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The following management’s discussion and analysis dated, September 6, 2019 (“Annual MD&A”) 

should be read in conjunction with the audited financial statements of UrbanGold Minerals Inc. 

(“UrbanGold” or the “Company”) for year ended May 31, 2019 and related notes included therein. 

All dollar amounts are stated in Canadian dollars, unless otherwise noted. Defined terms used in this 

Annual MD&A have the meanings ascribed thereto in the MD&A prepared in connection with the 

annual financial statements of UrbanGold (the “Annual MD&A”). Investors are cautioned that any 

forward-looking statements are not guarantees of future performance and actual results or 

developments may differ materially from those projected in the forward-looking statements. The 

forward-looking information is only provided as of the date of this MD&A, being September 6, 2019. 

 

Description of Business 

UrbanGold is incorporated under the federal laws of Canada and has its principal office in Ottawa, 

Ontario, Canada. The Company is engaged in the evaluation, acquisition and exploration of mineral 

properties in Canada. The Company plans to ultimately develop the properties, bring them into 

production, option or lease the properties to third parties, or sell the properties outright. The Company 

has not determined whether these properties contain mineral reserves that are economically 

recoverable, and the Company is considered to be in the exploration stage. 
 

Exploration Outlook 

 

The following abbreviations are used in this exploration outlook: 

Abbreviation Name/Definition Abbreviation Name/Definition 

G Grams oz. Ounce 

Kg Kilograms g/t grams/metric tonne 

M Meters Ppb parts per billion 

Km Kilometers Ppm parts per million 

Mt or tonne Metric ton, equal to 

2,240 pounds 

  

 

As at May 31, 2019, the Company holds several mineral claims in Quebec. During the year ended May 

31, 2019, the Company incurred $30,393 (May 31, 2018 - $152,852) in mineral claim acquisition and 

maintenance costs and incurred $230,787 (May 31, 2018 - $178,567) in exploration and evaluation 

expenditures, net of refundable tax credits. Total exploration expenditures incurred during the year 

ended May 31, 2019 of $261,180 (May 31, 2018 - $331,419) are net of Quebec refundable exploration 

tax credits receivable of $158,956 (May 31, 2018 - $Nil). 
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The following are the mineral acquisition costs incurred by the Company in during the year ended May 

31, 2019. 

 

Mineral acquisition costs 
 

Project Location 

Year ended May 31, 

2019 

Period from incorporation 

[June 21, 2017] to May 

31, 2018 

  $ $ 

Monaco Quebec             463                       69,525  

Mercator (former 

Opinaca East) Quebec             -                           8,794  

Troilus Quebec        11,784                       15,140  

Mercier Quebec          2,414                         1,322  

Esker (Lac Fagnant) Quebec             675                         1,234  

Harfang Quebec               19                              -    

Lac Copper Quebec             490                         5,287  

Monarch Quebec          3,492                         8,812  

Bachelor Quebec             718                       11,235  

StarGold Quebec          1,697                              -    

Sleeping Giant Quebec               -                           6,609  

Grassroots  Quebec          6,848                       24,894  

Total 

 
       30,393                     152,852  

 

Exploration and evaluation expenditures 

 

  
Year ended Period form 

incorporation (June 21, 

2017) to May 31, 2018 Project  Location May 31, 2019 

  

 $   $  

Monaco Claims Quebec                         8,643                     138,481  

Monarch Quebec                     6,588                                       -    

Troilus Quebec                       90,960                              2,532  

Mercier Quebec                        563                              3,000  

Esker (Lac Fagnant) Quebec                          2,612                           2,810  

Lac James Quebec                              526                              -    

Lac Copper Quebec                          296                         3,744  

Mercator Quebec                        4,108                                       -    

Batcholer Quebec                           1,480                              -    

Sleeping Gaint Quebec                          962                              -    

StarGold Quebec                         75,707                              -    

Calumet Quebec 20,033                             -    

Grass roots Quebec 13,409                             -    

General Quebec                      4,900                             28,000  

                                                                   230,787                           178,567  
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Exploration and evaluation expenditure by activity 
 

  
Year ended 

Period from 

incorporation (June 21, 

2017) to  

  
May 31, 2019 May 31, 2018 

  
$ $ 

Claim acquisition costs 

  

 

Claim maintenance 30,393 152,852 

    Exploration costs 

  

 

Geology & prospecting 145,053 66,525 

 

Geophysics                       127,576                          35,411  

 

Geochemistry                                  -                             14,630  

 

Drilling 91,656                                 -    

 

Management fees 181                                 -    

 

Line cutting  21,504                          34,000  

 

Mapping/General 3,775 28,000 

 

Tax Credits (158,956) -          

Exploration expenditures 230,789 178,567 

 

Review of UrbanGold’s Mineral Exploration Properties 

 

StarGold Property 

The StarGold property consisting of 105 claims (5990 hectares) in the area of the Urban-Windfall Gold 

Camp. The historical discovery was originally made by Castle Rock Exploration Corp and announced 

in their news release dated April 20, 1998.  (Angular Boulder Yields Exceptional Gold Values). Grab 

samples from the boulder were reported to assay 8.99 oz/ton gold (279 g/t gold) and 2.9 oz/ton Ag 

within stockwork quartz veining with variable amounts of chalcopyrite and sphalerite. UrbanGold 

geologists have examined samples from the boulder. It is to be noted that grab samples are selective in 

nature and are not necessarily representative of the mineralization hosted on the property. 

 

UrbanGold has agreed to pay the non-arms length vendors a one-time payment of $15,000 for a 100% 

interest in the 105 claims subject to a 1% NSR royalty. The large group is intended to cover the area of 

the potential source of the boulder. 

 

On May 14, 2019, the Company announced that a 640 line-kilometre helicopter-borne electromagnetic 

survey has been completed. The survey has located several conductors located up-ice from the large 

angular boulder from which grab samples reportedly analyzed 279 g/t gold along with variable 

amounts of silver, copper and zinc. 

 

The Time Domaine Electromagnetic and Magnetic survey was completed over the entirety of the 

Property with a spacing of 100m between lines, allowing for complete coverage. A preliminary 

assessment of the conductor targets detected indicates that most are easily accessible by ground 

transportation. The targets will be verified on the ground with geophysical instruments, prospecting, 

sampling and trenching when ground conditions permit followed by drilling positive results. 

 

On May 24, 2019, the Company announced that it has commenced field operations where a large 

angular boulder which reportedly analyzed 279 g/t gold along with variable amounts of silver, copper 

and zinc in grab samples. 
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The field crew has arrived on the property to conduct surface exploration over the entire property, 

initially focusing on the strongest electromagnetic anomalies identified by the recently completed 

helicopter-borne survey. The use of ground instruments designed to detect sub-cropping Magnetic and 

Conductive bedrock and boulders will greatly facilitate exploration. 

 

All conductive targets are efficiently accessible by road or waterways. The prospecting, trenching and 

sampling program is to be followed-up by drilling positive results. 

 

Monaco Property 

The Monaco Property is comprised of 301 map-designated cells (claims) covering an area of 

approximately 16,658 hectares (41,163 acres) located approximately 80 km south-southwest of the 

town of Chibougamau and approximately 65 km south-southeast of Chapais.  

Independent reporting concludes that the Monaco Property provides an excellent opportunity for 

exploration, having been neglected in the past due to difficult access until the recent harvesting 

operations of the mature forest. A good bush-road infrastructure is being developed. With the recent 

surge in gold, silver and base metal prices a re-evaluation of the exploration potential on the claims is 

certainly warranted. The Monaco Property claims cover a 20 km segment of the Urban-Barry volcanic 

belt that stretches from Lebel-sur-Quevillon to the Grenville. The area contiguous and on-strike to the 

west (Urban-Windfall area) has seen an unprecedented amount of successful exploration work in the 

recent years. With current exploration work on the western portion of the Urban-Barry volcanic belt by 

Osisko Mining Inc. and Bonterra Resources Inc., over 500,000 metres of drilling has been completed 

in the area during the last few years and is ongoing. In most cases, gold mineralization is locally 

intrusive related (porphyry intrusive) associated to minor amount of pyrite as stringers and 

dissemination in stock-work and also described as gold-bearing quartz veining associated to shear 

zones in other sectors of the volcanic belt. 

The Monaco Property is located in an area that received very limited prospecting and no drilling in the 

past but covers the "trend" of the Urban-Barry "deformation zone" which appears to control the gold 

mineralisation.  An improved understanding of the geological, structural and alternation features in the 

area will enable exploration to better define metallogenic priorities and concentrate on targets with the 

highest potential for discovery of a deposit of economic interest. 

