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Chesapeake Gold Corp. 
 

Condensed Consolidated Interim Financial Statements 

Three Months Ended March 31, 2017 (unaudited) 

(amount expressed in thousands of Canadian dollars, except where indicated)



Chesapeake Gold Corp. 

Condensed Consolidated Interim Statements of Financial Position 
(unaudited - amount expressed in thousands of Canadian dollars, except where indicated) 

 

 

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

 

 Note 
March 31,  

       2017 

December 31, 

       2016 

 Assets    

Current assets    

Cash and cash equivalents 5 $                     21,642.4                  $                     21,214.4                  

Other receivables and prepaid expenses 4 510.9 389.2 

Marketable securities 5,6 1,966.7 2,066.9 

  24,120.0 23,670.5 

Long term investment  5,6 1,932.6 810.0 

Investment in mineral properties 7 68,869.1 71,129.1 

Equipment 8 70.6 79.2 

Reclamation bond  215.8 219.4 

Total assets  $                     95,208.1 $                     95,908.2 

Liabilities    

Current liabilities    

Accounts payable and accrued liabilities   5,9  $                        935.1      $                        1,060.0     

Convertible debenture  10 700.0 700.0 

 

 
 1,635.1 1,760.0 

Deferred income tax liabilities  6,523.0 6,523.0 

Decommissioning obligation  284.2 285.9 

Total liabilities  8,442.3 8,568.9 

Shareholders’ equity    

Share capital 11 148,293.9 148,175.0 

Reserves  24,039.3 24,016.9 

Deficit  (87,725.9) (86,894.3) 

  84,607.3 85,297.6 

Non-controlling interest (“NCI”)  2,158.5 2,041.7 

Total shareholders’ equity  86,765.8 87,339.3 

Total liabilities and shareholders’ equity  $                    95,208.1  $                    95,908.2  

 

Nature of operations (note 1) 

 

  

Approved by the Board of Directors 

 
___________”P. Randy Reifel”_____________ Director _________”Greg Smith”__________ Director 

       



Chesapeake Gold Corp. 

Condensed Consolidated Interim Statements of Loss and Comprehensive Loss 
(Unaudited - amount expressed in thousands of Canadian dollars, except where indicated) 

 

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

 

 
 
 

Notes 

Three Months 

Ended March 31, 

2017 

Three Months 

Ended March 31, 

2016 

General and administration expenses    

 Depreciation 8 $                           (8.6) $                         (8.9) 

 Exploration  (77.2) (153.2) 

 General and administrative  (213.8) (197.5) 

Management fees 13 (62.5) (62.5) 

Professional fees  (66.3) (57.0) 

 Share-based compensation 12 (487.6) (485.1) 

  (916.0) (964.2) 

Other (expenses) income, net    

 Finance income  114.3 96.2 

 Finance cost  (24.4) (17.6) 

 Foreign exchange (loss) gain  (9.4) (75.0) 

 Impairment of investments and marketable securities  - (100.6) 

Net loss  (835.5) (1,061.2) 

 Income tax (expense) recovery – future  - - 

  Net loss after tax  (835.5) (1,061.2) 

    Other comprehensive loss 

 

   

Items that may be reclassified subsequently to net earnings: 

 

   

Cumulative translation adjustment  (708.6) (596.3) 

Reclassification of impairment of losses  - 100.6 

Unrealized gain (loss) on available for sale investments 6 402.4 35.8 

Total comprehensive loss  (1,141.7) (1,521.1) 

Net loss attributable to    

Owners of the Company  (831.6) (1,010.8) 

Non-controlling interest  (3.9) (50.4) 

  (835.5) (1,061.2) 

Other comprehensive (loss) income attributable to    

Owners of the Company  $                          (433.1) $                       (460.7) 

Non-controlling interest  126.9 0.8 

Total other comprehensive gain (loss)  (306.2) (459.9) 

    
Loss per share – basic and diluted  $                  (0.02)   $                 (0.02) 

    
  Weighted average shares outstanding (000’s) – basic and diluted  44,518 44,416 

    

Total shares issued and outstanding (000’s)  44,555 44,416 



Chesapeake Gold Corp. 

Condensed Consolidated Interim Statement of Changes in Shareholders’ Equity 
(amount expressed in thousands of Canadian dollars, except where indicated)  

 

 

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

 

 

 

 

Attributable to owners of the Company  

 Notes 

Shares 

(‘000) 

Share 

capital 

Share based 

compensation 

reserves 

Foreign 

translation 

reserves 

Investment 

revaluation 

reserves Deficit 

Total for 

owners NCI Total equity 

 

           

Balance at January 1, 2016  44,416 $   147,594.4 $         18,734.0 $       (52.3) $          481.1 $          (82,704.0) $         84,053.2 $         2,013.9 $           86,067.1 

Net loss for the period 

 

 - - - - - (1,010.8) (1,010.8) (50.4) (1,061.2) 

Cumulative translation adjustment  - - - (596.3) - - (596.3) - (596.3) 

Unrealized loss in available for sale 

investments  - - - - 35.8 - 35.8 - 35.8 

Reclassify to net loss - impairment  - - - - 100.6 - 100.6 - 100.6 

Share-based compensation charges  - - 480.4 - - - 480.4 4.7 485.1 

Balance at March 31, 2016  44,416 $   147,594.4 $        19,214.4 $       (648.6) $          617.5 $          (83,714.8) $         83,062.9 $        1,968.2 $           85,031.1 

