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INDEPENDENT AUDITORS' REPORT 
 
 
 
To the Shareholders of 
Inspiration Mining Corporation 
 
 
We have audited the accompanying consolidated financial statements of Inspiration Mining Corporation, which comprise the 
consolidated statements of financial position as at September 30, 2018 and 2017 and the consolidated statements of operations, 
comprehensive loss, changes in shareholders’ equity (deficiency), and cash flows for the years then ended, and a summary of 
significant accounting policies and other explanatory information. 
 
Management’s Responsibility for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with 
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable the 
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility  
 
Our responsibility is to express an opinion on these consolidated financial statements based on our audits.  We conducted our audits 
in accordance with Canadian generally accepted auditing standards.  Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements 
are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements.  The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material 
misstatement of the consolidated financial statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order 
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control.  An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the consolidated 
financial statements. 
 
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
 
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of Inspiration 
Mining Corporation as at September 30, 2018 and 2017 and its financial performance and its cash flows for the years then ended 
in accordance with International Financial Reporting Standards. 
 
  



 
 
Emphasis of Matter 
 
Without qualifying our opinion, we draw attention to Note 1 in the consolidated financial statements which describes conditions 
and matters that indicate the existence of a material uncertainty that may cast significant doubt about Inspiration Mining 
Corporation’s ability to continue as a going concern. 
 
 

“DAVIDSON & COMPANY LLP” 
 
 
Vancouver, Canada Chartered Professional Accountants 
 
January 28, 2019 
 
 
 
 
 
 
 
 
 
  



INSPIRATION MINING CORPORATION 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION  
(EXPRESSED IN CANADIAN DOLLARS)    
 

  
September 30, 

2018 

 
September 30, 

2017 
   
Assets   
Current assets   
Cash $ 6,326 $ 2,053 
Marketable securities (Note 5)  13,556  101,474 
Receivable (Note 6)  19,750  20,011 
Due from related parties (Note 14)  33,040  17,148 
   
Total current assets  72,672  140,686 
   
Exploration and evaluation assets (Note 9)  4  3,880,486 
   
Total assets $ 72,676 $ 4,021,172 
   
Liabilities and shareholders’ equity (deficiency)   
Current labilities   
Accounts payable and accrued liabilities (Notes 7 &14) $ 1,932,266 $ 1,636,393 
Line of credit (Note 8)  236,741  222,956 
Due to related parties (Note 14)  102,779  - 
   
Total liabilities  2,271,786  1,859,349 
   
Shareholders’ equity (deficiency)   
Share capital (Note 10)  47,373,175  47,373,175 
Reserves  28,884,403  28,884,403 
Accumulated other comprehensive income (loss)  1,643  (131,199) 
Deficit  (78,458,331)  (73,964,556) 
   
Total shareholders’ equity (deficiency)  (2,199,110)  2,161,823 
   
Total liabilities and shareholders’ (deficiency) $ 72,676 $ 4,021,172 

 
Nature of operations and going concern (Note 1) 
Commitment (Note 16) 
Contingencies (Note 17) 
Subsequent events (Note 19) 
 

 On behalf of the Board:     
 "D. Randall Miller" Director  "Herbert Brugh" Director  
 
 
 
 
 
 
 
 
 

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



INSPIRATION MINING CORPORATION 
CONSOLIDATED STATEMENTS OF OPERATIONS  
(EXPRESSED IN CANADIAN DOLLARS) 
FOR THE YEARS ENDED SEPTEMBER 30, 
  

  
  2018  2017 
   
Operating Expenses   
General and administrative (Note 13) $ 628,547 $ 610,378 
   
Operating Loss  (628,547)  (610,378) 
   
Interest expense  (13,785)  (14,132) 
Foreign exchange  (7,082)  19,480 
Gain (loss) on sale of marketable securities (Note 5)  (81,235)  20,333 
Gain on assignment of exploration and evaluation assets (Notes 5 & 9)  4,500  44,000 
Gain on debt settlement (Note 17)  48,006  - 
Gain on write-off of accounts payable   64,850  - 
Loss on write-off of mineral properties (Note 9)  (3,880,482)  - 
   
Net loss for the year $ (4,493,775) $ (540,697) 
   
Basic and diluted income (loss) per common share $ (0.12) $           (0.01) 
   
Weighted average number of common shares outstanding – basic and 
diluted 

 
 37,835,652 

 
 37,835,652 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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



 
 
INSPIRATION MINING CORPORATION 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS  
(EXPRESSED IN CANADIAN DOLLARS)  
FOR THE YEARS ENDED SEPTEMBER 30,  
  

  
  2018  2017 
   
Net loss for the year  $ (4,493,775) $ (540,697) 
   
Other comprehensive income (loss):     
Items that will be reclassified subsequently to income (loss):   
Unrealized gain (loss) on marketable securities, net of realized gain on disposal  
(Note 5)  132,842  (115,251) 
   
Other comprehensive income (loss)  132,842  (115,251) 
   
Total comprehensive loss for the year   

$ (4,360,933) 
 
$ (655,948) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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



INSPIRATION MINING CORPORATION 
CONSOLIDATED STATEMENTS OF CHANGE IN SHAREHOLDERS’ EQUITY (DEFICIENCY)  
(EXPRESSED IN CANADIAN DOLLARS) 
       
 

Number of 
shares Share Capital Reserves 

Accumulated 
Other 

Comprehensive 
Income (Loss) 

Accumulated 
Deficit Total 

       
Balance at September 30, 2016  37,835,652 $ 47,373,175 $ 28,884,403 $ (15,948) $ (73,423,859) $ 2,817,771 
Unrealized loss on available-for-sale 
marketable securities, net of realized gain on 
disposal (Note 5) -   -   -  (115,251)   -  (115,251) 
Net loss for the year  -   -  -  -  (540,697)  (540,697) 
       
Balance at September 30, 2017  37,835,652  47,373,175  28,884,403  (131,199)  (73,964,556)  2,161,823 
Unrealized gain on available-for-sale 
marketable securities, net of realized gain on 
disposal (Note 5)  -  -  -  132,842   -  132,842  
Net loss for the year  -  -  -  -  (4,493,775)  (4,493,775) 

       
Balance at September 30, 2018  37,835,652 $ 47,373,175 $ 28,884,403 $ 1,643 $ (78,458,331) $ (2,199,110) 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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



INSPIRATION MINING CORPORATION 
CONSOLIDATED STATEMENTS OF CASH FLOWS  
(EXPRESSED IN CANADIAN DOLLARS) 
FOR THE YEARS ENDED SEPTEMBER 30,  
 