A multi-phase exploration program is recommended based on the compiled data. A review at surface, 

by a qualified geologist, of all the strongest geophysical anomalies is recommended prior to selecting 

drill targets. This program is judged to be fully warranted in order to adequately appraise and evaluate 

the mineral potential on the Monaco Property in a reasonable and progressive manner. 

Lac Fagnant Property 

The Company holds a 20% interest in 90 mineral claims covering 3,830 hectares constituting the Lac 

Fagnant Property, located in Nunavik region of the Province of Québec, approximately 55 km east of 

Kuujjuarpik and 160 km north of Radisson. More than 30 gold occurrences have been mapped by 

previous operators on the Property. Selected grab samples returned from 1.07 to 47.03 g/t gold. 

 

The operator of the joint arrangement is expected to produce a short report with recommendations for 

the Lac Fagnant property in 2019-2020.  
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Mercator Property 

The Mercator Property formerly known as the Opinaca East Property consists of 46 mineral claims 

comprising 2,375 hectares, and is located in the James Bay region of the Province of Quebec.  The 

closest road access is Route 167 which terminates at the Stornoway Renard Mine located 

approximately 60 km south of the Property. 

 

The area of interest covers a large arsenic and gold lake sediment anomaly that is present over a 

tonalitic batholith.  The geological, geophysical and geochemical characteristics of the property bear 

similarity to that at the Eleonore gold mine and Cheechoo gold prospect located approximately 300 km 

west of the Property. 

 

The Company is not planning any fieldwork for this property for 2019. 

 

Troilus Property 

The Troilus Property consists of 73 mineral claims covering 3,980 hectares and is located 100km north 

of the town of Chibougamau and is accessible by an all-weather gravel road (Route du Nord).   

 

The Troilus Property is located in an area of considerable exploration activity by other parties.  The 

Landore base metal deposit is located three kilometers south and the Osisko (Beaufield) Moleon and 

Tortigny deposits are 4 and 8 km respectively to the west. The Company understands that Troilus Gold 

Company is currently evaluating the former Troilus copper-gold mine which is located 50 km to the 

northeast of the Troilus Property. 

 

The Troilus Property covers the "nose" of a regional fold.  Underlying formations consist primarily of 

gabbro and small sills of pyroxenite and peridotite. 

 

A small drill program was completed in 2018 over a portion of the property with no results of note. 

Surface work is being planned for the summer of 2019 over other parts of the property.  

 

Mercier Property 

The Mercier Property consists of 19 mineral claims comprising 1,081 hectares and is located in the 

Abitibi-Témiscamingue region of the Province of Québec.  The Mercier Property is located 150 km 

east of the town of Senneterre, Quebec and is accessible by forestry roads. 

 

The claims cover an alkaline complex (carbonatite).  Historical drilling of 27 holes and 7,999 m by 

Threegold Resources Inc. in 2011 encountered anomalous values of rare earth elements, copper and 

phosphate. 

 

Lac Copper Property 

The Lac Copper Property consists of 24 mineral claims covering 1,103.1 hectares located in the 

Abitibi-Témiscamingue region of the Province of Québec, and is approximately 20 km northwest of 

the town of Amos, Quebec. The Lac Copper Property is in an area of developed infrastructure with 

paved Highway 399 crossing the property. 

 

The claims cover the St-Nazaire base metal occurrence which was drilled in 1987 (GM-46725).  One 

drill hole (FD-87-12) intersected 21.3 metres of mineralization in an exhalate zone and on an induced 

polarization anomaly.  The following intersect was reported by the historical operator:  0.83% copper, 
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0.15% zinc, and 6.16 g/t silver over 21.3 m). 

 

Monarch Property 

The Monarch Property consists of 40 mineral claims covering 2,121 hectareslocated inBaie James, 

Quebecand is accessible by a road along a power line.  It is approximately 100 km north of the former 

Troilus Gold Company gold mine and approximately 130 km southeast of the Newmont-Goldcorp Inc. 

Eleonore gold mine.   

 

The geology is comprised largely of sediments (greywacke, conglomerate, and iron formation) that 

form the center of a large regional fold.  The iron formation marks the transition zone between 

sediments and volcanics. 

 

Several gold occurrences were previously discovered and historical limited shallow drilling reported 

4.4 g/t gold over 5.0 meters and 3.1 g/t gold over 4.0 meters.  A number of other locations on the 

property detected anomalous gold in grab and till samples. The exploration model would be typical for 

iron formation hosted gold deposits. 

 

A summer drill program has been budgeted for the property.  

 

Grassroots Properties 

Based on historically reported mineral occurrences, UrbanGold has acquired a series of small blocks of 

claims, described herein as the "Grassroots Properties", to specifically cover those occurrences. The 

Grassroots Properties currently consist of 59 mineral claims covering approximately 3,241 hectares, 

and all are located in the Province of Québec. The table below identifies certain exploration work 

conducted by previous owners or the relevant adjacent property information, and in each case the 

applicable mineral occurrence.  All values reported are historical in nature and none of the values or 

adjacent property information has been verified by the Company. 

 

Grassroots 

Properties 

No. of 

Claims 

Total 

Area 

(hectares) Exploration results 

Harriman 1 57.6 Grab sample  

22.4 ppm gold 

15.35% antimony 

SMT 9 488.9 Grab sample 

1.43% nickel, 1.87% copper,  

0.08% cobalt 

Richard Copper 4 221.7 Drilling (selected holes) 

1.1 m width, 1.4% copper, 9.9 g/t silver 

0.7 m width, 4.04% Copper, 30 g/t silver 

MIR 87-3 3 168.4 Drilling (selected hole) 

0.83 m width, 5.73 g/t gold 

Lac des Vents 6 335.7 Visible gold reported 

No assays 

LPC Gold  16 881.8 Drilling (selected holes) 

1.30 m width, 1.50 g/t gold 

0.40 m width, 10.30 g/t gold 
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Grassroots 

Properties 

No. of 

Claims 

Total 

Area 

(hectares) Exploration results 

Lac Scott 3 166.6 Government of Québec grab sample 

9.5 g/t gold 

Lac Mineray 3 163.8 Drilling (selected hole) 

1.3 g/t gold over 1.3 m 

Pontax 3 159.2 Grab sample 

26.1 g/t gold and 87 g/t silver 

Kaychikuapichu 1 51.6 Grab samples 

1.22 to 4.35 g/t gold 

Radisson 3 155.0 Grab sample 

2.4 g/t gold, 2.83% zinc 

1.73% lead, 41.49 g/t silver 

Lac James 7 391.6 Government of Québec grab sample 

 2% copper, 2.3 g/t gold 

 

In addition to the properties discussed above, 38 claims are currently in the title of UrbanGold 

Minerals and were transferred in error to UrbanGold in 2018. These claims will be transferred out or 

let to expire. 

 

Qualified Person 

The technical information contained in this exploration update has been reviewed and approved by 

Mathieu Stephens, P.Geo., President and CEO of the Company and is a Qualified Person in accordance 

with National Instrument 43-101. Any information disclosed in relation to Other Mineral Properties 

that may be considered to be information with respect to an “adjacent property” for purposes of NI 43-

101 has not been independently verified by Mr. Stephens, and such information is not indicative of the 

mineralization in the applicable Other Mineral Property held by the Company. 

 

Future Expenditure Requirements 

In order to keep the Company’s claims in Quebec in good standing, the Company is required to make 

minimum expenditures on its mineral property claims totaling, for 2020, approximately $460,000. 

For 2020-2021, the Company has the following spending commitments on its projects: 

 $460,000 minimum expenditures on its mineral property claims (discussed above); and 

 $30,000 cash payments in respect of the May 31, 2018 Transfer Agreement on December 28, 

2019, (paid May 22, 2019), December 28, 2020, and December 28, 2021, the anniversary dates 

of the Company’s securities being listed for trading on the TSX Venture. 

The foregoing commitments are being funded through the Company’s working capital as well as future 

financings.  

All properties are being assessed for further work and compilation reports are to be completed on the 

majority of these prior to committing further exploration funds. The table below reflects the amount, 

nature and purpose of these commitments needed to progress the exploration properties. property 
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expenditure not committed but required to maintain the Company’s planned growth will be funded by 

future private placement, or earn in agreements. 

