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Independent Auditor’s Report
To the Shareholders of Sable Resources Ltd.
Opinion
We have audited the accompanying consolidated financial statements of Sable Resources Ltd. and its
subsidiaries (“the Group”), which comprise the consolidated statements of financial position as at
December 31, 2018 and 2017, and the related consolidated statements of net loss and comprehensive
loss, changes in shareholders’ equity and cash flows for the years then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.
In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Group as at December 31, 2018 and 2017, and its financial
performance and its cash flows for the years then ended in accordance with International Financial
Reporting Standards (“IFRS”).
Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Group in accordance
with the ethical requirements that are relevant to our audit of the financial statements in Canada, and
we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Material Uncertainty Related to Going Concern
We draw attention to Note 1 in the consolidated financial statements, which indicates that the Group
incurred a net loss of $8,007,165 during the year ended December 31, 2018 and, as of that date, the
Group has an accumulated deficit was $29,623,042. As stated in Note 1, these events or conditions, along
with other matters as set forth in Note 1, indicate that a material uncertainty exists that may cast
significant doubt on the Group's ability to continue as a going concern. Our opinion is not modified in
respect of this matter.
Emphasis of Matter – Restated Comparative Information
We draw attention to Note 25 in the consolidated financial statements, which explains that certain
comparative information as at December 31, 2017 and for the year ended December 31, 2017 has been
restated. Our opinion is not modified in respect of this matter.
Other Information
Management is responsible for the other information. The other information comprises the information,
other than the consolidated financial statements and our auditor’s report thereon, included in the
Management’s Discussion and Analysis.
Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.
We obtained the Management’s Discussion & Analysis prior to the date of this auditor’s report. If, based
on the work we have performed on this other information, we conclude that there is a material
misstatement of this other information, we are required to report that fact in this auditor’s report. We
have nothing to report in this regard.
Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with IFRS, and for such internal control as management determines is necessary
to enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Group or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these consolidated financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:
·

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

·

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

·

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

·

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern.

If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern.
·

Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

·

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the Group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
The engagement partner on the audit resulting in this independent auditor’s report is Jeremy East.
(signed) “BDO Canada LLP”
Chartered Professional Accountants
Vancouver, Canada
May 1, 2019

SABLE RESOURCES LTD.
Consolidated Statements of Financial Position
(Expressed in Canadian Dollars)
December 31
2018

Note
Assets
Current Assets
Cash and cash equivalents
Receivables
Prepaid expenses and deposits

7
8
9

Reclamation deposit
Equipment
Mineral property interests

10
11
12

$

$

2,807,533
52,423
30,596
2,890,552
143,804
54,584
5,419,743
8,508,683

December 31
2017
(Restated
Note 25)
$

$

4,171,691
98,075
75,562
4,345,328
181,740
65,501
559,560
5,152,129

Liabilities
Current Liabilities
Payables and accruals

13

Asset retirement obligation

14

316,266
1,420,815

311,266
726,856

Shareholders' equity
Share capital
Contributed surplus
Deficit

15
15

33,589,336
3,121,574
(29,623,042)
7,087,868
8,508,683

24,248,990
1,792,160
(21,615,877)
4,425,273
5,152,129

Total Liabilities and Shareholders' Equity

$

$

1,104,549
1,104,549

$

$

415,590
415,590

Nature of operations and going concern (Note 1)
Commitments (Note 23)
Subsequent events (Note 24)
Approved by the Board of Directors and authorized for issue on May 1, 2019:
“Tom Obradovich”, Director
“Andres Tinajero”, Director

The accompanying notes are an integral part of these consolidated financial statements
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SABLE RESOURCES LTD.

Consolidated Statements of Net Loss and Comprehensive Loss
(Expressed in Canadian Dollars)
Year ended December 31,

Property related expenses
Exploration expenditures
Property maintenance

Other expenses (income)
General and administrative expenses
Flow-through premium
Loss on warrant incentive program
Gain on settlement of accrued liabilities
Change in reclamation estimate
Loss on surrendered reclamation bond
Interest income
Foreign exchange gain
Net and comprehensive loss
Loss per share
Basic
Diluted
Weighted average number of shares
outstanding

Note

16
16

2018

$

5,919,432
160,616
6,080,048

2017
(Restated
Note 25)
$

1,476,326
154,369
1,630,695

$

1,532,666
(74,000)
494,650
(28,630)
5,000
42,936
(46,712)
1,207
8,007,165

$

1,153,348
(165,000)
88,766
86,197
2,794,006

$
$

0.08
0.08

$
$

0.04
0.04

15(a)
15(a)

10,14

94,798,555

63,844,484

The accompanying notes are an integral part of these consolidated financial statements
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SABLE RESOURCES LTD.

Consolidated Statements of Changes in Shareholders’ Equity
(Expressed in Canadian Dollars)

Note

Balance, December 31, 2016
Net Comprehensive loss (Restated, note 25)
Shares issued in acquisition of mineral property
interests
Shares issued in exercise of warrants
Shares issued in settlement of debt
Shares issued from private placements
Flow-through premium liability
Share issue costs
Stock-based compensation
Balance, December 31, 2017 (Restated, note 25)

49,589,457

Share Capital

$

18,632,314

Accumulated
Deficit

Contributed
Surplus
$

1,063,482

$

(18,821,871)

Total

$

873,925

-

-

-

(2,794,006)

(2,794,006)

12,15

1,600,000

235,400

-

-

235,400

15
15
15
15
15
15

7,804,982
1,900,000
30,870,500
91,764,939

$

139,928
588,750
1,792,160

-

$

920,748
285,000
4,755,575
(165,000)
(415,047)
24,248,990

$

(21,615,877)

$

920,748
285,000
4,755,575
(165,000)
(275,119)
588,750
4,425,273

-

$

-

$

-

$

(8,007,165)

$

(8,007,165)

Net Comprehensive loss
Shares issued in acquisition of claims

Number of
shares

200,000

52,800

-

-

52,800

6,12,15

25,111,110

3,942,444

-

-

3,942,444

Shares issued in exercise of warrants

15

9,987,515

2,492,054

(39,037)

-

2,453,017

Shares issues in exercise of options
Shares issued from private placements
Flow-through premium liability
Warrants issued in incentive program
Share issue costs
Stock-based compensation

15
15
15
15
15
15

600,000
12,000,000
-

118,278
3,100,000
(74,000)
(291,230)
-

(58,277)
494,650
49,800
882,278

-

60,001
3,100,000
(74,000)
494,650
(241,430)
882,278

Shares issued in acquisition of BlueJoint and WCGG

Balance, December 31, 2018

12,15

139,663,564

$

33,589,336

$

3,121,574

$

(29,623,042)

$

7,087,868

The accompanying notes are an integral part of these consolidated financial statements
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SABLE RESOURCES LTD.

Consolidated Statements of Cash Flows
(Expressed in Canadian Dollars)
Year ended December 31,

Note

2018

2017
(Restated
Note 25)

Operating Activities
Net loss for year

$

(8,007,165)

$

(2,794,006)

Adjustments:
Amortization

10,917

7,278

Warrant incentive program

15

494,650

-

Stock-based compensation

15, 20

882,278

588,750

15

(74,000)

(165,000)

-

18,395

5,000

88,766

Loss on surrendered reclamation bond

42,936

86,197

Gain on settlement of accrued liabilities

(28,630)

-

(46,712)
(6,720,726)

(2,169,620)

Flow-through premium
Interest expense settled through share issuance
Change in reclamation estimate

Interest income
Change in non-cash working capital
Receivables

8

49,272

118,620

Prepaids and deposits

9

44,966

(65,562)

Payables and accruals

13

715,589
809,827

155,837
208,895

(5,910,899)

(1,960,725)

5,676,322

Total cash flows used in operating activities
Financing Activities
Proceeds from issuance of common shares and warrants

15

5,613,017

Share issuance costs

15

(241,430)

(275,119)

5,371,587

5,401,203

Total cash flows from financing activities
Investing Activities
Purchase of equipment

11

-

(72,779)

Acquisition of mineral claims

12

(943,553)

(215,660)