  
2018 

 
2017 

   
Cash Flows Used In Operating Activities:   
Net loss for the year $ (4,493,775) $ (540,697) 
Items not affecting cash:   
 (Gain) Loss on sale of marketable securities  81,235  (20,333) 
 Foreign exchange  7,082  19,480 
 Interest expense  13,785  12,982 
 Gain on settlement of debt   (48,006)  - 
 Gain on assignment of exploration and evaluation assets  (4,500)  (44,000) 
 Gain on write-off of accounts payable   (64,850)  - 
 Loss on write-off of mineral properties   3,880,482  - 
Change in non-cash working capital items:   
 Receivables  261  (11,168) 
 Prepaid expenses  -  501 
 Accounts payable and accrued liabilities  401,647  474,826 
 Due to (from) related parties  86,887  (7,717) 
  (139,752)  (116,126) 
   
Cash Flows Provided By Investing Activities:   
Proceeds from sale of marketable securities  144,025  20,750 
  144,025  20,750 
    
Net change in cash during the year  4,273  (95,376) 
Cash, beginning of year  2,053  97,429 
   
Cash, end of year $ 6,326 $ 2,053 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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



INSPIRATION MINING CORPORATION 
CONSOLIDATED STATEMENTS OF EXPLORATION AND EVALUATION ASSETS  
(EXPRESSED IN CANADIAN DOLLARS) 
FOR THE YEARS ENDED SEPTEMBER 30, 
  

   
  

2018 
 

2017 
   
Desrosiers Property, Ontario, Canada   
Acquisition cost, beginning of year and end of year $ 1 $ 1 
   
Cleaver Property, Ontario, Canada   
Acquisition cost, beginning of year and end of year  1  1 
   
Langmuir Property, Ontario, Canada   
Acquisition costs, beginning of year  3,880,483  3,880,483 
Impairment of property (Note 9)   (3,880,482)  - 
Acquisition cost, end of year   1  3,880,483 
   
Llamara Project, Salar de Llamara Chile   
Acquisition costs, beginning of year and end of year  1  1 
   
Carscallen Property, Ontario, Canada   
Acquisition cost, beginning of year  -  145,000 
Assignment of property (Notes 5 & 9)  -  (145,000) 
Acquisition cost, end of year  -  - 
   
Total exploration and evaluation assets $ 4 $ 3,880,486 

 
Refer to Note 9 – Exploration and evaluation assets 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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



INSPIRATION MINING CORPORATION  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(EXPRESSED IN CANADIAN DOLLARS)  
SEPTEMBER 30, 2018  
 
1. NATURE OF OPERATIONS AND GOING CONCERN 
 

Inspiration Mining Corporation (the "Company") was incorporated under the laws of British Columbia on 
November 15, 1972. The Company has been engaged in the acquisition, exploration and evaluation of mineral 
resource properties. The primary office of the Company is located at 1800-130 King Street West, Toronto, 
Ontario M5X 1E3. 

 
The consolidated statements were approved by the Board of Directors on January 28, 2019. The Company’s 
common shares commenced trading on the Canadian Securities Exchange (“CSE”) on February 5, 2016. 

 
The business of mining and exploring for minerals involves a high degree of risk and there can be no assurance 
that planned exploration and development programs will result in profitable mining operations. The Company 
has not yet established whether its mineral properties contain reserves that are economically recoverable. The 
recovery of amounts capitalized for mineral properties and related deferred costs in the consolidated statements 
of financial position is dependent upon the existence of economically recoverable reserves, the ability of the 
Company to arrange appropriate financing to complete the development of the properties and upon future 
profitable production or proceeds from their disposition. Changes in future conditions could require material write-
downs of the carrying values of mineral properties. 

 
Although the Company has taken steps to verify title to the property on which it is conducting exploration and in 
which it is acquiring an interest, in accordance with industry standards for the current stage of exploration of 
such property, these procedures do not guarantee the Company's title. Property title may be subject to 
unregistered prior agreements, aboriginal claims, and noncompliance with regulatory requirements. 

 
These consolidated financial statements have been prepared on a basis which contemplates that the Company 
will continue in operation for the foreseeable future and will be able to realize its assets and discharge its liabilities 
in the normal course of business. As certainty of funding future exploration expenditures and availability of 
additional financing sources cannot be assured at this time, these uncertainties may cast a significant doubt 
about the Company’s ability to continue as a going concern. The consolidated financial statements do not include 
adjustments to the carrying values and classifications of recorded assets and liabilities and related revenues and 
expenses that might be necessary should the Company be unable to continue as a going concern. These 
adjustments could be material.  

 
 
 
 



INSPIRATION MINING CORPORATION  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(EXPRESSED IN CANADIAN DOLLARS)  
SEPTEMBER 30, 2018  
 
2. BASIS OF PRESENTATION AND ACCOUNTING POLICIES (Continued) 
 

(a) Basis of preparation 
 

These consolidated financial statements were prepared in accordance with International Financial Reporting 
Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB”) and Interpretations of the 
International Financial Reporting Interpretations Committee (“IFRIC”), effective for the Company’s reporting for 
the year ended September 30, 2018.  
 

The consolidated financial statements have been prepared on a historical cost basis, with the exception of 
financial instruments that have been classified as fair value through profit or loss and available-for-sale.  
 
 

(b) New accounting standard not yet adopted 
 

The Company has reviewed new and revised accounting pronouncements that have been issued but are not 
yet effective. The Company has not early adopted any of these standards and is currently evaluating the impact, 
if any, that these standards might have on its consolidated financial statements. 
 

Accounting Standards Issued and Effective for Annual Reporting Periods Beginning On or After January 1, 2018: 
 

The IASB intends to replace IAS 39 Financial Instruments: Recognition and Measurement in its entirety with 
IFRS 9 Financial Instruments (“IFRS 9”) which is intended to reduce the complexity in the classification and 
measurement of financial instruments. IFRS 9 is effective for periods beginning on or after January 1, 2018. The 
Company does not expect that the final standard will have any impact on its consolidated financial statements 
other than increased levels of note disclosure. 
 
IFRS 15, Revenue from Contracts with Customers: IFRS 15 is a new standard to establish principles for reporting 
the nature, amount, timing, and uncertainty of revenue and cash flows arising from an entity’s contracts with 
customers. It provides a single model in order to depict the transfer of promised goods or services to customers. 
IFRS 15 supersedes IAS 11, Construction Contracts, IAS 18, Revenue, IFRIC 13, Customer Loyalty Programs, 
IFRIC 15, Agreements for the Construction of Real Estate, IFRIC 18, Transfers of Assets from Customers, and 
SIC-31, Revenue – Barter Transactions involving Advertising Service. The Company does not expect that the 
final standard will have any impact on its consolidated financial statements.  
 

