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Independent Auditor’s Report 

To the Shareholders of Midas Gold Corp.   

Opinion 
We have audited the consolidated financial statements of Midas Gold Corp. and its subsidiaries (the 
“Company”), which comprise the consolidated statements of financial position as at December 31, 
2018 and December 31, 2017 and the consolidated statements of net loss and comprehensive loss, 
changes in equity and cash flows for the years ended December 31, 2018 and December 31, 2017 
and, and notes to the consolidated financial statements, including a summary of significant accounting 
policies (collectively referred to as the “financial statements”). 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 2018 and December 31, 2017, and its financial 
performance and its cash flows for the years ended December 31, 2018 and December 31, 2017 in 
accordance with International Financial Reporting Standards (“IFRS”). 
 
Basis for Opinion 
We conducted our audit in accordance with Canadian generally accepted auditing standards 
(“Canadian GAAS”). 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 Company 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. 
 
Other Information 
Management is responsible for the other information. The other information comprises:  

● Management’s Discussion and Analysis; and  

● The information, other than the financial statements and our auditor’s report thereon, in the 
Annual Information Form.  

Our opinion on the financial statements does not cover the other information and we do not and will 
not express any form of assurance conclusion thereon. In connection with our audit of the 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 financial statements or our 
knowledge obtained in the audit, or otherwise appears to be materially misstated. 
  
We obtained Management’s Discussion and 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. 
 
The Annual Information Form is expected to be made available to us after the date of the auditor’s 
report. If, based on the work we will perform on this other information, we conclude that there is a 
material misstatement of this other information, we are required to report that fact to those charged 
with governance.  
 
Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 



Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS, 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. 
 
In preparing the financial statements, management is responsible for assessing the Company’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 Company or 
to cease operations, or has no realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the Company’s financial reporting 
process. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the 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 GAAS 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 financial statements. 
 
As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also: 
 
● Identify and assess the risks of material misstatement of the 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 Company’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 Company’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 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 Company to 
cease to continue as a going concern. 

● Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the 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 Company to express an opinion on the 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 Jayana Darras. 
 
/s/ Deloitte LLP 
 
Chartered Professional Accountants 
February 21, 2019
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   Notes   December 31, 2018  December 31, 2017  

ASSETS          

CURRENT ASSETS           

  Cash and cash equivalents    $  29,886,558   $ 18,915,423  

  Trade and other receivables      264,047    36,792  

  Prepaid expenses      270,161    288,349  

       $  30,420,766   $ 19,240,563  

NON-CURRENT ASSETS          

  Buildings and equipment  4   $ 396,881  $ 543,005  

  Exploration and evaluation assets 5    71,132,883   70,857,593  

       $ 71,529,764  $ 71,400,598  

TOTAL ASSETS    $ 101,950,530  $ 90,641,162  

               

LIABILITIES AND EQUITY          

CURRENT LIABILITIES          

  Trade and other payables    $ 2,921,175  $ 3,244,854  

 Warrant derivative (i) 6    454,819   252,595  

    $    3,375,994  $ 3,497,449  

NON-CURRENT LIABILITIES          

  Convertible notes 7   $ 23,433,664  $ 22,944,867  

 Convertible note derivative (ii) 8    48,479,797   29,817,891  

       $ 71,913,461  $ 52,762,758  

 TOTAL LIABILITIES    $ 75,289,455  $ 56,260,207  

          

EQUITY           

  Share capital 9   $ 267,595,776  $ 228,787,138  

  Equity reserve 9    24,394,532   23,635,063  

  Deficit      (265,329,233 )  (218,041,246 ) 
TOTAL EQUITY     $ 26,661,075  $ 34,380,955  

TOTAL LIABILITIES AND EQUITY      $ 101,950,530  $ 90,641,162  
 
Approved on behalf of the Board of Directors:        

/s/ Stephen Quin 
 

  /s/ Donald Young 

Stephen Quin - Director   Donald Young - Director 
 

 
 
Footnotes: 
(i) The warrant derivative is valued at fair value in accordance with International Financial Reporting Standards (“IFRS”). There 

are no circumstances in which the Corporation would be required to pay any cash upon exercise or expiry of the warrants or 
options. See Note 6. 

(ii) The Convertible Note Derivative is valued at fair value in accordance with IFRS. There are no circumstances in which the 
Corporation would be required to pay cash upon conversion of the Convertible Notes.  See Note 8.



Midas Gold Corp. 
CONSOLIDATED STATEMENTS OF NET LOSS AND COMPREHENSIVE LOSS 
For the years ended December 31, 2018 and December 31, 2017 
(expressed in US dollars)  
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See accompanying notes to consolidated financial statements 

 

 
 

Notes 
  

December 31,     
2018 

  
December 31, 

2017 
 

EXPENSES        
 Consulting   $ 44,001  $ 24,886  
 Corporate salaries and benefits    649,053   854,368  
 Depreciation 4   267,085   639,731  
 Directors’ fees    124,719   107,720  
 Exploration and evaluation 10   25,072,224   20,978,354  
 Office and administrative    177,495   164,066  
 Professional fees    187,256   275,736  
 Share based compensation  9   1,305,433   1,609,354  
 Shareholder and regulatory    341,851   385,020  
 Travel and related costs    241,063   163,868  
OPERATING LOSS   $ 28,410,180  $ 25,203,102  
          
OTHER (INCOME) EXPENSES         
 Change in fair value of warrant derivative (i) 6  $  202,224  $ (839,455  ) 
 Change in fair value of convertible note derivative (ii) 8   22,783,374   (21,799,942 ) 
 Finance costs 11   2,475,660   2,232,310  
 Foreign exchange (gain) loss     (5,946,729 )  3,789,794  
 Interest income     (636,724 )  (293,546 ) 
    Total other (income) loss   $ 18,877,805  $ (16,910,839 ) 
          
NET LOSS AND COMPREHENSIVE LOSS   $ 47,287,985  $ 8,292,263  
         
NET LOSS PER SHARE, BASIC AND DILUTED   $ 0.22  $ 0.05  
         
WEIGHTED AVERAGE NUMBER OF SHARES 
OUTSTANDING, BASIC AND DILUTED 

        
   216,893,422   184,009,046  

 
 
 
 
 
 
 
 
 
Footnotes: 

(i) The warrant derivative is valued at fair value in accordance with IFRS. There are no circumstances in which the 
Corporation would be required to pay any cash upon exercise or expiry of the warrants or options. See Note 6. 

(ii) The Convertible Note Derivative is valued at fair value in accordance with IFRS. There are no circumstances in which the 
Corporation would be required to pay cash upon conversion of the Convertible Notes.  See Note 8. 