Acquisition of BlueJoint and WCGG

6

(114,291)

-

Cash on acquisition of subsidiaries

6

191,286

-

Reclamation deposits

13

(5,000)

(45,437)

46,712

-

(824,846)

(333,876)

(1,364,158)

3,106,602

Interest income
Total cash flows used in investing activities
(Decrease) increase in year
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

4,171,691
2,807,533

$

1,065,089
4,171,691

Supplemental cash flow information:
Exercise of warrants

15

$

39,037

$

-

Exercise of stock options

15

$

58,277

$

-

Broker warrants issued as share issuance costs

15

$

49,800

$

139,928

Flow-through premium liability

15

$

74,000

$

165,000

Shares issued in acquisition of mineral claims

12

$

52,800

$

235,400

Shares issued in acquisition of BlueJoint and WCGG

6

$

3,942,444

$

-

Common shares issued as debt settlement

15

$

-

$

285,000

The accompanying notes are an integral part of these consolidated financial statements
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SABLE RESOURCES LTD.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
1. Nature of Operations and Going Concern
Sable Resources Ltd. (the "Company") is incorporated under the Business Corporation Act (British
Columbia). The Company is primarily engaged in the acquisition, exploration and development of mineral
resource properties in Mexico, Argentina, Peru and British Columbia. The address of the Company's
corporate office and principal place of business is Suite 900-999 West Hastings Street, Vancouver, B.C.,
V6C 2W2.
The Company has not yet determined whether any of its properties contain mineral deposits that are
economically recoverable. The recoverability of any amounts shown as mineral property interests is
dependent upon the existence of economically recoverable mineral reserves, the ability of the Company to
obtain the necessary financing to complete the exploration and development of its properties, and future
profitable production or proceeds from the disposition of its properties.
While the Company's consolidated financial statements have been prepared using International Financial
Reporting Standards ("IFRS") applicable to a going concern, which contemplates the realization of assets
and settlement of liabilities in the normal course of business as they come due, certain conditions and
events indicate a material uncertainty that may cast significant doubt about the Company's ability to
continue as a going concern. For the year ended December 31, 2018, the Company reported a net loss of
$8,007,165 and, as of that date, had an accumulated deficit of $29,623,042.
The Company’s continuing operations and its ability to discharge its liabilities and fulfill its commitments as
they come due, is dependent upon the ability of the Company to continue to obtain debt or equity financing
in the short term, the continued support of related parties, and ultimately, on locating economically
recoverable ore reserves in its mineral properties. Management believes the Company will be successful
at securing additional funding, however, there is no assurance that such plans will be successful.
If the Company is unable to obtain adequate additional financing and the continued support of related
parties, the Company will be required to curtail operations and exploration activities. Furthermore, failure
to continue as a going concern would require restatement of assets and liabilities on a liquidation basis,
which would differ significantly from the going concern basis.

2. Basis of Presentation
a) Statement of Compliance
These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). These
consolidated financial statements represent the Company’s presentation of its results and financial position
under IFRS. These accounting policies are based on the IFRS standards and International Financial
Reporting Interpretations Committee (“IFRIC”) interpretations that the Company expects to be applicable
at that time. The policies set out below were consistently applied to all presented unless otherwise noted.
These consolidated financial statements were approved and authorized for issue by the Company’s board
of directors on May 1, 2019.
b) Basis of presentation
These consolidated financial statements were prepared on an accrual basis, are based on historical costs
except for financial instruments measured at fair value and are presented in Canadian dollars, which is the
functional currency of the Company’s Canadian entities. The functional currency of the Company’s foreign
subsidiaries is US dollars.
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SABLE RESOURCES LTD.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
c) Subsidiaries
Subsidiaries are all corporations over which the Company is able, directly or indirectly, to control financial
and operating policies, which is the authority usually connected with holding majority voting rights.
Subsidiaries are fully consolidated from the date on which control is acquired by the Company. They are
de-consolidated from the date that control by the Company ceases.
The entities of the Company are as follows:

d) Foreign currency translation
Functional and presentation currency
Items included in the financial statements of each of the Company's entities are measured using the
currency of the primary economic environment in which the entity operates ('the functional currency').
Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement
of such transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in net loss.
Statements of comprehensive loss and cash flows for entities whose functional currency is different to the
presentation currency are translated into the Company's presentation currency at average exchange rates
for the year while their statements of financial position are translated at the year-end exchange rates.
Exchange differences arising from the translation are recorded as a component of other comprehensive
income (loss). On disposal of a foreign entity, such exchange differences are transferred out of this reserve
and are recognized in net income (loss) as part of the gain or loss on sale.

3. Summary of significant accounting policies
a) Cash Equivalents and Reclamation Deposit
Cash equivalents are highly liquid investments, such as term deposits with major financial institutions,
having a term to maturity of three months or less at acquisition, that are readily convertible to specified
amounts of cash.
Reclamation deposit is the reclamation bond placed with the government of the Province of British Columbia
as collateral for possible future reclamation activities on the Company's mineral properties in connection
with permits required for exploration activities. As they are restricted from general use, they are excluded
from current assets.
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SABLE RESOURCES LTD.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
b) Mineral Property Interests
Direct costs related to the acquisition of mineral properties are capitalized until the commercial viability of
the asset is established. All direct costs including option payments related to the acquisition of mineral
property interests are capitalized into mineral property interests on a property by property basis. Exploration
and evaluation expenditures are expensed in the period incurred until such time as it has been determined
that a property has economically recoverable reserves, in which case subsequent exploration costs and
the costs incurred to develop a property are capitalized into “mineral properties”. Mineral property interests
are recorded at cost less accumulated impairment losses. To the extent that the expenditures are spent to
establish ore reserves within the rights to explore, the Company expenses those costs as property related
expenses.
Management reviews the facts and circumstances suggesting if the carrying amount of the mineral property
interests capitalized exceeds their recoverable amount on a regular basis. If the facts and circumstances
suggest the carrying value exceeds the recoverable amount, the Company will perform an impairment test
on each property in accordance with the provisions of IAS 36. Exploration stage assets and development
stage assets are considered separate cash generating units (“CGU”) for impairment testing purposes.
c) Equipment
Equipment is recorded at cost less accumulated amortization and any impairment losses. Equipment
includes in its purchase price, any costs directly attributable to bringing equipment to the location and
condition necessary for it to be capable of operating in the manner intended by management and the
estimated close down and restoration costs associated with dismantling and removing the asset. Upon sale
or abandonment of any equipment, the cost and related accumulated amortization and impairment losses,
are written off and any gains or losses thereon are included in the statement of loss and comprehensive
loss.
The carrying amounts of equipment are amortized on a straight-line basis over its estimated useful life.
When parts of an item of equipment have different useful lives, they are accounted for as separate items
(or components).
- Equipment: 5-year basis
Amortization methods and useful lives are reviewed at each annual reporting date and adjusted as
appropriate. Amortization is expensed through the consolidated statement of loss and comprehensive loss.
d) Impairment of Non-Financial Assets
An impairment loss is recognized when the carrying amount of an asset, or its CGU, exceeds its recoverable
amount, which is the higher of value in use and fair value less costs to sell. A CGU is the smallest identifiable
group of assets that generates cash inflows that are largely independent of the cash inflows from other
assets or groups of assets. Impairment losses are recognized in the statement of loss and comprehensive
loss. Impairment losses recognized in respect of CGUs are allocated first to reduce the carrying amount of
any goodwill allocated to CGUs and then to reduce the carrying amount of the other assets in the unit on a
pro-rata basis. For an asset that does not generate largely independent cash inflows, the recoverable
amount is determined for the CGU to which the asset belongs.
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SABLE RESOURCES LTD.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
An impairment loss is reversed if there is an indication that there has been a change in the estimates used
to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset's
carrying amount does not exceed the carrying amount that would have been determined, net of depreciation
or amortization, if no impairment loss had been recognized. An impairment loss with respect to goodwill is
never reversed.
e) Asset retirement obligation
Provisions for environmental restoration are recognized when: (i) the Company has a present legal or
constructive obligation as a result of past exploration, development or production events; (ii) it is probable
that an outflow of resources will be required to settle the obligation; (iii) and the amount can be reliably
estimated. Provisions do not include any additional obligations which are expected to arise from future
disturbance.
The ultimate cost of environmental remediation is uncertain and cost estimates can vary in response to
many factors including changes to the relevant legal requirements, the emergence of new restoration
techniques or experience at other mine sites. The expected timing of expenditure can also change, for
example in response to changes in ore reserves or production rates. As a result, there could be significant
adjustments to the provisions for restoration and environmental cleanup, which would affect future financial
results.
Funds on deposit with third parties provided as security for future reclamation costs are included in
reclamation deposits on the statement of financial position.
f)

