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INDEPENDENT AUDITORS' REPORT 

 

 

To the Shareholders of 

Manado Gold Corp. 

 
We have audited the accompanying financial statements of Manado Gold Corp., which comprise the statements of financial 

position as at June 30, 2015 and 2014 and the statements of comprehensive loss, changes in shareholders’ equity, and cash 

flows for the years then ended, and a summary of significant accounting policies and other explanatory information. 

 

Management’s Responsibility for the financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 

International Financial Reporting Standards, and for such internal control as management determines is necessary to enable 

the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

 

Auditors’ Responsibility  

 

Our responsibility is to express an opinion on these financial statements based on our audits.  We conducted our audits in 

accordance with Canadian generally accepted auditing standards.  Those standards require that we comply with ethical 

requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free 

from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 

statements.  The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material 

misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the entity’s preparation and fair presentation of the financial statements 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 entity’s internal control.  An audit also includes evaluating the appropriateness of accounting policies 

used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of 

the financial statements. 

 

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 

opinion. 

 

Opinion 

 

In our opinion, these financial statements present fairly, in all material respects, the financial position of Manado Gold Corp. 

as at June 30, 2015 and 2014 and its financial performance and its cash flows for the years then ended in accordance with 

International Financial Reporting Standards. 

 

Emphasis of Matter 

 

Without qualifying our opinion, we draw attention to Note 1 in the financial statements which describes conditions and 

matters that indicate the existence of a material uncertainty that may cast significant doubt about Manado Gold Corp.’s 

ability to continue as a going concern. 

 

“DAVIDSON & COMPANY LLP” 

 

Vancouver, Canada  Chartered Professional Accountants 

  

August 4, 2015  

 
 



MANADO GOLD CORP. 

STATEMENTS OF FINANCIAL POSITION 

(Expressed in Canadian dollars) 

AS AT JUNE 30 

 

  

 2015 

 

 2014 

   

ASSETS   

   

Current assets    

 Cash $       173,121 $         41,349 

 Receivables              6,049              2,531 

   

          179,170            43,880 

   

Reclamation bonds (Note 6)            45,351            45,357 

Mineral properties (Note 6) 922,272 818,228 

   

Total assets $    1,146,793 $       907,465 

   

   

   

LIABILITIES AND SHAREHOLDERS' EQUITY   

   

Current liabilities    

 Accounts payable and accrued liabilities (Note 7) $       150,589 $         92,407 

 Liability on flow-through share premium (Note 8)                 2,858                       - 

 153,447 92,407 

   

Shareholders' equity    

 Share capital (Note 9) 2,105,880 1,670,540 

 Reserves (Note 9)          174,004          174,004 

 Deficit (1,286,538)   (1,029,486)     

   

 993,346 815,058 

   

   

Total liabilities and shareholders’ equity $    1,146,793 $       907,465 

 

Nature of operations and going concern (Note 1) 

 

Approved and authorized by the Board on August 4, 2015  

    

    

    

“Logan Anderson” Director “Donald Archibald” Director 

    

 

 

The accompanying notes are an integral part of these financial statements. 



MANADO GOLD CORP. 

STATEMENTS OF COMPREHENSIVE LOSS  

(Expressed in Canadian dollars) 

FOR THE YEARS ENDED JUNE 30 

 

   

2015 

 

2014 

   

   

   

OPERATING EXPENSES   

 Directors’ fees (Note 7) $          63,000 $          71,000 

 Management fees (Note 7) 72,000 72,000 

 Office and general  69,872 76,199 

 Professional fees 68,422 61,116 

 Share-based payments (Notes 7 & 9) - 20,821 

   

          (273,294)         (301,136) 

   

 Interest income                  433               2,071 

 Income on settlement of flow-through share premium liability (Note 8)             15,809             74,451 

 Write-off of mineral property (Note 6)                    -           (7,559) 

   

Loss and comprehensive loss for the year $       (257,052) $      (232,173) 

   

   

Loss per share – basic and diluted $              (0.01) $ (0.01) 

   

   

Basic and diluted weighted average number of common shares outstanding 26,948,559  20,358,001 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements. 

 

                                       



MANADO GOLD CORP. 

STATEMENTS OF CASH FLOWS 

(Expressed in Canadian dollars) 

FOR THE YEARS ENDED JUNE 30 

 

  

2015 

 

2014 

   

   

CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES   

 Loss for the year $     (257,052) $     (232,173) 

 Items not affecting cash:   

  Accrued interest adjustment on reclamation bond                     6               (325) 

  Income on settlement of flow-through share premium liability          (15,809)          (74,451) 

 Share-based payments                     -           20,821  

 Write-off of mineral property                      -             7,559 

   

   

 Changes in non-cash working capital items:   

Receivables            (3,518)           55,896 

Accounts payable and accrued liabilities            58,682          30,053 

   

   

 Net cash used in operating activities        (217,691)        (192,620) 

   

CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES   

   

     Reclamation bond                   -          (40,000) 

 Mineral properties          (99,544)        (332,335) 

                         

   

 Net cash used in investing activities         (99,544)        (372,335) 

   

CASH FLOWS FROM FINANCING ACTIVITIES   

   

 Proceeds from issuance of shares           449,007         283,000 

   

 Net cash provided by financing activities          449,007         283,000 

   

Increase (decrease) in cash during the year          131,772        (281,955) 

   

Cash, beginning of the year            41,349         323,304 

   

Cash, end of the year  $       173,121 $        41,349 

 

Supplemental disclosure with respect to cash flows (Note 12) 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements. 



 

MANADO GOLD CORP. 

STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 

(Expressed in Canadian dollars) 

 

  

Number of 

Common Shares Share Capital Reserves Deficit Total  

Balance, June 30, 2013  17,528,001  $     1,367,540  $      153,183 $  (797,313) $     723,410 

      

Shares issued for mineral properties 400,000 20,000                -               - 20,000 

Shares issued in private placements 5,660,000 283,000                -                - 283,000 

Stock options issued  -  - 20,821 - 20,821 

Loss for the year - - - (232,173) (232,173) 

      

Balance, June 30, 2014 23,588,001       1,670,540       174,004   (1,029,486)    815,058 

      

Shares issued for mineral properties 100,000 5,000 - - 5,000 

Shares issued in private placements 32,687,200 449,007 - - 449,007 

Liability on flow-through shares - (18,667) - - (18,667) 

Loss for the year - - - (257,052) (257,052) 

      

Balance, June 30, 2015 56,375,201 $     2,105,880 $     174,004  $ (1,286,538) 993,346 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements. 



MANADO GOLD CORP. 

NOTES TO THE FINANCIAL STATEMENTS 

(Expressed in Canadian dollars) 

YEARS ENDED JUNE 30, 2015 AND 2014 

  
 

 

 

1. NATURE OF OPERATIONS AND GOING CONCERN  

 

 

Manado Gold Corp. (the “Company”) was incorporated on August 13, 2010 in British Columbia, and its business is 

the acquisition, exploration and development of mineral properties located in Canada.  

 

The Company’s head office and registered office is located at Suite 1085, Bentall Two, P.O. Box 201, 555 Burrard 

Street, Vancouver, BC, V7X 1M8. 

 

The financial statements of the Company are presented in Canadian dollars which is the functional currency of the 

Company.  

 

These financial statements have been prepared in accordance with International Financial Reporting Standards 

(“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and interpretations of the 

International Financial Reporting Interpretations Committee (“IFRIC”). These Financial statements have been 

prepared on the assumption that the Company will be able to realize its assets and discharge its liabilities in the 

normal course of business rather than through a process of forced liquidation. 

 

At the date of the financial statements, the Company has not identified a known body of commercial grade mineral 

on any of its properties.  The Company’s continuing operations as intended are dependent upon its ability to 

identify, evaluate and negotiate an acquisition of, a participation in or an interest in properties, assets or businesses. 

Such an acquisition will be subject to regulatory approval and may be subject to shareholder approval. In order to 

continue as a going concern and meet its corporate objectives, the Company will require additional financing 

through debt or equity issuances or other available means. There is no assurance that the Company will be able to 

obtain adequate financing in the future or that such financing will be on terms advantageous to the Company. 

 

Management is actively targeting sources of additional financing through alliances with financial, exploration and 

mining entities, and other business and financial transactions which would assure continuation of the Company’s 

operation and exploration programs. In addition, management closely monitors commodity prices of precious 

metals, individual equity movements, and the stock market to determine the appropriate course of action to be taken 

by the Company if favorable or adverse market conditions occur.  

 

The Company estimates that it will need additional capital to operate for the upcoming year. These material 

uncertainties may cast significant doubt on the Company’s ability to continue as a going concern.  

 

 
2. BASIS OF PREPARATION 

 

 

 a) Basis of measurement 

 
These financial statements have been prepared on a historical cost basis except for financial instruments 

which are classified as at fair value through profit or loss which are measured at fair value. In addition, these 

financial statements have been prepared using the accrual basis of accounting, except for the cash flow 

information. 

  



MANADO GOLD CORP. 

NOTES TO THE FINANCIAL STATEMENTS 

(Expressed in Canadian dollars) 

YEARS ENDED JUNE 30, 2015 AND 2014 

  
 

 

 

2. BASIS OF PREPARATION (cont’d…) 

 

 

b) Significant accounting estimates and judgments  

 

The preparation of the financial statements requires management to make certain estimates, judgments and 

assumptions that affect the reported amounts of assets and liabilities at the date of the financial statement and 

reported amounts of expenses during the reporting period. Actual outcomes could differ from these estimates. 

The financial statements include estimates which, by their nature, are uncertain. The impacts of such 

estimates are pervasive throughout the financial statements, and may require accounting adjustments based on 

future occurrences. Revisions to accounting estimates are recognized in the period in which the estimate is 

revised and future periods if the revision affects both current and future periods. These estimates are based on 

historical experience, current and future economic conditions and other factors, including expectations of 

future events that are believed to be reasonable under the circumstances.  

 

Critical accounting estimates: 

 

 The carrying value and the recoverability of mineral properties; and 

 

 Share-based payments 

 

 Deferred income taxes 

 

Critical accounting judgments  

 

Examples of significant judgments, apart from those involving estimation, include:  

 

 the accounting policies for mineral properties; and 

 

 classification of financial instruments. 

 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES 

 

  The significant accounting policies used in the preparation of these financial statements are as follows: 

 

a) Mineral properties  

 
 Mineral properties are carried at cost. The Company is an early stage exploration company with no known 

mineral reserves or production. 

 

 Pre-exploration costs are expensed in the period in which they are incurred. 

 

 Once the legal right to explore has been acquired, costs directly related to mineral properties, are capitalized, 

in addition to acquisition costs. These direct expenditures include such costs as materials used, staking costs, 

drilling costs, and payments made to contractors. Costs not directly attributable to mineral properties, 

including general administration and overhead costs are expensed in the period in which they occur. 

 

  



MANADO GOLD CORP. 