Midas Gold Corp. 
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 
For the years ended December 31, 2018 and December 31, 2017 
(expressed in US dollars except for number of shares) 

 

5 
See accompanying notes to consolidated financial statements 

 

        
Share Capital 

 
 

   
 

    

  Note   Shares   Amount   Equity Reserve   Deficit    Total   
BALANCE, January 1, 2017    180,002,017  $ 225,168,974  $ 22,101,334  $ (209,748,985 ) $ 37,521,323  

Share based compensation  9 
 -   -   1,609,354   -   1,609,354  

Options exercised  9  438,500   204,121   (75,625 )  -   128,496  
Warrants exercised  6  5,615,833   3,275,621   -   -   3,275,621  
Convertible notes converted  7,8  299,915   138,423   -   -   138,423  
Net loss and comprehensive loss for the year      -   -   -   (8,292,263 )  (8,292,263 ) 
BALANCE, December 31, 2017    186,356,265  $ 228,787,138  $ 23,635,063  $ (218,041,248 ) $ 34,380,954  

Share based compensation  9 
 -   -   1,232,233   -   1,232,233  

Private placement  9  46,551,731   38,065,907   -   -   38,065,907  
Share issue cost  9  -   (542,635 )  -   -   (542,635 ) 
Shares issued from options    1,904,694   1,285,366   (472,764 )  -   812,601  
Net loss and comprehensive loss for the year      -   -   -   (47,287,985 )  (47,287,985 ) 
BALANCE, December 31, 2018    234,812,690  $ 267,595,776  $ 24,394,532  $ (265,329,233 ) $ 26,661,075  

                  
                  



Midas Gold Corp. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
For the years ended December 31, 2018 and December 31, 2017 
(expressed in US dollars) 
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  Notes  December 31, 
2018  

December 31, 
2017  

OPERATING ACTIVITIES:         
Net loss   $ (47,287,985 ) $ (8,292,263 ) 
Adjustments for:          
 Share based compensation 9   1,305,433   1,609,354  
 Depreciation    267,085   639,731  
 Accretion and interest expense 7,11   2,475,660   2,232,310  
 Change in fair value of warrant derivative 6   202,224   (839,455 ) 
 Change in fair value of convertible note derivative 8   22,783,374   (21,799,942 ) 
 Unrealized foreign exchange (gain) loss    (5,966,416 )  3,928,854  
 Interest income    (636,724 )  (293,546 ) 
Changes in:          
 Trade and other receivables    (162,845 )  (43,271 ) 
 Prepaid expenses    18,187   (6,233 ) 
 Trade and other payables    (323,679 )  1,972,146  
       Net cash used in operating activities   $ (27,325,685 ) $ (20,892,315 ) 
INVESTING ACTIVITIES:         
 Investment in exploration and evaluation assets 5  $ (275,290 ) $ (375,290 ) 

 Purchase of buildings and equipment 4   (120,960 )  (120,134 ) 
 Interest received    572,314   323,340  
       Net cash provided by (used in) investing activities   $ 176,063  $ (172,084 ) 
FINANCING ACTIVITIES:         

 Proceeds from issuance of common shares, May 2018 
financing 8  $ 38,065,907  $ -  

 Payment of transaction costs on issuance of common 
shares, May 2018 financing 8   (542,635 )  -  

 Proceeds from issuance of common shares through 
exercise of options    739,400   2,641,102  

 Interest paid on convertible notes 6   (19,276 )  (18,512)  
       Net cash provided by financing activities   $ 38,243,397  $ 2,622,591  
Effect of foreign exchange on cash and cash equivalents    (122,640 )  176,877  
Net increase (decrease) in cash and cash equivalents    10,971,135   (18,264,931 ) 
Cash and cash equivalents, beginning of year    18,915,423   37,180,354  
Cash and cash equivalents, end of year   $ 29,886,558  $ 18,915,423  
         
Cash   $ 2,104,088  $ 1,093,049  
Investment savings accounts    19,243,627   6,924,242  
GIC and term deposits    8,538,843   10,898,132  
Total cash and cash equivalents   $ 29,886,558  $ 18,915,423  
         
  



Midas Gold Corp. 
Notes to Consolidated Financial Statements 
For the years ended December 31, 2018 and December 31, 2017 
(expressed in US dollars) 
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1. Nature of Operations 
 

Midas Gold Corp. (“the Corporation” or “Midas Gold”) was incorporated on February 22, 2011 under the 
Business Corporations Act of British Columbia.  The Corporation was organized to locate, acquire, develop 
and restore mineral properties located principally in the Stibnite – Yellow Pine mining district in 
Valley County, Idaho.  The Corporation’s principal asset is the Stibnite Gold Project (“Stibnite Gold Project” 
or the “Project”). The Corporation currently operates in one segment, mineral exploration in the United 
States.  The corporate office of Midas Gold is located at 890-999 West Hastings Street, Vancouver, BC, V6C 
2W2, Canada. 

 
2. Basis of Preparation 
  

a. Statement of Compliance 
 

These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as at December 31, 2018. 

 
b. Basis of Presentation 

 
These consolidated financial statements have been prepared on the historic cost basis except for certain 
financial instruments, which are measured at fair value as explained in the Summary of Significant 
Accounting Policies set out in Note 3.   
 
These consolidated financial statements for the years ended December 31, 2018 and December 31, 2017 
were approved and authorized for issue by the board of directors on February 21, 2019. 
 

3. Summary of Significant Accounting Policies 
 

a. Basis of Consolidation  
 
These consolidated financial statements include the financial statements of Midas Gold and its wholly 
owned subsidiary companies: 

 
Midas Gold Idaho, Inc.; 
Idaho Gold Resource Company, LLC; and 
Stibnite Gold Company. 

 
All intercompany transactions, balances, income and expenses, have been eliminated. 

 
b. Functional and Presentation Currency 

 
The functional and presentation currency of the Corporation and its subsidiaries is the US Dollar (“USD” or 
“$”).  As the Midas Gold corpore office is located in Vancouver, BC, there are also certain transactions in 
Canadian Dollars (CAD or C$).  All amounts in these consolidated financial statements are in USD, unless 
otherwise stated. 
 

  



Midas Gold Corp. 
Notes to Consolidated Financial Statements 
For the years ended December 31, 2018 and December 31, 2017 
(expressed in US dollars) 
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3. Summary of Significant Accounting Policies (continued) 
 

c. Cash and Cash Equivalents 
 

For the purpose of the consolidated statements of financial position and consolidated statements of cash 
flows, the Corporation considers all highly liquid investments readily convertible to a known amount of cash 
with an original maturity of three months or less and subject to an insignificant risk of changes in value to 
be cash equivalents.   
 

d. Financial Assets 
 

Financial assets are classified into one of four categories, fair value through profit or loss (“FVTPL”), fair 
value through Other Comprehensive Income (“FVOCI”) as a debt investment, FVOCI as an equity investment 
and amortized cost. 
 
The classification is determined at initial recognition and depends on the nature and purpose of the financial 
asset. 
 

(i) FVTPL financial assets 
 

Financial assets are classified as FVTPL when the financial asset is held for trading or it is designated 
as FVTPL. A financial asset is classified as held for trading if: 
• it has been acquired principally for the purpose of selling in the near future; 
• it is a part of an identified portfolio of financial instruments that the Corporation manages 

and has an actual pattern of short-term profit-taking; or 
• it is a derivative that is not designated and effective as a hedging instrument. 

 
Financial assets classified as FVTPL are stated at fair value with any resultant gain or loss recognized 
in profit or loss. The net gain or loss recognized incorporates any dividend or interest earned on 
the financial asset. Transaction costs related to assets classified as FVTPL are expensed.  The 
Corporation does not have any assets classified as FVTPL financial assets. 

 
(ii) FVOCI financial assets – debt investments 

 
Financial assets are classified as FVOCI – debt investments if both of the following conditions are 
met: 
• The asset is held within a business model whose objective is achieved by both holding the 

financial asset in order to collect contractual cash flows and selling the financial asset, and 
• The contractual terms of the financial asset give rise on specified dates to cash flows that are 

solely payments of principal and interest on the principal amount outstanding. 
 
The Corporation does not have any assets classified as FVOCI – debt investments. 