Balance at January 1, 2017  44,517 $   148,175.0 $         20,900.2 $         1,875.3 $       1,241.4 $         (86,894.3) $         85,297.6 $        2,041.7 $           87,339.3 

           
Net loss for the period  - - - - - (831.6) (831.6) (3.9) (835.5) 

Cumulative translation adjustment  - - - (708.6) - - (708.6) - (708.6) 

Option exercised 11 & 12 38 118.9 (38.3) - - - 80.6 - 80.6 

Unrealized gain in available for sale 

investments 6 

 

- 

 

- 

 

- 

 

- 275.5 - 275.5 126.9 402.4 

Share-based compensation charges 12 - - 493.8 - - - 493.8 (6.2) 487.6 

Balance at March 31, 2017  44,555 $   148,293.9 $        21,355.7 $    1,166.7 $       1,516.9 $        (87,725.9) $      84,607.3 $          2,158.5 $            86,765.8 



Chesapeake Gold Corp. 

Condensed Consolidated Interim Statement of Cash Flow 
(Unaudited - amount expressed in thousands of Canadian dollars, except where indicated)  
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 Note Three Months Ended 

March 31, 2017 

Three Months Ended 

March 31, 2016 

Cash used in operating activities    

Net loss for the quarter  $                (835.5) $                (1,061.2)              

Items not affecting cash    

Depreciation 8 8.6 8.9 

Unrealized foreign exchange loss (gain)   9.4 75.0 

Impairment of investments and marketable security  - 100.6 

Share-based compensation charges 12 487.6 485.1 

  (329.9) (391.6) 

Change in non-cash operating working capital    

Decrease in accounts receivable and prepaid expense  (121.7) (34.5) 

Decrease in accounts payable and accruals  (66.1) (442.9) 

  (517.7) (869.0) 

Cash flows (used in) from financing activities    

Proceeds from options exercised 11,12 80.6 - 

  80.6 - 

Cash flows from (used in) investing activities    

Proceeds from option agreement, net  1,343.0 - 

Mineral property expenditures  (411.6) (561.2) 

  931.4 (561.2) 

Increase (decrease) in cash and cash equivalents  494.3 (1,430.2) 

Foreign exchange impact on cash and cash equivalents  (66.3) (75.9) 

Cash and cash equivalents – beginning of year  21,214.4 24,402.5 

Cash and cash equivalents – end of year  21,642.4 22,896.4 

    

Cash  $                            1,630.4 $                          289.0 

Short term investment  20,012.0 22,607.4 

Cash and cash equivalents – end of year  $                          21,642.4 $                     22,896.4 

    

Supplemental cash flow information – non cash investing activities     

Long term investment received on option agreement  $                                  620    $                                  -  

Mineral property expenditure – accrual reversal  - 165.0 

 



Chesapeake Gold Corp. 

Notes to the Condensed Consolidated Interim Financial Statements 
For the three months ended March 31, 2017 
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1 Nature of operations 

Chesapeake Gold Corp. (“Chesapeake” or the “Company”) is a Canadian mining company focused on the exploration, development and 

recovery of precious metals. The Company is in the development stage and does not generate mining revenues from operations. The 

Company’s operations are principally directed towards the development of the Company’s Metates project in Durango State, Mexico and 

generating a pipeline of exploration projects in north western Mexico.  

The Company is domiciled in Vancouver, Canada and its common shares are listed on the TSX Venture Exchange under the trading 

symbol “CKG.V”. The Company also trades on the OTCQX marketplace in the U.S., under the symbol “CHPGF”. The Company’s head 

office is at Suite 201 – 1512 Yew Street, Vancouver BC, V6K 3E4, Canada. 

On November 26, 2010, the Company acquired an 81.93% interest in Gunpoint Exploration Ltd. (“Gunpoint”) through an acquisition of 

Gunpoint’s shares. As a result of this transaction the Company acquired control of Gunpoint. Subsequent to Gunpoint’s financing in 

October 26, 2012, the revised ownership decreased from 82% to 74%. 

These consolidated financial statements have been prepared on the basis that the Company is a going concern, which assumes that the 

Company will be able to realize its assets and discharge its liabilities in the normal course of business. The Company had a consolidated 

net loss of $835.5 (2016 - $1,061.2) for three months ended March 31, 2017, and an accumulated deficit of $87,725.9 as at March 31, 

2017 (December 31, 2016 - $86,894.3). To date, the Company has not generated operating revenue from its mineral properties. The ability 

of the Company to continue as a going concern is dependent upon obtaining additional equity and/or debt financing to complete the 

exploration and development of its mineral property interests and to commence profitable operations. Despite the general economic slow-

down and significant uncertainty to key economic variables, the Company currently has sufficient resources to fund its exploration and 

development operations for more than a year.  

 

2 Basis of presentation  

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”). The 

policies set out below were consistently applied to all periods presented. 

The Board of Directors approved this set of financial statements on May 30, 2017. 

These consolidated financial statements have been prepared on a historical cost basis except for certain financial instruments which are 

measured at fair value. 

Amendments, Interpretations, Revised and New Standards Adopted by the Company 

The Company adopted the following amendments and annual improvements that became effective January 1, 2016: 

- Amendments to IAS 1, Presentation of Financial Statements 

- Amendments to IAS 16, Property, Plant and Equipment 

- Amendments to IAS 28, Investments in Associates 

- Amendments to IAS 38, Intangible Assets 

- Amendments to IFRS 10, Consolidated Financial Statements 

- Annual improvements to IFRS 2012-2014 Cycle (“AIP 2012-2014) 

 

The amendments and annual improvements had no material effect on the consolidated financial statements. 