NOTES TO THE FINANCIAL STATEMENTS 

(Expressed in Canadian dollars) 

YEARS ENDED JUNE 30, 2015 AND 2014 

  
 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

 

a) Mineral properties (cont’d…) 

 
 The Company may enter into farm-out arrangements, whereby the Company will transfer part of a mineral 

interest, as consideration for an agreement by the transferee to meet certain mineral properties expenditures 

which would have otherwise been undertaken by the Company. The Company will not record any 

expenditure made by the farmee on its behalf. Any cash consideration received from the agreement will be 

credited against the costs previously capitalized to the mineral interest given up by the Company, with any 

excess or shortfall of cash accounted for as a gain or loss. 

 
Expenditures for each mineral property are carried forward as an asset provided that one of the following 

conditions is met: 

 

i) Such costs are expected to be recouped in full through successful development and exploration of the 

mineral property or alternatively, by sale; or 

 

ii) Activities in the mineral property have not reached a stage which permits a reasonable assessment of the 

existence of economically recoverable reserves, however active and significant operations in relation to 

the mineral property are continuing, or planned for the future. 

 

The carrying values of capitalized amounts are reviewed annually, or when indicators of impairment are 

present. In the case of undeveloped properties, there may be only inferred resources to allow management to 

form a basis for the impairment review.  The review is based on the Company’s intentions for the 

development of such a property.  If a mineral property does not prove viable, all unrecoverable costs 

associated with the property are charged to profit or loss at the time the determination is made. 

 

Once the technical feasibility and commercial viability of extracting the mineral resource has been 

determined, the property is considered to be a mine under development and is classified as “mining assets”. 

Mineral property expenditures accumulated are also tested for impairment before the costs are transferred to 

development properties. 

 

 

 

b) Impairment of tangible and intangible assets 

 

At the end of each reporting period, the Company’s assets are reviewed to determine whether there is any 

indication that those assets may be impaired. If such indication exists, the recoverable amount of the asset is 

estimated in order to determine the extent of the impairment, if any. The recoverable amount is the higher of 

fair value less costs to sell and value in use. Fair value is determined as the amount that would be obtained 

from the sale of the asset in an arm’s length transaction between knowledgeable and willing parties. In 

assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax 

discount rate that reflects current market assessments of the time value of money and the risks specific to the 

asset. If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying 

amount of the asset is reduced to its recoverable amount and the impairment loss is recognized in profit or 

loss for the period. For an asset that does not generate largely independent cash flows, the recoverable amount 

is determined for the cash generating unit to which the asset belongs.  

  



MANADO GOLD CORP. 

NOTES TO THE FINANCIAL STATEMENTS 

(Expressed in Canadian dollars) 

YEARS ENDED JUNE 30, 2015 AND 2014 

  
 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

 

b) Impairment of tangible and intangible assets (cont’d…) 

 

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is 

increased to the revised estimate of its recoverable amount, but to an amount that does not exceed the 

carrying amount that would have been determined had no impairment loss been recognized for the asset (or 

cash generating unit) in prior years. A reversal of an impairment loss is recognized immediately in profit or 

loss.  

 

 

 

  c) Loss per share 

 
Basic loss per share is computed by dividing net loss available to common shareholders by the weighted 

average number of shares outstanding during the reporting period. Diluted loss per share is computed similar 

to basic loss per share except that the weighted average shares outstanding are increased to include additional 

shares for the assumed exercise of stock options and warrants, if dilutive. The number of additional shares is 

calculated by assuming that outstanding stock options and warrants were exercised and that proceeds from 

such exercises were used to acquire common stock at the average market price during the reporting periods.  

Since the Company has losses, the exercise of outstanding stock options and warrants has not been included 

in this calculation as it would be anti-dilutive. 

 

 

 

d) Income taxes 

 

 Income tax is recognized in profit or loss except to the extent that it relates to items recognized directly in 

equity, in which case it is recognized in equity.  Current tax expense is the expected tax payable on the 

taxable income for the year, using tax rates enacted or substantively enacted at period end, adjusted for 

amendments to tax payable with regards to previous years. 

 

 Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and 

liabilities for financial reporting purposes and the amounts used for taxation purposes.  The following 

temporary differences do not result in deferred tax assets or liabilities: goodwill not deductible for tax 

purposes; the initial recognition of assets or liabilities that affect neither accounting or taxable loss; and 

differences relating to investments in subsidiaries to the extent that they will probably not reverse in the 

foreseeable future.  The amount of deferred tax provided is based on the expected manner of realization or 

settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at 

the date of the statement of financial position. 

 

 A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be 

available against which the asset can be utilized.   

 

 Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax 

assets against current tax liabilities and when they relate to income taxes levied by the same taxation authority 

and the Company intends to settle its current tax assets and liabilities on a net basis. 

  



MANADO GOLD CORP. 

NOTES TO THE FINANCIAL STATEMENTS 

(Expressed in Canadian dollars) 

YEARS ENDED JUNE 30, 2015 AND 2014 

  
 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

 

 

 

 e) Provisions 

 

Provisions are liabilities that are uncertain in timing or amount. The Company records a provision when and 

only when: 

 

i) The Company has a present obligation (legal or constructive) as a result of a past event; 

  

ii) It is probable that an outflow of resources embodying economic benefits will be required to settle the 

obligation; and  

 

iii) A reliable estimate can be made of the amount of the obligation.  

 

The Company is subject to various government laws and regulations relating to environmental disturbances 

caused by exploration activities.  The Company records the present value of the estimated costs of legal and 

constructive obligations required to restore the exploration sites in the period in which the obligation is 

incurred.  The nature of the rehabilitation activities include restoration, reclamation and re-vegetation of the 

affected exploration sites. 