 
(iii) FVOCI financial asset – equity investments 

 
IFRS 9 requires all equity investments to be measured at fair value, with a default approach of 
recognizing all changes in fair value through profit or loss.  For equity investments that are not held 
for trading, entities can make irrevocable election at initial recognition to classify the instruments 
as at FVOCI, with all subsequent changes in fair value being recognized in other comprehensive 
income (OCI).  Under this new category, fair value changes are recognized in OCI while dividends  
 



Midas Gold Corp. 
Notes to Consolidated Financial Statements 
For the years ended December 31, 2018 and December 31, 2017 
(expressed in US dollars) 
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3. Summary of Significant Accounting Policies (continued) 
 

are recognized in profit and loss. The Corporation does not have any assets classified as FVOCI – 
equity investments. 

 
(iv) Amortized cost 

 
Financial assets are classified as amortized cost if both of the following conditions are met:  
• The asset is held within a business model whose objective is to hold assets in order to collect 

contractual cash flows; and 
• The contractual terms of the financial asset give rise on specified dates to cash flows that are 

solely payments of principal and interest on the principal amount outstanding. 
 
These assets are subsequently measured at amortized cost using the effective interest method. 
 

(v) Effective interest method 
 

The effective interest method calculates the amortized cost of a financial asset and allocates 
interest income over the corresponding period. The effective interest rate is the rate that discounts 
estimated future cash receipts over the expected life of the financial asset, or, where appropriate, 
a shorter period, to the net carrying amount on initial recognition. 

 
(vi) Impairment of financial assets 

 
Financial assets, other than those at FVTPL, are assessed for indicators of impairment at each 
period end. 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 asset, the estimated 
future cash flows of the investment have been impacted. 

 
Objective evidence of impairment could include the following: 
• significant financial difficulty of the issuer or counterparty; 
• default or delinquency in interest or principal payments;  
• it has become probable that the borrower will enter bankruptcy or financial reorganization; 

or 
• a significant or prolonged decline in value. 
 
For financial assets carried at amortized cost, the amount of the impairment is the difference 
between the asset’s carrying amount and the present value of the estimated future cash flows, 
discounted at the financial asset’s original effective interest rate. 

 
The carrying amount of all financial assets, excluding trade receivables, is directly reduced by the 
impairment loss. The carrying amount of trade receivables is reduced through the use of an 
allowance account. When a trade receivable is considered uncollectible, it is written off against 
the allowance account.  Changes in the carrying amount of the allowance account are recognized 
in profit or loss. 

 
With the exception of AFS equity instruments, if, in a subsequent period, the amount of the 
impairment loss decreases and the decrease relates to an event occurring after the impairment 
was recognized; the previously recognized impairment loss is reversed through profit or loss.  The 
impairment on AFS equity instruments is not reversed if the value of the AFS equity investments  
 



Midas Gold Corp. 
Notes to Consolidated Financial Statements 
For the years ended December 31, 2018 and December 31, 2017 
(expressed in US dollars) 
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3. Summary of Significant Accounting Policies (continued) 
 

subsequently increases.  On the date of impairment reversal, the carrying amount of the financial 
asset cannot exceed its amortized cost had impairment not been recognized. 

 
(vii) Derecognition of financial assets 

 
A financial asset is derecognized when: 
•  the contractual right to the asset’s cash flows expire; or 
•  if the Corporation transfers the financial asset and substantially all risks and rewards of 

ownership to another entity. 
 

e. Financial Liabilities and Equity 
 

Debt and equity instruments are classified as either 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 of its liabilities. Equity instruments issued by the Corporation are recorded at the proceeds 
received, net of direct issue costs. 

 
Financial liabilities are classified as either financial liabilities at FVTPL or other financial liabilities. 
 

(i)  Other financial liabilities 
 

Other financial liabilities are initially measured at fair value, net of transaction costs, and are 
subsequently measured at amortized cost using the effective interest method, with interest 
expense recognized on an effective yield basis. 
 
The effective interest method is a method of calculating the amortized cost of a financial liability 
and of allocating interest expenses over the corresponding period. The effective interest rate is 
the rate that exactly discounts estimated future cash payments over the expected life of the 
financial liability, or, where appropriate, a shorter period, to the net carrying amount on initial 
recognition. 

 
The Corporation has classified trade and other payables and Convertible Notes as other financial 
liabilities.  The Corporation has classified the warrant derivative and Convertible Note Derivative 
as FVTPL. 

 
(ii) Derecognition of financial liabilities 

 
The Corporation derecognizes financial liabilities when, and only when, the Corporation’s 
obligations are discharged, cancelled or they expire. 
 

f. Exploration and Evaluation Assets and Expenses 
 

Exploration and evaluation assets are recorded at cost less accumulated impairment losses, if any.  All direct 
costs related to the acquisition of mineral properties are capitalized until the technical feasibility and 
commercial viability of the asset is established, at which time the capitalized costs are reclassified to mineral 
properties under development. Technical feasibility and commercial viability are defined as (1) the 
determination of mineral reserves and (2) a decision to proceed with development has been recommended  
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Notes to Consolidated Financial Statements 
For the years ended December 31, 2018 and December 31, 2017 
(expressed in US dollars) 
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3. Summary of Significant Accounting Policies (continued) 
 

by management and approved by the Corporation’s board of directors.  Exploration and evaluation costs, 
subsequent to acquisition, are expensed until it has been established that a mineral property is technically 
feasible and commercially viable, and a mine development decision has been made by the Corporation.  

 
Thereafter, the Corporation will capitalize expenditures subsequently incurred to develop the mine, prior 
to the start of mining operations. 

 
Management reviews the facts and circumstances to determine whether there is an indication that the 
carrying amount of the exploration and evaluation assets exceeds the recoverable amount at each reporting 
date.  Indication includes but is not limited to, the expiration of the right to explore, substantive expenditure 
in the specific area is neither budgeted nor planned and if the entity has decided to discontinue exploration 
activity in the specific area.  If facts and circumstances exist that indicate that the assets are impaired, 
management will assess whether the carrying value exceeds recoverable value, and the Corporation will 
impair the carrying value of the property. 
 
Where the Corporation has determined that impairment indicators exist, the Corporation will also assess 
for impairment under IAS 36 Impairment of assets, whereby the cash generating unit (“CGU”) is assessed 
for impairment by comparing the carrying value to its recoverable amount, which is the higher of the value 
in use and the fair value less costs to sell.  The fair value less costs to sell is determined by the best 
information available to reflect the amount the Corporation could receive for the CGU in an arm’s length 
transaction. 

 
g. Loss Per Share 

 
Basic loss per share is computed by dividing the 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 share purchase options and warrants, if dilutive. The number 
of additional shares is calculated by assuming that outstanding share purchase options were exercised and 
that the proceeds from such exercises were used to acquire common shares at the average market price 
during the reporting periods.  All share purchase options and warrants were anti-dilutive for the years 
presented. 

 
h. Foreign Currency Translation 

 
Transactions in currencies other than the entity’s functional currency are recorded at the exchange rate 
prevailing at the dates of the transactions. Monetary assets and liabilities are translated using the period 
end foreign exchange rate.  Non-monetary assets and liabilities are translated using the historical rate on 
the date of the transaction.  All gains and losses on translation of these foreign currency transactions are 
included in the consolidated Statement of Net Loss and Comprehensive Loss. 
 

i. Income Taxes 
 

Income tax expense consists of current and deferred tax expense. Income tax expense is recognized in the 
Statement of Net Loss and Comprehensive Loss. 
 