Accounting Standards Issued and Effective for Annual Reporting Periods Beginning On or After January 1, 2019: 
 

IFRS 16 Leases is a new standard that sets out the principles for recognition, measurement, presentation, and 
disclosure of leases including guidance for both parties to a contract, the lessee and the lessor. The new 
standard eliminates the classification of leases as either operating or finance leases as is required by IAS 17 
and instead introduces a single lessee accounting model. Management is currently assessing the impact of this 
new standard on the Company’s financial statements.  

  



INSPIRATION MINING CORPORATION  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(EXPRESSED IN CANADIAN DOLLARS)  
SEPTEMBER 30, 2018  
 
2.  BASIS OF PRESENTATION AND ACCOUNTING POLICIES (Continued) 

 
(c) Basis of consolidation 
 
These consolidated financial statements incorporate the financial statements of the Company and its 
subsidiaries. Subsidiaries are consolidated from the date on which the Company obtains control, and continue 
to be consolidated until control ceases. Control is established when the Company has the rights that give it the 
ability to direct the activities that significantly affect the investee's returns, the exposure, or rights, to variable 
returns from its involvement and the ability to use its power over the investee to affect the amount of the investor's 
returns, and generally exists where more than 50% of the voting power of the entity is held by the Company or 
has the ability to determine the strategic, operating, investing and financing policies of a company without the 
co-operation of others. The financial statements of the subsidiaries are prepared for the same reporting period 
as the Company, using consistent accounting policies. Intercompany transactions and balances are eliminated 
in full on consolidation. 
 
Where the ownership of a subsidiary is less than 100%, and a non-controlling interest thus exists, any losses of 
that subsidiary are attributed to the non-controlling interests even if that results in a deficit. A change in the 
ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. 
 
The following companies have been consolidated within the consolidated financial statements: 
 

Name of subsidiary 
Place of 

incorporation 
Ownership 

Interest Principal activity 

Metals Mines Inc. (“Metal”) Ontario, Canada 100% Exploration company 
1691063 Ontario Ltd. (“1691063”) Ontario, Canada 100% Exploration company 
Inspiration Mining-Utah, Inc. 
(“Inspiration Utah”) United States 100% Exploration company 

 
(d) Financial currency and foreign currency translation 
 
These consolidated financial statements are presented in Canadian dollars. The functional currency for each 
entity consolidated with the Company is determined by the currency of the primary economic environment in 
which it operates. The functional currency of the Company and its subsidiaries is the Canadian dollar. 

 
Transactions in currencies other than the Canadian dollar are recorded at exchange rates prevailing on the dates 
of the transactions. At the end of each reporting period, the monetary assets and liabilities of the Company that 
are denominated in foreign currencies are translated at the rate of exchange at the statement of financial position 
date while non-monetary assets and liabilities are translated at historical rates. Revenues and expenses are 
translated at the exchange rates approximating those in effect on the date of the transactions. Exchange gains 
and losses arising on translation are included in the statement of operations and comprehensive loss. 
 
 
 
 
 
 
 

  



INSPIRATION MINING CORPORATION  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(EXPRESSED IN CANADIAN DOLLARS)  
SEPTEMBER 30, 2018  
 
2.  BASIS OF PRESENTATION AND ACCOUNTING POLICIES (Continued) 

 
(e) Financial instruments  
 
Financial instruments are defined as any contract that gives rise to a financial asset for one entity and a financial 
liability or equity instrument for another entity. The Company recognizes financial assets and financial liabilities 
when it becomes a party to the contractual provisions of the instrument. 

 
Financial assets are classified into the following categories at their initial recognition: 

Financial assets at fair value through profit or loss ("FVTPL");  
Held-to-maturity investments;  
Loans and receivables; or  
Available-for-sale investments. 

 
Financial liabilities are classified into the following categories at their initial recognition: 

Financial liabilities at FVTPL; or  
Other financial liabilities. 

 
Financial assets and liabilities are initially measured at fair value, plus (in the case of a financial asset or liability 
not at FVTPL) transaction costs directly attributable to the acquisition or issuance of the financial asset or liability. 
In a purchase or sale of financial assets, recognition and derecognition occurs using trade date accounting. 
 
Financial assets are subsequently measured after initial recognition at fair value, except for financial assets 
classified as held-to-maturity investments or loans and receivables, which are subsequently measured at 
amortized cost using the effective interest method. FVTPL fair value changes are recorded in net loss versus 
available-for-sale investments fair value changes which are recorded in other comprehensive income (loss). 
 
Financial liabilities at FVTPL are subsequently measured after recognition at fair value. All other financial 
liabilities are subsequently measured at amortized cost using the effective interest method. 

 
Financial assets are derecognized when: 

a. the contractual rights to the cash flows from the financial asset expire;  
b. the contractual rights to the cash flows from the financial asset are retained, but a contractual 

obligation to pay the cash flows to another party without material delay is assumed by the 
Company; or  

c. when the Company transfers substantially all the risks and rewards of ownership of the financial 
asset. 

 
Financial assets are assessed for indicators of impairment at the end of each reporting period. Financial assets 
are impaired when there is objective evidence that, as a result of one or more events that occurred after the 
initial recognition of the financial assets, the estimated future cash flows of the investments have been negatively 
impacted. Evidence of impairment could include: significant financial difficulty of the issuer or counterparty; 
default or delinquency in interest or principal payments; or the likelihood that the borrower will enter bankruptcy 
or financial reorganization. 
 

  



INSPIRATION MINING CORPORATION  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(EXPRESSED IN CANADIAN DOLLARS)  
SEPTEMBER 30, 2018  
 
2.  BASIS OF PRESENTATION AND ACCOUNTING POLICIES (Continued) 

 
(e) Financial instruments (Continued) 
 
The carrying amount of financial assets is reduced by any impairment loss directly for all financial assets with 
the exception of financial assets classified as loans and receivables, where the carrying amount is reduced 
through the use of an allowance account. When these assets are considered uncollectible, they are written off 
against the allowance account. Subsequent recoveries of amounts previously written off are credited against the 
allowance account. Changes in the carrying amount of the allowance account are recognized in profit or loss. 
 
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognized, the previously recognized impairment 
loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the 
impairment is reversed does not exceed what the amortized cost would have been had the impairment not been 
recognized. 
 
Financial instruments recorded at fair value on the consolidated statement of financial position are classified 
using a fair value hierarchy that reflects the significance of the inputs used in making the measurements. The 
fair value hierarchy has the following levels: Level 1 - valuation based on quoted prices (unadjusted) in active 
markets for identical assets or liabilities; Level 2 - valuation techniques based on inputs other than quoted prices 
included in Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. 
derived from prices); and Level 3 - valuation techniques using inputs for the asset or liability that are not based 
on observable market data (unobservable inputs). 