 

The rehabilitation provision generally arises when the environmental disturbance is subject to government 

laws and regulations.  When the liability is recognized, the present value of the estimated costs is capitalized 

by increasing the carrying amount of the related mining assets.  Over time, the discounted liability is 

increased for the changes in present value based on current market discount rates and liability specific risks. 

 

Additional environment disturbances or changes in rehabilitation costs will be recognized as additions to the 

corresponding assets and rehabilitation liability in the period in which they occur. 

 

The Company does not have any rehabilitation obligations. 

 

 

 

f) Financial instruments 

 

Financial assets are classified into one of the following categories based on the purpose for which the asset 

was acquired. All transactions related to financial instruments are recorded on a trade date basis. The 

Company’s accounting policy for each category is as follows: 

 

Financial assets at fair value through profit or loss (“FVTPL”) 

 

A financial asset is classified as at fair value through profit or loss if it is classified as held for trading or is 

designated as such upon initial recognition. Financial assets are designated as at FVTPL if the Company 

manages such investments and makes purchase and sale decisions based on their fair value in accordance 

with the Company’s risk management strategy. Attributable transaction costs are recognized in profit or loss 

when incurred. FVTPL are measured at fair value, and changes are recognized in profit or loss. 

  



MANADO GOLD CORP. 

NOTES TO THE FINANCIAL STATEMENTS 

(Expressed in Canadian dollars) 

YEARS ENDED JUNE 30, 2015 AND 2014 

  
 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

 

 

f) Financial instruments (cont’d...) 

 

 

Held‐to‐maturity (“HTM”) 

 

These assets are non‐derivative financial assets with fixed or determinable payments and fixed maturities that 

the Company’s management has the intention and ability to hold to maturity. These assets are measured at 

amortized cost using the effective interest method. If there is objective evidence that the asset is impaired, 

determined by reference to external credit ratings and other relevant indicators, the financial asset is measured 

at the present value of estimated future cash flows. Any changes to the carrying amount of the investment, 

including impairment losses, are recognized in profit or loss. 

 

 

Loans and receivables 

 

Loans and receivables are financial assets with fixed or determinable payments that are not quoted on an 

active market. Such assets are initially recognized at fair value plus any direct attributable transaction costs. 

Subsequent to initial recognition loans and receivables are measured at amortized cost using the effective 

interest method, less any impairment losses. 

 

 

Available‐for‐sale (“AFS”) 

 

Non‐derivative financial assets not included in the above categories are classified as available‐for‐sale. They 

are carried at fair value with changes in fair value recognized directly in equity. Where a decline in the fair 

value of an available‐for‐sale financial asset constitutes objective evidence of impairment, the amount of the 

loss is removed from equity and recognized in profit or loss. 

 

The Company classified its financial assets as follows: 

 

‐ Cash is classified as FVTPL. 

‐ Reclamation bonds are classified as HTM. 

 

Financial liabilities 

 

Financial liabilities are classified into one of two categories: 

 

 

Fair value through profit or loss 

 

This category comprises derivatives, or liabilities, acquired or incurred principally for the purpose of selling 

or repurchasing it in the near term. They are carried on the statement of financial position at fair value with 

changes in fair value recognized in profit or loss. 

  



MANADO GOLD CORP. 

NOTES TO THE FINANCIAL STATEMENTS 

(Expressed in Canadian dollars) 

YEARS ENDED JUNE 30, 2015 AND 2014 

  
 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

 

f) Financial instruments (cont’d...) 

 

Other financial liabilities 

 

This category includes accounts payable and accrued liabilities, all of which are recognized at amortized cost. 

 

The Company classified its financial liabilities as follows: 

 

‐ Accounts payable and accrued liabilities is classified as other financial liabilities 

 

Impairment of financial assets 

 

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each 

reporting period. Financial assets are impaired when there is objective evidence that, as a result of one or 

more events that occurred after the initial recognition of the financial assets, the estimated future cash flows 

of the investments have been impacted. 

 

For all financial assets objective evidence of impairment could include: 

 

- significant financial difficulty of the issuer or counterparty; or 

- default or delinquency in interest or principal payments; or 

- it becoming probable that the borrower will enter bankruptcy or financial re‐organization. 

 

For certain categories of financial assets, such as receivables, assets that are assessed not to be impaired 

individually are subsequently assessed for impairment on a collective basis. The carrying amount of financial 

assets is reduced by the impairment loss directly for all financial assets with the exception of receivables, 

where the carrying amount is reduced through the use of an allowance account. When a receivable is 

considered uncollectible, it is written off against the allowance account. Subsequent recoveries of amounts 

previously written off are credited against the allowance account. Changes in the carrying amount of the 

allowance account are recognized in profit or loss. 

 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 

objectively to an event occurring after the impairment was recognized, the previously recognized impairment 

loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the 

impairment is reversed does not exceed what the amortized cost would have been had the impairment not 

been recognized. 

 

g) Share-based payments 

 

The Company grants stock options to buy common shares of the Company to directors, officers, employees 

and consultants.  An individual is classified as an employee when the individual is an employee for legal or 

tax purposes, or provides services similar to those performed by an employee. 

 

The fair value of stock options is measured on the date of grant, using the Black-Scholes option pricing model 

and is recognized over the vesting period.  Consideration paid for the shares on the exercise of stock options 

is credited to share capital.  

  



MANADO GOLD CORP. 

NOTES TO THE FINANCIAL STATEMENTS 

(Expressed in Canadian dollars) 

YEARS ENDED JUNE 30, 2015 AND 2014 

  
 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

 

g) Share-based payments (cont’d...) 