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. 
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Notes to Consolidated Financial Statements 
For the years ended December 31, 2018 and December 31, 2017 
(expressed in US dollars) 
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3. Summary of Significant Accounting Policies (continued) 
 

Deferred tax assets and liabilities are recognized for deferred tax consequences attributable to differences 
between the financial statement carrying amounts of existing assets and liabilities and their respective tax 
bases. Deferred tax assets and liabilities are measured using the substantively enacted tax rates expected 
to apply when the asset is realized, or the liability settled. The effect on deferred tax assets and liabilities of 
a change in tax rates is recognized in income in the period that substantive enactment occurs.  A deferred 
tax asset is recognized to the extent that it is probable that future taxable profits will be available against 
which the asset can be utilized. To the extent that the Corporation does not consider it probable that a 
deferred tax asset will be recovered, the deferred tax asset is derecognized. 
 
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 Corporation intends to settle its current tax assets and liabilities on a net basis. 

 
j. Share Based Compensation 

 
The Corporation grants share purchase options to directors, officers, employees and consultants. The board 
of directors grants such options for periods of up to five years, with vesting periods determined at its sole 
discretion and at prices equal to or greater than the closing price on the day proceeding the day the options 
were granted. 

 
The fair value of the options granted is measured at the grant date, using the Black-Scholes option pricing 
model, and is recognized over the vesting period, which is the period over which all of the specific vesting 
conditions are satisfied.  Forfeitures are estimated at the grant date.  For awards with graded vesting, the 
fair value of each tranche is measured separately and recognized over its respective vesting period. The fair 
value is recognized as an expense with a corresponding increase in equity reserve. The amount recognized 
as expense is adjusted to reflect the number of share options which actually vest. 
 
When the Corporation grants share purchase options, which only vest upon satisfaction of a contingent 
event, the fair value of the option is measured on the date of grant using the same valuation model and 
assumptions used for options without performance conditions. The Corporation will recognize 
compensation expense based on an estimate of performance condition that will be satisfied. 

 
k. Reclamation and Remediation 

 
The Corporation recognizes liabilities for statutory, contractual, constructive or legal obligations associated 
with buildings and equipment and exploration and evaluation assets, when those obligations result from 
the acquisition, construction, development or normal operation of the assets. Discount rates using a pre-
tax rate that reflect the time value of money are used to calculate the net present value of such costs. The 
Corporation’s estimates of reclamation costs could change as a result of changes in regulatory 
requirements, discount rates and assumptions regarding the amount and timing of the future expenditures. 
The Corporation’s estimates are reviewed annually for changes in regulatory requirements, discount rates, 
effects of inflation and changes in estimates. The costs of rehabilitation projects that were included in the 
rehabilitation provision are recorded against the provision as incurred.   As at December 31, 2018 and 2017, 
the Corporation had no rehabilitation liabilities.  

 
l. Buildings and Equipment 

 
Buildings and equipment are recorded at cost less amortization, depletion and accumulated impairment 
losses, if any. 
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3. Summary of Significant Accounting Policies (continued) 
 

Where significant components of buildings and equipment have different useful lives, the components are 
accounted for as separate items. Expenditures incurred to replace a component that is accounted for 
separately, including major inspection and overhaul expenditures, are capitalized. Directly attributable 
expenses incurred for major capital projects are capitalized until the asset is brought to a working condition 
for its intended use. These costs include dismantling and site restoration costs to the extent these are 
recognized as a provision. 
 
The cost of self-constructed assets includes the cost of materials, direct labour and an appropriate portion 
of normal overhead. The costs of day-to-day servicing are recognized in expenses as incurred, as 
“maintenance and repairs.” 

 
The Corporation depreciates its assets, less their estimated residual values, as follows: 
 

Category Method Useful life 
Equipment and Vehicles Straight-line 3 to 7 years 

Buildings Straight-line 5 to 10 years 
 
The depreciation method, useful life and residual values are assessed annually. 

 
m. Impairment 

 
The Corporation’s tangible and intangible assets are reviewed for indications of impairment at each 
reporting date.  If an indication of impairment exists, the asset’s recoverable amount is estimated to 
determine extent of impairment, if any.  Where the asset does not generate independent cash flows, the 
Corporation estimates the recoverable amount of the Cash Generating Unit (“CGU”) to which the asset 
belongs. 
 
An impairment loss is recognized when the carrying amount of an asset or CGU exceeds its recoverable 
amount. Impairment losses are recognized in profit and loss for the period. The recoverable amount is the 
greater of the asset’s fair value less costs to sell and its value in use. 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.  

 
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.  

 
n. Leases 

 
Operating lease payments are expensed on a straight-line basis over the term of the relevant lease. 
Incentives received upon entry into an operating lease are recognized straight-line over the lease term. The 
recognition of operating leases may change with the adoption of IFRS 16 – Leases in Q1 2019.  See further 
discussion on the new standard and its potential effect in FN3(q) below. 
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3. Summary of Significant Accounting Policies (continued) 
 

o. Provisions 
 
Provisions are recorded when a present legal or constructive obligation exists as a result of past events 
where it is probable that an outflow of resources embodying economic benefits will be required to settle 
the obligation, and a reliable estimate of the amount of the obligation can be made. 

 
The amount recognized as a provision is the best estimate of the consideration required to settle the 
present obligation at the statement of financial position date, taking into account the risks and uncertainties 
surrounding the obligation. Where a provision is measured using the cash flows estimated to settle the 
present obligation, its carrying amount is the present value of those cash flows. When some or all of the 
economic benefits required to settle a provision are expected to be recovered from a third party, the 
receivable is recognized as an asset if it is virtually certain that reimbursement will be received, and the 
amount receivable can be measured reliably. 

 
p. Significant Accounting Estimates and Judgments 

 
The preparation of consolidated financial statements in conformity with IFRS requires management to 
make judgments, estimates and assumptions about future events that affect the reported amounts of 
assets and liabilities at the date of the financial statements and the reported amounts of revenue and 
expenses during the reporting period.  Although these estimates are based on management's best 
knowledge of the amount, events or actions, actual results may differ from these estimates.  
 
Critical judgments exercised in applying accounting policies that have the most significant effect on the 
amounts recognized in the consolidated financial statements are as follows: 

 
i) Probability of future economic benefits of exploration and evaluation costs 

The application of the Corporation’s accounting policy for exploration and evaluation expenditures 
requires judgment in determining whether it is probable that future economic benefits will be 
generated from the exploitation of an exploration and evaluation asset when activities have not yet 
reached a stage where a reasonable assessment of the existence of reserves can be determined. The 
estimation of mineral reserves is a complex process and requires significant assumptions and estimates 
regarding economic and geological data and these assumptions and estimates impact the decision to 
either expense or capitalize exploration and evaluation expenditures. 
 
Upon determination of mineral reserves, the Corporation evaluates the commercial viability of the 
assets, based on the existence of mineral reserves as well as the ability to obtain permitting, financing 
and a commercially viable construction schedule.  Upon making a decision to proceed with the 
development of the property, the exploration and evaluation assets would be reclassified to mineral 
properties under development. 

 
ii) Functional currency 

The functional currency for each of the Corporation's subsidiaries is the currency of the primary 
economic environment in which the entity operates.  The Corporation has determined that the 
functional currency of each entity is the US dollar.  Determination of functional currency may involve 
certain judgments to determine the primary economic environment and the Corporation reconsiders 
the functional currency of its entities if there is a change in events and conditions which determined 
the primary economic environment.  
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3. Summary of Significant Accounting Policies (continued) 
 

Information about assumptions and estimation uncertainties that have a significant risk of resulting in 
material adjustments are as follows: 
 
i) Impairment of building and equipment and exploration and evaluation assets 

Management considers both external and internal sources of information in assessing whether there 
are any indications that the Corporation's building and equipment and exploration and evaluation 
assets are impaired.  External sources of information management considers include changes in the 
market, economic and legal environment in which the Corporation operates that are not within its 
control and affect the recoverable amount of its building and equipment and exploration and 
evaluation assets.  Internal sources of information management considers include the manner in which 
mining properties and building and equipment are being used or are expected to be used and 
indications of economic performance of the assets. 