 

Future changes in accounting policies not yet adopted 

 

IFRS 15 Revenues from Contracts with Customers (“IFRS 15”)  

This standard was issued on May 28, 2014 and will replace IAS 11 Construction Contracts (“IAS 11”), IAS 18 Revenue (“IAS 18”), and 

related interpretations. This new standard outlines a single comprehensive model to be used in recognizing revenue arising from contracts 

with customers, and contains more prescriptive guidance than in IAS 11, IAS 18 and related interpretations. The core principle in IFRS 

15 is that an entity should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects 

the consideration the entity expects to be entitled to in exchange. The standard is effective for reporting periods beginning on or after 

January 1, 2018, with early adoption permitted. The Company will adopt IFRS 15 at the effective date and does not expect this 
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pronouncement to have a significant impact on its consolidated financial statements as the Company does not generate significant revenue 

given the current stage of its mineral exploration projects. The Company will reassess the impact once significant revenue is generated. 

   

IFRS 9 Financial instruments (“IFRS 9”)  

On July 25, 2014, the final publication of this standard was issued, and will replace IAS 39 Financial Instruments: Recognition and 

Measurement. IFRS 9 provides guidance for the classification of financial assets based on the contractual cash flow characteristics of the 

financial assets and the Company’s business model for managing financial assets. Changes in the fair value of an entity’s own debt when 

it is classified as fair value through profit or loss (“FVTPL”), to the extent that they relate to changes in the entity’s own credit risk, are 

recognized in other comprehensive income. The new standard also requires a single impairment model to be used, replacing the multiple 

impairment models in IAS 39. The standard is effective for reporting periods beginning on or after January 1, 2018, with early adoption 

permitted. The Company will adopt IFRS 9 at the effective date and does not expect this pronouncement to have a significant impact on 

the consolidated financial statements given the extent of its current use of financial instruments. 

 

IFRS 16, Leases (“IFRS 16) and revised IAS 17 (“IAS 17) 

The IASB issued IFRS 16 and revised IAS 17 in January 2016. IFRS 16 specifies how to recognize, measure, present and disclose leases. 

IFRS 16 provides a single lessee accounting model, requiring the recognition of assets and liabilities for all leases, unless the term of the 

lease is twelve months or less or the underlying asset has a low value. Lessor accounting however remains unchanged from IAS 17 and 

the distinction between operating and finance leases is retained. IAS 17, as revised, now prescribes the accounting policies and disclosures 

applicable to leases, both for lessees and lessors.  

The Company will adopt IFRS 16 at the effective date and does not expect this pronouncement to have a significant impact on the 

consolidated financial statements given the extent of its current use of leases. 

 

3 Estimates, risks and uncertainties 

Critical Judgments and Sources of Estimation Uncertainty 

The preparation of these consolidated 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 statements and reported amounts of expenses during the 

reporting period. Actual outcomes could differ from these estimates.  These 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 Judgments 

 

The followings are critical judgments that management has made in the process of applying accounting policies and that have the most 

significant effect on the amounts recognized in the financial statements: 

 

i. The determination of categories of financial assets and financial liabilities has been identified as an accounting policy which 

involves judgments or assessments made by management. 

ii. Management is required to assess the functional currency of each entity of the Company. The Company determined the Canadian 

dollar to be its functional currency through an analysis of several indicators such as expenses and cash flow, financing activities, 

retention of operating cash flows, and frequency of transactions. 

iii. Management is required to assess impairment in respect of intangible exploration and evaluation assets. The triggering events 

are defined in IFRS 6. In making the assessment, management is required to make judgments on the status of each project and 

the future plans towards finding commercial reserves. The nature of exploration and evaluation activity is such that only a 

proportion of projects are ultimately successful and some assets are likely to become impaired in future periods. Management 

has determined that there were no triggering events present as defined in IFRS 6 for the other properties and as such, no 

impairment test was performed on those properties. 

iv. Although, the Company takes steps to verify title to exploration and evaluation assets in which it has an interest, these procedures 

do not guarantee the Company’s title. Such properties may be subject to prior agreements or transfers and title may be affected 

by undetected defects. 
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Accounting Estimates and Assumptions 

 

The following are key assumptions concerning the future and other key sources of estimation uncertainty that have a significant risk of 

resulting in a material adjustment to the carrying amounts of assets and liabilities within the next financial year: 

i. Provisions for income taxes are made using the best estimate of the amount expected to be paid based on a qualitative assessment 

of all relevant factors. The Company reviews the adequacy of these provisions at the end of the reporting period. However, it is 

possible that at some future date, an additional liability could result from audits by taxing authorities.  Where the final outcomes 

of these tax-related matters is different from the amounts that were originally recorded, such differences will affect the tax 

provisions in the period in which such determination is made. 

ii. Management estimates the fair values of share based payment arrangements using the Black - Scholes option pricing model. 

Details of these can be found in Note 12. 

iii. Management estimates the interest rate on a similar liability debenture that does not have an equity conversion option in the 

calculation of the fair value of the liability and equity portions of a compound instrument upon initial recognition. 

iv. Management’s assessment regarding the Company’s ability to continue as a going concern.  

v. Other significant accounting estimates include valuation of amounts receivable, accounts payable and accrued liabilities, useful 

life of equipment. 