 

In situations where equity instruments are issued to non-employees and some or all of the goods or services 

received by the entity as consideration cannot be specifically identified, they are measured at the fair value of 

the share-based payment.  Otherwise, share-based payments are measured at the fair value of the goods or 

services received. 

 

h) Warrants issued in equity financing transactions 

 

The Company engages in equity financing transactions to obtain the funds necessary to continue operations 

and explore and evaluate mineral properties.  These equity financing transactions may involve issuance of 

common shares or units.  A unit comprises a certain number of common shares and a certain number of share 

purchase warrants (“Warrants”).  Depending on the terms and conditions of each equity financing agreement 

(“Agreement”), the warrants are exercisable into additional common shares prior to expiry at a price 

stipulated by the Agreement.  

 

Warrants that are part of units are assigned value using the residual value method and included in share 

capital with the common shares that were concurrently issued.   

 

The residual value method first allocates value to the most easily measured component based on fair value 

and then the residual value, if any, to the less easily measurable component.  

 

The fair value of the common shares issued in a private placement was determined to be the more easily 

measurable component and were valued at their fair value, as determined by the closing quoted bid price on 

the announcement date. The balance, if any, was allocated to the attached warrants. Any fair value attributed 

to the warrants is recorded as a warrant reserve. 

 

Warrants that are issued as payment for agency fees or other transactions costs are accounted for as share-

based payments.  

 

i) Flow-through common shares 

 

The Company will, from time to time, issue flow-through common shares to finance a significant portion of 

its exploration program. Pursuant to the terms of flow-through share agreements, these shares transfer the tax 

deductibility of qualifying resource expenditures to investors. On issuance, the Company bifurcates the flow-

through share into i) a flow-through share premium, equal to the estimated premium, if any, investors pay for 

the flow-through feature, which is recognized as a liability, and ii) share capital. Upon expenses being 

expended, the Company derecognizes the liability and the premium is recognized as other income. 

 

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. Where applicable, this tax is 

accrued as a financial expense until paid.  

 

j) Related party transactions  

  

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party 

or exercise significant influence over the other party in the making of financial and operating decisions.  

  



MANADO GOLD CORP. 

NOTES TO THE FINANCIAL STATEMENTS 

(Expressed in Canadian dollars) 

YEARS ENDED JUNE 30, 2015 AND 2014 

  
 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

 

j) Related party transactions (cont’d…) 

 

Related parties may be individuals or corporate entities. A transaction is considered to be a related party       

transaction when there is a transfer of resources or obligations between related parties. 

 

k)   Change in accounting policies 

 

 During the year ended June 30, 2015, the Company adopted certain new accounting standards and 

pronouncements, none of which had a material impact on the Company’s financial statements. 

 

The following standard has been issued but is not yet effective:  

 

 

IFRS 9 Financial Instruments is part of the IASB's wider project to replace IAS 39 Financial Instruments: 

Recognition and Measurement. IFRS 9 retains but simplifies the mixed measurement model and establishes 

two primary measurement categories for financial assets: amortized cost and fair value. The basis of 

classification depends on the entity's business model and the contractual cash flow characteristics of the 

financial asset. The standard is effective for annual periods beginning on or after January 1, 2018.  

 

There are no other standards or IFRIC interpretations that are not yet effective that would be expected to have 

a material impact on the Company 

 
 

4. CAPITAL DISCLOSURES 

 

The Company’s objective when managing capital is to safeguard the Company’s ability to continue as a going 

concern, so that it can continue to provide returns for shareholders and benefits for other stakeholders. The Company 

considers the items included in shareholders’ equity totaling $993,346 as capital. The Company manages its capital 

structure and makes adjustments to it in light of changes in economic conditions and the risk characteristics of the 

underlying assets. In order to maintain or adjust its capital structure, the Company may issue new shares through 

private placements, sell assets to reduce debt or return capital to shareholders. The Company is not subject to 

externally imposed capital requirements.  There were no changes in the Company’s approach to capital 

management. 

 

 

5. FINANCIAL INSTRUMENTS 

 

The Company thoroughly examines the various financial instrument risks to which it is exposed and assesses the 

impact and likelihood of those risks. These risks may include interest rate risk, credit risk, liquidity risk, and 

currency risk and price risk. The carrying value of the Company’s financial instruments approximates their fair value 

due to their short-term nature.  

 

a) Interest rate risk 

 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due 

to changes in market interest rates. Current financial assets and financial liabilities are generally not exposed 

to interest rate risk because of their short-term maturity. 
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5. FINANCIAL INSTRUMENTS (cont’d…) 

 

b) Credit risk 

 

Credit risk is the risk of potential loss to the Company if the counterparty to a financial instrument fails to 

meet its contractual obligations. The Company’s credit risk is primarily attributable to its liquid financial 

assets including cash. The Company limits exposure to credit risk on liquid financial assets through 

maintaining its cash with high-credit quality financial institutions.  

 

The Company’s cash is held with a major Canadian based financial institution. Receivables mainly consist of 

goods and services tax due from the government of Canada. 

 

 

c) Liquidity risk 

 

Liquidity risk arises from the excess of financial obligations over available financial assets due at any point in 

time. The Company’s objective in managing liquidity risk is to maintain sufficient readily available reserves 

in order to meet its liquidity requirements. The Company addresses its liquidity through equity financing 

obtained through the sale of common shares and the exercise of warrants and options. While the Company 

has been successful in securing financings in the past, there is no assurance that it will be able to do so in the 

future. As at June 30, 2015, the Company held cash of $173,121 to settle its accounts payable and accrued 

liabilities of $150,589. 

