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CAUTIONARY NOTE ON U.S. CANNABIS INVOLVEMENT 

This Listing Statement is being filed by an entity that is expected to indirectly derive a substantial 
portion of its revenues from the cannabis industry in certain U.S. states, which industry is illegal 
under U.S. federal law. Makena Resources Inc. (as the Issuer), to be renamed "Willow 
Biosciences Inc.", will be indirectly involved in the cannabis industry in the United States where 
local state laws permit such activities.  See Section 4 – "Narrative Description of the Business" 
for more information.  

The cultivation, sale and use of cannabis are illegal under U.S. federal law pursuant to the U.S. 
Controlled Substance Act of 1970 (the "CSA"). Under the CSA, the policies and regulations of the 
United States federal government and its agencies provide that cannabis has no medical benefit 
and a range of activities including cultivation and the personal use of cannabis is prohibited. The 
Supremacy Clause of the United States Constitution establishes that the United States 
Constitution and federal laws made pursuant to it are paramount and in case of conflict between 
federal and state law, the federal law shall apply. 

Despite the current state of the federal law and the CSA, the states of California, Nevada, 
Massachusetts, Maine, Michigan, Washington, Oregon, Colorado, Vermont and Alaska, and the 
District of Columbia, have legalized recreational use of cannabis. Maine has not yet begun 
recreational cannabis operations. In early 2018, Vermont became the first state to legalize 
recreational cannabis by passage in a state legislature, but does not allow commercial sales of 
recreational cannabis. Although the District of Columbia voters passed a ballot initiative in 
November 2014, no commercial recreational operations exist because of a prohibition, passed by 
the United States Congress, on using federal or District funds for regulation to legalize or 
otherwise reduce penalties associated with distribution of any Schedule I substance under the 
CSA (including cannabis). 

In addition, more than half of the U.S. states have enacted legislation to regulate the sale and use 
of medical cannabis, while other states have legalized and regulated the sale and use of medical 
cannabis with strict limits on the levels of THC. 

The Issuer's objective is to capitalize on the opportunities presented as a result of the changing 
regulatory environment governing the cannabis industry in the United States and Canada. 
Accordingly, there are a number of significant risks associated with the business of the Issuer. 
Unless and until the United States Congress amends the CSA with respect to medical and/or 
adult-use cannabis (and as to the timing and scope of any such potential amendments there can 
be no assurance), there is a risk that federal authorities may enforce current federal law, and the 
Issuer and the Issuer's joint development partners may be deemed to be producing, cultivating, 
extracting or dispensing cannabis in violation of federal law in the United States. 

For these reasons, the Issuer's cannabinoid science and biosynthesis strategy in the U.S. 
cannabis market may subject the Issuer to heightened scrutiny by regulators, stock exchanges, 
clearing agencies and other Canadian authorities. There are a number of risks associated with 
the business of the Issuer.  See Section 17 - "Risk Factors" for more information. 
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SPECIAL NOTE REGARDING FORWARD-LOOKING INFORMATION 

Certain statements contained in this Listing Statement constitute forward looking statements.  The 
use of any of the words "anticipate", "intend", "continue", "estimate", "expect", "may", "will", "plan", 
"project", "should", "believe" and similar expressions are intended to identify forward looking 
statements.  These statements involve known and unknown risks, uncertainties and other factors 
that may cause actual results or events to differ materially from those anticipated in such forward 
looking statements.  The Issuer believes the expectations reflected in those forward looking 
statements are reasonable but no assurance can be given that these expectations will prove to 
be correct and such forwarding looking statements speak only as of the date of this Listing 
Statement.  In particular, this Listing Statement may contain forward looking statements pertaining 
to the following: 

• completion of the Transaction and related matters; 

• the approval of the Arrangement by the Court; 

• the structure, steps, timing and effect of the Arrangement and the Private Placement; 

• the timing of the Meetings and the Final Order; 

• the approval of the BioCan Resolutions by BioCan Shareholders; 

• the approval of the Makena Resolutions by Makena Shareholders; 

• the approval of the Epimeron Written Resolution by Epimeron Shareholders; 

• the receipt of all required regulatory and third party approvals to complete the 
Arrangement, including the CSE; 

• the satisfaction or waiver of all conditions to the completion of the Arrangement in 
accordance with the terms of the Arrangement Agreement; 

• the completion of the Arrangement and the Private Placement (including the investment 
by Tuatara) and the anticipated Effective Date; 

• the anticipated benefits of the Transaction; 

• the effect of the Arrangement on BioCan, Makena and Epimeron; 

• no material changes in the legislative and operating framework for the business of BioCan, 
Makena, Epimeron or Willow, as applicable; 

• no material adverse changes in the business of BioCan, Makena, Epimeron or Willow, as 
applicable;  

• no significant event occurring outside the ordinary course of business of BioCan, Makena, 
Epimeron or Willow, as applicable, such as a natural disaster or other calamity; 

• the business plan and strategy of Willow; 
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• expectations as to future operations of Willow; 

• expectations as to the size and value of the global market for medical and recreational 
cannabis (including cannabinoids); 

• Willow's anticipated financial performance following completion of the Transaction; 

• Willow's future development and growth prospects; 

• Willow's expected operating costs, general and administrative costs, costs of services and 
other costs and expenses; 

• Willow's future issuances and grants of securities; 

• Willow's ability to meet current and future obligations; and 

• Willow's ability to obtain financing on acceptable terms or at all. 

Although management of the Issuer believes that the expectations reflected in the forward looking 
statements are reasonable, there can be no assurance that such expectations will prove to be 
correct.  The actual results could differ materially from those anticipated in these forward looking 
statements as a result of the risk factors set forth below and elsewhere in this Listing Statement. 

• failure to receive regulatory, CSE, Court, shareholder and other approvals regarding the 
Transaction; 

• the ability of the New Management Team to execute its business plan, including its 
cannabinoid science and biosynthesis strategy; 

• Willow's dependence on the performance and ongoing employment of management; 

• legislative and regulatory environments of the jurisdictions where Willow will carry on 
business or have operations; 

• the effect consumer perception of the medical-use and adult-use of cannabis will have on 
the market price of cannabis-related products; 

• the impact of competition and the competitive response to Willow's business strategy; 

• the risks of the cannabis and cannabinoid industry, such as regulatory risks and increasing 
competition; 

• actions taken by governmental authorities, including increases in taxes and changes in 
government regulations and incentive programs; 

• timing and amount of capital and other expenditures; 

• conditions in financial markets and the economy generally; and 

• the other factors discussed in Section 17 – "Risk Factors". 
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With respect to forward looking statements contained in this Listing Statement, the Issuer has 
made assumptions regarding, among other things:  

• the impact of increasing competition; 

• timing and amount of capital expenditures; 

• the legislative and regulatory environments of the jurisdictions where Willow will carry on 
business, has operations or plans to have operations; 

• conditions in general economic and financial markets; and 

• Willow's ability to obtain additional financing on satisfactory terms or at all. 

The Issuer has included the above summary of assumptions and risks related to forward looking 
information provided in this Listing Statement in order to provide investors with a more complete 
perspective on the Issuer's current and future operations and such information may not be 
appropriate for other purposes. 

Readers are cautioned that the foregoing lists of factors are not exhaustive.  The forward looking 
statements contained in this Listing Statement are expressly qualified by this cautionary 
statement.  Except as required by applicable securities laws, the Issuer does not undertake any 
obligation nor is the Issuer under any duty to publicly update or revise any forward looking 
statements.  Readers should also carefully consider the matters discussed under Section 17 – 
"Risk Factors" in this Listing Statement. 

Unless otherwise indicated, information contained in this Listing Statement concerning Willow's 
industry and the markets in which Willow will operate, including the Issuer's general expectations 
and market position, market opportunities and market share, is based on information from 
independent industry organizations, other third-party sources (including industry publications, 
surveys and forecasts) and management studies and estimates. 

Unless otherwise indicated, the Issuer's estimates are derived from publicly available information 
released by independent industry analysts and third-party sources as well as data from the 
Issuer's internal research, and include assumptions made by the Issuer which it believes to be 
reasonable based on its knowledge of the industry and markets it will enter. The Issuer's internal 
research and assumptions have not been verified by any independent source, and the Issuer has 
not independently verified any third-party information. While the Issuer believes the market 
position, market opportunity and market share information included in this Listing Statement is 
generally reliable, such information is inherently imprecise. In addition, projections, assumptions 
and estimates of Willow's future performance and the future performance of the industry and 
markets in which it operates are necessarily subject to a high degree of uncertainty and risk due 
to a variety of factors, including those described in Section 17 – "Risk Factors" in this Listing 
Statement. 
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1. GLOSSARY OF TERMS 

The following is a glossary of certain definitions used in this Listing Statement. Terms and 
abbreviations used in the schedules to this Listing Statement are defined separately and the terms 
and abbreviations defined below are not used therein, except where otherwise indicated. Words 
importing the singular, where the context requires, include the plural and vice versa and words 
importing any gender include all genders. 

"117 Ltd." means 1174697 B.C. Ltd. 

"ABCA" means the Business Corporations Act (Alberta), including the regulations made 
thereunder, in each case as now in effect and as may be amended or replaced from time to time. 

"Acquisition Proposal" means, other than the Arrangement, any offer, proposal or inquiry 
(written or oral) from any Person or group of Persons other than the Parties (or any affiliate 
thereof) after the date of the Arrangement Agreement relating to: (a) any sale, disposition, alliance 
or joint venture (or any lease, long-term supply agreement or other arrangement having the same 
economic effect as the foregoing), direct or indirect, in a single transaction or a series of related 
transactions, of any of the assets of a Party or of any of the voting or equity securities of a Party 
(or rights or interests in such voting or equity securities); (b) any direct or indirect take-over bid, 
exchange offer, treasury issuance or other transaction that, if consummated, would result in such 
Person or group of Persons beneficially owning 20% or more of any class of voting, equity or 
other securities of a Party (including securities convertible or exercisable or exchangeable for 
voting, equity or other securities of a Party); (c) any plan of arrangement, merger, amalgamation, 
consolidation, share exchange, business combination, reorganization, recapitalization, 
liquidation, dissolution, winding up or exclusive license involving a Party; or (d) any other similar 
transaction or series of transactions involving a Party. 