 
(f) Impairment of non-financial assets 
 
At the end of each reporting period, the Company reviews the carrying amounts of its non-financial assets to 
determine whether there is any indication that those assets have suffered an impairment loss. Where such an 
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the 
impairment loss. The recoverable amount is the higher of an asset’s fair value less cost of disposal 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. If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying 
amount of the asset is reduced to its recoverable amount. An impairment loss is recognized in the consolidated 
statement of operations. 

 
Assets with an indefinite useful life that are not amortized are tested annually for impairment, irrespective of 
whether there is any indication that these assets may be impaired. 
 
(g) Valuation of equity units issued in private placement  

 
The Company has adopted a residual value method with respect to the measurement of shares and warrants 
issued as private placement units. The residual value method first allocates value to the most easily measured 
component based on fair value and then the residual value, if any, to the less easily measurable component. 
 
The fair value of the common shares issued in a private placement was determined to be the more easily 
measurable component and were valued at their fair value, as determined by the closing quoted bid price on the 
issuance date. The balance, if any, was allocated to the attached warrants. Any fair value attributed to the 
warrants is recorded as contributed surplus. 

 
   



 
INSPIRATION MINING CORPORATION  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(EXPRESSED IN CANADIAN DOLLARS)  
SEPTMEBER 30, 2018  
 
2.  BASIS OF PRESENTATION AND ACCOUNTING POLICIES (Continued) 
 

(h) Short-term investment 
 
Short-term investments are liquid investments with a maturity greater than three months and less than twelve 
months and are recorded at fair market value. 

 
(i) Marketable securities 

 
Investments in marketable securities have been designated as available-for-sale and are recorded at fair value. 
Fair values for available-for-sale investments are determined by reference to the last bid price at the date of the 
consolidated statement of financial position. Unrealized gains and losses are recognized in other comprehensive 
loss. If a decline in fair value is considered to be other than temporary, the loss is recognized in profit or loss. 
 
(j) Evaluation and exploration expenditures 

 
The Company capitalizes all direct costs related to the acquisition and maintenance of mineral rights after the 
legal right to explore has been obtained, as well as the determination of the technical feasibility and commercial 
viability of extracting the mineral resource. All other exploration and evaluation costs are expensed as incurred. 

 
(k) Provisions 

 
A provision is recognized when the Company has a present legal or constructive obligation as a result of a past 
event, it is probable that an outflow of economic benefits will be required to settle the obligation, and the amount 
of the obligation can be reliably estimated. If the effect is material, provisions are determined by discounting the 
expected future cash flows to present value. 

 
(l) Share-based payment transactions 
 

The fair value of equity-settled share options granted to employees is recognized as an expense over the vesting 
period with a corresponding increase in equity. An individual is classified as an employee when the individual is 
an employee for legal or tax purposes (direct employee) or provides services similar to those performed by a 
direct employee, including directors of the Company. 
 
The fair value is measured at the grant date and is recognized over the period during which the options vest. 
The fair value of the options granted is measured using the Black-Scholes option-pricing model, taking into 
account the terms and conditions upon which the options were granted. At each financial position reporting date, 
the amount recognized as an expense is adjusted to reflect the actual number of share options that are expected 
to vest. 
 
The fair value of share-based payments to non-employees and other share-based payments are based on the 
fair value of the goods or services received. If the Company cannot estimate reliably the fair value of the goods 
or services received, the Company measures their value, and the corresponding increase in equity, indirectly, 
by reference to the fair value of the equity instruments granted at the date the Company receives the goods or 
services. 

  



 
INSPIRATION MINING CORPORATION  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(EXPRESSED IN CANADIAN DOLLARS)  
SEPTEMBER 30, 2018  
 
2.  BASIS OF PRESENTATION AND ACCOUNTING POLICIES (Continued) 
 

(m) Restoration rehabilitation and environmental obligations 
 

A legal or constructive obligation to incur restoration, rehabilitation and environmental costs may arise when 
environmental disturbance is caused by the exploration, development or ongoing production of a mineral 
property interest. Such costs are discounted to their net present value and are provided for and capitalized at 
the start of each project to the carrying amount of the asset, as soon as the obligation to incur such costs arises. 
Discount rates using a pretax rate that reflects the time value of money are used to calculate the net present 
value. These costs are charged against profit or loss over the economic life of the related asset, through 
amortization using either a unit-of-production or the straight-line method as appropriate. The related liability is 
adjusted for each period for the unwinding of the discount rate and for changes to the current market-based 
discount rate, amount or timing of the underlying cash flows needed to settle the obligation. Costs for restoration 
of subsequent site damage that is created on an ongoing basis during production are provided for at their net 
present values and charged against profits as extraction progresses. The Company has no material restoration, 
rehabilitation and environmental costs as at September 30, 2018. 

 
(n) Loss per share 

 
The Company presents basic and diluted loss per share data for its common shares, calculated by dividing the 
loss attributable to common shareholders of the Company by the weighted average number of common shares 
outstanding during the period. The diluted loss per share, which is determined by adjusting the loss attributable 
to common shareholders and the weighted average number of common shares outstanding for the effects of all 
warrants and options outstanding that may add to the total number of common shares. The Company's diluted 
loss per share does not include the effect of stock options and warrants as they are anti-dilutive. 
 
(o) Income taxes 
 
Income tax comprises current and deferred tax. Income tax is recognized in the consolidated statement of 
operations except to the extent that it relates to items recognized directly in equity, in which case the income tax 
is also recognized directly in equity. 
 
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or 
substantively enacted, at the end of the reporting period, and any adjustment to tax payable in respect of 
previous years. 
 
Deferred tax is recognized in respect of temporary differences arising between the tax bases of assets and 
liabilities and their carrying amounts in the consolidated financial statements. Deferred income tax is determined 
on a non-discounted basis using tax rates and laws that have been enacted or substantively enacted at the 
consolidated statement of financial position date and are expected to apply when the deferred tax asset or 
liability is settled. Deferred tax assets are recognized to the extent that it is probable that the assets can be 
recovered. 
 
Deferred income tax is provided on temporary differences arising on investments in subsidiaries and associates, 
except, in the case of subsidiaries, where the timing of the reversal of the temporary difference is controlled by 
the Company and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred 
tax assets and liabilities are presented as non-current. Deferred tax assets and liabilities are offset if a legally 
enforceable right exists to set off current assets against current tax liabilities and the deferred income taxes 
relate to the same taxable entity and the same taxation authority. 

  



INSPIRATION MINING CORPORATION  
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
(EXPRESSED IN CANADIAN DOLLARS)  
JUNE 30, 2018  
 
2.  BASIS OF PRESENTATION AND ACCOUNTING POLICIES (Continued) 
 

(p) Significant accounting judgements and estimates 
 
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 
consolidated financial statements and reported amounts of expenses during the reporting period. Actual 
outcomes could differ from these estimates. These consolidated financial statements include estimates that, by 
their nature, are uncertain. The impacts of such estimates are pervasive throughout the consolidated financial 
statements, and may require accounting adjustments based on future occurrences. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised and future periods if the revision affects 
both current and future periods. These estimates are based on historical experience, current and future 
economic conditions and other factors, including expectations of future events that are believed to be reasonable 
under the circumstances. 