Taxes

Income Taxes
Income taxes comprises both current and deferred tax. Income tax is recognized in the statement of loss
and comprehensive loss except to the extent that it relates to items recognized in other comprehensive
income or directly in equity, in which case the income tax is also recognized in other comprehensive loss
(income) or directly in equity.
Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax
rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect
of previous years.
Deferred Income Taxes
Deferred taxes are calculated using the liability method on temporary differences between the carrying
amounts of assets and liabilities and their tax bases. Deferred tax assets and liabilities are measured,
without discounting, at the tax rates that are expected to apply when the assets are recovered and the
liabilities settled, based on tax rates that have been enacted or substantively enacted by the reporting date.
A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences,
to the extent that it is probable that future taxable profits will be available against which they can be utilized.
Mining taxes and royalties are treated and disclosed as current and deferred taxes if they have the
characteristics of an income tax. This is considered to be the case when they are imposed under
government authority and the amount payable is calculated by reference to revenue derived (net of any
allowable deductions) after adjustment for items comprising temporary differences.
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SABLE RESOURCES LTD.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
Flow-Through Shares
Proceeds received from the issuance of flow-through shares are restricted to be used only for Canadian
resource property exploration expenditures within a two-year period. The Company may also be subject
to a Part XII.6 tax on flow-through proceeds renounced under the Look-back Rule, in accordance with
Government of Canada flow-through regulations.
g) Financial Instruments
Financial instruments are recognized on the consolidated statements of financial position on the date on
which the Company becomes a party to the contractual provisions of the financial instrument. The Company
classifies its financial instruments in the categories below.
Financial Assets
Financial Assets at Amortized Cost
Financial assets that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest are measured at amortized cost. The Company’s reclamation
deposit consists of fixed or determined cash flows related solely to principal and interest amounts. The
Company’s intent is to hold this financial asset until the related cash flows are collected. Receivables and
reclamation deposit are recognized initially at fair value, net of any transaction costs incurred, and
subsequently measured at amortized cost, using the effective interest method.
The Company recognizes a loss allowance for expected credit losses on a financial asset that is measured
at amortized cost.
Financial Assets at Fair Value through Profit or Loss (“FVTPL”)
Financial assets measured at FVTPL are assets which do not qualify as financial assets at amortized cost
or at fair value through other comprehensive income. Cash and cash equivalents are classified as FVTPL.
This financial asset is initially recognized at its fair value with changes to fair values recognized in profit or
loss.
The Company derecognizes financial assets only when the contractual rights to cash flows from the
financial assets expire, or when it transfers the financial assets and substantially all of the associated risks
and rewards of ownership. Gains and losses on derecognition are generally recognized in the consolidated
statements of loss.
Impairment of financial assets
IFRS 9 established a three-stage approach for impairment of financial assets, based on whether there has
been a significant deterioration in the credit risk of a financial asset. These three stages then determine the
amount of impairment to be recognized (as well as the amount of interest revenue).
Upon initial recognition of a financial asset, the Company recognizes a loss allowance equal to the 12month expected credit losses. These are the credit losses that are expected to result from default events
that are possibly within 12-months from the Company’s reporting date. This means that the actual loss does
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SABLE RESOURCES LTD.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
not need to take place within the 12-month period; it is the occurrence of the default event that ultimately
results in that loss
After initial recognition, the three stages are applied as follows:
-

Stage 1: Credit risk has not increased significantly since initial recognition - recognize 12 month
expected credit losses.

-

Stage 2: Credit risk has increased significantly since initial recognition - recognize lifetime expected
losses with interest revenue being calculated based on the gross amount of the asset.

-

Stage 3: There is objective evidence of impairment as at the reporting date - recognize lifetime
expected losses, with interest revenue being based on the net amount of the asset (that is, based
on the impaired amount of the asset).

The Company has had no impairment loss from financial assets at initial recognition and as at December
31, 2018.
Financial Liabilities
Financial Liabilities at Amortized Cost
Financial liabilities are measured at amortized cost using the effective interest method, unless they are
required to be measured at FVTPL, or the Company has opted to measure them at FVTPL. Payables and
accruals and amounts due from related parties are recognized initially at fair value, net of any transaction
costs incurred, and subsequently at amortized cost, using the effective interest method.
The Company derecognizes financial liabilities only when its obligations under the financial liabilities are
discharged, cancelled or expelled. The difference between the carrying amount of the financial liability
derecognized and the consideration paid and payable, including any non-cash assets transferred or
liabilities assumed, is recognized in profit or loss.
h) Financial Liabilities and Equity
Debt and equity instruments are classified either as financial liabilities or as equity in accordance with the
substance of the contractual arrangement. An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all its liabilities. Equity instruments issued by the Company
are recorded at the proceeds received, net of direct issue costs. Financial liabilities are classified as either
financial liabilities at fair value through profit or loss or other financial liabilities.
i)

Financial Instruments and Risk Management

Financial Risk Management
The Board of Directors has overall responsibility for the establishment and oversight of the Company's risk
management framework.
The fair values of cash and cash equivalents, receivables, and accounts payable and accrued liabilities
approximate their book values because of the short-term nature of these instruments.
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SABLE RESOURCES LTD.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
Financial Instrument Risk Exposure
The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board
approves and monitors the risk management processes.
Credit Risk
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation. The Company’s credit risk is primarily attributable to its bank accounts
and receivables. The Company manages credit risk, in respect of cash, by placing its cash with major
International financial institutions. Management believes that credit risk with respect to its receivables is
minimal, as the majority consists of amounts due from Canadian governmental agencies.
Liquidity Risk
Liquidity risk is the risk that the Company may be unable to meet its financial obligations as they fall due or
that it will be required to meet them at excessive cost. The Company reviews its working capital position
regularly to ensure there is sufficient capital in order to meet short-term business requirements, after taking
into account the Company's holdings of cash. The Company manages its liquidity risk through private
placements.
The Company's operating cash requirements including amounts projected to complete its existing capital
expenditure program are continuously monitored and adjusted as input variables change. These variables
include but are not limited to cost overruns on capital projects and availability of markets. As these variables
change, liquidity risks may necessitate the need for the Company to pursue equity issuances. There is no
assurance that the necessary financing will be available in a timely manner. All liabilities are due within one
year.
Interest Rate Risk
The Company is exposed to the risk that the value of financial instruments will change due to movements
in market interest rates. The Company’s convertible debentures are of fixed interest rates and not exposed
to fluctuations in market interest rates. The Company does not use derivative instruments to reduce its
interest rate risk as the Company's management believes that the likely financial impact of interest rate
changes does not justify using derivatives.
The only significant market risk exposure to which the Company is exposed is short-term interest rate risk.
The Company's bank accounts, for reclamation bond, earn interest income at variable rates. The
Company’s future interest income is exposed to short-term rates. This is not a significant risk.
Commodity Price Risk
The Company is subject to commodity price risk for the sale of gold and silver. Mineral prices fluctuate
widely and are affected by numerous factors beyond the Company's control such as the sale or purchase
of commodities by various central banks, financial institutions, expectations of inflation or deflation, currency
exchange fluctuations, interest rates, global or regional consumptive patterns, international supply and
demand, speculative activities and increased production due to new mine developments, improved mining
and production methods and international economic and political trends. The Company's revenues, if any,
are expected to be in large part derived from the extraction of mineral products. As such, the effect of these
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factors on the price in future product sales, and therefore the economic viability of any of the Company's
exploration projects, cannot accurately be predicted.
j)