Property Geology Assays Logistics Geochemistry Geophysics Drilling Other Total 

Monaco $25,000 $5,000 $10,000 - - - $10,000 $50,000 

StarGold $65,000 $10,000 $15,000 $40,000 $75,000 $250,000 $15,000 $470,000 

Monarch $8,000 $1,000 $6,000 - - - $10,000 $25,000 

Troilus $33,000 $2,000 $5,000 - - $500,000 $5,000 $545,000 

Others $80,000 - - - - - - $80,000 

TOTALS $211,000 $18,000 $36,000 $40,000 $75,000 $750,000 $40,000 $1,170,000 

 

Acquisition of Mineral Properties 

The Company’s strategy is grass roots project generation intended to be followed by project level 

exploration ideally with a partner which funds exploration costs. All properties which are under 

consideration for acquisition must initially pass through the Company’s evaluation criteria. Properties 

which are considered worthy are then acquired, provided a reasonable agreement can be reached with 

the owner or the property is available for staking or acquisition upon application. In cases where the 

project does not develop to the stage that management perceives it to be likely to attract such financing 

or if subsequent work by the Company indicates that further in-house work will not yield favorable 

results, the property is abandoned. 

 

Property Agreements and Exploration 

The Company is engaged in the evaluation, acquisition and exploration of mineral properties in 

Canada. The Company plans to ultimately develop the properties, bring them into production, option or 

lease the properties to third parties, or sell the properties outright. The Company would ideally use an 

“earn-in” arrangement with partners, whereby the partner funds all the exploration expenditures in 

return for a percentage ownership in the project.  

 

Results of Operations 

During the year ended May 31,2019, the Company had a net loss of $1,163,203 compared to $521,054 

from the date of incorporation (June 21, 2017) to May 31, 2018. Expenses from the operations of the 

Company during the year ended May 31, 2019, were $1,241,750 compared to $521,054 for the 

comparative period ended May 31, 2018. The most notable variances in expenses from the year ended 

May 31, 2019 compared to from the date of incorporation (June 21, 2017) to May 31, 2018 are detailed 

below. 
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Year ended May 31, 2019 

Period from incorporation 

(June 21, 2017) to May 31, 

2018         

    

$ $ 

EXPENSES 

        Exploration expenditures  

 
                 261,180                          331,419  

    Management fees  

 
                 170,759                            59,953  

    Severance payments  

 
                 156,000                                      -  

    General and administrative  

 
                 137,259                            32,405  

    Share-based expenses 

 
                 201,271                                      -  

    Professional fees 

  

                 234,841                            43,549  

    Consulting fees 

  

                             6,013                            27,500  

    Travel, conferences and promotion                    34,275                            25,207  

    Accretion expense  

 
                     6,702                                      -  

    Interest and bank charges  

 
                   33,450                              1,021  

TOTAL EXPENSES                 1,241,750                          521,054  

 

Exploration and evaluation expenses were $261,180 and $331,419 for the year ended May 31, 

2019, and period from incorporation (June 21, 2017) to May 31, 2018, respectively. In the period 

from incorporation (June 21, 2017) to May 31, 2018, the Company has acquired a significant 

land package and had begun to conduct exploration work in line with its proposed prospectus and 

IPO. In the year ended May 31, 2019, the Company acquired significantly fewer claims. 

However, in 2019, the Company has increased the exploration work on its existing properties to 

help further advance the properties. 

 

In the future, the timing of the work programs, properties being advanced as well as the size of 

the current exploration programs compared to those performed will be based on the previous 

programs’ results as well as previously collected data on the Company’s projects.  The size of the 

current program is budgeted to meet the exploration goals for the current year and not based on 

requirements for spending a fixed amount on annual exploration. Refer to the Exploration 

Outlook section for additional detail on the Monaco Property and the other mineral properties 

owned by the Company. 

 

Management fees and severance payments were $326,759 for the year ended May 31, 2019 

and $59,953 for the period ended May 31, 2018.   

 

The increase in management fees of approximately $111,000 for the year ended May 31, 2019 

compared to the prior period is due to the increase in management of the Company during the 

year ended May 31, 2019, as a result of the Company’s December 2018 prospectus and initial 

public offering. In June 2018, the Company appointed Laurie Meloche as the Vice-President, 

Corporate Development, with a monthly fee of $5,000 and in September appointed Trevor 

Richardson as the Chief Executive Officer with a monthly fee of $8,000. There were no such fees 

paid or payable in the period from incorporation (June 21, 2017) to May 31, 2018. In September 

2018, Sabino Di Paola, the Chief Financial Officer commenced invoicing the Company $5,000 
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for his services, in the prior period he only invoiced minimal fees.  

 

The increase in the severance payments of $156,000 in the year ended May 31, 2019 compared to 

$Nil for the period from incorporation (June 21, 2017) to May 31, 2018, is due to the termination 

of the contracts of Trevor Richardson, the former CEO and Laurie Meloche, the former VP of 

Communication in February 2019. There were no such terminations in the prior period. 

 

Share-based expense were $201,271 in the year ending May 31, 2019 and $Nil for the period 

from incorporation (June 21, 2017) to May 31, 2018. During the year ended May 31, 2019, the 

Company granted 2,000,000 stock options to officers, directors and consultants of the Company. 

There were no stock options granted in the period from incorporation (June 21, 2017) to May 31, 

2018. 

 

Professional fees were $234,841 in the year ended May 31, 2019, and $43,549 in the period from 

incorporation (June 21, 2017) to May 31, 2018.  During the period from incorporation (June 21, 

2017) to May 31, 2018, the professional fees related to legal fees for the incorporation of the 

Company, the various private placement, the property transfer agreement as well as the annual 

audit. During the year ended May 31, 2019, the fees related to the preparation of documents for 

the Company’s prospectus and initial public offering as well as listing on the TSX Venture and 

annual year end audit accrual.   

 

General and administrative and consulting fees were $143,272 for year ended May 31, 2019, 

and $59,905 for the period from incorporation (June 21, 2017) to May 31, 2018. 

 
 

    
Year ended 

May 31, 2019 

Period from 

incorporation (June 

21, 2017) to May 31, 

2018 

  
$ $ 

General and administrative expenses 

  

 

Office expenses 10,833 2,919  

 

Telecommunications 853 265 

 

Taxes and permits 1,065                                         1,820 

 

Website 14,627            -  

 

Regulatory fees               68,569                       -  

 

Accounting and clerical services                41,312  27,401 

TOTAL 137,259 32,405 

 

The increase in website expenses of $14,627 during the year ended May 31, 2019, compared to the 

period from incorporation (June 21, 2017) to May 31, 2018, is due to the Company developing a 

website in 2019 as part of its IPO and listing on the TSX Venture Exchange. 

 

The increase in regulatory fees of $68,569 during the year ended May 31, 2019 compared to the period 

from incorporation (June 21, 2017) to May 31, 2018, is due to the fact that the Company was private in 

2018 and as a result was not required to make the same regulatory filings and payments that public 

companies are required to make. In December 2018, the Company completed its IPO and listing on the 
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TSX Venture Exchange and became a publicly listed company. 

 

Accounting and clerical services fees increased by $13,911 during the year ended May 31, 2019 

compared to the period from incorporation (June 21, 2017) to May 31, 2018. The increase is primarily 

due to a one-time bonus of $15,000 paid to the controller on listing of the Company on the TSX 

Venture Exchange. 

 

Consulting fees decreased by $21,487 during the year ended May 31, 2019 compared to the period 

from incorporation (June 21, 2017) to May 31, 2018. In 2018 the Company used various consultants 

assist in incorporating and developing the Company. There was no similar activity in 2019. 

 

Interest and bank charges During the year ended May 31, 2019, interest expense increased by 

$32,429 compared to the period from incorporation (June 21, 2017) to May 31, 2018. During the year 

ended May 31, 2019, a director of the Company. The loaned UrbanGold $150,000 as part of the initial 

public offering the loan was amended to allow for 300,000 bonus shares to be paid to the director. The 

bonus shares were issued with a deemed value of $26,400. There were no similar transactions in the 

period from incorporation (June 21, 2017) to May 31, 2018. 

 

Financial Conditions, Liquidity and Capital Resources 

 

As at May 31, 2019, the Company had cash of $1,382,388 (May 31, 2018 - $165,254) to settle current 

liabilities of $503,025 (May 31, 2018 -$37,262). To the extent that the Company does not believe it has 

sufficient liquidity to meet its current obligations, the Board of Directors of UrbanGold (the “Board of 

Directors”) considers securing additional funds through equity or partnering transactions. All the 

Company’s financial liabilities are normally paid within 30 days and are subject to normal trade terms. 

The Company has no source of operating cash flow to fund its exploration and development projects. 