 

4 Other receivables and prepaid expenses  

 March 31, 2017 December 31, 2016 

Other receivables  $                          197.9 $                          221.8 

Prepaid expenses 313.0 167.4 

 $                         510.9 $                         389.2 

5 Financial instruments 

Fair values of financial instruments 

The fair values of financial instruments are summarized as follows: 

 March 31, 2017 December 31, 2016 

 
Carrying value 

$ 

Fair value 

 $ 

Carrying value 

$ 

Fair value 

 $ 

Financial assets     

Fair value through profit and loss (“FVTPL”)     

Cash and cash equivalents 21,642.4 21,642.4 21,214.4 21,214.4 

     

Available-for-sale     

Marketable securities 1,966.7 1,966.7 2,066.9 2,066.9 

Long term investment 1,932.6 1,932.6 810.0 810.0 

     

Financial liabilities     

Other financial liabilities     

Accounts payable & accrued liabilities  935.1 935.1 1,060.0 1,060.0 
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Fair value measurements 

The following table sets forth the Company’s assets and liabilities measured at fair value on a recurring basis by level within the fair value 

hierarchy. Assets and liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value 

measurement. 

  

 Level 1 Level 2 Level 3 
Total March 31, 

2017 

Cash and cash equivalents $       21,642.4 $                    - $                    - $       21,642.4 

Marketable securities 1,966.7 - - 1,966.7 

Long term investment 1,932.6 - - 1,932.6 

 

  

 Level 1 Level 2 Level 3 
Total December 31, 

2016 

Cash and cash equivalents $       21,214.4 $                    - $                    - $         21,214.4 

Marketable securities 2,066.9 - - 2,066.9 

Long term investment 810.0 - - 810.0 

 

The Company’s policy for determining when a transfer occurs between levels in the fair value hierarchy is to assess the impact at the date 

of the event or the change in circumstances that could result in a transfer. There were no transfers between the levels during the three 

months ended March 31, 2017. 

Credit Risk 

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its contractual obligations. 

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist primarily of cash and cash 

equivalents, and marketable securities. The Company’s cash and cash equivalents are held through large Canadian financial institutions. 

Liquidity Risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Company manages 

liquidity risk through the management of its capital structure as described in Note 14. The accounts payable is due within the current 

operating period. 

Market Risk 

The Company’s financial instruments include investments which are publicly traded and therefore subject to the risks related to the 

fluctuation in market prices of publicly traded securities. The Company closely monitors market values to determine the most appropriate 

course of action. 

Interest Rate Risk 

Interest rate risk is the risk that the fair value of future cash flows from a financial instrument will fluctuate because of changes to market 

interest rates. The Company is exposed from time to time to interest rate risk as a result of holding fixed income cash equivalents and 

investments, of varying maturities. A 1% change in market interest rates would result in no significant change in value of cash and cash 

equivalents or fixed income securities. The risk that the Company will realize a loss as a result of a decline in the fair value of these assets 

is limited as they are generally held to maturity. 

Foreign Exchange Risk 

Currency risk is the risk of a loss due to the fluctuation of foreign exchange rates and the effects of those fluctuations on the Company’s 

foreign currency denominated monetary assets and liabilities. The Company currently operates in the United States, Mexico and 

Guatemala. Certain costs and expenses are incurred in US dollars, Mexican pesos and Guatemala quetzal. The Company attempts to 

mitigate currency risk through the preparation of short and long term expenditure budgets in the foreign currencies and planning for the 

conversion of Canadian dollars into foreign currencies whenever exchange rates are favourable. 
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6 Long-term investments and marketable securities  

 December 31, 

2016 

Fair value 

 

Acquired and 

reclass 

 

Proceeds 

received from 

redemption FX impact 

Realized and 

unrealized 

(loss)/gain 

March  

31, 2017 

Fair value 

Marketable securities $      2,066.9 $                       -  $                       -              $                 - $             (100.2)                  $      1,966.7 

Long-term investment $         810.0 $               620.0              $                       - $                 - $               502.6                  $      1,932.6 

 

 December 31, 

2015 

Fair value 

 

Acquired and 

reclass 

 

Proceeds 

received from 

redemption FX impact 

Realized and 

unrealized loss 

December  

31, 2016 

Fair value 

Marketable securities $      1,758.2 $                    -  $            (115.3)              $                 - $                424.0                  $      2,066.9 

Long-term investment $         490.4 $                    -              $                       - $                 - $               319.6                  $         810.0 

 
 

Long-term investments and marketable securities are designated as available-for-sale and valued at fair value.  Unrealized gains and losses 

due to period-end revaluation, other than those determined to be significant or prolonged losses, are recorded as other comprehensive 

income or loss.   
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7 Mineral properties 

 
Metates 

(a) 

Regional 

 

Escorpion 

(b) 

Talapoosa 

(c) 
Total 

January 1, 2016 $            60,708.8 $                  - $            310.5 $        6,640.5 $      67,659.8 

FX effects on translation from 

measurement to reporting currency 1,927.6 - - - 1,927.6 

Assays 66.1 0.1 - - 66.2 

Concession acquisition 

 

Def 

52.5 94.1 0.5 - 147.1 

Camp & supplies 259.0 66.6 - - 325.6 

Geological & engineering 310.1 331.0 - - 641.1 

License, dues and fees - - 2.1 1.1 3.2 

Option agreement payment - -    238.3 - 238.3 

Travel 46.7 66.3 7.2 - 120.2 

December 31, 2016 $            63,370.8 $            558.1 $            558.6 $        6,641.6 $      71,129.1 