 

 

d) Currency risk 

 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in foreign exchange rates. The Company operates in Canada and is not exposed to 

currency risk. 

 

 

e) Price risk  

 

The Company is exposed to price risk with respect to commodity prices. The ability of the Company to 

explore its mineral properties and future profitability of the Company are directly related to the market price 

of commodities. The Company monitors commodity prices to determine appropriate actions to be undertaken.  

 

 

f) Fair value  

 

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.  

 

The fair value of cash is measured based on level 1 inputs of the fair value hierarchy.  
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6. MINERAL PROPERTIES  

 

  

Takla 

Claims 

 

Clisbako 

Claims 

 

Yellowstone 

Claims 

 

 

Total 

Balance, June 30, 2013 $               -  $        505,229 $      -   $      505,229 

     

Acquisition costs           15,000              15,000              5,000            35,000 

Drilling program         281,999                    - -             281,999 

Core storage                  -                  1,000 -                 1,000 

Geological reports                  -                       -                 2,559              2,559 

Write-off mineral property                  -                       -               (7,559)      (7,559) 

                     

Balance June 30, 2014        296,999          521,229                   -          818,228 

     

     

Acquisition costs           25,000                       -                       -             25,000 

Geological reports             8,780                       -                       -               8,780 

Field sampling and assay program           70,014                       -    -             70,014 

Core disposal                   -                   250                       -                  250 

     

Balance, June 30, 2015 $     400,793 $         521,479 $                    - $        922,272 

 

Although the Company has taken steps to verify title to mineral properties in which it has an interest, these 

procedures do not guarantee its title. Such properties may be subject to prior agreements or transfers and title may be 

affected by undetected defects. 

 

a) Clisbako Claims 

 

On September 15, 2010, the Company entered into an option agreement with the subsidiary of Pengram 

Corporation (“Pengram”), whereby the Company was granted an option to acquire a 75% interest in the 

Clisbako Property located in the Cariboo mining division of British Columbia.  Under the terms of the 

Option Agreement, the Company agreed to the following: 

 

1. Paying an aggregate of US$150,000 as follows: 

 

a) US$50,000 on execution of the agreement (paid); 

b) A further US$50,000 on or before February 28, 2011 (paid); and 

c) A further US$50,000 on or before April 30, 2011.  (This was waived on April 30, 2011, in 

exchange to terminate the option agreement with respect to the Manado Gold property, 

Sulawesi Indonesia). 

 

2. Issuing an aggregate of 600,000 shares as follows: 

 

a) 100,000 shares on or before September 15, 2011 (issued); 

b) A further 200,000 shares on or before September 15, 2012 (issued); and 

c) A further 300,000 shares on or before September 15, 2013 (issued). 
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6. MINERAL PROPERTIES (cont’d…) 

 
a) Clisbako Claims (cont’d…) 

 
3. Incurring exploration expenditures of $650,000 on the Clisbako Property as follows: 

 

a) $100,000 on or before September 15, 2011 (incurred); 

b) A further $300,000 on or before September 15, 2012 (incurred); and 

c) A further $250,000 on or before September 15, 2013 (see below). 

 

The Company will also be responsible to make all government payments required to keep the claims in 

good standing. 

 

On September 13, 2013 Pengram accepted the total exploration expenditures incurred to date as full and 

final satisfaction of the Company’s remaining requirement and confirmed that the option had been 

exercised and the Company holds an undivided 75% interest in the Clisbako claims. 

 

As at June 30, 2015, the Company had a $5,063 (2014 - $5,048) reclamation deposit, in an interest bearing 

account, with respect to the Clisbako claims. 

 

b) Yellowstone Claims  

 

On April 25, 2013 Yellowstone Resources Ltd. (“Yellowstone”) granted the Company an option to enter 

into a definitive agreement (the “Definitive Agreement”) to acquire up to a 50% interest in the Sheep Creek 

Bayonne, Ymir and Rossland mineral properties located in the Nelson and Trail Mining Divisions, British 

Columbia (the “properties”). In consideration of the right to enter into the Definitive Agreement, the 

Company paid Yellowstone $10,000 on signing of the agreement and had 30 business days to complete its 

due diligence on the properties. Both parties agreed to extend the option until July 19, 2013. Upon 

completion of its due diligence in July 2013, the Company determined not to proceed with the Definitive 

Agreement and wrote-off associated costs of $62,796 in the year ended June 30, 2013. During the year 

ended June 30, 2014, additional expenditures of $7,559 related to the property were written-off. 

 

 

              c)           Takla Claims 

 

On September 23, 2013 the Company entered into an option agreement with CJL Enterprises Ltd. (“CJL”) 

to acquire a 100% undivided interest in the Takla Claims covering approximately 4,197 hectares located in 

the Omineca Mining Division of British Columbia. Under the terms of the option agreement the Company 

agreed to the following, 

                                

                             1. Paying an aggregate of $150,000 as follows: 

 

a) $10,000 on approval by the TSX Venture Exchange (“TSX-V”) of the agreement (paid); 

b) A further $20,000 on September 30, 2014 (paid ); and 

c) A further $30,000 on September 30, 2015; and 

d) A further $40,000 on September 30, 2016; and 

e) A further $50,000 on September 30, 2017 
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6. MINERAL PROPERTIES (cont’d…) 

 

                           2. Issuing an aggregate of 600,000 shares as follows, 

 

a) 100,000 on approval by the TSX-V (issued); 

b) A further 100,000 on September 30, 2014 (issued); and 

c) A further 100,000 on September 30, 2015; and 

d) A further 100,000 on September 30, 2016; and 

e) A further 200,000 on September 30, 2017 

 

 

                            3. Incurring exploration expenditures of $250,000 on the property before September 30, 2015 (incurred). 

 

In addition, CJL will retain a 2% net smelter return royalty (the “Royalty”) on the Property. The Company may 

repurchase each 1% of the Royalty by making separate cash payments of $1,000,000 to CJL. Commencing on the 

fifth anniversary of the Agreement, the Company will be required to pay to CJL an annual advanced royalty 

payment of $10,000 (which CJL may elect to receive common shares of the Company). All advance royalty 

payments will be credited to and recoverable from any future Royalty payable to CJL. The advance royalty payment 

will cease upon commencement of commercial production.  