Loss Per Share

The calculation of basic and diluted loss per share for the year ended December 31, 2018 was based on
the loss attributable to common shareholders of $8,007,165 (2017 - $2,794,006) and the weighted average
number of common shares outstanding of 94,798,555 (2017 – 63,844,484). The effect of shares issuable
on the exercise of options, share purchase warrants and broker warrants was anti-dilutive for the years
ended December 31, 2018 and 2017 as the company had a net loss for both periods.
Basic loss per share is calculated by dividing the loss for the year by the weighted average number of
common shares outstanding during the year. The computation of diluted earnings per share requires the
use of the treasury stock method, which assumes that the exercise of stock options and warrants will have
a dilutive effect on loss per share. Under the treasury stock method, the weighted average number of
common shares outstanding for the calculation of diluted loss per share assumes that the proceeds to be
received on the exercise of stock options and warrants is applied to repurchase common shares at the
average market price for the period.
k) Reclamation Provision
Provision is made for close down, reclamation and environmental rehabilitation costs (which include the
dismantling and demolition of infrastructure, removal of residual materials and remediation of disturbed
areas) in the financial period when the related environmental disturbance occurs, based on the estimated
future costs using information available at the date of the statement of financial position. At the time of
establishing the provision, a corresponding asset is capitalized, where it gives rise to a future benefit, and
depreciated over future production from the operations to which it relates. For properties where mining
activities have ceased or are in reclamation, changes to the reclamation provision are charged directly to
the statement of income (loss). The provision is discounted using a current market-based, risk-free discount
rate and the accretion of the discount is included in finance expenses.
The provision is reviewed at each reporting date for changes to obligations, legislation or discount rates
that impact estimated costs or lives of operations. The cost of the related asset is adjusted for changes in
the provision resulting from changes in the estimated cash flows or discount rate and the adjusted cost of
the asset is depreciated prospectively.
l)

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) that has
arisen as a result of a past event, and it is probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be made of the amount of the obligation.
Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the
risk specific to the obligation. The increase in the provision due to passage of time is recognized as interest
expense.
m) Flow-through Shares
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The Company may, from time to time, issue flow-through common shares to finance its resource exploration
activities. Canadian income tax law permits the Company to renounce to the flow-through shareholders the
income tax attributes of resource exploration costs financed by such shares. Flow-through common shares
are recognized in equity based on the quoted price of the existing shares on the date of the issue. The
difference between the amounts recognized in common shares and the amount the investor pays for the
shares is recognized as another liability which is reversed into earnings as eligible expenditures are
incurred.
The deferred tax impact is recorded prospectively upon renunciation of the related tax benefits, provided it
is expected the Company will incur the required eligible expenditures. When flow-through expenditures are
renounced, a portion of the deferred income tax assets that were not previously recognized, are recognized
as a recovery of deferred income taxes in net loss.
n) Share capital
Common shares are classified as equity. Incremental costs directly attributable to the issuance of common
shares and share options are recognized as a deduction from equity, net of any tax effects. The proceeds
from the issuance of units are allocated to common shares based on the fair value. The market price on
the date of the issuance of the shares are used to determine the relative fair value.
o) Share-based Payments
The Company issues equity instruments such as common shares, share options and warrants, for services
rendered by employees and non-employees.
Where equity instruments are granted to employees, they are recorded at the fair value of the equity
instrument granted at the grant date. The grant date fair value is recognized in the statement of
comprehensive loss over the vesting period, described at the period during which all the vesting conditions
are satisfied.
Where equity settled share options are awarded to employees, the fair value of the options at the date of
the grant is charged to the statement of the comprehensive loss over the vesting period. Performance
vesting conditions are taken into account by adjusting the number of equity instruments expected to vest
at each reporting date so that, ultimately, the cumulative amount recognized over the vesting period is
based on the number of options that eventually vest. The cumulative expense is not adjusted for failure to
achieve a market vesting condition or where a non-vesting condition is not satisfied.
Where equity instruments are granted to non-employees, they are recorded at the fair value of the good or
services received in the statement of comprehensive loss unless they are related to the issuance of shares.
Amounts related to the issuance of shares are recorded as a reduction of share capital. When the value of
goods or services received in exchange for the share-based payment cannot be reliability estimated, the
fair value is measured by use of a valuation model.
All exercisable equity settled share-based payments are reflected in contributed surplus until exercised, the
amount reflected in contributed surplus is credited to share capital along with the consideration paid for
those shares. Where the terms and conditions of equity settled share-based payments are modified before
they vest, the increase in the fair value of the options, measured immediately before and after the
modification, is charged to the statement of comprehensive loss over the remaining vesting period.
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Where a grant of options is cancelled or settled during the vesting period, excluding forfeitures when vesting
conditions are not satisfied, the Company immediately accounts for the cancellation as an acceleration of
vesting and recognizes the amount that otherwise would have been recognized for services received over
the remainder of the vesting period.
Where equity instruments are granted in connection with the acquisition of mineral property interests, they
are recorded at the fair value of the property received. Where the fair value of the mineral property interest
is not reliably determinable, the fair value of the equity instrument granted is applied instead.

4. Critical Accounting Estimates, Judgements and Uncertainties
The Company makes estimates and assumptions about the future that affect the reported amounts of
assets and liabilities. Estimates and judgments are continually evaluated based on the historical experience
and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. In the future, actual experience may differ from these estimates and assumptions.
a) Critical Accounting Estimates and Assumptions
Critical accounting estimates are estimates and assumptions made by management that may result in
material adjustments to the carrying amount of assets and liabilities within the next financial year.
Share-Based payments
The Company applies the Black-Scholes pricing model to estimate the fair value of stock options granted
and warrants issued, which is expensed to the statement of loss and comprehensive loss over each option
award’s vesting period. Under this model, the Company must estimate the term, volatility, the forfeiture rate
of options granted, and warrants issued. Changes in these input assumptions can significantly affect the
fair value estimate.
Asset retirement obligation
Asset retirement obligations have been recognized based on management estimates. Assumptions based
on the most current economic environment have been made which management believes are a reasonable
basis upon which to estimate the future liability shown in Note 14. These estimates take into account any
material changes to the assumptions that occur when reviewed regularly by management and are based
on the current regulatory environment. A reclamation report has been submitted to the B.C. Ministry of
Energy, Mines and Petroleum Resources and is presently under review and subject to their approval. The
provision at the reporting date represents management’s best estimate of the present value of the future
rehabilitation costs required. Actual costs are dependent on future market prices and final costs may be
higher or lower than currently presented.
b) Critical Accounting Judgments
Critical accounting judgments are accounting policies that have been identified as being complex or
involving subjective judgments or assessments.
Functional Currency
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The functional currency for the Company and its subsidiaries is the currency of the primary economic
environment in which each operates. The Company has determined that its functional currency is the
Canadian dollar. The determination of functional currency may require certain judgements to determine the
primary economic environment. The Company reconsiders the functional currency used when there is a
change in events and conditions which determined the primary economic environment.
Business combinations
Determination of whether a set of assets acquired, and liabilities assumed constitute a business may require
the Company to make certain judgments, taking into account all facts and circumstances. A business
consists of inputs, including non-current assets and processes, including operational processes, that when
applied to those inputs have the ability to create outputs that provide a return to the Company and its
shareholders.
Determination of Cash Generating Unit (CGU)
In determining a CGU, management had to examine the smallest identifiable group of assets that generates
cash inflows that are largely independent of cash inflows from other assets or groups of assets. The
Company has determined that each important geographic location of its mineral interest qualifies as a CGU.
Each of these assets generates or will have the ability to generate cash inflows that are independent of the
other assets and therefore qualifies as an individual asset for impairment testing purposes.
Amortization Rates
The application of determining the useful lives of equipment are estimates by management based on
assumptions about future events. Estimates and assumption made may change if new information becomes
available. New information may become available during the use of the equipment that causes the
Company to adjust its estimate.
Title to Mineral Property interests
Although the Company has taken steps to verify title to mineral properties in which it has an interest, these
procedures do not guarantee the Company's title. Such properties may be subject to prior agreements or
transfers and title may be affected by undetected defects.
Impairment of non-financial assets
The Company reviews and evaluates tangible and intangible assets, including mineral property interests,
for indications of impairment when events or changes in circumstances indicate that the related carrying
amount may not be recoverable or at least at the end of each reporting period. An impairment test is
conducted if an indication of impairment is found to exist. For the year ended December 31, 2018 the
Company identified an indicator of impairment for it’s British Columbia property CGU.
Income taxes
The Company recognizes deferred tax assets relating to tax losses carried forward only to the extend there
are sufficient taxable temporary differences relating to the same taxation authority and the same taxable
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entity against which the unused tax losses can be utilized. However, utilization of the tax losses also
depends on the ability of the taxable entity to satisfy certain tests at the time the losses are recouped.
Going concern
The assessment of the Company’s ability to continue as a going concern and raise sufficient funds to pay
for its ongoing operating expenditures, meet its liabilities for the ensuing year, and to fund planned
exploration programs, involves significant judgement based on historical experience and other factors,
including expectation of future events that are believed to be reasonable under the circumstances.