Disposal - - - (1,963.0) (1,963.0) 

FX effects on translation from 

measurement to reporting currency (708.6) - - - (708.6) 

Assays - 23.4 - - 23.4 

Concession acquisition 

 

Def 

24.3 46.7 - - 71.0 

Camp & supplies 3.2 44.5 - - 47.7 

Geological & engineering - 243.1 - - 243.1 

License, dues and fees - - 0.4 - 0.4 

Travel 0.9 23.8 1.3 - 26.0 

  March 31, 2017 $            62,690.6 $            939.6 $            560.3 $        4,678.6 $      68,869.1 

 

a) Metates Project 

On May 9, 2014, the Company acquired the 1.5% net smelter return royalty (“Metates NSR”) on the Metates project.  The royalty was 

purchased pursuant to a right of first refusal held by the Company’s subsidiary, American Gold Metates S. de R.C. de C.V. (“AGM”), 

for a purchase price of $9,859.5 (US$9,000.0). 

 

On August 9, 2014, the Company entered into an agreement (the “Agreement”) whereby the Company has assigned its interest in the 

Metates NSR to Silver Wheaton Corp (“SLW”) for US$9,000.0. As part of the Agreement, the Company will have the right at any time 

for a period of five years to repurchase two-thirds of the Metates NSR (that being a 1% net smelter returns royalty) from SLW for 

US$9,000.0 with SLW continuing to hold a 0.5% interest in the Metates NSR. Also as part of the transaction, Chesapeake through AGM, 

will hold a right of first refusal to purchase the Metates NSR in the event SLW elects to sell the Metates NSR to a third party, on the 

same terms and conditions as the third party’ offer. The Agreement also contains customary terms and conditions for a royalty transaction. 

The Company has also entered into a right of first refusal agreement with SLW whereby the Company has granted SLW a right of first 

refusal on any future silver stream or royalty for which the Company receives and accepts an offer to purchase, on the same terms and 

conditions as the third party’ offer. 

 

b) EI Escorpion 

On June 14, 2013, the Company concluded an agreement in respect of the El Escorpion project (“El Escorpion”) with Gunpoint, whereby 

Gunpoint acquired a 100% interest in the El Escorpion by issuing and granting the following to Chesapeake.  
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• 0.5 million Gunpoint common shares and 0.5 million Gunpoint warrants exercisable at $1.50 per share for a term of five years 

• A 1.5% NSR royalty in the event Chesapeake purchases the existing 1.0% net smelter return (“NSR”) royalty 

• 1.0 million Gunpoint common shares in the event a NI 43-101 measured and indicated resource estimate of 1.0 million gold 

equivalent ounces is achieved on the Escorpion property 

On January 28, 2011, Hunt Exploration S.A. (a subsidiary of Gunpoint) entered into an agreement with a private owner whereby Hunt 

would earn a 100% interest in El Escorpion by making cash payments totalling US$351.0 over five years. The payment schedule was 

amended on March 23, 2015 per the table below. In August 2015, the Ministry of Energy and Mines granted title to the concession. For 

three months ended March 31, 2017, the Company has spent $1.7 (2016 – $84.7) in property payments and administrative expenses. 

 

 

 

 

 

 

 

 

 

 

 

 

  

  On May 20, 2016, the Company amended the final US$200.0 due January 28, 2016 per the schedule below:  

 

 

  

 

 

 

 

 

 

 

 

El Escorpion is subject to a 1.0% NSR royalty, which can be purchased for US$585.0 at any time.  

 

On August 19, 2015, the Ministry of Energy and Mines granted title for the El Escorpion concession. In late 2016, the Constitutional 

Court of Guatemala temporarily suspended permits for several mineral concessions in the country including El Escorpion. The 

Constitutional Court is seeking a review of the stakeholder engagement process. Gunpoint has initiated a follow up consultation with the 

local community to support the cancellation of the suspension. The property vendor has agreed to an extension of the final payment of 

$20,000 to purchase El Escorpion until the exploration suspension is lifted.  

 

c) Talapoosa 

The Company owns a 100% interest in the Talapoosa property which consists of 535 unpatented lode mining claims, including 509 

claims owned by the Company and 26 claims subject to a lease agreement with a third party (the “Unpatented Leased Land”).  These 

claims are administered by the Bureau of Land Management (“BLM”) and the annual maintenance fees for these claims payable to the 

BLM are approximately US$75.0 and the annual lease payment for the Unpatented Lease land is US$35.0. In addition, there are certain 

payments required for the land owned subject to leases with private land owners (the “Fee Leased Land”). The current annual payments 

for Fee Leased Land are approximately US$42.4. 

 

Carrying amount (US$) March 31, 2017 

Upon signing the agreement (paid) $                            16.0 

On January 28, 2012 (paid) 25.0 

On January 28, 2013 (paid) 30.0 

On January 28, 2014 (paid) 35.0 

On March 23, 2015 (paid) 25.0 

On July 28, 2015 (paid) 20.0 

On January 28, 2016 (see amendment below)                             200.0 

 $                          351.0 

Carrying amount (US$) March 31, 2017 

On or before signing the amendment (paid) $                            60.0 

On May 31, 2016 (paid) 70.0 

On September 1, 2016 (paid) 35.0 

On December 15, 2016 (paid) 15.0 

On December 15, 2016 (payment outstanding) 20.0 

 $                           200.0 
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On March 31, 2015, the Company closed a transaction (“Option Agreement”) with Timberline Resources Corporation (“Timberline”), 

granting Timberline an option (the “Option”) to acquire from Gunpoint’s subsidiary, American Gold Capital US Inc. (“American Gold”), 

a 100% interest in the Talapoosa gold project located in Nevada. In consideration for the Option, Timberline has paid US$300.0 thousand 

and issued 2.0 million shares to American Gold.  The vesting schedule of Timberline’s shares issued is set out below. The market value 

of the Timberline shares on the date of granting was $1,639.6.  