Funding for projects requires equity or debt financing. The Company has limited financial resources 

and there is no assurance that funding will always be available to allow the Company to full fill its 

obligations on existing or future exploration projects. 

 

Long term payables 

On May 31, 2018, the Company entered into a transfer agreement with the transferors to acquire 

mineral claims. The transfer agreement required anniversary payments of $30,000 on the first three 

anniversary dates of the Company’s securities being listed for trading on a stock exchange. The 

anniversary payments were measured at fair value on initial recognition, which was estimated using a 

net present value calculation with a discount rate of 20% per annum. As a result, the Company 

recorded an initial long term payable of $63,194 on the Statement of Financial Position.  

 

On May 22, 2019, the Company made the first anniversary payment of $30,000. 

 

As at May 31, 2019, the Company incurred $6,702 (May 31, 2018 - $Nil) of accretion expense relating 

to the long term payable. As at May 31, 2019, the value of the long term payable was $39,893 (May 

31, 2018 - $63,194). 
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Loan payable 

 

On October 19, 2018, a director and shareholder of the Company provided UrbanGold with a loan of 

$150,000. The loan has an interest rate of 10% annually and matured on December 31, 2018, with 

interest paid monthly and the capital being repaid out of the proceeds of the Company’s prospectus and 

listing on the TSX Venture Exchange. 

 

On November 29, 2018, the loan was amended to extend the maturity date to December 29, 2019 as 

well as to allow for 300,000 bonus shares to be paid to the director. All other terms on the loan 

remained the same. On December 28, 2018, the bonus shares were issued with an estimated fair value 

of $26,400 based on a share price of $0.088. The Company recorded an interest expense in the 

Statements of Loss and Comprehensive Loss for the value of the bonus shares. During the year ended 

May 31, 2019, the Company fully repaid the loan of $150,000 and made related interest payments of 

$5,286. 

 

During the year ended May 31, 2018, a director and shareholder of the Company loaned the Company 

$100,000. The loan was not interest bearing but required the Company to reimburse the director and 

shareholder of the Company’s borrowing costs. The loan was payable upon successful completion of a 

non-brokered financing. On November 30, 2017, the Company repaid the loan of $100,000 and made 

related borrowing cost repayments of $893. 

 

During the year ended May 31, 2019, the Company incurred interest and borrowing expense of 

$33,450 (May 31, 2018 - $1,021). 

 

Financial Instrument Risk  

 

The Company’s financial assets and financial liabilities are exposed to various risk factors that may 

affect the fair value presentation or the amount ultimately received or paid on settlement of its assets 

and liabilities. A summary of the major financial instrument risks and the Company’s approach to the 

management of these risks are highlighted below.  

 

Credit risk  

Credit risk refers to the potential loss arising from any failure by counterparties to fulfill their 

obligations, as and when they fall due. It is inherent to the business as potential losses may arise due to 

the failure of its counterparties to fulfill their obligations on maturity periods or due to adverse market 

conditions. The Company’s financial assets exposed to credit risk are primarily composed of cash and 

cash equivalents, and receivables (trade and other). Maximum exposure is equal to the carrying values 

of these assets. The Company’s cash and cash equivalents is kept in a Canadian bank.  
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The Company’s high grade receivables are with the Canadian and Provincial governments.  

 

As at May 31, 2019 

Neither past due 

 nor impaired 

 

Past due or  

 

 
High grade Standard 

grade 

Individually 

impaired  

Total 

Cash and cash equivalents and 

receivables: $ $ $ $ 

 Cash and cash equivalents 1,382,388 – – 1,382,388 

 Receivables 192,852 135,960 – 328,812 

 1,575,240 135,960 – 1,711,200 

 

As at May 31, 2018 

Neither past due 

 nor impaired 

 

Past due or 

 

 
High grade Standard 

grade 

Individually 

impaired 

Total 

Cash and cash equivalents and 

receivables: $ $ $ $ 

 Cash and cash equivalents 165,254 – – 165,254 

 Receivables 4,101 – – 4,101 

 169,355 – – 169,355 

 

Liquidity risk  

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they 

become due. As at May 31, 2019, the Company had a cash balance of $1,382,388 (May 31, 2018 - 

$165,254) to settle current liabilities of $503,024 (May 31, 2018 - $37,262). To the extent that the 

Company does not believe it has sufficient liquidity to meet its current obligations, the Board of 

Directors considers securing additional funds through equity or partnering transactions. All the 

Company’s financial liabilities are normally paid within 30 days and are subject to normal trade terms. 

The Company has no source of operating cash flow to fund its exploration and evaluation projects. 

Funding for projects requires equity or debt financing. The Company has limited financial resources 

and there is no assurance that funding will always be available to allow the Company to fulfill its 

obligations on existing or future exploration projects. 

Other 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 monitors commodity prices of gold, copper and other metals, individual 

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

the Company. The Company believes that both commodity and equity price movements can have a 

substantial effect on the market value of the Company’s investments.  

 

Foreign exchange risk  

The Company is not exposed to any significant foreign exchange rate risk. 
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Interest rate risk  

As at May 31, 2019, the Company does not have any cash balances subject to interest rate risk. The 

Company’s current policy is to invest excess cash in interest bearing deposit accounts or guaranteed 

investment securities with its financial institutions. As at May 31, 2019, the Company had invested 

$1,000,000 guaranteed investment securities with a Canadian Bank. The guaranteed investment 

securities carry a fixed annual interest rate of 1.3%. 

 

Outstanding Share Data 

 

   
May 31, 2019 

   
 Number of  

  

   
 Common Shares     Amount  

     
 $  

Opening Balance May 31, 2018 

 

                              9,450,000  

 

                          589,953    

 

Initial public offering – common shares  

 

                10,805,500  

 

                1,080,775  

 

Initial public offering – flow-through common shares  

 

                10,764,500  

 

                1,399,385  

 Private placement – common shares   3,449,636  379,460 

 Bonus common shares   300,000  26,400 

 

Warrant allocation  

 

                              -  

 

                (231,800) 

 Flow through share premium   -  (452,109) 

 

Share issuance costs – cash 

 

                -  

 

                 (324,956)  

Ending Balance May 31, 2019 

 
                34,769,636  

 

                 2,467,108  

 

On December 28, 2018, the Company closed its initial public offering by issuing 10,805,500 units at a 

price of $0.10 per unit, with each unit consisting of one common share and one half of one common 

share purchase warrant, exercisable for one year with an exercise price of $0.13, for gross proceeds of 

$1,080,550. The Company also issued 10,764,500 flow-through common shares at a price of $0.13 for 

gross proceeds of $1,399,385. 

 

In connection with the initial public offering, the Company paid finders’ cash commissions of 

$247,232 and compensation options entitling purchase 810,412 common shares at a price of $0.10 until 

December 27, 2020 and 807,337 common shares at a price of $0.13 until December 27, 2020. 

 

The 5,402,750 warrants issued in connection with the initial public offering listed above have been 

recorded at a value of $129,900 based on the proportional method based on the Black-Scholes option 

pricing model, using the following assumptions: share price of $0.088, an exercise price of $0.13, risk-

free interest rate of 1.90%, expected life of warrants of 1 year, expected volatility rate of 100% and an 

expected dividend rate of 0%. 

 

In connection with the issuance of 10,764,500 flow through common shares the Company realized a 

flow through premium liability of $452,109. The flow through premium was calculated using the 

residual method based on the value of the common shares issued in the IPO after the warrant 

allocation. 

 

The 810,412 agent options issued in connection with the initial public offering listed above have been 

recorded at a value of $35,600 based on the proportional method based on the Black-Scholes option 

pricing model, using the following assumptions: share price of $0.088, an exercise price of $0.10, risk-
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free interest rate of 1.90%, expected life of warrants of 2 years, expected volatility rate of 100% and an 

expected dividend rate of 0%. 

 

The 807,337 agent options issued in connection with the initial public offering listed above have been 

recorded at a value of $30,900 based on the proportional method based on the Black-Scholes option 

pricing model, using the following assumptions: share price of $0.088, an exercise price of $0.13, risk-

free interest rate of 1.90%, expected life of warrants of 2 years, expected volatility rate of 100% and an 

expected dividend rate of 0%. 

 

On December 28, 2018, the Company issued 300,000 common shares to a director with a fair value of 

$26,400 as consideration in connection with an unsecured loan. 

 

On May 30, 2019, the Company issued 3,449,636 units at a price of $0.11 per unit, with each unit 

consisting of one common share and one common share purchase warrant, exercisable for two years 

with an exercise price of $0.16, for gross proceeds of $379,460. 