5. Changes in IFRS accounting policies and future accounting pronouncements
a) Future Accounting Pronouncements
New accounting pronouncements not yet effective; the Company has not applied the following new or
revised standards that have been issued but are not effective for the December 31, 2018 reporting period:
IFRS 16, Leases
In 2016, the IASB issued IFRS 16, Leases (“IFRS 16”), replacing IAS 17, Leases and related interpretations.
The standard introduces a single on-balance sheet recognition and measurement model for lessees,
eliminating the distinction between operating and finance leases. Lessors continue to classify leases as
finance and operating leases. IFRS 16 becomes effective for annual periods beginning on or after January
1, 2019.
The Company expects an increase in depreciation and accretion expenses and an increase in cash flow
from operating activities as any lease payments will be recorded as financing outflows in the statement of
cash flows. The impact of the adoption of this standard is expected to be material, as the Company has an
existing material premise lease.
The Company will be adopting IFRS 16 on January 1, 2019 using the modified retrospective approach.
Under this approach, the cumulative effect of initially applying IFRS 16 is recognized as an adjustment to
equity at the date of initial application. Comparative figures are not restated to reflect the adoption of IFRS
16.
IFRIC 23, Uncertainty over Income Tax Treatments
In June 2017, the IASB issued IFRIC 23. IFRIC 23 clarifies the determination of taxable profit (tax loss), tax
bases, unused tax losses, unused tax credits and tax rates, when there is uncertainty over income tax
treatments under IAS 12 and requires an entity to consider whether it is probable that the relevant authority
will accept each tax treatment, or group of tax treatments, that it uses or plans to use in its income tax filing.
IFRIC 23 is effective for annual periods beginning on or after January 1, 2019 and permits early adoption.
It is expected that the adoption of IFRIC 23 will not have a material impact on the consolidated financial
statements.
There are no additional standards not yet effective that would have an impact on the consolidated financial
statements.
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b) New Accounting Standards Issued and Effective
IFRS 2, Share-based Payments
In June 2016, the IASB issued amendments to IFRS 2, clarifying how to account for certain types of sharebased payment transactions, including the accounting for the effects of vesting and non-vesting conditions
on the measurement of cash- settled share-based payments, accounting for share-based payment
transactions with a net settlement feature for withholding tax obligations, and accounting for modifications
to the terms and conditions of a share-based payment that changes the classification of the share-based
payment transaction from cash-settled to equity-settled. The IFRS 2 amendments are effective for fiscal
year beginning on or after January 1, 2018. The adoption of the amendments did not have a material impact
on the consolidated financial statements.
IFRS 15, Revenue from Contracts with Customers
In May 2015, the IASB issued IFRS 15. The core principle of the new standard is for companies to recognize
revenue to depict the transfer of goods or services to customers in amounts that reflect the consideration
(that is, payment) to which the company expects to be entitled in exchange for those goods or services.
The new standard results in enhanced disclosures about revenue, provide guidance for transactions that
were not previously addressed comprehensively (for example, service revenue and contract modifications)
and improve guidance for multiple-element arrangements. The Company adopted this standard on January
1, 2018 using the modified retrospective approach. The adoption of IFRS 15 did not have a material impact
on the Company’s consolidated financial statements and there was no transitional adjustment recorded on
adoption.
IFRS 9, Financial Instruments
The approach in IFRS 9 is based on how an entity manages its financial instruments and the contractual
cash flow characteristics of the financial asset. Most of the requirements in IAS 39 Financial Instruments:
Recognition and Measurement (“IAS 39”) for classification and measurement of financial liabilities were
carried forward in IFRS 9, so the Company’s accounting policy with respect to financial liabilities is
unchanged. IFRS 9 introduced a single expected credit loss impairment model, which is based on changes
in credit quality since initial application. The adoption of the expected credit loss impairment model had no
material impact on the Company’s consolidated financial statements.
The Company’s consolidated financial instruments are accounted for as follows under IFRS 9 as compared
to the Company’s previous policy in accordance with IAS 39:

Cash and cash equivalents

IAS 39
Loans and receivables,
measured at amortized cost

IFRS 9
Amortized cost

Reclamation deposit

Loans and receivables,
measured at amortized cost

Amortized cost

Trade and other payables,
amounts due from related
parties

Financial liabilities at
amortized cost

Financial liabilities at
amortized cost

The Company adopted IFRS 9 effective January 1, 2018. The Company has applied IFRS 9 on a
retrospective basis and was not required to restate prior periods. There was no transitional adjustment
recorded at the date of initial application of IFRS 9.
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Financial instruments are recognized on the consolidated statements of financial position on the trade date,
the date on which the Company becomes a party to the contractual provisions of the financial instrument.
The Company classifies its financial instruments in the categories below.
Financial Assets at Amortized Cost – The Company’s intent is to hold these receivables until the related
cash flows are collected. Other receivables are recognized initially at fair value, net of any transaction costs
incurred, and subsequently measured at amortized cost, using the effective interest method. The Company
recognizes a loss allowance for expected credit losses on a financial asset that is measured at amortized
cost.
Financial Assets at Fair Value through Profit or Loss (“FVTPL”) – Financial assets measured at FVTPL are
assets which do not qualify as financial assets at amortized cost or at fair value through other
comprehensive income. Cash and cash equivalents are classified as FVTPL. These financial assets are
initially recognized at their fair value with changes to fair values recognized in the consolidated statements
of loss.
Financial Liabilities at Amortized Cost – Financial liabilities are measured at amortized cost using the
effective interest method, unless they are required to be measured at FVTPL, or the Company has opted
to measure them at FVTPL. Accounts payable and accruals are recognized initially at fair value, net of any
transaction costs incurred, and subsequently at amortized cost, using the effective interest method.
The Company derecognizes financial assets only when the contractual rights to cash flows from the
financial assets expire, or when it transfers the financial assets and substantially all of the associated risks
and rewards of ownership. Gains and losses on derecognition are generally recognized in the consolidated
statements of loss. The Company derecognizes financial liabilities only when its obligations under the
financial liabilities are discharged, cancelled or expired. The difference between the carrying amount of the
financial liability derecognized and the consideration paid and payable, including any non‐cash assets
transferred or liabilities assumed, is recognized in the consolidated statements of loss.