 
ii) Mineral resource and reserve estimates 

The figures for mineral resources and reserves are determined in compliance with the requirements of 
National Instrument 43-101, "Standards of Disclosure for Mineral Projects”, issued by the Canadian 
Securities Administrators.  There are numerous uncertainties inherent in estimating mineral resources 
and reserves, including many factors beyond the Corporation's control.  Such estimation is a subjective 
process, and the accuracy of any mineral resource estimate is a function of the quantity and quality of 
available data and of the assumptions made and judgements used in engineering and geological 
interpretation.  Differences from management's assumptions (including economic assumptions such 
as metal prices and market conditions) could have a material effect in the future on the Corporation's 
financial position and results of operation. 

 
iii) Valuation of share-based compensation, convertible note derivative and warrant derivative 

The Corporation uses the Black-Scholes Option Pricing Model or other valuation models for valuation 
of share-based compensation, Convertible Note Derivative and warrant derivative.  Option pricing 
models require the input of subjective assumptions including expected share price volatility, interest 
rate and forfeiture rate.  Changes in the input assumptions can materially affect the fair value estimate 
and the Corporation's net loss and equity reserves. 

 
q. Standards Issued but not yet Effective 

 
i) Leases 

IFRS 16 - In January 2016, the IASB issued IFRS 16 – Leases ("IFRS 16") which replaces IAS 17 – Leases 
and its associated interpretative guidance. IFRS 16 applies a control model to the identification of 
leases, distinguishing between a lease and a service contract on the basis of whether the customer 
controls the asset being leased. For those assets determined to meet the definition of a lease, IFRS 16 
introduces significant changes to the accounting by lessees, introducing a single, on-balance sheet 
accounting model that is similar to current finance lease accounting, with limited exceptions for short-
term leases or leases of low value assets. Lessor accounting remains similar to current accounting 
practice. The standard is effective for annual periods beginning on or after January 1, 2019.  
 
The Corporation went through the process of reviewing contracts and identifying those that might be 
relevant under the new standard. Specific leases identified for further review included office leases 
and an equipment/service contract for printers at the US subsidiaries. Upon further review it was 
determined that the related contracts were either considered to be ‘short-term’ leases or included 
‘low value assets’ under the new standard. Based on the assessment of the standard, the Corporation 
does not expect the standard to have a material impact on the financial statements.   
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4. Buildings and Equipment 
 

At December 31, 2018 and December 31, 2017, the Corporation’s buildings and equipment were as follows: 
 

  Buildings   Equipment and 
Vehicles 

  Total  

Cost          
Balance, December 31, 2016 $ 2,477,480  $ 4,577,456  $ 7,054,936  
Additions  -   120,134   120,134  
Balance, December 31, 2017 $ 2,477,480  $ 4,697,590  $ 7,175,070  
Additions  -   120,960   120,960  
Balance, December 31, 2018 $ 2,477,480  $ 4,818,551  $ 7,296,031  
          
Accumulated Depreciation          
Balance, December 31, 2016 $ 2,112,694  $ 3,879,638  $ 5,992,334  
Depreciation charge for the year  224,320   415,411   639,731  
Balance, December 31, 2017 $ 2,337,014  $ 4,295,051  $ 6,632,065  
Depreciation charge for the year  66,690   200,395   267,085  
Balance, December 31, 2018 $ 2,403,704  $ 4,495,446  $ 6,899,150  
          
Carrying Value          
Balance, December 31, 2017 $ 140,466  $ 402,540  $ 543,005  
Balance, December 31, 2018 $ 73,776  $ 323,105  $ 396,881  
          

Depreciation expense for the years ended December 31, 2018 and December 31, 2017 was $267,085 and 
$639,731, respectively.  

 
5. Exploration and Evaluation Assets 
 

At December 31, 2018 and December 31, 2017, the Corporation’s exploration and evaluation assets at the 
Stibnite Gold Project were as follows: 
 

   December 31,      December 31,   
      2017    Additions    2018  
Acquisition Costs                    
 Interest on notes payable $ 116,546  $ -  $ 116,546  
 Mineral claims   83,262,757    275,290    83,538,047  
 Royalty interest  1,026,750   -   1,026,750  
 Sale of royalty interest  (13,548,460 )  -   (13,548,460 ) 
Balance  $ 70,857,593  $ 275,290   $  71,132,883  
          
   December 31,      December 31,  
      2016    Additions    2017  
Acquisition Costs           
 Interest on notes payable $ 116,546   $ -  $ 116,546  
 Mineral claims    82,887,467     375,290    83,262,757  
 Royalty interest  1,026,750   -   1,026,750  
 Sale of royalty interest   (13,548,460 )  -   (13,548,460 ) 
Balance  $ 70,482,303   $  375,290   $  70,857,593  
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5. Exploration and Evaluation Assets (continued) 
 

 Summary 
 
The Corporation acquired title to the Stibnite Gold Project through several transactions.  All title is held at 
100% through patented and unpatented mineral and mill site claims, except the Cinnabar claims which are 
held under an option to purchase agreement, and all of the Stibnite Gold Project is subject to a 1.7% net 
smelter returns royalty.   
 
The Cinnabar claims are subject to an option agreement amendment dated December 1, 2016, which states 
that from and after the date of the amended agreement and any time during the term of the amended 
agreement, the Corporation has the option to own 100% of the Cinnabar claim group at no further cost.  
The amended agreement also states that if the Corporation elects not to exercise the option of ownership, 
the option will remain in good standing with payments $40,000 per year for five years paid on each 
December 1 beginning in 2017.  At the end of the five years, rather than elect to take ownership of the 
Cinnabar claim group the Corporation has the option to extend the agreement for an additional 15 years, 
with annual payments each year on December 1st as follows: 2022 – 2026: $25,000; 2027 – 2031: $30,000; 
and 2032 – 2036: $35,000.   As at December 31, 2018, $830,000 had been paid to date on the amended 
option agreement and original option agreement, dated May 3, 2011, which gives the Corporation the 
option to acquire the property at no further cost.  At completion of the amended option agreement, the 
Corporation will have paid $950,000 in total related to the claims. 
 
Title 
 
Although the Corporation has taken steps to verify title to the properties in which it has an interest and, in 
accordance with industry standards for properties in the exploration stage, these procedures do not 
guarantee the Corporation’s title. Property title may be subject to unregistered prior agreements and 
noncompliance with regulatory requirements. 

 
6.  Warrant Derivative 
 

In May 2013, the Corporation issued to Franco Nevada Corporation (“Franco”) 2,000,000 share purchase 
warrants (“Franco Warrants”).  The Franco Warrants are exercisable into 2,000,000 common shares of the 
Corporation at C$1.23 per warrant.  The Franco Warrants contain a mandatory conversion feature which 
requires Franco to exercise 100% of the outstanding warrants if, at any time, the volume weighted average 
trading price of Midas Gold’s common shares is equal to or greater than C$3.23 for a period of 30 
consecutive trading days.  The Franco Warrants expire on May 9, 2023. 
 