 

Vesting date (date initial securities are released from escrow) 
Timberline Common Shares  

(‘000) 

September 12, 2015 (vested) 500 

March 12, 2016 (vested) 500 

September 12, 2016 (vested) 500 

March 12, 2017 (vested) 500 

 2,000 

 

Under the Option Agreement, Timberline has until September 12, 2017 to exercise the Option to acquire a 100% interest in Talapoosa 

(the “Option Period”). Timberline can exercise the Option by making a US$10.0 million cash payment to American Gold. For a period 

of five years after Timberline exercises the Option, Timberline would be required to pay American Gold an additional US$10.0 million 

(payable in cash and Timberline common shares) if the daily price of gold averages US$1,600 per ounce or greater for a period of ninety 

consecutive trading days. Timberline plans to complete a feasibility study on Talapoosa during the option period. American Gold retains 

a 1% net smelter royalty on Talapoosa which Timberline can purchase for US$3.0 million. During the 30 months option period, 

Timberline assumes responsibility for the payment of all property holding costs. 

 

On October 20, 2016, the Option Agreement with Timberline was amended. The Company agreed to extend the option (“Extended 

Option”) by approximately 18 months from September 12, 2017 to March 31, 2019 (“Amended Option Period”). In consideration for 

the extension, Timberline will pay an additional US$1.0 million and issue 3.5 million common shares to the Company. In addition, 

Timberline’s repurchase option for Gunpoint’s 1% net smelter return royalty (“NSR”) on Talapoosa has been eliminated.  

The amended terms of the Option Agreement are as follows: 

 

• Payment of US$1.0 million and one million common shares of Timberline by March 31, 2017 (Received). 

• Payment of US$2.0 million and one million common shares of Timberline by March 31, 2018. 

• A final payment of US$8.0 million and 1.5 million common shares of Timberline by March 31, 2019. 

• Timberline commits to undertakes cumulative project expenditures of a minimum of US$7.5 million by December 31, 2018. 

• Elimination of Timberline’s US$3.0 million purchase option of the 1% NSR retained by the Company upon Timberline’s acquisition 

of Talapoosa. 

• The Contingent payment based on escalating gold prices has been amended such that if gold prices average greater than or equal to 

US$1,600 over any 90-day period (“Trigger Event”) within a 5-year period commencing on the option exercise closing date, 

Timberline will pay the Company an additional US$10.0 million of which a minimum of US$5.0 million will be payable within six 

months of the Trigger Event, and the remaining US$5.0 million payable within twelve months of the Trigger Event, with both 

payments payable in cash or, at Timberline’s discretion, up to 50% in shares. 

 

 

During the three months ended March 31, 2017, the Company received $1,343.0 (US$1.0 million) cash and one million common shares 

of Timberline. The market value of one million Timberline shares at the date of granting was $620.0. Total consideration was $1,963.0. 

 

Upon exercise of the Extended Option, Timberline will have paid US$11.3 million and issued 5.5 million shares to the Company to 

acquire a 100% interest in Talapoosa. The Company will retain a 1% NSR in Talapoosa which is not subject to a buyback option. 

As at March 31, 2017, the Company owns 9% of the outstanding shares issued in Timberline. The market value of 3.0 million Timberline 

shares was $1,860.0 (December 31, 2016 - $810.0 – 2 million shares) 

 

d) La Cecilia 

In 2010, the Company acquired La Cecilia from Chesapeake Gold Corp. La Cecilia is located in Sonora State Mexico and comprises 

three mineral concessions totalling 794 hectares. On January 31, 2017, the Company entered into an agreement (“Option Agreement”) 
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with Riverside Resources Inc. (TSX-V: RRI) whereby Riverside has been granted an option to acquire a 100% interest in Gunpoint’s La 

Cecilia-Margarita gold project (“La Cecilia”) located in Sonora State, Mexico.  

 

Pursuant to Option Agreement and subject to TSX Venture Exchange approval, Riverside has the right to acquire a 100% interest in La 

Cecilia by making $250,000 in cash payments and issuing 1.0 million Riverside (Received) common shares to the Company per following 

schedule: 

• A payment of $10.0 upon execution of the Option Agreement (Received); 

• A $15.0 cash payment and issuance of 100,000 common shares of Riverside concurrent with the execution of registerable agreement 

in Mexico (“the Effective Date”) (Received); 

• A $25.0 cash payment and issuance of 200,000 common shares of Riverside on or before the first anniversary of the Effective Date; 

• A $75.0 cash payment and issuance of 300,000 common shares of Riverside on or before the second anniversary of the Effective 

Date; and 

• A $125.0 cash payment and issuance of 400,000 common shares of Riverside on or before the third anniversary of Effective Date. 

 

Riverside will be responsible for the property taxes and holding costs to maintain La Cecilia in good standing during the term of the 

agreement. As at March 31, 2017 the La Cecilia property is currently recorded at $nil (2016 - $nil) value due to a previous impairment. 