"Arrangement" means the arrangement under the provisions of Section 193 of the ABCA, on the 
terms and conditions set forth in the Arrangement Agreement and the Plan of Arrangement as 
supplemented, modified or amended. 

"Arrangement Agreement" means the arrangement agreement dated as of March 7, 2019 
among BioCan, Makena and Epimeron, as amended or supplemented and/or restated from time 
to time, available on Makena's profile on SEDAR. 

"Articles of Arrangement" means the articles of arrangement in respect of the Arrangement 
required under Subsection 193(10) of the ABCA to be filed with the Registrar after the Final Order 
has been granted, giving effect to the Arrangement. 

"BCBCA" means the Business Corporations Act (British Columbia), including the regulations 
made thereunder, in each case as now in effect and as may be amended or replaced from time 
to time. 

"BioCan" means Biocan Technologies Inc., a corporation existing under the CBCA. 

"BioCan Annual Financial Statements" means the audited financial statements as at and for 
the year ended December 31, 2017 for BioCan Technologies Inc. and the audited financial 
statements as at and for the years ended December 31, 2016 and 2015 for Torenco Energy Inc. 

"BioCan Annual MD&A" means BioCan's management's discussion and analysis of the financial 
condition and results of operations of BioCan for the year ended December 31, 2017. 

"BioCan Arrangement Resolution" means the special resolution of BioCan Shareholders, to 
consider and, if thought advisable, to approve, with or without amendment, the Arrangement to 
be considered by BioCan Shareholders at the BioCan Meeting. 
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"BioCan Board" means the board of directors of BioCan as it may be comprised from time to 
time. 

"BioCan Continuance" means the continuance of BioCan out of the jurisdiction of Canada under 
the CBCA and into the jurisdiction of Alberta under the ABCA. 

"BioCan Continuance Resolution" means the special resolution of the holders of BioCan 
Shares to approve the BioCan Continuance to be considered at the BioCan Meeting. 

"BioCan Dissent Rights" means the right of a registered holder of BioCan Shares to dissent to: 
(a) the BioCan Continuance Resolution; and (b) the BioCan Arrangement Resolution, in 
accordance with the CBCA (with respect to dissents to the BioCan Continuance Resolution) or 
the ABCA, the Interim Order and the Plan of Arrangement (with respect to dissents to the BioCan 
Arrangement Resolution), as applicable. 

"BioCan Interim Financial Statements" means the unaudited condensed interim financial 
statements as at and for the three and nine month periods ended September 30, 2018. 

"BioCan Interim MD&A" means BioCan's management's discussion and analysis of the financial 
condition and results of operations of BioCan for the three and nine month periods ended 
September 30, 2018. 

"BioCan Meeting" means the special meeting of BioCan Shareholders to consider the BioCan 
Resolutions and related matters, and any adjournment(s) thereof. 

"BioCan Options" means stock options issued by BioCan, each such option entitling the holder 
thereof to acquire one BioCan Share for the exercise price set forth therein. 

"BioCan Resolutions" means, together, the BioCan Continuance Resolution and the BioCan 
Arrangement Resolution. 

"BioCan Shareholders" means the registered holders of BioCan Shares. 

"BioCan Shares" means common shares in the share capital of BioCan, includes all BioCan 
Shares acquired pursuant to the exercise of BioCan Warrants and BioCan Options.  

"BioCan Warrants" means common share purchase warrants issued by BioCan, each such 
warrant entitling the holder thereof to acquire one BioCan Share for the exercise price set forth 
therein. 

"Burnaby Lab" has the meaning ascribed thereto in Section 3.1(b)(ii). 

"Canasia" means Canasia Clone Property Corp. 

"CBCA" means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended, 
including the regulations promulgated thereunder; 

"Certificate" means the certificate or certificates or other confirmation of filing to be issued by the 
Registrar pursuant to Section 193(11) of the ABCA giving effect to the Arrangement. 

"Closing" means the completion of the Transaction, expected to occur on or about April 12, 2019. 

"Confidentiality Agreements" means, together, the confidentiality and non-disclosure 
agreement between Makena and BioCan and the confidentiality and non-disclosure agreement 
between BioCan and Epimeron. 

"Constating Documents" means articles of incorporation, articles of organization, 
amalgamation, or continuation, as applicable, by-laws and all amendments to such articles or by-
laws. 

"Court" means the Alberta Court of Queen's Bench. 
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"CSE" means the Canadian Securities Exchange. 

"Dissent Rights" means the right of a registered holder of BioCan Shares to dissent to: (a) the 
BioCan Continuance Resolution; and (b) the BioCan Arrangement Resolution, in accordance with 
the CBCA (with respect to dissents to the BioCan Continuance Resolution) or the ABCA, the 
Interim Order and the Plan of Arrangement (with respect to dissents to the BioCan Arrangement 
Resolution), as applicable. 

"Dissenting BioCan Shareholder" means: (a) a registered BioCan Shareholder who dissents in 
respect of the Arrangement in strict compliance with Section 4.1 of the Plan of Arrangement and 
has not withdrawn or been deemed to have withdrawn such exercise of Dissent Rights as at the 
Effective Time; or (b) a registered BioCan Shareholder who dissents in respect of the BioCan 
Continuance in strict compliance with Section 190 of the CBCA and has not withdrawn or been 
deemed to have withdrawn such exercise of BioCan Dissent Rights as at the effective time of the 
BioCan Continuance. 

"DMCL" means Dale Matheson Carr-Hilton Labonte LLP. 

"Effective Date" means the effective date of the Arrangement, being the date on which the 
Articles of Arrangement are filed with the Registrar giving effect to the Arrangement. 

"Effective Time" means the time that the Certificate is issued. 

"Epimeron" means Epimeron Inc., a corporation existing under the ABCA. 

"Epimeron Annual Financial Statements" means the audited consolidated financial statements 
as at and for the year ended December 31, 2017 and the audited consolidated financial 
statements as at and for the years ended December 31, 2016 and 2015. 

"Epimeron Annual MD&A" means Epimeron's management's discussion and analysis of the 
financial condition and results of operations of Epimeron for the year ended December 31, 2017 
and for the year ended December 31, 2016. 

"Epimeron Board" means the board of directors of Epimeron as it may be comprised from time 
to time. 

"Epimeron Interim Financial Statements" means the unaudited condensed interim financial 
statements as at and for the three and nine month periods ended September 30, 2018. 

"Epimeron Interim MD&A" means Epimeron's management's discussion and analysis of the 
financial condition and results of operations of Epimeron for the three and nine month periods 
ended September 30, 2018. 

"Epimeron Options" means options to purchase Epimeron Shares issued by Epimeron from time 
to time to directors, officers, employees and consultants of Epimeron. 

"Epimeron Shareholders" means the holders of Epimeron Shares. 

"Epimeron Shares" means the common shares in the capital of Epimeron. 

"Epimeron Subsidiaries" means Serturner, Vindolon and Epimeron USA and "Epimeron 
Subsidiary" means any one of them. 

"Epimeron USA" means Epimeron USA, Inc. 

"Epimeron Written Resolution" means the special resolution of Epimeron Shareholders in 
respect of the Arrangement to be signed by all Epimeron Shareholders. 

"Final Order" means the order of the Court in a form acceptable to Makena, BioCan and 
Epimeron, each acting reasonably, approving the Arrangement pursuant to subsection 193(9) of 
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the ABCA, as such order may be affirmed, amended or modified by any court of competent 
jurisdiction (with the consent of the Parties, each acting reasonably) at any time prior to the 
Effective Time. 

"Form 2A" means CSE Form 2A – Listing Statement. 

"Fundamental Change" has the meaning ascribed thereto in Policy 8 of the CSE. 

"GAAP" means generally accepted accounting principles as set-out in the CPA Canada 
Handbook – Accounting for an entity that prepares its financial statements in accordance with 
IFRS, at the relevant time, applied on a consistent basis. 

"Governmental Entity" means: (a) any international, multinational, national, federal, provincial, 
state, regional, municipal, local or other government, governmental or public department, central 
bank, court, tribunal, arbitral body, commission, commissioner, board, bureau, ministry, agency 
or instrumentality, domestic or foreign, including, for greater certainty, Health Canada and other 
applicable regulatory authorities with oversight of the cannabis industry and any business or 
operations within the cannabis industry generally; (b) any subdivision or authority of any of the 
above; (c) any quasi-governmental or private body exercising any regulatory, expropriation or 
taxing authority under or for the account of any of the foregoing; or (d) any stock exchange, 
including, for greater certainty the CSE. 

"IFRS" means International Financing Reporting Standards applicable as at the date on which 
such calculation is made or required to be made in accordance with GAAP. 

"Information Circular" includes: (a) the notice of the BioCan Meeting; (b) the notice of the 
Makena Meeting; (c) the joint management information circular dated March 8, 2019; and (d) the 
Appendices, mailed or otherwise distributed by BioCan to BioCan Shareholders in connection 
with the BioCan Meeting and mailed or otherwise distributed by Makena to Makena Shareholders 
in connection with the Makena Meeting.  

"Interim Order" means the interim order of the Court dated February 7, 2019 concerning the 
Arrangement under Subsection 193(4) of the ABCA in respect of BioCan and Epimeron (and their 
respective shareholders), containing declarations and directions with respect to the Arrangement, 
the holding of the BioCan Meeting and approval of the Epimeron Written Resolution as such order 
may be affirmed, amended or modified by any court of competent jurisdiction. 