 
Critical accounting estimates 

 
Significant assumptions about the future that management has made that could result in a material adjustment 
to the carrying amounts of assets and liabilities, in the event that actual results differ from assumptions made, 
relate to, but are not limited to, the following: 

 
x the valuation of exploration and evaluation assets; and    
x the assumptions used for determining the amount of deferred income taxes and deferred income tax 

assets and liabilities including future income tax rates and recoverability. 
 

Critical accounting judgments 
 

x the Company's assumption of no material restoration, rehabilitation and environmental provisions, 
based on the facts and circumstances that existed during the year; and 

x going concern presentation of the consolidated financial statements which assumes that the 
Company will continue in operation for the foreseeable future and will be able to realize its assets and 
discharge its liabilities in the normal course of operations as they come due. 
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3. CAPITAL MANAGEMENT 
 

The Company manages its capital with the following objectives: 
 

(i)   To ensure sufficient financial flexibility to achieve the ongoing business objectives including funding of 
future growth opportunities, and pursuit of accretive acquisitions; and 

 
(ii) To maximize shareholder return through enhancing the share value. 

 
The Company monitors its capital structure and makes adjustments according to market conditions in an effort 
to meet its objectives given the current outlook of the business and industry in general. The Company may 
manage its capital structure by issuing new shares, repurchasing outstanding shares, adjusting capital 
spending, or disposing of assets. The capital structure is reviewed by Management and the Board of Directors 
on an ongoing basis.  

 
The Company manages capital through its financial and operational forecasting processes. The Company 
reviews its working capital and forecasts its future cash flows based on operating expenditures, and other 
investing and financing activities. The forecast is updated based on activities related to its mineral activities. 
Selected information is provided to the Board of Directors of the Company. 

 
The Company's capital management objectives, policies and processes have remained unchanged during the 
years ended September 30, 2018 and 2017. The Company is not subject to any capital requirements imposed 
by a lending institution and there have been no changes to the Company's management of capital during the 
year. 

 
4. FINANCIAL RISK FACTORS 
 

The Company’s activities expose it to a variety of financial instruments risks: credit risk, liquidity risk and market 
risk (including interest rate risk, foreign currency risk and price risk). 
 
Risk management is carried out by the Company's management team with guidance from the Audit Committee 
under policies approved by the Board of Directors. The Board of Directors also provides regular guidance for 
overall risk management. 

 
Credit Risk  
The Company’s credit risk is primarily attributable to cash, receivable and due from related parties. Cash is 
held with reputable financial institutions and receivable relates to government sales tax recoverable, both from 
which management believes the risk of loss to be remote. The Company has closely monitored creditability of 
the counter parties to mitigate credit risk. 
 
Liquidity Risk  
Liquidity risk is the risk that the Company will not have sufficient cash resources to meet its financial obligations 
as they come due. The Company’s liquidity and operating results may be adversely affected if the Company’s 
access to the capital market is hindered, whether as a result of a downturn in stock market conditions generally 
or as a result of conditions specific to the Company. As at September 30, 2018, the Company had a cash 
balance of $6,326 (2017 - $2,053) to settle current liabilities of $2,271,786 (2017 - $1,859,349). All of the 
Company's financial liabilities have contractual maturities of less than 30 days and are subject to normal trade 
terms. The Company regularly evaluates its cash position to ensure maintenance of liquidity, assessed as high. 
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4.  FINANCIAL RISK FACTORS (Continued) 

 
Market Risk 
 
Interest rate risk  
The Company has cash balances and no interest-bearing debt, with the exception of line of credit (Note 8). The 
Company's current policy is to invest excess cash in investment-grade short-term certificates of deposits issued 
by its banking institutions. The Company periodically monitors the investments it makes and is satisfied with 
the credit ratings of its banks. 
 
Foreign currency risk  
The Company's functional and reporting currency is the Canadian dollar and major purchases are transacted 
in Canadian dollars. The Company funds certain operations, exploration and administrative expenses in the 
US dollar currency from its Canadian dollar bank accounts. Management believes the foreign exchange risk 
derived from currency conversions is negligible and therefore does not hedge its foreign exchange risk. 

 
Price risk  
The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk is defined 
as the potential adverse impact on the Company's earnings due to movements in individual equity prices or 
general movements in the level of the stock market. Commodity price risk is defined as the potential adverse 
impact on earnings and economic value due to commodity price movements and volatilities. The Company 
closely monitors commodity prices of precious metals, individual equity movements, and the stock market to 
determine the appropriate course of action to be taken by the Company. 

 
The Company's marketable securities are subject to fair value fluctuations arising from changes in the equity 
markets. 
 
Classification of Financial Instruments 

 
 September 30, 2018 September 30, 2017 
   
Loans and receivables   
 Cash $ 6,326 $ 2,053 
 Due from related parties $ 33,040 $ 17,148 
Available-for-sale   
 Marketable securities  $ 13,556 $ 101,474 
   
Financial liabilities included in the statement of financial position are as follows: 
 September 30, 2018 September 30, 2017 
   
Non-derivative financial liabilities   
 Accounts payable $ 534,453 $ 488,242 
 Line of credit $ 236,741 $ 222,956 
 Due to related parties $ 102,779 $ - 
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5. MARKETABLE SECURITIES 
 

As at September 30, 2018, marketable securities are comprised of investments in shares of public companies 
with a total cost of $11,474 and fair value of $13,556 (2017 - cost of $489,047, fair value of $101,474), resulted 
in an unrealized gain of $2,082 during the year (2017 – loss of $115,251, net of realized gain of $22,750). 

 
During the year ended September 30, 2018, the Company: 
 

(i) sold 2,100,000 shares of Nitinat Minerals Corporation with a cost of $94,500 for net proceeds of 
$144,025, resulting in realized loss of $49,525. The sale resulted in reclassification of accumulated 
unrealized losses of $130,760 recorded in accumulated other comprehensive loss to profit and loss, 
resulting in loss of sale on marketable securities of $81,235. 

 
(ii) received 100,000 shares of Nitinat Minerals Corporation with a cost of $4,500 pursuant to the 

assignment of property (Note 9), resulting in a gain of $4,500. 
 
During the year ended September 30, 2017, the Company: 
 

(i) sold certain marketable securities with a cost of $nil for net proceeds of $20,750, resulting in realized 
gain of $20,333. 

 
(ii) received 2,100,000 shares of Nitinat Minerals Corporation with a cost of $189,000 pursuant to the 

assignment of property (Note 9), resulting in a gain of $44,000. 
 