The exercise price of the Franco Warrants is denominated in Canadian dollars; however, the functional 
currency of the Corporation is the US Dollar.  As a result of this difference in currencies, the proceeds that 
will be received by the Corporation are not fixed and will vary based on foreign exchange rates and the 
warrants are a derivative and are required to be recognized and measured at fair value at each reporting 
period.  Any changes in fair value from period to period are recorded as a non-cash gain or loss in the 
consolidated statement of net loss and comprehensive loss.  Upon exercise, the holders will pay the 
Corporation the respective exercise price for each warrant exercised in exchange for one common share of 
Midas Gold and the fair value at the date of exercise and the associated non-cash liability will be reclassified 
to share capital.  The non-cash liability associated with any warrants that expire unexercised will be 
recorded as a gain in the consolidated statement of net loss and comprehensive loss.  There are no 
circumstances in which the Corporation would be required to pay any cash upon exercise or expiry of the 
warrants. 
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6.  Warrant Derivative (continued) 
 

A reconciliation of the change in fair values of the derivative is below: 
 

   Fair Value of Warrant Derivative  
Balance, December 31, 2016 $             1,855,065  
             Fair value of warrants exercised (763,014 ) 
             Change in fair value of warrant derivative (839,455 ) 
Balance, December 31, 2017   $                252,595  
             Change in fair value of warrant derivative 202,224  
Balance, December 31, 2018   $                454,819  

 
The fair value of the warrants was calculated using a Black-Scholes valuation model.  The weighted average 
assumptions used in the Black-Scholes valuation model are:   
 

 
 

December 31, 
2018 

December 31, 
2017 

Fair value of related warrants outstanding $0.23 $0.13 
Risk-free interest rate 1.9% 1.9% 
Expected term (in years) 2.4 3.4 
Expected share price volatility 65% 65% 

 
7. Convertible Notes  
 

On March 17, 2016, the Corporation issued unsecured convertible notes (the “Convertible Notes”) for gross 
proceeds of $38.5 (C$50.0) million. The Convertible Notes bear interest at a rate of 0.05% per annum, 
payable annually in cash or common shares (at the Corporation’s election) or added to the principal and 
payable on maturity and have a maturity date of March 17, 2023. On the maturity date, the outstanding 
principal amount of the Convertible Notes is due and payable in cash unless converted in advance of that 
date. The holders of the Convertible Notes may convert any portion of their Convertible Notes at any time 
prior to the maturity date into common shares of the Corporation at a price of C$0.3541 per share. If there 
is an equity financing completed at 95% of C$0.3541, or below, the conversion price is adjusted downward. 
The Convertible Notes can be redeemed by the Corporation after four years with not more than 60-days 
written notice and not less than 30-days written notice when the Corporation’s common shares reach a 
price of C$0.7082 or higher. Following the notice of redemption, but prior to the redemption date, the 
holders may convert their Convertible Notes to be redeemed into common shares at the then-current 
conversion price. 
 
During March 2018, the second annual interest payment was made to note holders in cash, in the amount 
of $19,276. 
 
The Convertible Notes are deemed to contain an embedded derivative (“Convertible Note Derivative”) 
relating to the conversion option. The Convertible Note Derivative was valued upon initial recognition at 
fair value using partial differential equation methods at $19.8 million (Note 8).  At inception, the gross 
proceeds of the Convertible Notes were reduced by the estimated fair value of the Convertible Note 
Derivative ($19.8 million) and the transaction costs of related to the Convertible Notes ($0.4 million) 
resulting in a balance of $18.3 million.  The Convertible Notes are measured at amortized cost and will be 
accreted to maturity over the term using the effective interest method. The expected value of the 
Convertible Notes at maturity is $36.6 million (C$49.9 million) based on the exchange rate at December 31, 
2018 (2017 - $39.8 million (C$49,9 million).  
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7. Convertible Notes (continued) 
 

The components of the Convertible Notes are summarized as follows: 
 
 Convertible Notes  
Balance, December 31, 2016 $ 19,343,758  
 Accretion and interest expense  2,232,310  
         Interest payments  (18,512)  
         Conversions into common shares  (42,765)  
 Foreign exchange adjustments   1,430,076  
Balance, December 31, 2017 $ 22,944,867  
 Accretion and interest expense  2,475,660  
         Interest payments  (19,276)  
 Foreign exchange adjustments   (1,967,588)  
Balance, December 31, 2018 $      23,433,664  

 
8. Convertible Note Derivative  
 

The Convertible Note Derivative related to the Convertible Notes (Note 7) was valued upon initial 
recognition at fair value of $19.8 million using partial differential equation methods and is subsequently re-
measured at fair value at each period end through the consolidated statement of net loss and 
comprehensive loss.  The components of the Convertible Note Derivative are summarized as follows: 
 
 
 

Convertible Note  
Derivative   

Balance, December 31, 2016 $ 49,037,836  
 Fair value adjustment  (21,799,942)  
         Conversions  (95,658)  
 Foreign exchange adjustments   2,675,655  
Balance, December 31, 2017 $ 29,817,891  
 Fair value adjustment  22,783,374  
 Foreign exchange adjustments   (4,121,468)  
Balance, December 31, 2018 $ 48,479,797  
 
Upon conversion of the Convertible Notes, the fair value of the Convertible Note Derivative and the carrying 
value of the Convertible Notes will be reclassified to share capital.  There are no circumstances in which the 
Corporation would be required to pay any cash upon conversion of the Convertible Notes. 
 
The fair value of the Convertible Note Derivative was calculated using partial differential equation methods.  
The assumptions used in the valuation model include the following, with a change in share price having the 
most significant impact on the valuation:  
 

 
December 31,  

2018 
 December 31,  

2017 
 

Risk-free interest rate 1.9%  1.9%  
Expected term (in years) 4.2  5.2  
Share Price C$0.96  C$0.59  
Credit Spread 10%  10%  
Implied discount on share price 37% - 26%  37% - 26%  
Expected share price volatility 56%  57%  
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9. Share Capital 
 

a. Authorized 
  
Unlimited number of common shares without par value. 
Unlimited number of first preferred shares without par value. 
Unlimited number of second preferred shares without par value. 
 

b. Common Shares Issued 
 
In May 2018, the Corporation issued 46,551,731 shares at a price of C$1.06 per common share, for gross 
proceeds of $38.1 million (C$49.3 million) with transaction costs of $0.5 million (C$0.7 million).  The net 
proceeds of the issuance were $37.5 million (C$48.6 million). 

 
c.  Share purchase options 

 
Under the terms of the Corporation's Stock Option Plan, the maximum number of shares reserved for 
issuance under the Plan is 10% of the issued shares on a rolling basis.  Options may be exercisable over 
periods as determined by the Board of Directors of the Corporation and the exercise price shall not be less 
than the five-day weighted-average share price on the day preceding the award date, subject to regulatory 
approval.  All stock options granted are subject to vesting, with one quarter vesting upon issuance and one 
quarter vesting on each anniversary from the date of grant. 
 
A summary of share purchase option activity within the Corporation’s share-based compensation plan for 
the years ended December 31, 2018 and 2017 is as follows: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

The Corporation’s Stock Option Plan includes a Stock Appreciation Rights (“SAR”) clause which allows 
individuals the option to terminate vested options and receive shares in lieu of the benefit which would 
have been received had the options been exercised.  During the year, 645,000 options were terminated 
under the SAR clause and 93,019 shares were issued in lieu of a cash benefit.  The total number of shares 
issued during the year through the exercise of options and under the SAR clause was 1,904,694.  During the 
year 10,000 options expired. 
 
During 2019, 596,000 stock options with exercise prices ranging from C$0.72 to C$0.95 will expire unless 
exercised prior to their expiry dates. 
 