"Intrexon" means Intrexon Corporation. 

"Investment Agreement" means the Investment Agreement between Tuatara and Willow, to be 
entered into on the Effective Date, as more particularly described under the heading "The 
Arrangement – The Private Placement". 

"Law" means, with respect to any Person, any and all applicable law (statutory, common or 
otherwise), constitution, treaty, convention, ordinance, code, rule, regulation, order, injunction, 
judgment, decree, ruling or other similar requirement, whether domestic or foreign, enacted, 
adopted, promulgated or applied by a Governmental Entity that is binding upon or applicable to 
such Person or its business, undertaking, property or securities, and to the extent that they have 
the force of law, tariffs, directives, policies, guidelines, notices and protocols of any Governmental 
Entity, as amended, including, without limitation, all applicable federal, provincial, municipal and 
local zoning, environmental, controlled substance laws and regulations and other lawful 
requirements of any governmental or regulatory body, including, but not limited, to relevant 
permits and licenses. 

"Listing Statement" means this Listing Statement of the Issuer including the Appendices hereto. 

"Makena" or "Issuer" means Makena Resources Inc., a corporation existing under the BCBCA. 
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"Makena Annual Financial Statements" means the audited statements of income, retained 
earnings and cash flows for Makena, on a consolidated basis, for the financial years ended June 
30, 2018, 2017 and 2016 and an audited balance sheet of Makena, on a consolidated basis, as 
at June 30, 2018, together with the notes thereto and the auditor's report thereon. 

"Makena Annual MD&A" means Makena's management discussion and analysis of the financial 
condition and results of operations of Makena, on a consolidated basis, as at June 30, 2018 and 
for the three and twelve months ended June 30, 2018. 

"Makena Board" means the board of directors of Makena as it may be comprised from time to 
time. 

"Makena Continuance" means the continuance of Makena from a corporation incorporated 
under the BCBCA to a corporation continued under the ABCA pursuant to Section 308 of the 
BCBCA and Section 188 of the ABCA, such continuance to be effective on the filing of the Articles 
of Continuance by Makena and the issuance of a certificate of continuance by the Registrar. 

"Makena Continuance Resolution" means the special resolution of the Makena Shareholders 
approving the Makena Continuance to be considered at the Makena Meeting. 

"Makena Interim Financial Statements" means the unaudited interim condensed financial 
statements of Makena, on a consolidated basis, as at December 31, 2018 and for the three and 
six month period ended December 31, 2018, together with the notes thereto. 

"Makena Interim MD&A" means Makena's management's discussion and analysis of the 
financial condition and results of operations of Makena, on a consolidated basis, as at December 
31, 2018 and for the three and six month period ended December 31, 2018. 

"Makena Meeting" means the special meeting of Makena Shareholders to consider the Makena 
Continuance Resolution and related matters, and any adjournment(s) thereof. 

"Makena Options" means stock options issued by Makena, each such option entitling the holder 
thereof to acquire one Makena Share for the exercise price set forth therein. 

"Makena Preferred Shares" means the Class A preferred shares in the capital of Makena. 

"Makena Resolutions" means the Makena Continuance Resolution and the Makena Written 
Resolution. 

"Makena Shareholders" means the registered holders of Makena Shares. 

"Makena Shares" means common shares of Makena and includes Willow Shares upon 
completion of the Arrangement, as applicable. 

"Makena Subsidiaries" means Canasia and 117 Ltd. and "Makena Subsidiary" means either 
one of them. 

"Makena Units" means units of Makena to be issued pursuant to the Private Placement. 

"Makena Warrants" means common share purchase warrants issued by Makena, each such 
warrant entitling the holder thereof to acquire one Makena Share for the exercise price set forth 
therein. 

"Makena Written Resolution" means the ordinary resolution of Makena Shareholders in respect 
of the Fundamental Change of Makena by way of the Arrangement signed by 50% plus one of 
the Makena Shareholders substantially in the form set forth in Schedule C of the Arrangement 
Agreement. 

"Market Price" means the 20-day volume weighted average trading price of the Makena Shares 
on the CSE. 
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"Material Adverse Effect" means any change, event, occurrence, effect, state of facts or 
circumstance that, individually or in the aggregate with other such changes, events, occurrences, 
effects, state of facts or circumstances is or could reasonably be expected to be material and 
adverse to the current and future business, operations, results of operations, assets, properties, 
capitalization, condition (financial or otherwise) or liabilities (contingent or otherwise) of a Party, 
except any such change, event, occurrence, effect, state of facts or circumstance resulting from:  
(a) any change affecting the cannabis industry as a whole that would make it impractical or 
unprofitable to continue the current or proposed business of a Party; (b) any change in global, 
national or regional political conditions (including the outbreak or escalation of war or acts of 
terrorism) or in general economic, business, regulatory, political or market conditions or in national 
or global financial or capital markets; (c) any adoption, proposal, implementation or change in 
Law or any interpretation of Law by any Governmental Entity; (d) any change in GAAP applicable 
to such Party; (e) the failure by such Party to meet any internal projections, forecasts, guidance 
or estimates of revenues or earnings (it being understood that the cause underlying any such 
failure may be taken into account in determining whether a Material Adverse Effect has occurred; 
specifically, whether the failure was outside of the control of such Party); (f) the announcement of 
the Arrangement Agreement or the transactions contemplated thereby; (g) any changes in the 
trading price or trading volumes of the securities of Makena; (h) any action taken (or omitted to 
be taken) by such Party upon the written request of another Party or that is consented to by the 
other Parties expressly in writing; or (i) any matter which has been disclosed by either party in the 
disclosure letters provided pursuant to the Arrangement Agreement, provided, however, that with 
respect to clauses (a) through to and including (e), such matter does not have a materially 
disproportionate effect on such Party, relative to other comparable companies and entities 
operating in the industry in which such Party operates; 

"Meetings" means, together, the BioCan Meeting and the Makena Meeting to consider, among 
other things, the BioCan Resolutions and the Makena Continuance Resolution, as the case may 
be, and any adjournment thereof and "Meeting" means, as applicable, the BioCan Meeting or the 
Makena Meeting.  

"MI 61-101" means Multilateral Instrument 61-101 – Protection of Minority Security Holders in 
Special Transactions. 

"New Board" means Dr. Joseph Tucker (Executive Chairman), Trevor Peters, Dr. Peter Seufer-
Wasserthal, Sadiq H. Lalani, Donald Archibald, Dr. Fotis Kalantzis and Al Foreman. 

"New Management Team" means Trevor Peters as President and Chief Executive Officer, Travis 
Doupe as Chief Financial Officer, Dr. Peter Facchini as Chief Scientific Officer, Jerry Ericsson as 
Vice President, Operations, Dr. Jillian Hagel as Vice President, Applied Science, Dr. Mathias 
Schuetz as Vice President, Research and Development and Sanjib (Sony) Gill as Corporate 
Secretary. 

"NI 52-110" means National Instrument 52-110 – Audit Committees. 

"NP 46-201" means National Policy 46-201 – Escrow for Initial Public Offerings. 

"Option Plan" means the stock option plan of the Issuer. 

"Options" means the stock options of the Issuer to be granted pursuant to the Option Plan. 

"Parties" means, collectively, BioCan, Makena and Epimeron, and "Party" means any one of 
them. 

"Person" includes any individual, partnership, association, body corporate, organization, trust, 
estate, trustee, executor, administrator, legal representative, government (including 
Governmental Entity), syndicate or other entity, whether or not having legal status. 
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"Plan of Arrangement" means the plan of arrangement under the ABCA pursuant to which 
Makena will acquire all of the issued and outstanding BioCan Shares and Epimeron Shares and 
certain other transactions will be completed, all on the terms and conditions described in the 
Arrangement Agreement, which plan of arrangement shall be substantially in the form set out in 
Schedule B to the Arrangement Agreement, as such plan of arrangement may be amended or 
supplemented from time to time in accordance with the Arrangement Agreement. 

"Private Placement" means the non-brokered private placement of Makena Shares and Makena 
Units for an aggregate of $28.5 million at a price of $0.035 per Makena Share or Makena Unit to 
be completed at the Effective Time. 

"promoter" has the meaning ascribed thereto in the Securities Act (Alberta). 

"Registrar" means the Registrar of Corporations or a Deputy Registrar of Corporations appointed 
under Section 263 of the ABCA. 

"Research Contract" has the meaning ascribed thereto in Section 3.1(c)(iii). 

"Securities Laws" means the Securities Act (Alberta), the U.S. Securities Act, U.S. Exchange 
Act, and any other applicable federal, state and provincial securities Laws in Canada and the 
United States. 

"Serturner" means Serturner Inc. 

"Serturner Vindolon Transaction" has the meaning ascribed thereto in Section 3.1(c)(iii). 

"Transaction" means the Private Placement, the Arrangement and appointment of the New 
Management Team and the New Board. 

"TSXV" means TSX Venture Exchange. 

"Tuatara" means Tuatara Capital, L.P. 

"U of C" means the University of Calgary. 

"UBC" means the University of British Columbia. 

"United States" or "U.S." means the United States of America, its territories and possessions, 
any State of the United States and the District of Colombia. 

"U.S. Exchange Act" means the United States Securities Exchange Act of 1934, as the same 
has been, and hereafter from time to time may be, amended. 

"U.S. Securities Act" means the United States Securities Act of 1933, as the same has been, 
and hereafter from time to time may be, amended. 

"Vindolon" means Vindolon Inc. 

"Willow" means Makena after the completion of the Transaction. 

"Willow Board" means the board of directors of Willow as it may be comprised from time to time. 

"Willow Shares" means the common shares of Willow. 
 