6. RECEIVABLE 
 

 September 30, 
2018 

September 30, 
2017 

   
Harmonized goods and services taxes receivable $ 19,750 $ 20,011 

 
7. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 
 

 September 30, 
2018 

September 30, 
2017 

   
Falling due within the period   
 Trade payables $ 62,916 $ 170,725 
 Accrued liabilities  237,559  413,682 
 Accounts payable and accrued liabilities to related parties (Note 14)  1,631,791  1,051,986 
   
 $ 1,932,266 $ 1,636,393 

 
8. LINE OF CREDIT 
 

On October 14, 2015, the Company entered into an unsecured revolving line of credit agreement for up to 
$300,000, bearing interest at 6% per annum, repayable 18 months following the first advance (May 29, 2017). 
As at September 30, 2018, the Company has drawn $200,000 from this facility and accrued interest amounted 
to $36,741 (2017 - $22,956). 
 
As at September 30, 2018, the line of credit is past due. However, no default notice is received by the Company.  
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9. EXPLORATION AND EVALUATION ASSETS 
 
 (a) Langmuir Property, Ontario, Canada 
 

The Company acquired a 100% interest in certain mineral claims located in the Langmuir Township, Porcupine 
Mining Division of Ontario. There is no requirement by the Company to carry out an exploration program except 
to keep the claims in good standing. The mineral claims were originally subject to a 3% net smelter return 
(“NSR”) royalty (of which 1/3 is owned by a private company controlled by the president and director of the 
Company). After the settlement of a litigation proceeding in fiscal 2006, the Company purchased 2/3 of the 3% 
NSR royalty for a total of $1,960,053. 

 
In September 2005, the Company entered into an agreement to purchase a 100% interest in seven claims 
located in the Langmuir Township, Porcupine Mining Division of Ontario. These mineral claims are subject to 
a 1% NSR royalty. 

 
The Company acquired two patented land claims located adjacent to the existing Langmuir claims pursuant to 
an asset purchase agreement dated November 21, 2008. The claims are subject to a 3% NSR royalty. The 
Company has the right to purchase 1/3 of the NSR at a purchase price of $1,000,000 at any time prior to 
November 24, 2018. 
 
As at September 30, 2018, the property has been impaired and carries a nominal value of $1 (2017 - 
$3,880,483).  

 
(b) Llamara Project, Salar de Llamara, Chile 

 
In June 2012, the Company entered into an agreement to purchase an interest in an exploration and evaluation 
asset in Chile (the “Llamara Project”) through the acquisition of 20% of the issued and outstanding shares 
(1,250,000 common shares) of Potash Dragon Inc. ("Potash Dragon”) for cash consideration of $2,000,000. 

 
Included in the acquisition were 3,750,000 common share purchase warrants which entitled the Company to 
purchase one common share for a purchase price of $0.80 per share until May 15, 2013. 

 
In March 2013, the Company exercised 2,187,500 common share purchase warrants at an exercise price of 
$0.80 per share. As a result the Company has increased its interest in the Llamara Project to 41%. The 
remaining 1,562,500 common share purchase warrants expired, unexercised. 

 
In January 2014, due to the failure of Potash Dragon to complete a going public transaction (initial public 
offering, reverse take-over transaction or other similar transaction) within the prescribed time frame of the 
purchase agreement, the Company was issued an additional 1,265,625 shares of Potash Dragon, the 
Company has increased its interest in the Llamara Project to 48%. 

 
As at September 30, 2018, the property has been impaired and carries a nominal value of $1 (2017 - $1). 
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9.  EXPLORATION AND EVALUATION ASSETS (Continued) 
 

(c) Cleaver Property, Ontario, Canada 
 

On June 14, 2007, the Company entered into an option agreement to acquire a 100% interest of certain rights 
and mineral claims located in the Porcupine Mining Division in the Province of Ontario. The Company has 
earned its 100% interest. 

 
The property is subject to a 3% NSR in favour of the vendor. The Company has the option to purchase 2% of 
the 3% NSR for the sum of $2,000,000 expiring June 13, 2017. As at September 30, 2018, the property has 
been impaired and carries a nominal value of $1 (2017 - $1). 
 
(d) Desrosiers Property, Ontario, Canada 

 
The Company acquired its interest in the Desrosiers Property through the acquisition of its subsidiary 1691063 
in the fiscal year ended September 30, 2009. 

 
In accordance with the acquisition of 1691063, the Company has taken on the responsibility for all right, title 
and interest in the mineral property sale agreement dated March 2, 2006 entered into between 1691063 and 
the vendors. The Company will now be responsible for a NSR as follows: 
  
i) 6% NSR on the first 15,000 tonne of ore mined and subsequently delivered to the mill from the 

property; 
 

ii) 3% of all tonnage mined and delivered to the mill from the property for any amount above the 15,000 
tonnes. The vendors shall also have a 3% NSR on any part or parts of the mining claims staked within 
the 3 km area of interest which shall be included in the NSR subject to sale in accordance to sub 
paragraph (iii) below; 

 
iii) Following payment of the NSR for mining and milling of the first 15,000 tonnes, the Company shall 

have the right to purchase the 3% NSR for cash in the amount of $3,000,000; 
 
iv) The 6% NSR on the first 15,000 tonnes in which minerals, ores or concentrates from the property were                 

sold or otherwise deemed disposed of and payment to the sellers shall be made by individual certified 
cheques issued to the parties within 30 days of the buyer’s receipt of payment from minerals, ore or 
concentrate; and 

 
v) The Company shall have the right for 90 days to match any other offer on part of or the full amount of    

the 3% NSR received by either one or all of the vendors from a third party. 
 

As at September 30, 2018, the property has been impaired and carried at a nominal value of $1 (2017 - $1). 
 

(e) Carscallen Property, Ontario, Canada 
 
On September 14, 2015, the Company entered into an option agreement to acquire an undivided 100% 
interest in certain mineral claims, located in Timmins, Ontario. 

 
Pursuant to the terms of the agreement, the Company is required to make a payment of $40,000 on the 
execution of the agreement (paid) and issue an aggregate of 3,000,000 common shares (issued). The 
Company is required to make additional payments of $60,000 on September 1, 2016 (paid $40,000) and 
$100,000 on September 1, 2017. The Company shall have the right to set-off its exploration expenditures on 
the Property against these options payments. In the event that the Company is able to establish a commercial 
mine of with at least a 250,000 ton ore body having a minimum grade of 2 grams of gold per ton, the Company 
will be required to issue an additional 3,000,000 common shares.  
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9.  EXPLORATION AND EVALUATION ASSETS (Continued) 

 
(e) Carscallen Property, Ontario, Canada (Continued) 

 
In October 2016, Nitinat Mining Corporation (“Nitinat”) signed an assignment agreement (the “Agreement”) 
with the Company to acquire a 100% interest in the Property. Pursuant to the terms and conditions of the 
Agreement, the Nitinat will earn the 100% interest by: 
 

x Cash payment of $40,000 on execution of this agreement (paid to the underlying vendor); 
x Share payment of 2,200,000 common shares of Nitinat (received 2,100,000 common shares in 

2017 and 100,000 common shares in 2018); 
x Cash payment of $20,000 on October 19, 2017 (paid to the underlying vendor); and 
x Cash payment of $40,000 on October 19, 2018 (paid to the underlying vendor). 