 

The 3,449,636 warrants issued in connection with the private placement listed above have been 

recorded at a value of $101,900 based on the proportional method based on the Black-Scholes option 

pricing model, using the following assumptions: share price of $0.081, an exercise price of $0.16, risk-

free interest rate of 1.53%, expected life of warrants of 2 years, expected volatility rate of 100% and an 

expected dividend rate of 0%. 

 

Shares under escrow 

There was a total of 4,700,000 common shares of the Company held in escrow under the Escrow Value 

Security Agreements dated December 17, 2018 and December 24, 2018, on the completion of the IPO. 

Under this agreement, 10% of the shares were released immediately and 15% will be released every six 

months thereafter with the final release being on December 24, 2021. As at May 31, 2019, there were 

4,140,000 common shares of the Company held in escrow (May 31, 2018 – Nil). 

 

As at May 31, 2019, the Company had 34,769,636 common shares outstanding. The Company had 

2,000,000 options outstanding at May 31, 2019, as shown in the chart in the following stock option 

section, and 10,470,135 warrants issued in connection with private placement financings. 

 

Stock options 

 

On February 22, 2019, the Company issued 1,650,000 stock options to directors, officers and 

consultants of the company which are exercisable at $0.135 until February 21, 2024.  The stock options 

vest immediately upon grant. The stock options have a Black-Scholes option pricing value of 

$186,015, and is recorded in the profit or loss.  

 

On March 1, 2019, the Company issued 350,000 stock options to investor relations consultants of the 

Company which are exercisable at $0.135 until March 1, 2021. The stock options vest in 4 equal 

instalments of 87,500. The first 87,000 vested on issuance, the second 87,000 vests on June 1, 2019, 

the third 87,000 vests on September 1, 2019 and  the final 87,000 vests on March 1, 2020. 

Management has estimated a forfeiture rate 0%. The stock options have a Black-Scholes option pricing 

value of $22,335. Stock option expense was is realized over the period the options are vesting and is 
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recorded in the profit or loss. During the year ended May 31, 2019, stock option expense of $15,257 

was realized. 

  

Number of 

options 

outstanding 

Exercise 

Price 

Contractual 

life 

Number of 

options 

exercisable 

Number of 

options 

unvested 

Years 

remaining 

to maturity Grant date Expiry date 

2019-02-21 2024-02-21 1,650,000 $0.135 5 1,650,000 - 4.73 

2019-03-01 2021-03-01 350,000 $0.135 2      87,500 262,500 1.75 

  

2,000,000 

  

1,737,500 262,500 4.21 

 

The fair values of options granted during the year ended May 31, 2019, were estimated using the 

Black-Scholes option pricing model with the following weighted average assumption: 

 

                    February 22, 2019       March 1, 2019  

Average share price at date of grant                    $0.135        $0.125  

Expected dividend yield 0.00% 0.00% 

Expected share price volatility 122% 100% 

Risk-free interest rate 1.80% 1.77% 

Forfeiture rate 0%   0% 

Expected life of options 5 years 2 years 

Average exercise price at date of grant $0.135 $0.135  

Stock options granted 1,650,000 350,000  

Black-Scholes fair value per option                $0.11274 $0.06381  

 

Warrants 
 

Number of warrants  Carrying Value Exercise price Expiry date 

  $ $   

5,402,750 129,900 0.13 December 28, 2019 

3,449,636 101,900 0.16 May 30, 2021 

810,412 35,600 0.10 December 28, 2020 

             807,337                  30,900 0.13 December 28, 2020 

          10,470,135                   298,300      

 

Summary of Annual Results 

The following information has been derived from the audited annual financial statements for the year 

ended May 31, 2019 as well as the audited financial statements for the period ended May 31, 2018, all 

presented under IFRS.  

 

As at May 31,  2019 2018 

 $ $ 

Net loss (1,163,203) (521,014) 

Operating loss (net loss less exploration 

and evaluation expenses) (902,023) (189,635) 

Exploration and evaluation expenses  (261,180) (331,419) 

Loss per share – basic and diluted (0.06) (0.07) 

Total assets 1,825,343 169,355 
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Summary of Quarterly Results 

The following information has been derived from the eight most recently completed quarters, all 

presented under IFRS.  

 

May 31, February 28, November 30, August 31, 

 

2019 2019 2018 2018 

 

$ $ $ $ 

Net loss     (133,565)      (576,457)    (394,297)    (58,884) 

Other comprehensive loss    -      -     -      -  

Loss per share - basic and diluted              (0.01)                  (0.04)                (0.04)                      (0.01)    

     

 

May 31, February 28, November 30, August 31, 

 

2018 2018 2017 2017 

 

$ $ $ $ 

Net loss     (189,187)      (51,712)    (265,387)    (14,767) 

Other comprehensive loss    -      -     -      -  

Loss per share - basic and diluted           (0.01)                 -              (0.05)              (0.50) 

 

Management’s Responsibility for Financial Statements 

 

The Board of Directors carries out its responsibility for the consolidated financial statements primarily 

through the audit committee, which is composed of a majority of independent, non-executive directors 

who meet periodically with management and auditors to review financial reporting and internal control 

matters. 

 

Future Accounting Changes 

 

Effective June 1, 2018, the Company adopted IFRS 9, Financial Instruments, and IFRS 15, Revenue 

from Contracts with Customers, which resulted in changes in accounting policies as described below. 

In accordance with the transitional provisions in both standards, the Company adopted these standards 

retrospectively without restating comparatives, with the cumulative impact adjusted in the opening 

balances as at June 1, 2018. There were no effects on opening balances at June 1, 2018 with respect to 

the adoption of these policies. IFRS 15 Revenue from Contracts with Customers, had no impact on the 

Company’s financial statements. 

 

IFRS 9 Financial Instruments  

IFRS 9 replaces International Accounting Standard (“IAS”) 39, Financial Instruments: Recognition and 

Measurement. IFRS 9 introduces new requirements for the classification, measurement and impairment 

of financial assets and hedge accounting. It establishes two primary measurement categories for 

financial assets: (i) amortized cost and (ii) fair value either through profit or loss (“FVPL”) or through 

other comprehensive income (“FVOCI”); establishes criteria for the classification  of  financial  assets  

within each measurement category  based  on  business  model  and  cash  flow characteristics; and 

eliminates the existing held for trading, held to maturity, available for sale, loans and receivable and 

other  financial  liabilities  categories.  IFRS  9 also introduces a new expected credit loss model for the 

purpose of assessing the impairment of financial assets and requires that there be a demonstrated 

economic relationship between the hedged item and hedging instrument.  Upon adoption of IFRS  9, 

the main changes in the Company’s accounting policy on financial instruments is financial assets 
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previously classified as loans and receivables are now classified as financial assets measured at 

amortized cost and financial liabilities previously classified as other financial liabilities are now 

classified at amortized cost. 

 

The following table shows the previous classification under IAS 39 and the new classification under 

IFRS 9 for the Company’s financial instruments: 
 

 Financial instrument classification 

 Under IAS 39 Under IFRS 9 

Financial assets:   

Cash and cash equivalent Loans and receivables Amortized cost 

Accounts receivable Loans and receivables Amortized cost 

Financial liabilities   

Trade payable and accrued 

liabilities  Other financial liabilities Amortized cost 

Loans Other financial liabilities Amortized cost 

Long term payable Other financial liabilities Amortized cost 

   

 

The Company adopted IFRS 9 retrospectively without restating comparatives and therefore the 

comparative information in respect of financial instruments for the year ended May 31, 2018 was 

accounted for in accordance with the Company’s previous accounting policy under IAS 39.  

Significant accounting policies which outline the current and previous accounting policies pertaining to 

financial instruments. 

 

Refer to the annual financial statements for the year ended May 31, 2019, for additional information in 

regards to the change in accounting policy. 

 

Related Party Transactions  

The following represents a summary of transactions with related parties and shareholders for the year 

ended May 31, 2019.  

 

During the year ended May 31, 2019, director and officers of the Company were granted 1,550,000 

stock options (May 31, 2018 – Nil) with a Black-Scholes option pricing value of $174,742 (May 31, 

2018 - $Nil), and is recorded in the profit or loss. 

  

Jens Hansen, a director of the Company, provided the Company with management and consulting 

services through his wholly owned company. During the year ended May 31, 2019, Mr. Hansen 

indirectly billed management and consulting fees of $42,812 (May 31, 2018 - $59,550). During the 

year ended May 31, 2019, Mr. Hansen indirectly billed exploration consulting fees of $5,675 (May 31, 

2018 - $Nil). During the year ended May 31, 2019, the Company settled $Nil (May 31, 2018 - 

$22,500) of fees with the issuance of Nil (May 31, 2018 - 900,000) common shares. As at May 31, 

2019, there was an outstanding payable of $6,594 (May 31, 2018 - $3,688) to Mr. Hansen and a 

receivable from Mr. Hansen of $Nil (May 31, 2018 - $268).  