Unless otherwise stated, all sums of money which are referred to in this Listing Statement are 
expressed in lawful money of Canada. 
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2. CORPORATE STRUCTURE 

2.1 Corporate Name and Head and Registered Office 

(a) Issuer 

The full corporate name of the Issuer is "Makena Resources Inc.". The head office of Makena is 
located at Suite 1470, 701 West Georgia Street, Vancouver, British Columbia V7Y 1C6. The 
registered office of Makena is located at Suite 800 – 885 West Georgia Street, Vancouver, British 
Columbia V6C 3H1. 

Makena was incorporated on April 15, 1981, under the BCBCA as "Haultain Resources Inc." On 
September 19, 1986, Haultain Resources Inc. changed its name to "Canasia Industries 
Corporation". On February 5, 1992, Canasia Industries Corporation increased its authorized 
capital from 10,000,000 common shares to 100,000,000 common shares without par value. 
Further, on March 12, 2008, Canasia Industries Corporation increased its authorized capital from 
100,000,000 common shares without par value to an unlimited number of common shares without 
par value (otherwise referred to in this Listing Statement as Makena Shares) and an unlimited 
number of class A preference shares without par value (otherwise referred to in this Listing 
Statement as Makena Preferred Shares). On January 23, 2013, Canasia Industries Corporation 
changed its name to "Makena Resources Inc." On March 24, 2017, Makena consolidated its 
issued and outstanding Makena Shares on the basis of twenty (20) pre-consolidation Makena 
Shares for one (1) post-consolidation Makena Share. 

(b) BioCan 

The full corporate name of BioCan is "BioCan Technologies Inc.". The head office of BioCan is 
located at 202, 1201 – 5th Street S.W., Calgary, Alberta, T2R 0Y6.  The registered office of 
BioCan is located at Suite 4000, 421 – 7th Avenue S.W., Calgary, Alberta, T2P 4K9. 

BioCan was incorporated on February 24, 2012 as "Dover Capital Inc." under the BCBCA.  On 
July 3, 2014, BioCan changed its name to "Gran Toro Energy Inc." and on October 21, 2014 
changed its name to "Torenco Energy Inc."  On October 22, 2014, BioCan continued out of British 
Columbia and into the jurisdiction of Canada under the CBCA.  On August 31, 2017, BioCan 
changed its name to "BioCan Technologies Inc." 

(c) Epimeron 

The full corporate name of Epimeron is "Epimeron Inc.". The head office of Epimeron is located 
at Suite 120, 4828 Richard Road S.W., Calgary, Alberta, T3E 6L1.  The registered office of 
Epimeron is located at Suite 120, 4828 Richard Road S.W., Calgary, Alberta, T3E 6L1. 

Epimeron was incorporated on March 10, 2014 under the ABCA. 

2.2 Jurisdiction of Incorporation 

The Issuer was incorporated in British Columbia under the BCBCA on April 15, 1981. 

BioCan was continued into the jurisdiction of Canada under the CBCA on October 22, 2014. 

Epimeron was incorporated in Alberta under the ABCA on March 10, 2014. 
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2.3 Intercorporate Relationships 

(a) Issuer 

Makena has two subsidiaries, namely, Canasia and 117 Ltd. 

The corporate structure is as follows: 

 

Note: 
(1) On October 1, 2018, Canasia Clone Property Corp. and Barker Cariboo Gold Corp. were amalgamated to 

form Canasia. 
(2) No restricted shares of Canasia or 117 Ltd. are outstanding. 

It is expected that, prior to the Transaction, Makena will sell its interest in Canasia and 117 Ltd. 
to an arm's length third party. 

(b) BioCan 

BioCan does not have any subsidiaries. 

(c) Epimeron 

Epimeron has three wholly-owned subsidiaries, being Serturner, Vindolon and Epimeron USA. 

The corporate structure is as follows: 

 

Note: 
(1) On December 11, 2018, Epimeron acquired all of the outstanding common shares of Serturner and Vindolon 

in consideration for the issuance of a total of 84,701 Epimeron Shares and Serturner and Vindolon became 
wholly-owned subsidiaries of Epimeron. As of the date hereof, all three subsidiaries are 100% owned by 
Epimeron. 

(2) No restricted shares of Serturner, Vindolon or Epimeron USA are outstanding. 

Makena Resources Inc. 
(BCBCA) 

1174697 B.C. Ltd. 
(BCBCA) 

Canasia Clone Property Corp.(1) 
(BCBCA) 

100% 100% 



- 10 - 

  

2.4 Fundamental Change 

The Issuer is a Canadian-based junior mining exploration company focused on creating 
shareholder value through discoveries and strategic development of its assets in Canada, and is 
currently listed on the CSE under the symbol "MKNA".  

The Transaction will constitute a Fundamental Change, and will transition the Issuer from a junior 
mining exploration company to a biotechnology company focused on cannabinoid biosynthetic 
production. The Issuer intends to dispose of its mineral assets prior to completion of the 
Transaction through the sale of the Makena Subsidiaries and the residual mining assets owned 
directly by Makena. As such, upon completion of the Arrangement, Willow will have no material 
subsidiaries other than BioCan and Epimeron. The disposal of Makena's mining assets is a 
condition precedent to the Arrangement. 

Pursuant to the Arrangement: (a) all outstanding BioCan Shares will be transferred to Makena in 
exchange for 7.301 Makena Shares per BioCan Share (other than in respect of BioCan Shares 
held by Dissenting BioCan Shareholders); and (b) all outstanding Epimeron Shares will be 
transferred to Makena in exchange for 577.153 Makena Shares per Epimeron Share. 

Upon completion of the Arrangement, it is expected that the Willow Board will change the 
corporate name of Makena to "Willow Biosciences Inc.". 

Assuming that: (a) there are no Dissenting BioCan Shareholders; (b) all of the Epimeron Options 
are exercised prior to the Effective Time; and (c) none of the BioCan Warrants are exercised prior 
to the Effective Time, it is anticipated that, to effect the Arrangement, Makena will be required to 
issue an aggregate of approximately 857 million Makena Shares in exchange for all of the 
outstanding BioCan Shares and Epimeron Shares.  

There are currently 35,246,184 Makena Shares, 18,243,708 Makena Warrants and 937,250 
Makena Options issued and outstanding. Pursuant to the Arrangement, all outstanding Makena 
Options will vest and become exercisable until the date that is 30 days following the Effective 
Date, at which time, all outstanding Makena Options shall be cancelled. Assuming the exercise 
of all existing Makena Options and Makena Warrants and proceeds of $28.5 million from the 
Private Placement, and including the Makena Shares to be issued in connection with the 
Arrangement, there will be approximately 1,708,500,005 Makena Shares outstanding at the 
Effective Time. 

If the Arrangement is completed as contemplated, it is expected that former BioCan Shareholders, 
former Epimeron Shareholders and Makena Shareholders (excluding subscribers under the 
Private Placement) will own approximately 24.8%, 24.8% and 2.1%, respectively, of the 
outstanding Willow Shares (on a non-diluted basis) subsequent to the Arrangement. 

2.5 Non-Corporate Issuers or Issuers Incorporated Outside of Canada 

Not applicable. 
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3. GENERAL DEVELOPMENT OF THE BUSINESS 

3.1 Three Year History 

(a) Issuer 

(i) History and Development of Makena's Mineral Properties 

In June 2016, Makena acquired all of the issued and outstanding common shares of DB Diamond 
Holdings Inc., which held a 100% interest in prospective diamond claims in the Athabasca region 
of Saskatchewan (the "DB Diamond Claims"). In August 2016, Makena acquired all of the issued 
and outstanding common shares of Bachman Lithium Corp., which held certain mineral claims in 
the Abitibi area of Quebec. During the financial year ended June 30, 2018, Makena relinquished 
or reduced the size of certain of the Bachman mineral claims. Additional funds would need to be 
raised, through equity financings, shareholder loans or otherwise, to continue exploration on this 
property. DB Diamond Holdings Inc. and Bachman Lithium Corp. were both amalgamated with 
Canasia on July 1, 2017. The claims held by each of Bachman Lithium Corp. and DB Diamond 
Holdings Inc. became the property of Canasia. In September 2018, Makena relinquished the DB 
Diamond Claims in Saskatchewan.  

Pursuant to a purchase agreement with Sunvest Minerals Corp. dated as of September 26, 2017, 
Makena sold all of its right, title and interest in and to its undivided 50% interest in the Clone 
mineral claims situated in the Skeena Mining Division of Northwestern British Columbia. 

In December 2017, Makena acquired all of the issued and outstanding shares of Barker Cariboo 
Gold Corp., which held certain mineral claims in the Cariboo region of British Columbia. These 
claims were forfeited in April 2018. 

In May 2018, Makena acquired a 100% interest in 641 hectares of land prospective for gold in the 
Cariboo region of British Columbia. During the three months ended September 30, 2018, 29 soil 
samples were collected along a north-south trending road over a distance of 750 metres at an 
elevation of 1,100 meters. The samples were analyzed for 34 elements and the results consisted 
of certain samples returning results between 5 and 50 parts per billion for one type of mineral, 
and 60 to 70 parts per million of another mineral. The potential quantity and grade of the identified 
minerals is conceptual in nature. Additional exploration would be required to determine if a mineral 
resource can be delineated . This claim is in good standing until April 18, 2019. In order to renew 
this claim for another year, Makena is required to spend no less than $3,207 in exploration or pay 
cash in the amount of $6,414 by April 18, 2019. Additional funds would need to be raised, through 
equity financings, shareholder loans or otherwise, to continue exploration on this property.  