 
The acquisition of the Property is subject to underlying conditions: 

 
x In the event that Nitinat is able to obtain an intersection of at least 3 grams of gold per ton over one 

meter, Nitinat will be required to issue an additional 2,400,000 common shares to the Company; 
 

x In the event that Nitinat is able to establish a commercial mine of at least a 250,000 ton ore body 
having a minimum grade of 2 grams of gold per ton, Nitinat will be required to issue an additional 
2,400,000 common shares to the Company; 
 

x Upon the payment of the option payments of October 19, 2017 and 2018, Nitinat will have an 
undivided 100% interest in the Property subject to a 2% net smelter royalty (“NSR”) in favour of the 
original optionors. Nitinat shall have the right to purchase 1% of the 2% NSR for an aggregate cash 
payment of $1 million.  In addition, Nitinat also assumes the obligation from the Company whereby 
Nitinat will grant a 1% NSR in favour of the individual who assigned the original option agreement to 
the Company.  Under the assignment agreement between the Company and this individual, this 1% 
NSR can be purchased for $2 million. 

 
10. SHARE CAPITAL 
 

(a) Authorized 
 

Unlimited common shares, without par value. 
 

(b)  Issued and outstanding 
 

During the years ended September 30, 2018 and 2017, there were no share capital transactions that 
occurred. 
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11. STOCK OPTIONS 
 

The Company has an incentive stock option plan in place under which it is authorized to grant options to 
executive officers, directors, employees and consultants. The Company has implemented a fixed plan, whereby 
it may not exceed a total of 2,578,500 common shares under the plan. Options granted under the plan will have 
a term not to exceed 10 years and are granted at an option price which shall not be less than the closing market 
price one trading day prior to the grant date. The options vest as determined by the Board of Directors. 
 

 
Number of 

Stock Options 

Weighted 
Average 

Exercise Price 
   
Balance, September 30, 2016  860,000 $ 0.51 
Expired  - $  - 
   
Balance, September 30, 2017 and September 30, 2018  860,000 $ 0.51 
Options vested, September 30, 2018  860,000 $ 0.51 

 
 
Stock options outstanding at September 30, 2018 are as follows: 
 

Number of Stock 
Options Exercise Price ($) 

Remaining Contractual 
Life (years) Expiry Date 

    
680,000 0.50 0.39 February 20, 2019 
180,000 0.525 0.56 April 21, 2019 

    
860,000    
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12. WARRANTS 
 

 
Number of 
Warrants 

Weighted 
Average 

Exercise Price 
   
Balance, September 30, 2016   7,318,000 $ 0.07 
Issued  - $ - 
   
Balance September 30, 2017   7,318,000 $ 0.07 
Expired  (7,318,000) $ 0.07 
Balance, September 30, 2018  - $ - 

 
13. GENERAL AND ADMINISTRATIVE  
 

  
Years Ended September 30,  2018  2017 
   
Investor relations  $ 441 $ 19,042 
Management fees (Note 14)   402,000  361,763 
Office and miscellaneous   6,623  7,795 
Professional fees (Note 14)   317,087  143,344 
Rent and telephone (Note 17)  (135,129)  26,350 
Transfer agent and filing fees  19,771  18,016 
Travel and related (Note 14)  17,754  34,068 
   
 $ 628,547 $ 610,378 

 
14. RELATED PARTY TRANSACTIONS 
 

Related parties include the Board of Directors, close family members and enterprises that are controlled by 
these individuals as well as certain persons performing similar functions. 

 
The terms and conditions of the transactions with key management personnel and their related parties were 
no more favourable than those available, or which might reasonably be expected to be available, to similar 
transactions to non-key management personnel related entities on an arm’s length basis. 

 
(a) The Company entered into the following transactions with related parties: 

 
 Notes September 30, 2018 September 30, 2017 
Adrea Capital Corp. (“Adrea”) (i) $  378,000 $ 378,000 
Herb Brugh (ii)   155,377  107,188 
Nitinat Minerals Corporation (“Nitinat”) (iii)   119,927  17,148 
James Davis   (iv)   60,000 - 
Vern Bock  (v)   24,000 - 
Charles De Chezelles  (vi)   18,000 - 
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14.  RELATED PARTY TRANSACTIONS (Continued) 
 

(i) Adrea is a company controlled by D. Randall Miller, the Chief Executive Officer ("CEO") and a director 
of the Company. The fees for the year ended September 30, 2018 consisted of management fees of 
$360,000 (2017 - $360,000), and car allowance of $18,000 (2017 - $18,000). As at September 30, 
2018, Adrea was owed $1,172,455 (2017 - $858,103) and this amount was included in accounts 
payable and accrued liabilities (Note 7). 

 
(ii) Herb Brugh is an officer and director of the Company. The fees paid or accrued to Herb Brugh are 

for the provision of services as lead director for the year ended September 30, 2018 of $155,377 
(2017 - $107,188). As at September 30, 2018, Herb Brugh was owed $357,336 (2017 - $193,883) 
and this amount was included in accounts payable and accrued liabilities (Note 7). 

 
(iii) Nitinat is a company with common directors and key management.  As at September 30, 2018, 

Inspiration owed the Company $102,779 (2017 – Nitinat owed $17,148) and the amount is unsecured 
and due on demand. The receivable in 2017 bore an interest rate of 6% per annum. During the year 
ended September 30, 2018, the Company recorded $nil (2017 - $nil) in interest income. 

 
(iv) James Davis is an Chief Financial Officer (“CFO”) of the Company. The fees for the year ended 

September 30, 2018 consisted of consulting fees of $60,000 (2017 - $nil). As at September 30, 2018, 
James Davis was owed $60,000 (2017 - $nil) and this amount is included in accounts payable and 
accrued liabilities (Note 7).  

 
(v) Vern Bock is a director of the Company. The fees for the year ended September 30, 2018 consisted 

of consulting fees of $24,000 (2017 - $nil). As at September 30, 2018, Vern Bock was owed $24,000 
(2017 - $nil) and this amount is included in accounts payable and accrued liabilities (Note 7).    