 

On September 1, 2018, Mr. Hansen resigned as President and CEO of the Company and was replaced 

by Trevor Richardson. 
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On October 19, 2018 and amended on November 29, 2018, Mr. Hansen loaned the Company 

$150,000. The loan had an interest rate of 10% annually and a maturity date December 28, 2019. The 

loan was also amended to allow for 300,000 bonus shares to be paid to Mr. Hansen upon receipt of 

regulatory approval of the TSX Venture. The bonus shares were given in consideration for the 

amendment of the loan and had an estimated fair value of $26,400, which was recognized by the 

Company as an interest expense in the Statements of Loss and Comprehensive Loss for the year ended 

May 31, 2019. During the year ended May 31, 2019, the Company made cash interest payments on the 

loan of $5,285. The Company repaid $100,000 of the principal on the outstanding loan in January 2019 

and the balance was repaid in May 2019. As at May 31, 2019, the balance of the loan was $Nil. The 

Company settled $22,000 of the loan through the issuance of 200,000 units in the May 30, 2019 private 

placement. 

 

During the period ended May 31, 2018, Mr. Hansen took part in private placements for $30,000 

consisting of the issuance of 150,000 flow-through common shares at $0.10 per share for proceeds of 

$15,000 and 150,000 common shares at $0.10 per share for proceeds of $15,000. 

  

During the period ended May 31, 2018, Mr. Hansen loaned the Company $100,000. The loan was not 

interest bearing but required the Company to reimburse Mr. Hansen’s borrowing costs. The loan was 

payable upon successful completion of a non-brokered financing. On November 30, 2017, the 

Company repaid the loan of $100,000 and made related interest payments of $893.  

 

During the period ended May 31, 2018, Mr. Hansen advanced the Company $430. The advancements 

were interest free and had no set repayment date. As at May 31, 2018, the Company had fully repaid 

the $430 advanced. 

 

During the period ended May 31, 2018, the Company entered into a mineral property claim transfer 

agreement with Mr. Hansen and Mr. Holmstead to acquire 650 mineral claims on 11 exploration 

properties in Quebec. Under the terms of the transfer agreement, the Company paid $40,000 to Mr. 

Hansen and $40,000 to Mr. Holmstead. Under the terms of the transfer agreement, Mr. Hansen and Mr. 

Holmstead each maintained a 0.5% Net Smelter Royalty. During the year ended May 31, 2019, the 

Company made the first anniversary payment on the claim transfer agreement and paid $15,000 to Mr. 

Hansen and $15,000 to Mr. Holmstead. 

 

Sabino Di Paola, who serves as a Director for the Company and Chief Financial Officer as of August 1, 

2018, provided the Company with management consulting services. During the year ended May 31, 

2019, Mr. Di Paola billed a total of $45,000 (May 31, 2018 - $10,500) for accounting and management 

consulting services. As at May 31, 2019, there was a payable of $5,650 (May 31, 2018 - $3,500) owing 

to Mr. Di Paola. During the year ended May 31, 2019, the Company settled $Nil (May 31, 2018 - 

$5,000) of fees with the issuance of Nil (May 31, 2018 - 200,000) common shares. Mr. Di Paola 

subscribed for 100,000 units in the May 30, 2019 private placement. 

  

Mathieu Stephens, who serves as the Company’s CEO and VP of Exploration, provides the Company 

with management and exploration consulting services. During the year ended May 31, 2019, Mr. 

Stephens billed exploration consulting fees of $29,000 (May 31, 2018 - $Nil) and management fees of 

$9,500 (May 31, 2018 - $Nil). As at May 31, 2019, there was an outstanding payable of $16,513 (May 

31, 2018 - $Nil) to Mr. Stephens. Mr. Stephens subscribed for 200,000 units in the May 30, 2019 
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private placement. 

 

Wayne Holmstead, who serves as the Exploration Manager for the Company, provided the Company 

with geological consulting services. During the year ended May 31, 2019, Mr. Holmstead billed a total 

of $41,348 (May 31, 2018 - $17,418) for geological services. Mr. Holmstead also billed $Nil (May 31, 

2018 - $17,500) for management consulting services for the year ended May 31, 2019. During the year 

ended May 31, 2019, the Company settled $Nil (May 31, 2018 - $17,500) of fees with the issuance of 

Nil (May 31, 2018 - 700,000) common shares. As at May 31, 2019, there was a payable of $3,108 

(May 31, 2018 - $8,232) outstanding to Mr. Holmstead. 

  

Trevor Richardson, who served as the Company’s President and CEO until February 7, 2019, provided 

the Company with management consulting services through his wholly owned Company. During the 

year ended May 31, 2019, Mr. Richardson indirectly billed management fees of $40,000 (May 31, 

2018 - $Nil). During the year ended May 31, 2019, the Company paid a one time severance fee of 

$96,000 to Mr. Richardson for terminating his contract. 

 

Laurie Meloche, who served as the Company’s VP of Corporate Development until February 8, 2019, 

provided the Company with management consulting services through his wholly owned Company. 

During the year ended May 31, 2019, Ms. Meloche indirectly billed management fees of $35,000 (May 

31, 2018 - $Nil). During the year ended May 31, 2019, the Company paid a one time severance fee of 

$60,000 to Ms. Meloche for terminating her contract. 

 

John McNeice, who served as the CFO and Corporate Secretary for the Company up to July 20, 2018, 

provided the Company with management consulting services. During the year ended May 31, 2019, 

Mr. McNeice billed a total of $4,387 (May 31, 2018 - $5,403) for accounting and management 

consulting services. As at May 31, 2019, there was a payable of $Nil (May 31, 2018 - $992) 

outstanding to Mr. McNeice. During the year ended May 31, 2019, the Company settled $Nil (May 31, 

2018 - $2,500) of fees with the issuance of Nil (May 31, 2018 - 100,000) common shares. 

 

During the year ended May 31, 2019, a law firm controlled by a director of the Company provided 

UrbanGold with legal services. From the February 8, 2019, the date the director was appointed to May 

31, 2019, the firm invoiced fees of $19,301 (The firm was not a related party during the period of 

incorporation (June 21, 2017) to May 31, 2018). As at May 31, 2019, there was a balance of $22,620. 

 

Off-Balance Sheet Arrangements 

At May 31, 2019, the Company had no off-balance sheet arrangements such as guarantee contracts, 

contingent interest in assets transferred to an entity, derivative instruments obligations or any 

obligations that trigger financing, liquidity, market or credit risk to the Company. 

 

Proposed Transactions 

In the normal course of business, the Company evaluates potential asset acquisition transactions and, in 

some cases, makes proposals to acquire such assets. These proposals, which are usually subject to 

Board and sometimes regulatory and shareholder approvals, may involve future payments, and share 

issuances. These future obligations are usually contingent in nature and generally the Company is only 

required to incur the obligation if it wishes to continue with the transaction. 



 21 

 

 

Management’s Responsibility for Financial Statements 

The Board of Directors carries out its responsibility for the financial statements by meeting 

periodically with management and auditors to review financial reporting and internal control matters. 

 

Recent Accounting Pronouncements 

The following standards are effective for the Company’s annual periods beginning after June 1, 2019, 

with earlier adoption permitted. The Company has not early adopted these standards and is currently 

assessing the impact they will have on the financial statements. 

 

IFRS 16 – Leases – The new standard replaces IAS 17 – Leases and related interpretations.  IFRS 16 

provides a single lessee accounting model, requiring the recognition of assets and liabilities for all 

leases, unless the lease term is twelve months or less or the underlying asset has low value.  It will be 

applied retrospectively for annual periods beginning on or after January 1, 2019.   

 

Commitments and contingencies 

 

Flow-through expenditure commitment 

 

The Company is partially financed through the issuance of flow-through shares and, according to tax 

rules regarding this type of financing, the Company is engaged in realizing mining exploration work. 

 

These tax rules also set deadlines for carrying out the exploration work which must be performed no 

later than the earlier of the following dates: 

 

– Two years following the flow-through placements; 

– One year after the Company has renounced the tax deductions relating to the exploration work. 