 
 

 
 

 
Number of 

Options 

 Weighted Average 
Exercise Price (C$) 

Balance, December 31, 2016 11,299,000  $ 0.85 
Options granted 4,512,500   0.88 
Options expired (1,442,250 )  2.72 
Options exercised (438,500 )  0.41 
Balance, December 31, 2017 13,930,750  $ 0.68 
Options granted 5,220,000   0.72 
Options expired / terminated (655,000 )  0.82 
Options exercised (1,811,675 )  0.56 
Balance, December 31, 2018 16,684,075  $ 0.70 
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9. Share Capital (continued) 
 

The number of outstanding options represents 7.1% of the issued and outstanding shares at December 31, 
2018.  During the year ended December 31, 2018, the Corporation’s total share-based compensation was 
$1,305,433 (2017 - $1,609,354). 
 
The fair value of options granted is estimated at the time of the grant using the Black-Scholes option pricing 
model, using the following weighted average assumptions: 
 

 2018 2017 

Fair value of options granted $0.39 $0.51 
Risk-free interest rate 2.1% 1.2% 
Expected term (in years) 5.0 5.0 
Expected share price volatility 64% 66% 
Expected dividend yield - - 
Expected forfeiture 5% 5% 

 
 An analysis of outstanding share purchase options as at December 31, 2018 is as follows: 

 
   Options Outstanding   Options Exercisable 

Range of 
Exercise            

Prices (C$)  Number 

Weighted 
Average 
Exercise 

Price (C$) 

Weighted 
Average 

Remaining 
Contractual 
Life (Years)  Number 

Weighted 
Average 
Exercise 

Price (C$) 

Weighted 
Average 

Remaining 
Contractual 
Life (Years) 

$0.31 - $0.46  3,607,250 $0.39 1.5  3,199,188 $0.40 1.4 
$0.59 - $0.72  5,528,375 $0.63 3.1  2,605,156 $0.65 2.4 
$0.82 - $0.89  5,510,450 $0.89 3.2  2,818,975 $0.88 3.0 
$0.91 - $0.98  2,038,000 $0.94 4.2  228,000 $0.96 3.9 
$0.31 - $0.98  16,684,075 $0.70 2.9  8,851,319 $0.64 2.3 

 
d. Warrants 

 
There was a total of 2,000,000 warrants outstanding as of both December 31, 2017 and December 31, 2018. 
 

10. Exploration and Evaluation Expenditures 
 

The Corporation’s exploration and evaluation expenditures at the Stibnite Gold Project for the year ended 
December 31, 2018 and 2017 were as follows: 
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10. Exploration and Evaluation Expenditures (continued) 
 

   Year Ended 

     December 
31, 2018 

 December 
31, 2017 

Exploration and Evaluation Expenditures        
 Consulting and labor cost      5,537,589  4,580,860 
 Drilling     458,763  1,677,386 
 Field office and drilling support     3,034,230  2,285,924 
 Engineering     4,793,314  3,867,800 
 Permitting     8,738,492  5,145,511 
 Environmental and reclamation     1,757,279  3,000,804 
 Legal and sustainability     752,556  420,069 
Exploration and Evaluation Expense    $ 25,072,224 $ 20,978,354 

 
11. Finance Costs 
 

The Corporation’s finance costs for the year ended December 31, 2018 and 2017 were as follows: 
 

     December 
31, 2018 

 December 
31, 2017 

Finance costs        
 Accretion      2,456,337  2,213,008 
 Interest expense     19,323  19,302 
    $ 2,475,660 $ 2,232,310 

 
12. Risk Management and Financial Instruments  
 

The Corporation's objectives are to safeguard the Corporation's ability to continue as a going concern in 
order to support the Corporation's normal operating requirements, continue the exploration, evaluation 
and, if warranted, development of its mineral properties and to maintain a flexible capital structure which 
optimizes the costs of capital at an acceptable risk. 
 
IFRS 9 sets out requirements for recognizing and measuring financial assets, financial liabilities and some 
contracts to buy or sell non-financial items.  This standard became effective January 1, 2018 and replaces 
IAS 39 Financial Instruments: Recognition and Measurement.  The Company has adopted IFRS 9 
retrospectively in accordance with the standard; changes in accounting policies resulting from the adoption 
of IFRS 9 did not have a material impact on the Company’s consolidated financial statements. 
 
IFRS 9 largely retains the existing requirements of IAS 39 for the classification and measurement of financial 
liabilities, however, it eliminates the previous IAS 39 categories for financial assets held to maturity, loans  
and receivables and available for sale.  Under IFRS 9, on initial recognition a financial asset is classified as 
measured at: 
 

• Amortized cost; 
• Fair Value through Other Comprehensive Income (“FVOCI”) – debt investment; 
• FVOCI – equity investment; or 
• Fair Value through Profit or Loss (“FVTPL”) 
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12. Risk Management and Financial Instruments (continued) 
 

The classification of financial assets under IFRS 9 is generally based on the business model in which a 
financial asset is managed and its contractual cash flow characteristics.  A financial asset (unless it is a trade 
receivable without a significant financing component that is initially measured at the transaction price) is 
initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly attributable 
to its acquisition.  For financial assets measured at amortized cost, these assets are subsequently measured 
at amortized cost using the effective interest method.  The amortized cost is reduced by impairment losses.  
Interest income, foreign exchange gains and losses and impairment are recognized in profit or loss.  Any 
gain or loss on derecognition is recognized in profit or loss. 
 
The Corporation’s financial instruments consist of cash and cash equivalents, trade and other receivables, 
trade and other payables, Convertible Notes, Convertible Note Derivative and warrant derivative.  Cash and 
cash equivalents and trade and other receivables previously designated as loans and receivables under IAS 
39 are now classified as amortized cost under IFRS 9. The trade and other payables and convertible note 
are designated as other financial liabilities, which are measured at amortized cost. The Convertible Note 
Derivative and warrant derivatives are designated at fair value through profit or loss. The cash and cash 
equivalents, trade and other receivables, trade and other payables approximate their fair value due to their 
short-term nature. 

 
The Corporation classified the fair value of the financial instruments according to the following fair value 
hierarchy based on the amount of observable inputs used to value the instruments: 

 
The three levels of the fair value hierarchy are: 

 
Level 1 – Values based on unadjusted quoted prices available in active markets for identical assets or 

liabilities as of the reporting date. 
Level 2 – Values based on inputs, including quoted forward prices for commodities, time value and volatility 

factors, which can be substantially observed or corroborated in the marketplace. Prices in Level 2 
are either directly or indirectly observable as of the reporting date. 

Level 3 – Values based on prices or valuation techniques that are not based on observable market data. 
 
At December 31, 2018 and December 31, 2017, the levels in the Fair Value hierarchy into which the 
Corporation’s financial assets and liabilities are measured and recognized on the balance sheet at fair value 
are categorized as follows: 

   
 

 
 December 31,  

  2018    
   Level 1   Level 2   Level 3  

 Convertible Note Derivative (Note 8) $ -  $ -  $ 48,479,797  
 Warrant Derivative (Note 6)  -    -    454,819  
 $ -  $ -   $  49,865,324  
          

   
December 31,  

2017    
   Level 1   Level 2   Level 3  

 Convertible Note Derivative (Note 8)  $ -  $ -  $ 29,817,891  
 Warrant Derivative (Note 6)   -    -    252,595  
 $ -   $  -   $  30,070,486  

 
Risk management is the responsibility of the Corporation’s management team, with oversight by the Board 
of Directors.  The Corporation’s financial instrument risk exposures are summarized below: 
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12. Risk Management and Financial Instruments (continued) 
 

a) Credit Risk 
 
The Corporation has no significant credit risk arising from operations. The Corporation’s credit risk is 
primarily attributable to cash and cash equivalents and trade and other receivables.  The Corporation holds 
its cash with Canadian chartered banks and the risk of default is considered to be remote.  The Corporation 
has minimal accounts receivable exposure, and its refundable credits are due from the Canadian 
government. 