 
(vi) Charles De Chezelles is a director of the company. The fees for the year ended September 30, 2018 

consisted of consulting fees of $18,000 (2017 - $nil). As at September 30, 2018, Charles De 
Chezelles was owed $18,000 (2017 - $nil) and this amount is included in accounts payable and 
accrued liabilities (Note 7).  

 
(vii) Martina Minerals Corp is a company related by way of common directors, owed the Company 

$33,040 (2017 - $nil) and the amount is unsecured and due on demand.  
 

Balances due to related parties bear no interest, unless otherwise stated, are due on demand and 
have no fixed term of repayment.  

 
15. SEGMENTED INFORMATION 
 

The Company primarily operates in one reportable operating segment, being the acquisition, exploration and 
development of mineral properties located in Canada and Chile as outlined in the consolidated schedule of 
mineral properties. There are $1 long-term assets in Chile as at September 30, 2018 (September 30, 2017 - 
$1). All other assets and all losses are in Canada. 
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16. COMMITMENT 
 

The Company entered into a management services agreement providing for payment of $30,000 per month for 
the services of the CEO. That agreement had an initial term of two years but automatically extends thereafter 
for successive terms of one year, unless terminated by either party 90 days prior to any yearly extension. In the 
event of the retirement, death or disability of the CEO, the agreement provides for a payment equal to two times 
annual salary and bonus. In the event of termination for any reason or not for just cause, the agreement provides 
for the greater of a payment of two times annual salary or a prorated amount based on date of termination and 
retirement date. 
 

17. CONTINGENCIES  
 

a) In August 2013, six shareholders commenced an action in the Ontario Superior Court of Justice in which it is 
alleged that the Company, Nitinat, certain present and past directors and officers of the Company and a 
company related to a director and officer of Inspiration have acted in a manner that has been oppressive, 
unfairly prejudicial and/or has unfairly disregarded the interests of the plaintiffs. The plaintiffs were seeking 
declaratory relief and monetary damages but did not request a specific quantum of damages. During the year 
ended September 30, 2017, the legal action was settled for $300,000 and the settlement was paid by the 
Company’s insurance company.  

 
b) In August of 2015, litigation was commenced against the Company, its officers and directors by the landlord of 

the Company’s corporate offices. The Company is of the opinion that the claim against the directors and officers 
is unwarranted and frivolous. Although the Company believes that the outcome of this lawsuit will be in its 
favour, the Company had established a litigation provision of $100,000 in regard to its litigation exposure.  
 
During the year ended September 30, 2018, the Company has estimated that the legal action is not likely to 
proceed and therefore the litigation provision accrual of $100,000 was derecognized to rent expense (Note 
13). 

 
c) On August 26, 2016, litigation was commenced against the Company, its officers and directors by the previous 

CFO and accountant for the Company’s CFO and accounting services. The Company had recorded a litigation 
provision of $74,926 in regard to its litigation exposure in accounts payable.  

 
During the year ended September 30, 2018, the Company entered into a final mutual release agreement to 
settle the debt. The outstanding amount due to the former CFO has been reduced to $26,920. Accordingly, the 
Company recorded a gain on debt settlement of $48,006. 
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18. INCOME TAXES  

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

 
The significant components of the Company’s deferred tax assets that have not been included on the 
consolidated statement of financial position are as follows: 
 

                       2018                           2017   
Deferred tax assets (liabilities):   

Exploration and evaluation assets  $          1,531,000   $             502,000  
   Property and equipment                   76,000                        70,000   

Loan receivable              1,470,000                   1,470,000   
Share issue costs                     2,000                          4,000   
Marketable securities                   39,000                        51,000   

   Non-capital losses available for future period              7,038,000                   6,893,000   
            10,156,000                   8,990,000   

Unrecognized deferred tax assets 
          

(10,156,000)  
               

(8,990,000) 
Net deferred tax assets  $                        -     $                         -    

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                       2018                           2017   
   
Loss for the year  $             (4,493,775)  $                (540,697) 

   
Expected income tax (recovery)  $             (1,191,000)  $                (143,000)  
Change in statutory, foreign tax, foreign exchange rates and other                   14,000                                 -    
Permanent differences                   11,000                                 -    
Adjustment to prior years provision versus statutory tax returns                            -                      (837,000)  
Expiry of non-capital losses                            -                      (172,000)  
Change in unrecognized deductible temporary differences              1,166,000                   1,152,000   

Total income tax expense (recovery)  $                        -     $                           -    
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18. INCOME TAXES (Continued) 
 

The significant components of the Company’s temporary differences, unused tax credits and unused tax losses 
that have not been included on the consolidated statement of financial position are as follows:  
 

  
                     

2018   
Expiry Date 

Range 
                 

2017   
 Expiry Date 

Range  
Temporary Differences     

Exploration and evaluation assets  $        3,685,000   No expiry date  $                -     N/A 

Investment tax credit 
                 

753,000   2027 to 2038  
             

546,000   2027 to 2038  

   Property and equipment 
                 

286,000   No expiry date  
             

224,000   No expiry date  

Share issue costs 
                     

8,000  2035 
               

16,000   2033 to 2035  

Loan receivable 
              

5,546,000   No expiry date  
          

5,546,000   No expiry date  

Marketable securities 
                 

295,000   No expiry date  
             

388,000   No expiry date  

    Non-capital losses available for                                                                                                                                                                                  
future periods 

            
15,615,000   2027 to 2038  

        
15,068,000   2027 to 2037  

 
 
19. SUBSEQUENT EVENTS 
 

a) On October 24, 2018, the Company entered into a Share Purchase Agreement (the “Agreement”) with Silk 
Energy AS (“Silk”). Pursuant to the terms of the Agreement, the Company will acquire all of the issued and 
outstanding securities of Silk for an aggregate purchase price of US$25 million or CDN$32,364,500 (the 
“Purchase Price”). The Purchase Price will be satisfied through the issuance of an aggregate 161,822,500 
common shares (the “Consideration Shares”) in the capital of the Company at a deemed price of CDN$0.20 
per Consideration Share (“Proposed Acquisition”). The closing of the Proposed Acquisition is subject to, among 
things, the successful completion of the Company’s due diligence review of Silk and the execution of a definitive 
share exchange agreement between the Company and the shareholders of Silk. The entering into of the 
definitive agreement will be considered a fundamental change under Policy 8 of the Canadian Securities 
Exchange (“CSE”) and, as such, will subject to all of the requirements of Policy 8 including, but not limited to, 
CSE and shareholder approval. The Company will be calling a shareholder meeting to seek shareholder 
approval for the Proposed Acquisition. 

 
b) On November 18, 2018, the Company entered into a share-for-debt conversion agreement in which 35,000,000 

common shares were issued at a deemed price of $0.05 per share to settle $1,750,000 of debt with various 
creditors, officers, and directors of the Company.  
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