In August 2018, Makena acquired all of the issued and outstanding common shares of 117 Ltd., 
which held an interest in the Moosehead Northeast claims located in Central Newfoundland. 
Twenty-five of 117 Ltd.'s claims are in good standing until August 30, 2019. Makena is required 
to incur a minimum of $5,000 in exploration on these claims by August 30, 2019. Renewal fees 
associated with these claims are $625 to be paid by August 30, 2023. Additional funds would 
need to be raised, through equity financings, shareholder loans or otherwise, to continue 
exploration on this property. 
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(ii) Recent Developments 

On December 20, 2018, Makena announced the Transaction and the execution of a letter of intent 
with BioCan and Epimeron dated December 19, 2018, pursuant to which Makena will: (a) acquire 
all of the: (i) BioCan Shares; and (ii) Epimeron Shares through the issuance of an aggregate of 
approximately 857 million Makena Shares for a total transaction value of $30.0 million; and (b) 
complete a business combination with BioCan and Epimeron pursuant to the Arrangement which 
will result in the combination of Makena, BioCan and Epimeron under the name "Willow 
Biosciences Inc.". 

On February 7, 2019, BioCan and Epimeron obtained the Interim Order providing for the calling 
and holding of the BioCan Meeting, approval of the Epimeron Written Resolution and other 
procedural matters. A copy of the Interim Order is set forth in Appendix E of the Information 
Circular, which is available at www.sedar.com. 

On March 22, 2019, Makena, BioCan and Epimeron executed the Arrangement Agreement. 

Subject to all conditions precedent to the Arrangement as set forth in the Arrangement Agreement 
being satisfied or waived by the appropriate Party, the Arrangement will become effective upon 
the Effective Date. Subject to the terms of the Arrangement Agreement, if the BioCan Resolutions 
are approved at the BioCan Meeting and the Epimeron Written Resolution is approved by 
Epimeron Shareholders, BioCan and Epimeron will make an application to the Court for the Final 
Order on April 12, 2019. 

(b) BioCan 

(i) Financial Year Ended December 31, 2016 

During 2016, BioCan was focused on evaluating oil and gas opportunities and qualifying on 
bidding on properties in strategic countries.  No events occurred that influenced the general 
development of BioCan. 

(ii) Financial Year Ended December 31, 2017 

In 2017, BioCan changed its focus to that of a biotech company focused on ancillary products 
and services for the cannabis industry. 

In August 2017, BioCan: (i) completed a private placement of 4,504,112 BioCan Shares at a price 
of $0.10 per BioCan Share for gross proceeds of $450,411.20; and (ii) issued 10,000,000 BioCan 
Options to certain employees, exercisable immediately, at a price of $0.0001 with an expiry date 
of July 31, 2020.  These BioCan Options were exercised during the year ended December 31, 
2017. 

In October 2017, BioCan completed a private placement of 1,500,000 BioCan Shares at a price 
of $0.10 per BioCan Share for gross proceeds of $150,000. 

In November 2017, BioCan issued 7,816,320 BioCan Warrants to certain employees and 
directors.  These BioCan Warrants were cancelled on June 14, 2018.  In the same month, BioCan 
issued 4,000,000 BioCan Options to certain employees and directors, exercisable immediately, 
at a price of $0.0001 with an expiry date of November 6, 2024.  These BioCan Options were 
exercised in January 2018. 
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In December 2017, BioCan leased its private laboratory and research facility in Burnaby, BC (the 
"Burnaby Lab") and entered into a contribution agreement with MITACS Canada to support up 
to 50% of the employment and research costs of three postdoctoral fellows who will be partially 
based at UBC (the "MITACS Agreement"). Pursuant to the MITACS Agreement, BioCan retains 
sole ownership of any intellectual property that is jointly developed. In the same month, BioCan 
completed a private placement of 3,895,000 BioCan Shares at a price of $0.10 per BioCan Share 
for gross proceeds of $389,500. 

(iii) Financial Year Ended December 31, 2018 

In January 2018, BioCan completed a private placement of 650,000 BioCan Shares at a price of 
$0.10 per BioCan Share for gross proceeds of $65,000.  In the same month, BioCan issued 
250,000 BioCan Options to a director, exercisable immediately, at a price of $0.10 with an expiry 
date of January 12, 2023.  These BioCan Options were exercised in February 2019. 

In March 2018, BioCan completed a private placement of 1,250,000 BioCan Shares at a price of 
$0.10 per BioCan Share for gross proceeds of $125,000. 

In May 2018, BioCan issued 1,250,000 BioCan Warrants to certain employees.  The BioCan 
Warrants are allocated in three tranches of 416,667 BioCan Warrants with an exercise price of 
$0.25 per BioCan Share and expire on May 3, 2023. Each tranche vests when the share price of 
BioCan Shares reaches $0.50, $0.75 and $1.00 per BioCan Share, respectively. 

In June 2018, BioCan completed renovations of the Burnaby Lab to meet the physical security 
and operational requirements of Health Canada's Analytical and Research Licenses. In the same 
month, BioCan cancelled 7,816,320 BioCan Warrants that had been issued to employees and 
directors on November 6, 2017. 

In July 2018, BioCan closed the first tranche of a private placement by issuing 1,766,000 units at 
a price of $0.40 per unit. Each unit consisted of one BioCan Share and one BioCan Warrant with 
each BioCan Warrant entitling the holder thereof to purchase one BioCan Share at an exercise 
price of $0.60, valid for 18 months.  In August 2018, BioCan closed the second and final tranche 
of the private placement by issuing 1,516,667 units at a price of $0.30 per unit. Each unit consisted 
of one BioCan Share and one BioCan Warrant with each BioCan Warrant entitling the holder 
thereof to purchase one BioCan Share at an exercise price of $0.45, valid for 18 months.  The 
second tranche trigged a re-pricing of the first tranche which resulted in the issuance of an 
additional 588,687 BioCan Shares and BioCan Warrants with an exercise price of $0.45 per 
BioCan Share, valid for 18 months from the closing of the first tranche. Existing BioCan Warrants 
issued from the first tranche were also repriced to $0.45 per BioCan Share.  Total combined gross 
proceeds from both tranches was $1,161,400, with costs of $11,085. 

On December 20, 2018, BioCan executed a letter of intent with Makena and Epimeron, pursuant 
to which and as part of the Transaction, Makena will: (a) acquire all of the: (i) BioCan Shares; and 
(ii) Epimeron Shares through the issuance of an aggregate of approximately 857 million Makena 
Shares for a total transaction value of $30.0 million; and (b) complete a business combination 
with BioCan and Epimeron pursuant to the Arrangement which will result in the combination of 
Makena, BioCan and Epimeron under the name "Willow Biosciences Inc.". 

(iv) Recent Developments 

See Section 3.1(a)(ii), above. 
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(c) Epimeron 

(i) Financial Year Ended December 31, 2016 

In June 2015, Epimeron was retained to scale-up yeast-based thebaine API production to 
commercially viable levels.  Thebaine is the first opiate alkaloid along the biosynthetic pathway 
for morphine and codeine in the opium poppy (Papaver somniferum).  Using discovery biology, 
Epimeron successfully increased thebaine API yields to commercially viable levels.  Epimeron 
discovered and patented two previously unknown steps in the opium poppy pathway and multiple 
additional accessory genes.  Epimeron also rebuilt patented known genes to significantly improve 
function.  The thebaine producing strain is now undergoing process scale up for commercial 
manufacture. 

On June 17, 2016, Epimeron assigned its right and title in certain assets and patents (the 
"Serturner IP") to Serturner, a wholly-owned subsidiary of Epimeron, which in turn licensed 
certain assets and patents to Epimeron.  Epimeron and Serturner entered into an intellectual 
property assignment agreement whereby Epimeron would transfer certain technology to 
Serturner in exchange for shares in the capital of Serturner.  Those shares were then issued to 
Epimeron's shareholders as an in-kind dividend. The inventions assigned to Serturner are related 
conceptually to Epimeron's other technologies, in that they are similarly directed to capturing novel 
plant genes for deployment in exogenous host systems in order to improve methods of production 
of pharmaceutical compounds.  

On July 6, 2016, Serturner provided Epimeron with a non-exclusive license to utilize and sub-
license certain genomic sequencing data and analysis technology for use in bacteria, fungi and 
yeast for the fermentative production of thebaine or any intermediate of the pathway leading to 
thebaine. Epimeron and Intrexon are currently in discussions with respect to a commercial 
arrangement to permit Intrexon the right to use certain technologies contained in the Serturner IP 
to supplement and enable the use of the technologies developed by Epimeron for Intrexon 
pursuant to the Joint Research Agreement (as described and defined in Material Contracts 
below). 

(ii) Financial Year Ended December 31, 2017 

Epimeron performed research pursuant to the Joint Research Agreement during the 2017 
calendar year. 

(iii) Financial Year Ended December 31, 2018 

On May 1, 2018, Epimeron and the Governors of the U of C entered into a research contract (the 
"Research Contract") whereby the U of C, under the direction of Dr. Peter Facchini, a principal 
shareholder and Chief Scientific Officer of Epimeron, would conduct a research project (the 
"Project").  Epimeron, as sponsor, agreed to make a financial contribution to the cost of the 
Project and in exchange receive access to the Project's results.  The Research Contract is 
effective from July 1, 2018 to June 30, 2020.  Epimeron is to pay the U of C $478,000 for 
undertaking and completing the Project (the "Funds").  Any unspent portion of the Funds 
remaining upon completion of the Project may be used in support of other research activities as 
determined by the U of C and Dr. Facchini.  The U of C owns any equipment purchased with the 
Funds, however all results of the research conducted under the Project will be owned by 
Epimeron.  Epimeron also granted the U of C an irrevocable, world-wide, royalty-free, perpetual 
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non-exclusive right to use the results of the Project in all its forms for any research and academic 
purposes. 

On December 11, 2018, Epimeron acquired all of the outstanding common shares of Serturner 
and Vindolon in consideration for the issuance of a total of 84,701 Epimeron Shares and Serturner 
and Vindolon became wholly-owned subsidiaries of Epimeron (the "Serturner Vindolon 
Transaction"). 

(iv) Recent Developments 

See Section 3.1(a)(ii), above. 