6. Acquisition of BlueJoint Resources Inc. and Western Canadian Greenfields Group Inc.
On January 29, 2018, the Company acquired all of the issued and outstanding share capital of BlueJoint
Resources Inc. (“BlueJoint”) and Western Canadian Greenfields Group Inc. (“WCGG”) (the “Acquisitions”).
BlueJoint holds various mineral applications, including ready to drill targets, throughout Mexico and WCGG
holds interests in various mineral claims in British Columbia, Canada. The Company issued 25,111,110
common shares for a gross value of $3,942,444. The Acquisitions were structured in the form of a threecornered amalgamation, pursuant to which each of BlueJoint and WCGG amalgamated with a whollyowned subsidiary of the Company.
For accounting purposes, the acquisitions have been recorded as asset acquisitions, as BlueJoint and
WCGG are not considered businesses when applying the guidance within IFRS 3. The standard further
requires the management to assess its methodology when allocating value to multiple CGUs, for which the
Company completes on a geographic basis. The estimated fair value determined primarily on historical
spend on a property by property basis, attributable to mineral property interests was allocated to the
acquired assets.
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The purchase price consideration was allocated as follows:
Consideration paid:
Fair value of common shares issued
Transaction costs incurred by the Company
Total consideration paid
Cash
Receivables
Mineral property interests
Payables
Total identifiable assets acquired

$
$
$

$

3,942,444
114,291
4,056,735
191,286
3,620
3,862,218
(389)
4,056,735

7. Cash and cash equivalents
Cash and cash equivalents consist of cash on deposit with major Canadian and Mexican banks in general
interest-bearing accounts totaling $2,807,533 (December 31, 2017 - $4,171,691).
Cash and cash equivalents include a $40,000 (2017 - $40,000) one-year cashable guaranteed investment
certificate (GIC) held with the Royal Bank of Canada with interest rate 0.5% maturing June 25, 2019.

8. Receivables

9. Prepaid expenses and deposits

Deposits consist of professional fees paid related to a transaction closing in a subsequent period of $nil
(2017 - $46,663) and deposits paid to vendors of $26,231 (2017 - $27,066).

10. Reclamation deposits
The Company has deposited funds totaling $143,804 (December 31, 2017 (restated – Note 25) - $181,740)
with the Province of British Columbia (the “Province”) in relation to disturbance associated with exploration
activities at the Baker, Bot, and Tulox projects. This deposit is held until the Province is satisfied that the
Company completes certain remediation activities on its British Columbia properties.
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11. Equipment

12. Mineral Property Interests

Impairment of mineral property interests
At December 31, 2018, the Company’s management reviewed the individual properties’ CGUs for
impairment indicators. It was identified that there were indicators of impairment for the British Columbia
properties, primarily as a result of a lack of substantive budgeted or planned expenditures due to a pending
transaction (Note 24), and thus an impairment test was required.
The recoverable amount of the British Columbia properties was calculated based on the fair value less cost
of disposal approach by considering post year end negotiations and completed transactions with potential
purchasers and market observations made by the Company’s management. Significant assumptions were
applied in determining the recoverable amount of British Columbia properties. Management’s impairment
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test did not result in the identification of an impairment loss on the British Columbia properties as at
December 31, 2018 as the recoverable amount of the properties was estimated to exceed its carrying
amount. Although management believes the estimates applied in these impairment assessments to be
reasonable, such estimates are subject to significant judgments and uncertainties.
British Columbia
a)

Baker-Shasta Project

The Baker-Shasta Project (“Baker”) comprises 55 mineral claims, 2 mining leases, several environmental,
an exploration and a mining permit, along with camp, milling and tailing infrastructure capable of sustaining
a mining operation located in north-central British Columbia. The project contains two past producing small
gold-silver mines, the “Baker” and “Shasta”, which have produced mill feed for the Baker milling facilities
since 1980 and 1989 respectively. Mining activity last occurred in 2012 at the Shasta mine.
The Company has entered into an Exploration Cooperation and Benefit Agreement with the Tsey Keh Dene
and Kwadacha First Nations in relation to exploration activities on the Baker Project. During the period the
Company made payments of $nil (for the year ended December 31, 2017 - $68,524) in accordance the
agreement. The agreement further sets the basis for ongoing consultation, employment and training,
contracting opportunities and environmental protection and management related to future exploration
activities.
b)

Mets Mining Lease

On February 21, 2017, the Company acquired the Mets Mining Lease (“Mets”) in north-central British
Columbia in consideration for 1,000,000 common shares at a price of $0.135 per share for a gross value
of $135,000 and a 1% Net Smelter Royalty which can be purchased at any time for payment of $500,000.
c)

Tulox Project

On March 21, 2017, the Company acquired the Tulox Gold Project (“Tulox”) located in south-central British
Columbia in consideration for 200,000 common shares at a price of $0.18 per share for a gross value of
$35,400 and payment of $5,000. An additional 500,000 common shares in the capital stock of the Company
will be issued as bonus shares in the event the Company completes a NI43-101 technical report on the
property that contains a measured and indicated resource of at least 500,000 ounces of gold within five
years of the agreement. All common shares in the capital stock of the Company are subject to a hold period
of four months plus one day.
d)

Bot Project

On April 11, 2017, the Company acquired the Bot Deal Project (“Bot”) located in north-central British
Columbia in consideration for 400,000 common shares at a price of $0.15 per share for a gross value of
$60,000 and payment of $7,500. An additional 500,000 common shares in the capital stock of the Company
will be issued as bonus shares in the event the Company completes a NI43-101 technical report on the
property that contains a measured and indicated resource of at least 500,000 ounces of gold within five
years of the agreement. All common shares in the capital stock of the Company are subject to a hold period
of four months plus one day.
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e)

WCGG Properties

On January 29, 2018, the Company acquired the Tulameen South, New Bluejay and Sauchi Creek Projects
in connection with the acquisition of WCGG. The fair value of the common shares issued assigned to the
claims was $108,528.
f)

Spences Bridge Regional Program

On September 29, 2018, the Company announced the staking of a 189,197-hectare land packaging of the
Spences Bridge Gold Belt in Southern British Columbia. In connection with the staking of claims, the
Company formed a strategic alliance with Westhaven Ventures Inc. (“Westhaven”) who owns the
Shovelnose Project contiguous the Company’s claims. In connection with the strategic alliance, the
Company entered into an agreement whereby any ground staked by the Company within 5km of
Westhaven’s existing projects will be subject to a 2.5% net smelter royalty. Additionally, Westhaven has a
30 day right of first refusal for a three-year period for any properties within the same 5km radius.
Mexico
a)

Margarita Silver Project

On May 30, 2017, the Company optioned the Margarita Silver Project (“Margarita”) located in Chihuahua
State, Mexico in consideration for 200,000 common shares in capital stock of the Company and payment
of US$50,000. An additional US$500,000, less the 200,000 common shares issued initially, worth of
common shares in capital stock will be issued on the first anniversary of the agreement, US$1,000,000
worth of common shares in capital stock on the second anniversary, and US$2,000,000 worth of common
shares in capital stock on the third anniversary. The initial share issuance did not occur due to a subsequent
amendment to the agreement.
The option agreement was subsequently amended on October 17, 2017, resulting in the initial consideration
of US$50,000 due at execution of the agreement and payment of US$30,000 prior to October 23, 2017.
The first anniversary payment was amended to either a cash payment or US$470,000 worth of common
shares of the Company. The first anniversary cash payment was made on May 31, 2018.
b) BlueJoint Mineral Applications
On January 29, 2018, the Company acquired five mineral applications in Mexico in connection with the
acquisition of BlueJoint (Note 6). Each mineral application contains exploration targets consistent to the
Company’s exploration methodology. Mineral applications held through a subsidiary of the Company are
as follows:
-

Caolin Mineral Application
Carregidora Mineral Application
Manzana Mineral Application
Manzana 2 Mineral Application
Saint Alto Mineral Application

The Company has identified two targets, Vinata and El Escarpe which it is currently advancing towards
drilling.
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Argentina
a)

Don Julio Project

On December 6, 2017 the Company entered into an agreement to acquire up to a 100% interest in the Don
Julio Project (“Don Julio”) located in the San Juan Province of Argentina, subject to a 2% net smelter royalty
which one half may be purchase by the Company for US$2,500,000 anytime after 12 months from which
commercial production has been declared for any part of the project.
To earn the initial 50% interest of the project the Company must:
-

Make payment of US$25,000 upon signing of the letter of intent ($31,988 or US$25,000 equivalent paid
during the year ended December 31, 2017).
Issue 200,000 common shares (issued) and make payment of US$25,000 ($32,640 or US$25,000
equivalent paid during the year ended December 31, 2018).
Issue 200,000 common shares and make payment of US$100,000 and complete US$300,000 of
exploration work prior to the one-year anniversary of the receipt of an environmental impact assessment
permit.
Issue 200,000 common shares and make payment of US$150,000 prior to the second anniversary of
the permit date.
Issue 400,000 common shares and make payment of US$300,000 and complete US$700,000 of
exploration work prior to the third anniversary of the permit date.