 

On commencement of commercial production, the Company will be required to issue 200,000 shares.  

 

The Company obtained acceptance of the Agreement from the TSX-V on September 26, 2013. 

 

As at June 30, 2015, the Company held a $40,288 reclamation deposit (June 30, 2014, $40,309), in an interest 

bearing account, with respect to the Takla claims. 

 

 

7. RELATED PARTY TRANSACTIONS 

 

Key management personnel are the persons responsible for planning, directing and controlling the activities of the 

Company and includes both executive and non-executive directors, and entities controlled by such persons.  The 

Company considers all Directors and Officers of the Company to be key management personnel.  

 

Related party transactions during the year ended June 30, 2015 and not disclosed elsewhere in these financial 

statements are as follows: 

 

a) Paid or accrued $60,000 (2014 - $60,000) for management fees to a company controlled by a director. 

 

b) Paid or accrued $12,000 (2014 - $12,000) for management fees to a director. 

 
c) Paid or accrued $63,000 (2014 - $71,000) of directors’ fees to six directors. 

 

d) Paid or accrued $12,000 (2014 - $12,000) of investor relations fees to a director. 

 
e) Included in accounts payable and accrued liabilities is $106,000 (2014 - $46,275) owed to directors as at June 

30, 2015. 

 

f) Issued Nil (2014-700,000) stock options to directors and recognized a related value of $Nil (2014- $20,821) as 

share-based payments expense.  
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8.  LIABILITY ON FLOW-THROUGH SHARE PREMIUM  

 

 

        2015        2014 

   

Beginning balance $                     - $          74,451 

Liability on flow-through shares issued              18,667                       - 

   
Income on settlement of flow-through share premium liability (15,809) (74,451) 

   

Ending balance $            2,858 $                     - 

 

 

On September 3, 2014 the Company closed a private placement by issuing 1,866,700 flow-through units (“FT 

Units”) at a price of $0.06 per FT Unit for gross proceeds of $112,002. Each FT Unit consists of one flow-through 

share of the Company, and one non-transferable share purchase warrant, with each whole warrant entitling the 

holder to purchase one non flow-through share at a price of $0.10 per share for a period of one year following 

closing. The premium received on the shares issued was determined to be $18,667 and has been recorded as a share 

capital reduction. An equivalent premium liability was recorded and is being reduced as the required exploration 

expenditures are spent. 

 

On March 5, 2012 the Company completed the Initial Public Offering (the” Offering”). The Offering was comprised 

of 3,250,000 Flow-Through units (“FT Units”) issued at a price of $0.20 per FT Unit for gross proceeds of 

$650,000. Each whole warrant will entitle the holder to acquire a common share at a price of $0.20 per share until 

September 6, 2013. The premium received on the shares issued was determined to be $162,500 and has been 

recorded as a share capital reduction. An equivalent premium liability was recorded and was reduced when the 

required exploration expenditures were spent. 

 

 

9. SHARE CAPITAL 

 

 Authorized share capital 

 

  Unlimited common shares without par value 

  Unlimited preferred shares without par value 

 

Escrow Shares  

 

 3,100,001 common shares issued at inception were held in escrow and are to be released on a staged basis, with 10% 

to be released on the date the Company’s shares are posted for trading on the TSX-V and 15% to be released every 

six months thereafter for a period of thirty-six months. 

 

 As of June 30, 2015 the Company had no (2014 – 930,001) common shares held in escrow and subject to an escrow 

agreement. 

 

      Issued during the year ended June 30, 2015: 

 

 On September 3, 2014 the Company closed a private placement by issuing 1,866,700 flow-through units (“FT 

Units”) at a price of $0.06 per FT Unit and 720,000 non flow-through units (“NFT Units”) at a price of $0.05 per 

NFT Unit for gross proceeds of $148,002. Each FT Unit consists of one flow-through share of the Company, and 

one 
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9. SHARE CAPITAL (cont’d…) 

 

non-transferable share purchase warrant, with each warrant entitling the holder to purchase one non flow-through 

share at a price of $0.10 per share for a period of one year following closing. Each NFT Unit consists of one 

common share of the Company and one share purchase warrant, with each warrant entitling the holder to acquire 

one additional share at a price of $0.06 per Share for a period of three years from the date of issuance. 

 

On October 7, 2015 the Company issued 100,000 common shares with fair value of $5,000 ($.05 per share) pursuant 

to the option agreement on the Takla claims (Note 6c). 

 

             On June 16, 2015, the Company completed a private placement offering (the “Offering”) to existing shareholders by 

issuing 30,100,500 units at a price $0.01 per unit for total proceeds of $301,005. Each unit issued under the Offering 

consists of one common share of the Company and one common share purchase warrant, with each warrant entitling 

the holder to purchase an additional common share at $0.05 per share for a three-year period from the date of 

issuance.  