3.2 The Transaction 

On December 20, 2018, Makena announced a series of transformational transactions that will 
ultimately result in the creation of Willow through a business combination involving the Parties. 
Willow will be positioned to become the industry leader in cannabinoid biosynthetic production by 
capturing key intellectual property around the most cost-effective methods to produce 
cannabinoids. See below for a description of the Transaction and related pre-Transaction steps. 

(a) The Continuances 

In connection with the Transaction, BioCan and Makena will complete the BioCan Continuance 
and Makena Continuance, respectively.  The BioCan Continuance will continue BioCan from the 
jurisdiction of the CBCA to the ABCA, immediately after which the Arrangement will be completed.  
The BioCan Continuance is a condition precedent to the Arrangement.  The Makena Continuance 
is not a condition precedent to the Arrangement, but has been proposed by the Makena Board 
for corporate and administrative reasons. The Makena Board is of the view that it would be 
appropriate to continue Makena as an Alberta company upon completion of the Arrangement, 
since the head office of Willow will be located in Alberta and its primary business and most of the 
members of the Willow Board and management are located in Alberta. 

The BioCan Shareholders and Makena Shareholders that oppose the BioCan Continuance and 
Makena Continuance, respectively, may, subject to compliance with certain conditions, dissent 
from the BioCan Continuance and Makena Continuance, respectively. 

(b) The Private Placement 

In conjunction with the closing of the Arrangement, investors will subscribe for an aggregate of 
approximately 814 million Makena Shares or Makena Units at a price of $0.035 per Makena Share 
or Makena Unit, as applicable, for aggregate gross proceeds of $28.5 million. The completion of 
the Private Placement will be concurrent with, and is conditional on, the completion of the 
Arrangement and is expected to occur on or about April 12, 2019.  

Makena Units will be issued to subscribers that are members of the New Management Team and 
the New Board, together with certain additional subscribers identified by such persons. Makena 
Shares will be issued to all other subscribers.  

Each Makena Unit will be comprised of one Makena Share and one performance-based Makena 
Warrant. Each Makena Warrant will entitle the holder to purchase one Makena Share at a price 
of $0.035 for a period of five years. The Makena Warrants will vest and become exercisable as 
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to: (a) one-third upon the Market Price equaling or exceeding $0.0525; (b) an additional one-third 
upon the Market Price equaling or exceeding $0.070; and (c) a final one-third upon the Market 
Price equaling or exceeding $0.0875. In addition, in the event the Market Price equals or exceeds 
$0.140, each Makena Warrant will be exercisable for 1.5 Makena Shares, provided that, at the 
time of exercise in respect of the additional 0.5 of a Makena Share per Makena Warrant, the 
Makena Shares are: (a) listed on the facilities of a recognized stock exchange (other than the 
CSE or the TSXV); (b) acquired for cash; or (c) acquired for the securities of a company listed on 
a recognized stock exchange (other than the CSE or the TSXV). 

It is anticipated that the Private Placement will include an investment of $12.0 million in Makena 
Units by Tuatara, a cannabis-focused private equity firm.  Tuatara's participation in the Private 
Placement will be subject to a number of conditions customary to an investment of this magnitude, 
including the completion of satisfactory due diligence on the Parties and the execution of the 
Investment Agreement.  Pursuant to the Investment Agreement, Tuatara will receive the right to 
nominate one member to the Willow Board and two individuals to observe meetings of the Willow 
Board, and will have the right to participate in future issuances of securities of Willow to maintain 
its pro rata equity ownership of Willow Shares, subject to certain exceptions and Tuatara holding 
at least 10% of the outstanding Willow Shares on a fully-diluted basis at the time of such issuance. 

The net proceeds of the Private Placement will be used to fund the pro forma business plan of 
Willow and for working capital and general corporate purposes. As a condition precedent to the 
Arrangement, the Private Placement must be completed for minimum gross proceeds to Makena 
of no less than $28.5 million. 

(c) The Arrangement 

Pursuant to the Arrangement: (a) all outstanding BioCan Shares will be transferred to Makena in 
exchange for 7.301 Makena Shares per BioCan Share (other than in respect of BioCan Shares 
held by Dissenting BioCan Shareholders); and (b) all outstanding Epimeron Shares will be 
transferred to Makena in exchange for 577.153 Makena Shares per Epimeron Share.  The 
proposed closing date of the Arrangement is April 12, 2019. 

Assuming that: (a) there are no Dissenting BioCan Shareholders; (b) all of the Epimeron Options 
are exercised prior to the Effective Time; and (c) none of the BioCan Warrants are exercised prior 
to the Effective Time, it is anticipated that, to effect the Arrangement, Makena will be required to 
issue an aggregate of approximately 857 million Makena Shares in exchange for all of the 
outstanding BioCan Shares and Epimeron Shares.  

There are currently 35,246,184 Makena Shares, 18,243,708 Makena Warrants and 937,250 
Makena Options issued and outstanding. Pursuant to the Arrangement, all outstanding Makena 
Options will vest and become exercisable until the date that is 30 days following the Effective 
Date, at which time, all outstanding Makena Options shall be cancelled. Assuming the exercise 
of all existing Makena Options and Makena Warrants and proceeds of $28.5 million from the 
Private Placement, and including the Makena Shares to be issued in connection with the 
Arrangement, there will be approximately 1,708,500,005 Makena Shares outstanding at the 
Effective Time. 

If the Arrangement is completed as contemplated, it is expected that former BioCan Shareholders, 
former Epimeron Shareholders and Makena Shareholders (excluding subscribers under the 
Private Placement) will own approximately 24.8%, 24.8% and 2.1%, respectively, of the 
outstanding Makena Shares (on a non-diluted basis) subsequent to the Arrangement. 



- 17 - 

  

Upon completion of the Arrangement, it is expected that the Willow Board will change the 
corporate name of Makena to "Willow Biosciences Inc.". 

(i) Background to the Arrangement 

BioCan entered into a confidentiality agreement with Epimeron on May 16, 2018. Shortly 
thereafter, BioCan began initial discussions with Epimeron's directors and management about the 
possibility of a transaction that would see BioCan and Epimeron combine.  During the fall of 2018, 
BioCan began to explore the potential for a transaction pursuant to which BioCan and Epimeron 
would combine and complete a reverse take-over of a public company and a concurrent equity 
financing. BioCan and Epimeron subsequently engaged in numerous discussions in relation to 
the potential transaction, culminating with a general agreement as to the parameters thereof. 

On September 12, 2018 and December 5, 2018, the BioCan Board met to discuss various matters 
including a presentation by the management of BioCan on the proposed transaction. 
Management and its advisors discussed the potential business combination with Epimeron and a 
public shell and the proposed terms of such business combination. BioCan's management and 
advisors provided a detailed analysis of the assets of BioCan and Epimeron, the due diligence 
process to date and the various opportunities management expected to have as a result of the 
Private Placement and the combination of the BioCan and Epimeron.   

On December 19, 2018, the Parties entered into a non-binding letter of intent that provided for: 
(a) the acquisition by Makena of all of the BioCan Shares and Epimeron Shares through the 
issuance of an aggregate of approximately 857 million Makena Shares for a total transaction value 
of $30.0 million; (b) a business combination between the Parties pursuant to the Plan of 
Arrangement which will result in the creation of Willow; (c) the completion of due diligence and 
the execution of a definitive arrangement agreement; and (d) an exclusivity period in favour of 
BioCan and Epimeron ending on January 31, 2019.  The exclusivity period was extended to March 
29, 2019 pursuant to an amending agreement entered into between the Parties on January 31, 
2019. The valuation of each Party was determined as a result of arm's length negotiations 
between the Parties. 

On February 7, 2019, the Court granted the Interim Order. The Arrangement Agreement was 
executed on March 22, 2019. Makena issued a news release on March 22, 2019 announcing the 
entering into of the Arrangement Agreement. 

(ii) Procedural Steps 

Before the steps of the Arrangement can commence, the BioCan Continuance must take place.  
Commencing at the Effective Time, each of the events set out below will occur and will be deemed 
to occur in the following order without any further act or formality except as otherwise provided in 
the Plan of Arrangement:  

• the BioCan Shares held by Dissenting BioCan Shareholders shall be transferred to  
Makena and cancelled, and such Dissenting BioCan Shareholders shall cease to have 
any rights as BioCan Shareholders, other than the right to be paid the fair value of their 
BioCan Shares by Makena in accordance with their BioCan Dissent Rights; 

• all BioCan Shareholders (other than Dissenting BioCan Shareholders) shall transfer to 
Makena all of the BioCan Shares held by them in exchange for 7.301 Makena Shares for 
each BioCan Share so transferred; 



- 18 - 

  

• all Epimeron Shareholders shall transfer to Makena all of the Epimeron Shares held by 
them in exchange for 577.153 Makena Shares for each Epimeron Share so transferred; 
and 

• the name of Makena shall be changed to "Willow Biosciences Inc." (subject to approval 
from the Makena Board). 

The Arrangement is not a "related party transaction" for the purposes of MI 61-101. 

Pursuant to the terms of the Arrangement Agreement and the CBCA, the BioCan Continuance 
Resolution must be approved by not less than 66⅔% of the votes cast by BioCan Shareholders 
present in person or by proxy at the BioCan Meeting.  Pursuant to the terms of the Interim Order 
and the ABCA, the BioCan Arrangement Resolution must, subject to further orders of the Court, 
be approved by not less than 66⅔% of the votes cast by BioCan Shareholders present in person 
or by proxy at the BioCan Meeting and the Epimeron Written Resolution must be executed and 
delivered by the Epimeron Shareholders. Pursuant to the rules of the CSE, as the Arrangement 
will result in the Fundamental Change of Makena, which must be approved by a simple majority 
of the issued and outstanding Makena Shares. On December 20, 2018, Makena Shareholders 
representing an aggregate of 52.1% of the outstanding Makena Shares executed the Makena 
Written Resolution and approved the Fundamental Change. 