To earn additional interest in the project up to 100%, the Company must:
-

To earn an additional 10% for 60% ownership in the project; issue 600,000 common shares and make
payment of US$600,000 prior to the fourth anniversary of the permit date.
To earn an additional 10% for 70% ownership in the project; issue 800,000 common shares, make
payment of US$900,000, and complete an additional US$1,500,000 of exploration work prior to the fifth
anniversary of the permit date.
To earn an additional 30% for 100% ownership in the project; issue 1,000,000 common shares, make
payment of US$1,900,000, and complete an additional US$1,500,000 of exploration work prior to the
sixth anniversary of the permit date.

Peru
a) Scorpius Project
On September 15, 2018 the Company entered into an agreement to acquire up to a 100% interest in the
Scorpius Project (“Scorpius”) located in Central Peru, subject to a 1% net smelter royalty which may be
purchased by the Company for US$1,500,000 anytime after 12 months from which commercial production
has been declared on any portion of the project. To earn a 100% interest of the project the Company must:
-

Make payment of US$10,000 upon the singing of the letter of intent ($13,183 or US$10,000 equivalent
paid during the year ended December 31, 2018).
Make payment of US$40,000 or issue an equal value of common shares at a fixed exchange rate of
CAD$1.30 for US$1.00 on the date all necessary permitting to conduct drilling on the project is received.
Make payment of US$200,000 or issue an equal value of common shares at a fixed exchange rate of
CAD$1.30 for US$1.00 on the first anniversary of the permit date.
Make payment of US$250,000 or issue an equal value of common shares at a fixed exchange rate of
CAD$1.30 for US$1.00 on the second anniversary of the permit date.
Make payment of US$500,000 or issue an equal value of common shares at a fixed exchange rate of
CAD$1.30 for US$1.00 on the third anniversary of the permit date.
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13. Payables and accruals

14. Asset retirement obligation

The Company determined that there was an error in the preparation of the consolidated financial statements
for the year ended December 31, 2017 related to the identification of an asset retirement obligation (See
restatement note – 25).
The Company has recognized an asset retirement liability relating to its Baker Project and has determined
that no significant closure and reclamation liabilities exist in connection with the exploration activities on its
other mineral property interest assets.
The Company’s provision for asset retirement is based on management’s estimates of costs to reclaim
mineral properties as well as an estimate on the future timing of the costs to be incurred. The Company
has estimated that the reclamation costs are current costs and as such considers the present value of the
provision at December 31, 2018 to be equal to the total future undiscounted cash flows to settle the
provision for reclamation, being $316,266 (December 31, 2017 (restated – Note 25) - $311,266). The
Company has not inflation-adjusted the total future undiscounted cash flows as the difference is considered
insignificant.
As at December 31, 2018, an amount of $93,366 (December 31, 2017 (restated – Note 25) - $136,303)
has been posted with the Ministry of Mines with respect to these reclamation provisions.
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15. Share capital and contributed surplus
a) Share Capital
Authorized
The Company is authorized to issue an unlimited number of common shares.
Issued and outstanding:

During the period ended December 31, 2018:
-

On January 29, 2018, the Company issued 25,111,110 common shares at a price of $0.157 per share,
the fair value of the share on grant date, for a gross value of $3,942,444 in connection with the
acquisition of BlueJoint and WCGG.

-

On March 26, 2018, the Company issued 200,000 common shares at a price of $0.264 per share, the
fair value of the share on grant date, for a gross value of $52,800 in connection with the Don Julio
Project.

-

On March 28, 2018, the Company issued 2,000,000 flow-through units at a price of $0.30 per unit for
a gross value of $600,000. Each unit was comprised of one common share.
The Company calculates the tax effect of any premium related to the issuance of flow-through shares
by reviewing the value of corresponding common shares and warrants issued in connection with the
issuance. As a result, the Company recognized a premium of $74,000 as a flow-through premium
liability on the issuance of the flow-through shares. The amount was reduced and will be recognized
as other income upon filing the renunciation documents with the Canada Revenue Agency.

-

On August 27, 2018, the Company announced a warrant exercise incentive program (the “Warrant
Incentive Program”) to encourage the early exercise of up to approximately 27 million outstanding
common share purchase warrants. Under the terms of the Incentive Program, the Company offered
one half of one common share purchase warrant as an incentive exercisable at a price of $0.35 for a
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period of 36 months, should the common share warrant holder exercise their warrants on or before
September 12, 2018. Any common share purchase warrants not exercised prior the expiry of the
Warrant Incentive Program will remain outstanding in accordance with their original terms.
In total, 9,987,515 common share purchase warrants were exercised in connection with the Warrant
Incentive Program for aggregate gross proceeds of $2,492,054. In addition, a total of 4,141,950
incentive common share purchase warrants were granted.
-

On October 11, 2018, the Company completed a private placement of 10,000,000 units at a price of
$0.25 per share for gross proceeds of $2,500,000. Each unit was comprised of one common share
and one warrant common share purchase warrant entitling the holder thereof to purchase a common
share at a price of $0.35 until October 11, 2020. Furthermore, the expiry date of the warrants may be
accelerated by the Company at any time prior to the expiry date of the warrants if the volume-weighted
average trading price of the Company’s common shares is greater than $0.50 for any 20 consecutive
trading days.
The Company paid $241,430 in issue costs, including an agent cash commission of $184,250,
representing 7% of the gross proceeds of the offering and issued 600,000 broker warrants with each
broker warrant entitling the agent to purchase one common share at a price of $0.25 until October
11, 2020.
The fair value of the 600,000 broker warrants was estimated at $49,800 using the Black Sholes pricing
model with the following assumptions: dividend yield 0%; risk free interest 2.14%; volatility 75.04% and
an expected life of two years.

During the year ended December 31, 2017:
-

On February 21, 2017, the Company issued 1,000,000 common shares at price of $0.135 per share
for a gross value of $135,000 in connection with the acquisition of the Mets Project.

-

On April 7, 2017, the Company issued 200,000 common shares at a price of $0.18 per share for a
gross value of $35,400 in connection with the acquisition of the Tulox Project.

-

On May 9, 2017, the Company issued 400,000 common shares at a price of $0.15 per share for a
gross value of $60,000 in connection with the acquisition of the Bot Project.

-

On May 25, 2017, the Company issued 1,900,000 common shares at a price of $0.15 per share for a
gross value of $285,000 in connection with a debt settlement agreement related to amounts due to
related parties.

-

On June 29, 2017, the Company issued 2,500,000 flow-through units at a price of $0.20 per unit for a
gross value of $500,000. Each unit was comprised of one common share and one warrant common
share purchase warrant each warrant entitling the holder thereof to purchase a common share at a
price of $0.30 until June 29, 2019.
The Company calculates the tax effect of any premium related to the issuance of flow-through shares
by reviewing the value of corresponding common shares and warrants issued in connection with the
issuance. As a result, the Company recognized a premium of $165,000 as a flow-through premium
liability on the issuance of the flow-through shares. The amount was reduced and recognized as other
income upon filing the renunciation documents with the Canada Revenue Agency which occurred
during the year.

-

On September 8, 2017, the Company completed a private placement of 28,370,500 units at a price of
$0.15 per share for gross proceeds of $4,255,575. Each unit was comprised of one common share
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and one warrant common share purchase warrant entitling the holder thereof to purchase a common
share at a price of $0.25 until September 8, 2019.
The Company paid the agent cash commission of $235,835, representing 6% of the gross proceeds
of the offering and issued 1,572,230 broker warrants with each broker warrant entitling the agent to
purchase one common share at a price of $0.15 until September 8, 2019.
The fair value of the 1,572,230 broker warrants was estimated at $139,928 using the Black Sholes
pricing model with the following assumptions: dividend yield 0%; risk free interest 1%; volatility 92%
and an expected life of two years.
b) Stock options
The Company has a share option plan whereby officers, directors and certain employees and consultants
may be granted options to purchase unissued common shares of the Company. The option exercise price
is decided by the Directors of the Company but may not be less than the discounted market price of the
Company’s shares as defined in the Rules and Policies of the TSX Venture Exchange. The option plan
permits the granting of options up to a maximum of 10% of outstanding shares of the Company.