 
b) Liquidity Risk 
 

Liquidity risk is the risk that the Corporation will be unable to meet its financial obligations as they fall 
due.  The Corporation’s approach to managing liquidity risk is to ensure it will have sufficient liquidity to 
meet liabilities when due.  The Corporation’s trade and other payables are generally due within 30 days.  As 
at December 31, 2018, all trade and other payables were due within 30 days. 
 

c) Foreign Currency Risk 
 
The Corporation’s functional and reporting currency is the USD and major purchases are transacted in 
USD.  The Corporation is exposed to the risk of changes in USD relative to the Canadian Dollar as a portion 
of the Corporation’s financial assets and liabilities are denominated in Canadian dollars.  The Corporation 
monitors this exposure but has no contractual hedge positions. Financial assets and liabilities denominated 
in Canadian dollars are as follows, stated in USD: 

 
  2018   2017  
Cash and cash equivalents $ 1,545,020  $ 2,835,984  
Prepaids, trade and other receivables  251,068   126,290  
Trade and other payables  (212,144 )  (436,135 ) 
Warrant derivative  (454,819 )  (252,595 ) 
Convertible notes  (23,433,664 )  (22,944,867 ) 
Convertible note derivative  (48,479,797 )  (29,817,891  ) 
 $ (70,784,336 ) $ (50,489,214 ) 

 
A five percent change in the US dollar exchange rate to the Canadian dollar would impact the Corporation’s 
earnings by $4,828,200 (2017 - $3,166,936).  

 
During the year, the Corporation maintained a portion of its cash balance in Canadian Dollars.  There is a 
risk that the Corporation’s cash balance be reduced on a fluctuation in the relevant exchange rate.  The 
Corporation has a policy that all board approved expenditures be held in the currency they expect to be 
made in.  Cash held in excess of board approved expenditures has been and will be actively managed by 
the Corporation’s management with consideration to the expected currency needs of the Corporation 
based on approved expenditures. 
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13. Segmented Information  
 

The Corporation operates in one segment, being the exploration, evaluation and potential development of 
the Stibnite Gold Project. Details on a geographic basis are as follows: 

 

    2018   2017  
Assets by geographic segment, at cost       
 Canada       
  Current assets $ 29,852,503  $  18,728,778  
  Non-current assets  20,878   37,184  
    29,873,381   18,765,962  
 United States       
  Current assets  568,264   511,785  
  Non-current assets  71,508,885   71,363,415  
    72,077,149   71,875,200  
  $ 101,950,530  $  90,641,162  

 
14. Compensation of Key Management Personnel  
 

During the year ended December 31, 2018, compensation of directors and officers and other key 
management personnel who have the authority and responsibility for planning, directing and controlling 
the activities of the Corporation was: 

 
 December 31, 2018  December 31, 2017 
Salaries and benefits $ 789,608  $ 1,037,344 
Share based compensation  395,170   649,386 
 $ 1,184,778  $ 1,686,370 

 
During Q1 2018, the Chief Operating Officer retired from his role and therefore is no longer considered key 
management, however, he continues to serve the company in other capacities.  No post-employment 
benefits, termination benefits, or other long-term benefits were paid to or recorded for key management 
personnel during the years ended December 31, 2018 and 2017. 
 

15. Income taxes 
 

a. Income Tax Expense 
The provision for income taxes reported differs from the amount computed by applying the applicable 
income tax rates to the loss before the tax provision due to the following:    
      

  2018    2017  
Net loss $ (47,287,985 ) $ (8,292,263 ) 
Statutory tax rate  26.49%   39.53%  
Recovery of income taxes computed at statutory rates $ (12,525,792 ) $ (3,277,922 ) 
Tax losses not recognized in the period that the benefit arose  12,234,605   2,399,368  
Share based compensation and other permanent differences  291,187   878,553  
Income tax recovery $ -   $ -  

 
b. The significant components of the Corporation’s deferred tax assets and liabilities are as follows: 
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15. Income taxes (continued) 
 

  2018    2017  
Net operating loss carry-forward $ 25,542,951  $ 21,613,901  
Buildings and equipment  549,375   588,855  
Exploration and evaluation assets  27,873,404    25,399,247  
Convertible Note          8,891,890             3,975,053    
Total $ 62,857,620   $ 51,577,056  

 
c. Deferred tax assets have not been recognized in respect of the following items: 

 

  2018    2017  
Net operating loss carry-forward $ 31,477,964  $ 26,950,728  
Buildings and equipment  549,375   588,855  
Exploration and evaluation assets  27,873,404   25,399,247  
Convertible note  8,891,890   3,975,053  
Other future deductions  439,389   309,623  

 $ 69,232,023   $ 57,223,506  
 

As at December 31, 2018, the Corporation had deductible temporary differences for which deferred tax 
assets have not been recognized because it is not probable that future profit will be available against which 
the Corporation can utilize the benefits.       

 
As of December 31, 2018, the Corporation has US loss carry forwards of approximately $97,731,000 (2017 
- $82,293,000) of which $97,711,000 (2017 - $82,294,000) have not been recognized.  The Corporation also 
has Canadian loss carry forwards of approximately $21,982,000 (2017 - $20,526,000) available to reduce 
future years’ income for tax purposes. The Corporation also has tax pools related to Buildings and 
Equipment and Exploration and Evaluation assets of approximately $2,499,000 (2017 - $2,765,000) and 
$93,796,000 (2017 - $82,700,000), respectively. The Corporation recognizes the benefit of tax losses only 
to the extent of anticipated future taxable income in relevant jurisdictions.  The tax loss carry forwards 
expire as follows: 

    
Expiry of Tax Losses:    US     Canada  
December 31, 2029 $ 342,000  $ -    
December 31, 2030  983,000   -    
December 31, 2031  9,993,000   1,881,000  
December 31, 2032  16,346,000  3,662,000 
December 31, 2033  749,000  3,787,000 
December 31, 2034  13,661,000  3,539,000 
December 31, 2035  12,517,000  3,301,000 
December 31, 2036  13,114,000  2,457,000 
December 31, 2037  14,588,000  1,889,000 
December 31, 2038  -  1,465,982 
Indefinite carryover (Tax years beginning Jan. 1, 2018)  15,437,000  - 
   $ 97,730,000   $ 21,981,982 

 
 

The Corporation also has other future deductions available in the US and Canada of approximately $228,000 
(2017 - $154,000) and $949,000 (2017 - $758,000), respectively for which the benefit has not been 
recognized.   

 
d. Unrecognized deferred tax liabilities: 
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15. Income taxes (continued) 
 

At December 31, 2018, there are no material taxable temporary differences associated with investments 
in subsidiaries. 
 

16. Commitments  
 

a. Office Rent 
The Corporation entered into various lease agreements for office space.  The total rent obligation over the 
next five years is $160,467 with all due within one year. 
 

b. Mining Claim Assessments 
The Corporation currently holds mining claims on which it has an annual assessment obligation of $235,000 
to maintain the claims in good standing. The Corporation is committed to these payments indefinitely. 
Related to the mining claims as at December 31, 2018 is a $168,000 bond related to the Corporation’s 
exploration activities. 
 

17. Subsequent Events 
 
Subsequent to December 31, 2018, the Corporation granted 4,115,000 stock options with a weighted 
average exercise price of C$0.97 that will expire in five years from the date of grant. 


	Opinion
	Basis for Opinion
	Other Information
	Auditor’s Responsibilities for the Audit of the Financial Statements
	1. Nature of Operations
	m. Impairment