It is also anticipated that the Makena Continuance will occur after the Arrangement.  The Makena 
Shareholders must pass a special resolution authorizing the Makena Continuance.  The Makena 
Continuance Resolution will be considered at the Makena Meeting. 

(iii) Timing 

Subject to all conditions precedent to the Arrangement as set forth in the Arrangement Agreement 
being satisfied or waived by the appropriate Party, the Arrangement will become effective upon 
the Effective Date. If the BioCan Arrangement Resolution is approved at the BioCan Meeting and 
the Epimeron Written Resolution is executed and delivered by the Epimeron Shareholders, as 
required by the Interim Order, BioCan and Epimeron will apply to the Court for the Final Order 
approving the Arrangement. If the Final Order is obtained on or about April 12, 2019, in form and 
substance satisfactory to the Parties and all other conditions specified in the Arrangement 
Agreement are satisfied or waived, the Parties expect the Effective Date will be on or about April 
12, 2019. The Effective Date could be delayed, however, for a number of reasons, including an 
objection before the Court in the hearing of the application for the Final Order. It is a condition to 
the completion of the Arrangement that the Arrangement shall have become effective on or prior 
to April 30, 2019 unless otherwise agreed to by Makena, BioCan and Epimeron. 

(d) The Arrangement Agreement 

The Arrangement Agreement provides for the implementation of the Plan of Arrangement. The 
Arrangement Agreement contains covenants, representations and warranties of and from each 
of BioCan, Epimeron and Makena and various conditions precedent, both mutual and with respect 
to each Party. The following is a summary of certain material provisions of the Arrangement 
Agreement and is not comprehensive but is qualified in its entirety by reference to the full text of 
the Arrangement Agreement and the Plan of Arrangement which are available at www.sedar.com.  

The Arrangement Agreement provides that Makena will acquire all of the outstanding BioCan 
Shares and Epimeron Shares by way of a plan of arrangement under Section 193 of the ABCA 



- 19 - 

  

pursuant to which, on the Effective Date, on the terms and subject to the conditions contained in 
the Plan of Arrangement, each BioCan Shareholder (other than a Dissenting BioCan Shareholder) 
will receive 7.301 Makena Shares for each BioCan Share held, each Epimeron Shareholder will 
receive 577.153 Makena Shares for each Epimeron Share held. Epimeron and BioCan will be 
wholly-owned subsidiaries of Willow. 

(i) Mutual Covenants Regarding the Arrangement 

BioCan, Makena and Epimeron have each given, in favour of the other Parties, usual and 
customary mutual covenants for an agreement of this nature including mutual covenants to 
conduct their respective businesses in the usual and ordinary course and consistent with past 
practices, to use their respective reasonable commercial efforts to satisfy or cause the satisfaction 
of the conditions precedent to their respective obligations under the Arrangement Agreement and 
to take, or cause to be taken, all other actions and to do, or cause to be done, all other things 
necessary, proper or advisable under Law to complete the Arrangement and the Private 
Placement. 

(ii) Covenants Regarding Non Solicitation  

BioCan, Epimeron and Makena have each agreed that: 

• it shall immediately cease and cause to be terminated all existing discussions and 
negotiations (including, without limitation, through any officers, directors, employees, 
representatives, agents, advisors or other parties on its behalf), with any parties (other 
than pursuant to the Arrangement Agreement) with respect to any proposal that 
constitutes, or may reasonably be expected to constitute or lead to an Acquisition 
Proposal; 

• it has not waived any confidentiality, standstill or similar agreement or restriction to which 
it is a party relating to an Acquisition Proposal; 

• it shall take all necessary action to enforce each confidentiality, standstill, use, business 
purpose or similar agreement or restriction to which it is a party; 

• neither it nor any of its representatives will, without the prior written consents of the other 
Parties (which may be withheld or delayed in the other Parties' sole and absolute 
discretion), release any Person from, or waive, amend, suspend or otherwise modify such 
Person's obligations respecting such Party, under any confidentiality, standstill, use, 
business purpose or similar agreement or restriction to which it is a party, it being 
acknowledged and agreed that the automatic termination of any standstill provisions of 
any such agreement or restriction as a result of entering into an announcement of the 
Arrangement Agreement by such Party pursuant to the express terms of any such 
agreement or restriction, shall not be a violation Section 5.1 of the Arrangement 
Agreement by such Party; and 

• it shall not, directly or indirectly, do or authorize or permit any of its officers, directors or 
employees or any financial advisor, expert or other representative retained by it to do, any 
of the following: 

o solicit, assist, initiate, encourage or in any way facilitate (including by way of 
furnishing information, or entering into any form of written or oral agreement, 
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arrangement or understanding), the making of any proposal or offer that 
constitutes or may constitute, or may reasonably be expected to lead to, an 
Acquisition Proposal or inquiries, proposals or offers regarding an Acquisition 
Proposal; 

o enter into or participate in any discussions or negotiations with any Person (other 
than the other Parties) regarding any inquiry, proposal or offer that constitutes or 
may reasonably be expected to constitute or lead to, an Acquisition Proposal; or 

o make a change to the recommendations of the Epimeron Board, BioCan Board 
and the Makena Board in respect of the Arrangement. 

(iii) Representations and Warranties 

Each of BioCan, Epimeron and Makena made certain customary representations and warranties 
related to, among other things, the following: organization and qualification; authority relative to 
the Arrangement Agreement; subsidiaries; no restrictions; no violations; litigation; taxes; 
capitalization; no orders; reports; financial statements; books and records; absence of certain 
changes or events; compliance with laws; restrictions on business activities; non-arm's length 
transactions; real property; personal property; absence of undisclosed liabilities; absence of 
undisclosed changes; no defaults; environmental matters; material contracts; licenses and 
regulatory compliance; employees; IP; brokers and finders; insurance; and no withholding.  

(iv) Mutual Conditions Precedent 

The Arrangement Agreement provides that the respective obligations of the Parties to 
consummate the transactions contemplated in the Arrangement Agreement, and in particular the 
Arrangement, are subject to the satisfaction, on or before the Effective Date or such other time 
specified, of the following conditions: 

• the Makena Written Resolution has been executed by the requisite number of Makena 
Shareholders; 

• the BioCan Resolutions have been approved and adopted by the BioCan Shareholders at 
the BioCan Meeting; 

• the Epimeron Written Resolution has been executed by the Epimeron Shareholders; 

• the Final Order shall have been granted in form and substance satisfactory to BioCan, 
Epimeron and Makena, acting reasonably, and such order shall not have been set aside 
or modified in a manner unacceptable to BioCan, Epimeron and Makena, acting 
reasonably, on appeal or otherwise; 

• the CSE shall have conditionally approved the Arrangement, including, without limitation: 
(a) the Fundamental Change of Makena; (b) this Listing Statement; and (c) the listing of 
the Makena Shares to be issued pursuant to the Arrangement on the CSE; 

• the Private Placement shall have been completed for minimum gross proceeds to Makena 
of no less than $28.5 million; 

• Makena shall have completed the disposition of all of its mining assets; and 
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• no Law is in effect that makes the consummation of the Arrangement illegal or otherwise 
prohibits or enjoins BioCan or Makena from consummating the Arrangement. 

The foregoing conditions are for the mutual benefit of BioCan, Epimeron and Makena and may 
be waived, in whole or in part, by the Parties at any time. If any of the foregoing conditions are 
not satisfied or waived on or before the April 30, 2019 (or such later date as may be agreed to in 
writing by the Parties), then any Party may terminate the Arrangement Agreement as provided in 
Section 7.2 of the Arrangement Agreement (save and except for Sections 7.3, 8.1, 8.2, 8.6, 8.7, 
8.8, 8.11 and 8.12 of the Arrangement Agreement that shall survive such termination and remain 
in full force and effect) by written notice to the other Parties in circumstances where the failure to 
satisfy any such condition is not the result, directly or indirectly, of such terminating Party's breach 
of the Arrangement Agreement. 

(v) Additional Conditions to Obligations of BioCan 

The Arrangement Agreement provides that the obligation of BioCan to consummate the 
transactions contemplated in the Arrangement Agreement, and in particular the Arrangement, is 
subject to the following conditions: 

• the representations and warranties of Makena and Epimeron set forth in the Arrangement 
Agreement shall be true and correct in all material respects as of the date of the 
Arrangement Agreement and as of the Effective Time (except to the extent that such 
representations and warranties speak as of an earlier date, in which event such 
representations and warranties shall be true and correct in all material respects as of such 
earlier date) except for those representations and warranties that are qualified by the 
expression "material", "material adverse change" or "Material Adverse Effect", which shall 
be true and correct as of the date of the Arrangement Agreement and as of the Effective 
Time (except to the extent that such representations and warranties speak as of an earlier 
date, in which event such representations and warranties shall be true and correct as of 
such earlier date); 

• Makena and Epimeron shall have fulfilled or complied in all material respects with each of 
the covenants of Makena and Epimeron, as applicable, contained in the Arrangement 
Agreement to be fulfilled or complied with by them on or prior to the Effective Time; 

• there shall be no action or proceeding (whether, for greater certainty, by a Governmental 
Entity or any other Person other than BioCan) pending or threatened in any jurisdiction to: 
cease trade, enjoin, prohibit, or impose any limitations, damages or conditions on, 
BioCan's ability to acquire, hold, or exercise full rights of ownership over, any Makena 
Shares, including the right to vote the Makena Shares; prohibit or restrict the Arrangement, 
or the ownership or operation by BioCan of a material portion of the business or assets of 
BioCan, or compel BioCan to dispose of or hold separate any material portion of the 
business or assets of BioCan as a result of the Arrangement; or prevent or materially delay 
the consummation of the Arrangement, or if the Arrangement is consummated, have a 
Material Adverse Effect; 

• all regulatory approvals and all other third party consents, waivers, permits, orders and 
approvals that are necessary, proper or advisable to consummate the Arrangement and 
the failure of which to obtain individually or in the aggregate, would be reasonably 
expected to have a Material Adverse Effect, shall have been obtained or received on terms 
that are acceptable to BioCan, acting reasonably; 
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• each of the directors and officers of Makena shall have provided his resignation and each 
such director and officer shall have delivered a mutual release in favour of BioCan, 
Epimeron and Makena, in a form satisfactory to BioCan, acting reasonably;  

• at the Effective Time, the current directors and officers of Makena shall have resigned and 
the members of the New Management Team and New Board shall have been appointed 
as directors and officers of Makena; and 

• since the date of the Arrangement Agreement, there shall have not occurred and be 
continuing a Material Adverse Effect with respect to Makena. 