During the period ended December 31, 2018:
-

On March 26, 2018, the Company granted an aggregate of 3,200,000 options to purchase common
shares of the Company exercisable at a price of $0.245 per share for a period of five years to certain
directors, officers, and consultants.
The fair value of the of the 3,200,000 options was estimated at $608,000 using the Black Sholes pricing
model with the following assumptions: dividend yield 0%, risk free interest 1.62%; volatility 106% and
an expected life of 5 years. Compensation expense was recognized as general and administration
expense during the year.

-

On October 26, 2018, the Company granted an aggregate of 1,300,000 options to purchase common
shares of the Company exercisable at a price of $0.30 per share for a period of five years to certain
directors, officers, and consultants.
The fair value of the of the 1,300,000 options was estimated at $274,278 using the Black Sholes pricing
model with the following assumptions: dividend yield 0%, risk free interest 2.14%; volatility 106.19%
and an expected life of 5 years. Compensation expense was recognized as general and administration
expense during the year.
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During the year ended December 31, 2017:
-

On May 4, 2017, the Company granted an aggregate of 2,550,000 options to purchase common shares
of the Company exercisable at a price of $0.15 per share for a period of five years to certain directors,
officers, and consultants.
The fair value of the of the 2,550,000 options was estimated at $298,350 using the Black Sholes pricing
model with the following assumptions: dividend yield 0%, risk free interest 1%; volatility 108% and an
expected life of 5 years. Compensation expense was recognized as general and administration
expense during the year.

-

On November 9, 2017, the Company granted an aggregate of 2,200,000 options to purchase common
shares of the Company exercisable at a price of $0.17 per share for a period of five years to certain
directors, officers, and consultants.
The fair value of the of the 2,200,000 options was estimated at $290,400 using the Black Sholes pricing
model with the following assumptions: dividend yield 0%, risk free interest 1%; volatility 107% and an
expected life of 5 years. Compensation expense was recognized as general and administration
expense during the year.

The Company has the following stock options outstanding and exercisable:

c) Share Purchase Warrants
Share purchase warrants enable the holders to acquire common shares of the Company upon exercise.
Continuity of share purchase warrants issued and outstanding:
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The Company has the following share purchase warrants outstanding and exercisable:

During the period ended December 31, 2018:
-

On September 21, 2018, the Company granted an aggregate of 4,141,950 warrants to purchase
common shares of the Company exercisable at a price of $0.35 per share for a period of three years
to warrant holders that participated in the early warrant exercise incentive program.
The fair value of the of the 4,141,950 warrants was estimated at $494,650 using the Black Sholes
pricing model with the following assumptions: dividend yield 0%, risk free interest 2.04%; volatility 89%
and an expected life of 3 years.

16. Property related expenses
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17. Taxes
Income tax expense differs from the amount that would result from applying the Canadian federal and
provincial income tax rates to earnings before income taxes. These differences result from the following
items:

The significant components of the Company`s unrecorded deferred tax assets / (liabilities) are as follows:

In assessing the realizability of deferred tax assets, management considers whether it is probable that some
portion or all of the deferred tax assets will be realized. The ultimate realization of deferred tax assets is
dependent upon the generation of future taxable income during the periods in which those deferred tax
assets are deductible.
Tax losses carried forward are as follows:

The deferred tax assets related to the temporary differences were not recognized, as its recoverability was
not considered to be probable.
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Flow-Through Shares
The Company incurred eligible exploration and evaluation expenditures, pursuant to the Canada Income
Tax Act of $600,000 by December 31, 2018 and to transfer the tax deductions related to these expenditures
to the subscribers of its flow through share underwriting completed in March, 2018. The company incurred
$600,000 of eligible expenses as at December 31, 2018. As at the date of filing, the Company has
renounced all of the expenditures.

18. Financial Instruments
The Company’s financial instruments consist of cash and cash equivalents. Financial instruments
measured at fair value are classified into one of three levels in the fair value hierarchy according to the
relative reliability of the inputs used to estimate the fair values. The three levels of the fair value hierarchy
are:
Level 1 – unadjusted quoted prices in active markets for identical assets or liabilities
Level 2 – inputs other than quoted prices that are observable for the asset or liability either directly or
indirectly; and
Level 3 – inputs that are not based on observable market data.

19. Segmented Information
The Company considers itself to operate in a single operating segment, being resource exploration and
development. It holds mineral interests in Canada, Mexico, Argentina and Peru.
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20. Related Party Transactions
Key management personnel include the members of the Board of Directors and executive officers of the
Company. During the year ended December 31, 2018 the Company incurred administrative costs of
$192,000 (2017 - $235,000) paid to key management personnel. Included in payables and accruals at
December 31, 2018 are $30,646 (2017 - $28,350) related to these amounts.
During the year ended December 31, 2018, the company incurred exploration costs in the amount of
$421,532 (2017 - $nil) paid to companies controlled by officers of the Company. Included in payables and
accruals at December 31, 2018 are $23,295 (2017 - $nil).
Further, during the year ending December 31, 2018, key management personnel were granted 1,700,000
(2017 – 3,800,000) stock options with a value of $312,773 (2017 - $464,100). 400,000 options (2017 –
$nil) were exercised by key management personnel during the year ended December 31, 2017 with a value
of $78,852 (2017 - $nil)
Transactions with related parties are recorded at the fair value.

21. Capital Management
The Company's capital management objectives are to raise the necessary equity financing to fund its
exploration projects and mining activities and to manage the equity funds raised to best optimize its
exploration and mining programs in the interests of its shareholders and other stakeholders at an
acceptable risk.
In management of capital, the Company includes shareholders' equity and cash and cash equivalents in
the definition of capital.
The Company manages its capital structure and adjusts it in the light of changes in economic conditions
and the risk characteristics of its underlying assets. To maintain or adjust the capital structure, the Company
may raise additional equity funds and acquire new exploration properties as circumstances dictate.
The Company’s capital consists of the following:

22. Comparative Figures
Certain of the 2017 comparative figures have been reclassified to conform to the current year’s
presentation.
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23. Commitments
On February 20, 2019, the Company entered into a shared lease agreement, for office premised for
corporate and technical purposes, for a term of six years and six months. Future minimum lease payments
are as follows:

24. Subsequent Events
Sale of BC properties:
On January 25, 2019, the Company announced that it had entered into an asset purchase agreement with
Eurocontrol Technics Group Inc. (“Euro”) whereby Euro had agreed to acquire all of the Company’s mineral
resource properties and certain assets in British Columbia. The British Columbia properties consist of the
Baker-Shasta Project and underlying infrastructure, the Mets Mining Lease, the Tulox Project, the Bot
Project, the WCGG Properties and the Spences Bridge Regional Program.
The Company will receive $500,000 in cash, 30,000,000 Euro shares, and a 1% net smelter return royalty
over all of the properties. The transaction closed on April 18, 2019.
Option Issuance:
On February 26, 2019, the Company granted a total of 450,000 incentive stock options to an officer and
director of the Company pursuant to the Company's Stock Option Plan. Such options are exercisable at a
price of $0.25 for a period of five years.
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25. Restatement
The Company determined that there was an error in the preparation of the consolidated financial statements
for the year ended December 31, 2017 related to the accrual of an asset retirement obligation provision.
The Company became aware that a reclamation report was available before the filing date of the
Company’s December 31, 2017 annual financial statements, which indicated that an asset retirement
obligation existed during the year then ended. The Company believes that the provision should have been
recorded during the period the report was prepared as opposed to the date when received, and therefore
this provision was understated.
The following tables outline the effect of the changes made to the consolidated financial statements as
originally filed.
Consolidated statement of financial position as at December 31, 2017:

Consolidated statement of net loss and comprehensive loss as at December 31, 2017:

Consolidated statement of cash flows as at December 31, 2017:

All adjustments affected non-cash items only and therefore there was no impact to cash flows from
operating, investing and financing activities.
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