 

However, there is no guarantee that the Company's exploration expenses will qualify as Canadian 

exploration expenseseven if the Company is committed to taking all the necessary measures in this 

regard. Refusal of certain expenses by the tax authorities would have a negative tax impact for 

investors. 

 

Flow-through commitment obligations 

 

(i) During the year ended May 31, 2019, the Company raised $1,399,385 through flow-

through placements. Management is required to fulfill its commitment within the 

stipulated deadline of December 31, 2019. As of May 31, 2019, Management has 

incurred $239,153 of this commitment leaving $1,160,232 to be spent by December 31, 

2019. 

 

(ii) During the period of incorporation (June 21, 2017) to May 31, 2018, the Company raised 

$272,500 through flow-through placements. Management is required to fulfill its 

commitment within the stipulated deadline of December 31, 2018. As of December 31, 

2018, Management has incurred the full $272,500 commitment. 
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The Company will indemnify the subscribers of current and previous flow-through share offerings 

against any tax related amounts that become payable by the shareholder as a result of  the unlikely 

event that the Company does not meet its expenditure commitments. 

 

Environmental provision 

The Company has exploration and evaluation properties in Canada and has conducted exploration 

activities. Management maintains that no material damage has been done to the land, and on that basis, 

management has not recorded a provision for an asset retirement obligation or for property 

reclamation. 

 

Management contracts 

The Company is party to certain management and consulting contracts. These contracts require that 

additional payments of $73,000 be made upon the occurrence of certain events such as termination and 

change of control. As a triggering event has not taken place, the contingent payments have not been 

reflected in these financial statements as of May 31, 2019 and 2018. A detailed list of the contingent 

payments is as follows: 

 

The CEO of the Company has a termination without cause and change of control clause in his contract 

which would require the one-time payment of $45,000. 

 

A company controlled by a director has a termination without cause clause in its contract which would 

require the one-time payment of $6,000. 

 

A consultant of the Company has termination without cause in its contract which would require the 

one-time payment of $22,000. 

 

Risks and Uncertainties 

The Company’s principal activity is mineral exploration and development. Companies in this industry 

are subject to many kinds of risks, including, but not limited to, operational, technical, environmental, 

labour, social, political, security, financial, economic, and metals pricing. Additionally, often due to 

factors that cannot be predicted or foreseen, few exploration projects successfully achieve 

development. While risk management cannot eliminate the impact of all potential risks, the Company 

strives to manage risks to the extent possible and practicable.  

 

The risks and uncertainties described in this section are considered by management to be the most 

important in the context of the Company’s business. The risks and uncertainties below are not listed in 

order of importance, nor are they inclusive of all the risks and uncertainties the Company may be 

subject to, and therefore other risks may apply.  

 

The Speculative Nature of the Exploration of Natural Resource Properties  
The exploration for and development of mineral deposits involves significant risks which even a 

combination of careful evaluation, experience and knowledge may not eliminate or even mitigate. 

While the discovery of a mineral bearing structure may result in an increase in value for shareholders, 

few properties which are explored are ultimately developed into producing mines. The property 

interests owned by the Company are in the in the exploration stage only, are without known bodies of 

commercial mineralization and the Company has no ongoing production at any of them. There is no 

assurance that any of the concessions the Company explores or acquires will contain commercially 
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exploitable reserves of minerals. Exploration for natural resources is a speculative venture involving 

substantial risk. Hazards such as unusual or unexpected geological formations, formation pressures, 

fires, power outages, labour disruptions, flooding, cave-ins, landslides and the inability of the 

Company to obtain suitable machinery, equipment or labour are all risks involved with the conduct of 

exploration programs and the operation of mines.  

 

Early Stage Status and Nature of Exploration  
Reserve and resource estimates are expressions of judgment based on knowledge, experience and 

industry practice. Estimates which were valid when originally calculated may alter significantly when 

new information or techniques become available. In addition, by their very nature, resource estimates 

are imprecise and depend to some extent on interpretations, which may prove to be inaccurate. Any 

reference to potential quantities and/or grade in respect of the Properties is conceptual in nature, as 

there has been insufficient exploration to define any mineral resource and it is uncertain if further 

exploration will result in the determination of any mineral resource. Quantities and/or grade described 

in any of the Company’s public disclosures should not be interpreted as assurances of a potential 

resource or reserve or of potential future mine life or of the profitability of future operations.  

 

Few properties that are explored are ultimately developed into producing mines. Substantial 

expenditures are required to establish ore reserves through drilling, to develop metallurgical processes 

to extract the metal from the ore and, in the case of new properties, to develop the mining and 

processing facilities and infrastructure at any site chosen for mining. The economics of exploring and 

developing mineral properties is affected by many factors, including the cost of operations, variations 

in the grade of ore mined, fluctuations in metal markets, costs of mining and processing equipment and 

such other factors as government regulations, including regulations relating to royalties, allowable 

production, importing and exporting of minerals and environmental protection.  

 

No assurance can be given that any particular level of recovery of minerals will be realized or that any 

potential quantities and/or grade will ever qualify as a resource, or that any such resource will ever 

qualify as a commercially mineable (or viable) deposit which can be legally and economically 

exploited. Where expenditures on a property have not led to the discovery of mineral reserves, incurred 

expenditures will generally not be recoverable.  

 

Dependence on Exploration Stage Projects  
The only material property interest of the Company is the Monaco project. As a result, any adverse 

developments affecting the Monaco project could have a material adverse effect upon the Company 

and would materially and adversely affect the potential mineral resource production, profitability, 

financial performance and results of operations of the Company. While the Company may seek to 

acquire additional mineral properties that are consistent with its business objectives, there can be no 

assurance that the Company will be able to identify suitable additional mineral properties or, if it does 

identify suitable properties, that it will have sufficient financial resources to acquire such properties or 

that such properties will be available on terms acceptable to the Company or at all. 

 

Lack of Funding to Satisfy Contractual Obligations  
The Company may, in the future, be unable to meet its share of costs incurred under agreements to 

which it is a party and the Company may have its property interests subject to such agreements reduced 

as a result or even face termination of such agreements.  
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Insurance and Uninsured Risks  
Mineral exploration involves risks, which, even with a combination of experience, knowledge and 

careful evaluation, mining exploration companies may not be able to overcome. Operations in which 

the Company has a direct or indirect interest may be subject to all the hazards and risks normally 

incidental to exploration of precious and non-precious metals, any of which could result in work 

stoppages, damage to property and possible environmental damage. The Company presently has very 

limited commercial liability insurance and does not intend to increase its liability insurance. As a result 

of having limited liability insurance, the Company could incur significant costs that may have a 

materially adverse effect upon its financial condition and even cause the Company to cease operations.  

 

Environmental and Social Risks and Hazards  
All phases of the Company’s operations are subject to environmental regulation in the jurisdictions in 

which it operates. These regulations mandate, among other things, the maintenance of air and water 

quality standards and land reclamation. They also set forth limitations on the generation, transportation, 

storage and disposal of solid and hazardous waste. Environmental legislation is evolving in a manner 

which will require stricter standards and enforcement, increased fines and penalties for non-

compliance, more stringent environmental assessments of proposed projects and a heightened degree 

of responsibility for companies and their officers, directors and employees. There is no assurance that 

future changes in environmental regulation, if any, will not adversely affect the Company’s operations.  

Environmental hazards may exist on the properties in which the Company holds an interest which are 

unknown to the Company at present and which have been caused by previous or existing owners or 

operators of the properties. No assurance can be given that potential environmental liabilities caused by 

past activities at the properties in which the Company holds an interest do not exist. In addition, some 

laws and regulations inrelating to protection of the environment may, in certain circumstances, impose 

strict liability for environmental contamination, which could result in liability for environmental 

damages and cleanup costs without regard to negligence or fault on the Company’s part. The Company 

cannot give any assurances that breaches of environmental laws (whether inadvertent or not) or 

environmental pollution will not materially and adversely affect its financial condition. There is no 

assurance that any future changes to environmental regulation, if any, will not adversely affect the 

Company. 

 

The early stage and nature of the exploration currently being done by the Company is unlikely to cause 

any issues with local communities. However, the Company and  its Management remain committed to 

establishing and maintaining good relations with local populations, and when possible will hire 

local contractors for its ongoing exploration work. 

 

Costs of Land Reclamation Risk  
It is difficult to determine the exact amounts which will be required to complete all land reclamation 

activities in connection with the properties in which the Company holds an interest. Reclamation bonds 

and other forms of financial assurance represent only a portion of the total amount of money that will 

be spent on reclamation activities over the life of a mine. Accordingly, it may be necessary to revise 

planned expenditures and operating plans in order to fund reclamation activities. Such costs may have 

a material adverse impact upon the financial condition and results of operations of the Company.  