 

               Issued during the year ended June 30, 2014: 

 

On November 13, 2013, the Company issued 3,100,000 units at a price of $0.05 per unit for gross proceeds of 

$155,000. Each unit consists of one common share (“Share”) and one share purchase warrant (“Warrant”), with each 

Warrant entitling the holder to acquire one additional Share at a price of $0.05 per share until November 13, 2016. 

 

On May 23, 2014, the Company issued 2,560,000 units at a price of $0.05 per unit for gross proceeds of $128,000.  

Each unit consists of one common share (“Share”) and one share purchase warrant (“Warrant”), with each Warrant 

entitling the holder to acquire one additional Share at a price of $0.06 per share until May 23, 2017. 

 

              On September 13, 2013, the Company issued 300,000 shares with a fair value of $15,000 as the final option payment 

on the Clisbako claims (see Note 6(a)). 

 

               On September 26, 2013, the Company issued 100,000 shares with a fair value of $5,000 pursuant to the option 

agreement on the Takla claims (see Note 6(c)). 

 

Warrants 

 

 
 
 

 

Number of 
Warrants 

 
Weighted 

Average 
Exercise Price 

Balance, June 30, 2013                                                                                                  3,950,000 $             0.20 
Expired      (3,950,000) 0.20 
Issued        5,660,000 0.05 

Balance, June 30, 2014        5,660,000  0.05 
    
Issued      32,687,200 0.05 

Balance, June 30, 2015      38,347,200 $             0.05 
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9.  SHARE CAPITAL (cont’d…) 

 

As of June 30, 2015, the following warrants are outstanding: 

  

 

 

 

 

 

 

 

 

 

Stock options 

 

The Company adopted a stock option plan (the “Stock Option Plan”) under which the Company can grant options to 

directors, officers, employees and consultants for up to 10% of the issued and outstanding common shares.  Under 

the Stock Option Plan, the exercise price of an option may not be less than the closing market price during the 

trading day immediately preceding the date of the grant of the option, less any applicable discount allowed by the 

TSX-V.  The options can be granted for a maximum term of ten years and vest at the discretion of the Board of 

Directors. 

 

   

 

Number of Options 

 

Weighted 

Average 

Exercise Price 

Outstanding, June 30, 2013    1,200,000 $ 0.15 

Granted  700,000 0.06 

Granted  100,000 0.07 

Outstanding, June 30, 2014  2,000,000 0.11 

    

Cancelled  (100,000) 0.07 

    

Outstanding, June 30, 2015  1,900,000 $            0.12 

 

 

As of June 30, 2015, the following stock options are outstanding: 

 

 

Expiry Dates 
Number of option 

outstanding 

Number of options 

exercisable 
Exercise price Remaining life in years 

     

November 20, 2015 700,000 700,000 $ 0.06 0.39 

April 12, 2017 1,200,000 1,200,000 $ 0.15 1.79 

 

 

The total fair value of stock options granted during the year ended June 30, 2015 using the Black-Scholes option 

pricing model was $Nil (2014 - $20,821). Annualized volatility is estimated by considering historic average share 

price volatility of the Company’s publicly traded shares. 

 

The following weighted average assumptions were used for the Black-Scholes valuation of stock options granted: 

 

    

Expiry Date Number of warrants Exercise price  Remaining life in years 

November 13, 2016  3,100,000 $0.05 1.38 

May 23, 2017  2,560,000 $0.06 1.90 

September 3, 2015  1,866,700 $0.10 0.18 

September 3, 2017      720,000 $0.06 2.18 

June 16, 2018 30,100,500 $0.05 2.96 
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9.  SHARE CAPITAL (cont’d…) 

  

  

 

 

 

 

 

 

 

10. INCOME TAX  

 

A reconciliation of income taxes at statutory rates is as follows:   

 2015 2014 

   

Loss for the year $        (257,052) $       (232,173) 

   

Expected income tax expense (recovery) (67,000) (60,000) 

Permanent differences  (4,000)  (14,000) 

Impact of flow-through shares 21,000 74,000  

Adjustment to prior years provision versus statutory tax rates - (9,000) 

Change in unrecognized deductible temporary differences 50,000 9,000  

Total income tax expense (recovery) $                      - $                      - 

   

   

The significant components of the Company’s unrecognized deferred tax assets (liabilities) are as follows: 

 2015 2014 

   

   Mineral properties $        (150,000) $        (133,000) 

   Share issue costs 12,000 25,000 

   Non-capital losses 336,000 251,000 

Net unrecognized deferred income tax assets $          198,000 $         143,000 

 

 

 

No net deferred tax asset has been recognized in respect of the above for the years ended June 30, 2015 and 2014 

because the amount of future taxable profit that will be available to realize such assets is not probable. 

 

The Company has non-capital losses of approximately $1,293,000 (2014- $966,000) which may be carried forward 

and applied against taxable income in future years. These losses, if not utilized, will expire through to 2035. 

 

 Tax attributes are subject to review, and potential adjustment, by tax authorities.    

 

 

11. SEGMENTED INFORMATION 

 

The Company currently conducts substantially all of its operations in one business segment being the acquisition 

and exploration of resource properties which are located in the Canada. 

 

 

 

 

 2015 2014 

Annualized volatility - 100% 

Risk-free interest rate - 1.10% 

Dividend yield - - 

Expected life of options - 2.04 years 

Fair value of options granted - $0.03 
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12. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS    

 

 

Non-Cash Financing And Investing Activities 

 

2015 

 

2014 

   

   

Shares issued for mineral properties $            5,000  $           20,000 

Mineral property assets included in accounts payable and accrued liabilities $                   -  $                500 

   

 

 

 

  

 

 