The consideration received from Riverside will be recognised as income. 

8 Equipment 

 

Cost 

 December 31, 2015 Disposals 

Cost 

December 31, 

2016 and 

March 31, 

2017 

Office and furniture $                35.5 $            (35.5) $             - 

Vehicles 306.9 - 306.9 

Exploration equipment 178.1 (62.8) 115.3 

 $           520.5 $           (98.3) $        422.2 

 

 

Accumulated 

Depreciation 

December 31, 

2015 

Depreciation, 

& 

amortization Disposal 

 

 

Accumulated 

Depreciation 

December 31, 

2016 

Depreciation, & 

amortization 

 

 

Accumulated 

Depreciation 

March 31, 2017 

Office and 

furniture 
$            (31.6)         $            (1.2) $         32.8 $                     -         $                 - $                     -         

Vehicles (276.6) (11.9) - (288.5) (5.8) (294.3) 

Exploration 

equipment 
(109.4) (3.9) 58.8 (54.5) (2.8) (57.3) 

 $          (417.6) $           (17.0) $        91.6 $          (343.0) $            (8.6) $          (351.6) 

 

Carrying amount March 31, 2017 December 31, 2016 

Vehicles  $                            12.6 $                            18.4 

Exploration equipment                               58.0                               60.8 

 $                            70.6 

 

$                            79.2 
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9 Accounts payable and accrued liabilities 

 March 31, 2017 December 31, 2016 

Trade payables       $                               935.1          $                            1,060.0          

Accrued liabilities                               -                               - 

 $                                935.1 $                            1,060.0 

 

10 Convertible debenture 

On March 15, 2012, the Company issued a convertible debenture ("First Debenture") of $750.0. The First Debenture carries interest at the 

rate of 5% per annum, payable on the earlier of conversion or maturity.  The First Debenture was unsecured. Each First Debenture is 

convertible at the holder's option any time prior to or on maturity into fully paid units ("First Units") of Gunpoint at a conversion price of 

$0.80 per First Unit. Each First Unit consisted of one fully paid common share in the capital of the Company and one-half of one share 

purchase warrant ("First Warrant"). Each whole First Warrant was exercisable until March 14, 2014 to purchase an additional common 

share at $1.00. On March 14, 2014, Gunpoint and the holders of the First Debenture extended the term of the First Debenture by 12 months 

to March 16, 2015. The First Debenture is currently due on demand.   

On October 14, 2016, the Company repaid the principal of $50.0 (in cash) to two of the three convertible debenture holders. All interest 

accrued related to two convertible debenture holder’s principal were waived as part of the redemption. As at March 31, 2017, the Company 

still has one convertible debenture in the principal amount of $700.0, (plus related accrued interest) outstanding and this amount is indebted 

to the President of the Company.   

Interest accrued for the period ended March 31, 2017 was $8.8 (March 31, 2016 - $9.4). As at March 31, 2017, the total accrued interest 

related to the remaining outstanding First Debenture was $176.5 (December 31, 2016 - $167.7) and was included in account payables and 

accrued liabilities.  

 

11 Share capital 

a) The Company’s authorized share capital consists of an unlimited number of common shares without par value and an unlimited 

number of Series 1 Class A restricted voting shares without par value, convertible and redeemable at $0.01 per share and an unlimited 

number of preferred shares without par value. 

b) As at March 31, 2017, 375,000 (December 31, 2016 – 375,000) of the issued and outstanding common shares were held in escrow, 

subject to release upon approval of regulatory authorities. 

c) During the three months ended March 31, 2017, one option holder exercised 37,500 stock options at an exercise price of $2.15 for 

total proceeds of $80.6. 

12 Share based compensation 

The Company has a share purchase option plan which provides for equity participation in the Company by its directors, officers, 

employees, consultants and consultant companies through the acquisition of common shares pursuant to the grant of options to purchase 

shares. The option plan is administered by the Board of Directors. Options may be granted on such terms as the Board may determine 

within the limitations of the option plan and subject to the rules and policies of applicable regulatory authorities. The maximum aggregate 

number of shares reserved for issuance for options granted under the option plan is 8,500,000 common shares. The exercise price for 

options granted may not be less than the market price of the shares on the day immediately preceding the date of the grant of the option.  

The Company also has a Stock Bonus Plan (“Bonus Plan”). The Bonus Plan enables bonus common shares to be issued to any full-time 

or part-time employee or independent contractor (whether or not a director) of the Company or any of its subsidiaries who has rendered 
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services that contributed to the success of the Company or any of its subsidiaries. Grants of bonus common shares will be on terms that 

the Compensation Committee of the Board may determine, within the limitations of the Bonus Plan and subject to the rules and policies 

of applicable regulatory authorities. The maximum number of common shares issuable under the Bonus Plan is 200,000 common shares, 

representing approximately 0.52% of the current issued and outstanding common shares. In addition, in any calendar year, the number of 

bonus common shares issuable to insiders of the Company, also taking options into account, is limited to 0.5% of the total number of 

common shares which were issued and outstanding at the end of the preceding calendar year, 10% of the issued and outstanding common 

shares, and no more than 5% of the issued and outstanding shares to any one person in a 12-month period. 