 

 

Land Title  
Although the Company has sought and received such representations as it has been able to achieve 
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from vendors in connection with the acquisition of, or options to acquire, an interest in its mining 

properties and surface rights, and has conducted limited investigations of legal title to each such 

property, in accordance with industry standards for the current stage of exploration of such properties, 

the properties in which the Company has an interest may be subject to prior unregistered agreements or 

transfers or native land claims, or it is possible that title may be affected by undetected defects.  

 

Loss of Land Access  
Land access is critical for exploration and evaluation to succeed. In all cases the acquisition of 

prospective property interests is a competitive business, in which propriety knowledge or information 

is critical and the ability to negotiate satisfactory commercial arrangements with other parties is often 

essential. Access to land for exploration purposes can be affected by land ownership, including private 

(freehold) land, pastoral lease and native title land or indigenous claims. Immediate access to land in 

the areas of activities cannot in all cases be guaranteed. The Company may be required to seek consent 

of land holders or other persons or groups with an interest in real property encompassed by, or adjacent 

to, the Company’s concessions.  

 

Compensation may be required to be paid by the Company to land holders so that the Company may 

carry out exploration and/or mining activities. Where applicable, agreements with indigenous groups 

have to be in place before a property interest can be granted. Rights to property interests carry with 

them various obligations in regard to minimum expenditure levels and responsibilities in respect of the 

environment and safety. Failure to observe these requirements could prejudice the right to maintain 

title to a given area.  

 

Infrastructure  
Mining, processing, development and exploration activities depend, to one degree or another, on 

adequate infrastructure. Reliable roads, bridges, power sources and water supply are important 

determinants, which affect capital and operating costs. Unusual or infrequent weather phenomena, 

sabotage, government or other interference in the maintenance or provision of such infrastructure could 

adversely affect the Company’s operations, financial condition and results of operations.  

 

Competition  
The Company competes with other exploration companies which have greater financial resources and 

technical facilities for the acquisition of mineral concessions, claims, leases and other mineral interests 

as well as for the recruitment and retention of qualified employees. The Company’s ability to locate 

and increase resources and reserves in the future will depend not only on its ability to explore and 

develop its present properties, but also on its ability to select, acquire and develop suitable properties or 

prospects. As a result of this competition, the Company may be unable to maintain or acquire attractive 

mining properties on terms it considers acceptable or at all. Consequently, the Company’s revenues, 

operations and financial condition could be materially adversely affected.  

 

Additional Capital  
The development and exploration of the properties in which the Company holds an interest will require 

substantial additional financing. Failure to obtain sufficient financing may result in the delay or 

indefinite postponement of exploration, development or production on any or all of the properties in 

which the Company holds an interest or even a loss of property interest. The Company has no sources 

of funding other than financing arrangements with other mining and exploration companies and equity 

financing. The ability of the Company to continue operations into the future is dependent upon 
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continuing to obtain favorable results from its exploration activities, which will affect its ability to 

attract partners and to raise financing. The participation of partners is very important to the future 

success of the Company. There can be no assurance that additional capital or other types of financing 

will be available if needed or that, if available, the terms of such financing will be favorable to the 

Company.  

 

Commodity Prices  
The Company’s revenues, if any, are expected to be almost entirely derived from the mining and sale 

of gold, copper and other metals. The prices of those commodities have fluctuated widely, particularly 

in recent years, and are affected by numerous factors beyond the Company’s control, including: 

international economic and political trends; expectations of inflation; currency exchange fluctuations; 

interest rates; consumption patterns; speculative activities; and increased production due to new mine 

developments and improved mining and production methods. The effect of these factors on the price of 

gold and copper, as well as other precious and base metals, and, therefore, on the economic viability of 

any of the Company’s mining properties, cannot be accurately predicted, but nonetheless may 

adversely impact the Company’s ability to raise capital and conduct its operations.  

 

Factors Beyond the Control of UrbanGold Minerals 
The potential profitability of mineral properties is dependent upon many factors beyond the 

Company’s control. For instance, world prices of and markets for minerals are unpredictable, highly 

volatile, potentially subject to governmental fixing, pegging and/or controls and respond to changes in 

domestic, international, political, social and economic environments. Another factor is that rates of 

recovery of minerals from mined ore (assuming that such mineral deposits are known to exist) may 

vary from the rate experienced in tests and a reduction in the recovery rate will adversely affect 

profitability and, possibly, the economic viability of a property. Profitability also depends on the costs 

of operations, including costs of labour, equipment, electricity, environmental compliance or other 

production inputs. Such costs will fluctuate in ways the Company cannot predict and are beyond the 

Company’s control, and such fluctuations will impact on profitability and may eliminate profitability 

altogether. Additionally, due to worldwide economic uncertainty, the availability and cost of funds for 

development and other costs have become increasingly difficult, if not impossible, to project. These 

changes and events may materially affect the financial performance of the Company.  

 

Government Regulation  
The mineral exploration activities (as well as the potential for eventual mining, processing and 

development activities) which the Company undertakes are subject to extensive laws and regulations 

governing prospecting, exploration, development, production, taxes, labour standards and occupational 

health, mine safety, toxic substances, land use, waste disposal, water use, land claims of local people, 

protection of historic and archaeological sites, mine development, protection of endangered and 

protected species and other matters. Government approvals, approval of aboriginal people and permits 

are currently, and may in the future be, required in connection with the Company’s operations. To the 

extent such approvals are required and not obtained, the Company may be curtailed or prohibited from 

continuing its exploration or mining operations or from proceeding with planned exploration or 

development of mineral properties. Failure to comply with applicable laws, regulations and permitting 

requirements may result in enforcement actions thereunder, including orders issued by regulatory or 

judicial authorities causing operations to cease or be curtailed, and may include corrective measures 

requiring capital expenditures, installation of additional equipment, or remedial actions. Parties 

engaged in mining operations or in the exploration or development of mineral properties may be 
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required to compensate those suffering loss or damage by reason of the mining activities and may have 

civil or criminal fines or penalties imposed for violations of applicable laws or regulations. The 

Company’s mineral exploration and mining activities in the countries in which it operates may be 

adversely affected in varying degrees by changing government regulations relating to the mining 

industry or shifts in political conditions that increase royalties payable or the costs related to the 

Company’s activities or maintaining its properties. Operations may also be affected in varying degrees 

by government regulations with respect to restrictions on production, price controls, government-

imposed royalties, claim fees, export controls, income taxes, and expropriation of property, 

environmental legislation and mine safety. The effect of these factors cannot be accurately predicted. 

Although the Company’s mining activities are currently carried out in accordance with all applicable 

rules and regulations, no assurance can be given that new rules and regulations will not be enacted or 

that existing rules and regulations will not be applied in a manner which could limit or curtail such 

activities.  

 

Required Permits and Licenses  
The Company’s operations require licenses and permits from various governmental authorities, which 

licenses and permits are subject to change in various circumstances. There can be no guarantee that the 

Company will be able to obtain or maintain all necessary licenses and permits as are required to 

explore and develop its properties, commence construction or operation of mining facilities and 

properties under exploration or development or to maintain continued operations that economically 

justify the cost.  

 

Sale of UrbanGold Minerals Shares  
Sales of a large number of the UrbanGold Minerals shares or the potential for such sales over time 

could cause the trading price of UrbanGold Minerals shares to decline significantly and could impair 

the Company’s ability to raise capital through future sales of shares.  

 

Key Executives  
The Company is dependent on the services of key executives, including its directors and a small 

number of highly skilled and experienced executives and personnel. The Company strongly depends on 

the business and technical expertise of its management and key personnel. Due to the relatively small 

size of the Company, the loss of any of these individuals or the Company’s inability to attract and 

retain additional highly skilled employees may adversely affect its business and future operations.  

 

Conflicts of Interest  
Certain of the directors of the Company may also serve as directors or officers, or have significant 

shareholdings in, other companies involved in the metals industry and, to the extent that such other 

companies may participate in ventures in which the Company may participate in, or in ventures which 

the Company may seek to participate in, the directors and officers of the Company may have a conflict 

of interest in negotiating and concluding terms respecting the extent of such participation. In all cases 

where directors and officers have an interest in other companies, such other companies may also 

compete with us for the acquisition of metals, royalties, streams or other investments. Such conflicts of 

the Company directors may result in a material adverse effect on the Company’s profitability, results of 

operation and financial condition. 

 

Other 

The Company’s common shares trade on the TSX Venture stock exchange under the symbol UGM. 