 March 31, 2017 December 31, 2016 

 

Number of shares 

(000’s) 

Weighted average 

exercise price  

Number of shares 

(000’s) 

Weighted average 

exercise price  

Outstanding – beginning of year 5,689 $                           4.09 3,598 $                           5.28 

Granted - - 2,235 2.15 

Exercised (38) 2.15 (101) 3.30 

Forfeited/Expired (940) 10.75 (43) 4.52 

Outstanding – end of year 4,711 $                           2.78 5,689 $                           4.09 

 

On March 21, 2016, the Company granted incentive options to directors, officers, employees and consultant to purchase 2,235,000 

common shares of the Company at an exercise price of $2.15 per share for a term of 5 years, expiring March 21, 2021. The options will 

vest and exercisable on the basis of 25% annually commencing March 21, 2017, the first anniversary of the date of the option grant. The 

weighted average fair value of stock options granted was determined using the Black-Scholes option pricing model using the following 

assumptions: expected life of stock option of 5-year, volatility of 58%, annual rate of dividends of 0%, and a risk-free rate of 0.66%. 

The following table discloses the number of options and vested options outstanding as at March 31, 2017: 

Number of options  

(‘000s) 

Number of options vested 

(‘000s) 

 

 

Exercise price Expiry Date 

2,514 1,207 $3.30 29-Aug-24 

2,197 521 2.15 21-Mar-21 

4,711 1,728 2.78  

During the three months ended March 31, 2017, the Company recognized $487.6 (2016 - $485.1) as share-based compensation expense, 

of which $512.4 (2016 - $466.4) relates to the Company and $24.8 (gain) (2016 - $18.7) relates to Gunpoint, respectively. 
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13 Related party transactions 

The Company’s related parties include its subsidiaries, and key management personnel. Transactions with related parties for goods and 

services are made on normal commercial terms and are considered to be at arm’s length. 

Short-term employee benefits include salaries payable within twelve months of the balance sheet date and other annual employee benefits. 

The Company incurred the following expenses with related parties during the three months ended March 31: 

 2017 2016 

  Consulting $                          53.1 $                       123.4           

  Legal 0.5 - 

  Management fees 62.5 62.5 

  Rental      6.0 6.0 

During the first quarter of 2016 and 2017, legal fees were paid or accrued to a legal firm of which one of the partners is  the Corporate 

Secretary of the Company.  Management and rental fees were paid or accrued to a Company owned by an officer of the Company.  

Consulting fees were paid or accrued to a director of the Company.  These expenses were measured at the exchange amounts agreed upon 

by the parties.   

As at March 31, 2017 the Company had amounts payable of $396.4 (December 31, 2016 - $313.1) to these parties. These amounts are 

unsecured and non-interest bearing, due on demand and included in accounts payable and accrued liabilities. 

 

14 Capital management  

The capital of the Company consists of items included in shareholder’s equity. The Company’s objectives for capital management are to 

safeguard its ability to support the Company’s normal operating requirement on an ongoing basis, continue the development and 

exploration of its mineral properties and support any expansionary plans. 

The capital of the Company consists of items included in shareholders’ equity (excluding NCI), net of cash and cash equivalents as follows: 

 March 31, 2017 December 31, 2016 

 Total equity for owners $                          84,607.3 $                          85,239.9 

Less: cash and cash equivalents                           (21,642.4)                           (21,214.4) 

 $                          62,964.9             $                          64,024.5             

The Company manages its capital structure and makes adjustments in light of changes in its economic environment and the risk 

characteristics of the Company’s assets. To effectively manage the entity’s capital requirements, the Company has in place a planning, 

budgeting and forecasting process to help determine the funds required to ensure the Company has the appropriate liquidity to meet its 

operating and growth objectives. As at March 31, 2017, the Company expects its capital resources will support its normal operating 

requirements, planned development and exploration of its mineral properties for the next twelve months. There are no externally imposed 

capital requirements to which the Company has not complied.  
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15 Segment disclosures 

The Company operates in one operating segment (Note 1) in three countries. Details of the investments in mineral properties are disclosed 

in Note 7. The Company’s assets by country are: 

March 31, 2017 Canada Mexico USA Total 

Cash and cash equivalent $              21,561.2            $                     36.3                      $                        44.9 $                21,642.4                 

Accounts receivable and prepaid expense 319.6 191.3 - 510.9 

Marketable securities 1,966.7 - - 1,966.7 

 23,847.5 227.6 44.9 24,120.0 

Long term investment 72.6 - 1,860.0 1,932.6 

Investment in mineral properties - 64,190.5 4,678.6 68,869.1 

Other long term assets 33.5 - 182.3 215.8 

Fixed assets - 70.6 - 70.6 

Total assets $               23,953.6             $               64,488.7              $                    6,765.8                     $                  95,208.1                    

Segment loss for the three months ended $                   745.1                    $                      75.1                                          $                         15.3                                            $                       835.5                                       

 

 

March 31, 2016 Canada Mexico USA Total 

Cash and cash equivalent $              22,864.9            $                     31.5                      $                               - $                22,896.4                 

Accounts receivable and prepaid expense 269.8 199.6 - 469.4 

Marketable securities 1,893.8 - - 1,893.8 

 $              22,864.9            $                     31.5                      $                               - $                22,896.4                 

Long term investment 390.6 - - 390.6 

Investment in mineral properties - 60,818.0 6,641.7 67,459.7 

Other long term assets 213.4 - - 213.4 

Fixed assets 6.6 87.4 - 94.0 

Total assets $              25,639.1             $              61,136.5              $                   6,641.7                     $                 93,417.3                    

Segment loss for the three months ended $                   755.0                    $                   107.1                                          $                      199.1                                            $                   1,061.2                                         

 

 

 