The foregoing conditions are for the exclusive benefit of BioCan and may be asserted by BioCan 
regardless of the circumstances or may be waived by BioCan in its sole discretion, in whole or in 
part, at any time and from time to time without prejudice to any other rights that BioCan may have. 
If any of the foregoing conditions are not satisfied or waived, BioCan may, in addition to any other 
remedies it may have at law or equity, terminate the Arrangement Agreement as provided in 
Section 7.2(1)(c)(i) of the Arrangement Agreement (save and except for Sections 7.3, 8.1, 8.2, 
8.6, 8.7, 8.8, 8.11 and 8.12 of the Arrangement Agreement that shall survive such termination 
and remain in full force and effect). 

(vi) Additional Conditions to Obligations of Makena 

The Arrangement Agreement provides that the obligation of Makena to consummate the 
transactions contemplated in the Arrangement Agreement, and in particular the Arrangement, is 
subject to the following conditions: 

• the representations and warranties of BioCan and Epimeron set forth in the Arrangement 
Agreement shall be true and correct in all material respects as of the date of the 
Arrangement Agreement and as of the Effective Time (except to the extent that such 
representations and warranties speak as of an earlier date, in which event such 
representations and warranties shall be true and correct in all material respects as of such 
earlier date) except for those representations and warranties that are qualified by the 
expression "material", "material adverse change" or "Material Adverse Effect", which shall 
be true and correct as of the date of the Arrangement Agreement and as of the Effective 
Time (except to the extent that such representations and warranties speak as of an earlier 
date, in which event such representations and warranties shall be true and correct as of 
such earlier date); 

• BioCan and Epimeron shall have fulfilled or complied in all material respects with each of 
the covenants of BioCan and Epimeron, as applicable, contained in the Arrangement 
Agreement to be fulfilled or complied with by them on or prior to the Effective Time; 

• there shall be no action or proceeding (whether, for greater certainty, by a Governmental 
Entity or any other Person other than Makena or the Makena Subsidiaries) pending or 
threatened in any jurisdiction to: prohibit or restrict the Arrangement, or the ownership or 
operation by Makena of a material portion of the business or assets of Makena, or compel 
Makena to dispose of or hold separate any material portion of the business or assets of 
Makena as a result of the Arrangement; or prevent or materially delay the consummation 
of the Arrangement, or if the Arrangement is consummated, have a Material Adverse 
Effect; 
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• all regulatory approvals and all other third party consents, waivers, permits, orders and 
approvals that are necessary, proper or advisable to consummate the Arrangement and 
the failure of which to obtain individually or in the aggregate, would be reasonably 
expected to have a Material Adverse Effect, shall have been obtained or received on terms 
that are acceptable to Makena, acting reasonably; 

• BioCan Shareholders holding not more than 5.0% of the BioCan Shares then outstanding 
shall have validly exercised, and not withdrawn, BioCan Dissent Rights, and BioCan shall 
have provided to Makena and Epimeron a certificate of a senior officer certifying (without 
personal liability) such facts on the Effective Date with respect to BioCan; and 

• since the date of the Arrangement Agreement, there shall have not occurred and be 
continuing a Material Adverse Effect with respect to BioCan. 

The foregoing conditions are for the exclusive benefit of Makena and may be asserted by Makena 
regardless of the circumstances or may be waived by Makena in its sole discretion, in whole or in 
part, at any time and from time to time without prejudice to any other rights that Makena may 
have. If any of the foregoing conditions are not satisfied or waived, Makena may, in addition to 
any other remedies it may have at law or equity, terminate the Arrangement Agreement as 
provided in 7.2(1)(d)(i) of the Arrangement Agreement (save and except for Sections 7.3, 8.1, 8.2, 
8.6, 8.7, 8.8, 8.11 and 8.12 of the Arrangement Agreement that shall survive such termination 
and remain in full force and effect). 

(vii) Additional Conditions to Obligations of Epimeron 

The Arrangement Agreement provides that the obligation of Epimeron to consummate the 
transactions contemplated in the Arrangement Agreement, and in particular the Arrangement, is 
subject to the following conditions: 

• the representations and warranties of Makena and BioCan set forth in the Arrangement 
Agreement shall be true and correct in all material respects as of the date of the 
Arrangement Agreement and as of the Effective Time (except to the extent that such 
representations and warranties speak as of an earlier date, in which event such 
representations and warranties shall be true and correct in all material respects as of such 
earlier date) except for those representations and warranties that are qualified by the 
expression "material", "material adverse change" or "Material Adverse Effect", which shall 
be true and correct as of the date of the Arrangement Agreement and as of the Effective 
Time (except to the extent that such representations and warranties speak as of an earlier 
date, in which event such representations and warranties shall be true and correct as of 
such earlier date); 

• Makena and BioCan shall have fulfilled or complied in all material respects with each of 
the covenants of Makena and BioCan, as applicable, contained in the Arrangement 
Agreement to be fulfilled or complied with by them on or prior to the Effective Time; 

• there shall be no action or proceeding (whether, for greater certainty, by a Governmental 
Entity or any other Person other than Epimeron) pending or threatened in any jurisdiction 
to: cease trade, enjoin, prohibit, or impose any limitations, damages or conditions on, 
Epimeron's ability to acquire, hold, or exercise full rights of ownership over, any Makena 
Shares, including the right to vote the Makena Shares; prohibit or restrict the Arrangement, 
or the ownership or operation by Epimeron of a material portion of the business or assets 
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of Epimeron, or compel Epimeron to dispose of or hold separate any material portion of 
the business or assets of Epimeron as a result of the Arrangement; or prevent or materially 
delay the consummation of the Arrangement, or if the Arrangement is consummated, have 
a Material Adverse Effect; 

• all regulatory approvals and all other third party consents, waivers, permits, orders and 
approvals that are necessary, proper or advisable to consummate the Arrangement and 
the failure of which to obtain individually or in the aggregate, would be reasonably 
expected to have a Material Adverse Effect, shall have been obtained or received on terms 
that are acceptable to Epimeron, acting reasonably; 

• each of the directors and officers of Makena shall have provided his resignation and each 
such director and officer shall have delivered a mutual release in favour of BioCan, 
Epimeron and Makena, in a form satisfactory to Epimeron, acting reasonably;  

• at the Effective Time, the current directors and officers of Makena shall have resigned and 
the members of the New Management Team and New Board shall have been appointed 
as directors and officers of Makena; and 

• since the date of the Arrangement Agreement, there shall have not occurred and be 
continuing a Material Adverse Effect with respect to Makena. 

The foregoing conditions are for the exclusive benefit of Epimeron and may be asserted by 
Epimeron regardless of the circumstances or may be waived by Epimeron in its sole discretion, 
in whole or in part, at any time and from time to time without prejudice to any other rights that 
Epimeron may have. If any of the foregoing conditions are not satisfied or waived, Epimeron may, 
in addition to any other remedies it may have at law or equity, terminate the Arrangement 
Agreement as provided in Section 7.2(1)(e)(i) of the Arrangement Agreement (save and except 
for Sections 7.3, 8.1, 8.2, 8.6, 8.7, 8.8, 8.11 and 8.12 of the Arrangement Agreement that shall 
survive such termination and remain in full force and effect). 

(viii) Termination of the Arrangement Agreement 

The Arrangement Agreement may be terminated at any time prior to the Effective Date: (a) by 
mutual written consent of the Parties; and (b) as provided in Sections 7.2(1)(b), 7.2(1)(c), 7.2(1)(d) 
and 7.2(1)(e) of the Arrangement Agreement. 

In the event of the termination of the Arrangement Agreement in the circumstances set out above, 
the Arrangement Agreement shall forthwith become void and no Party shall have any liability or 
further obligation to and of the other Parties thereunder except as provided in Sections 7.3, 8.1, 
8.2, 8.6, 8.7, 8.8, 8.11 and 8.12 of the Arrangement Agreement and each Party's obligations under 
the Confidentiality Agreements that shall survive such termination, and provided that neither the 
termination of the Arrangement Agreement nor anything contained in Section 7.2 of the 
Arrangement Agreement shall relieve any Party from any liability for any breach by it of the 
Arrangement Agreement, including from any inaccuracy in any of its representations and 
warranties and any non-performance by it of its covenants made in the Arrangement Agreement, 
prior to the date of such termination. 
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(ix) Indemnities 

Makena agreed that it and BioCan and Epimeron and their respective successors shall not take 
any action to terminate or materially adversely affect, and will fulfill its obligations pursuant to, 
indemnities provided or available to or in favour of past and present officers and directors of 
Makena pursuant to the provisions of the Constating Documents of Makena, applicable corporate 
legislation and any written indemnity agreements which have been entered into between Makena 
and its current officers and directors effective on or prior to the date of the Arrangement 
Agreement. 

Prior to the Effective Date, Makena shall be entitled to secure "run off" directors' and officers' 
liability insurance for the current officers and directors of Makena that covers claims made prior 
to or within six years after the Effective Date with a scope and coverage comparable to that 
provided pursuant to Makena's current directors' and officers' insurance policy and BioCan and 
Epimeron agreed to not take or permit any action to be taken by or on behalf of Makena to 
terminate or adversely affect such directors' and officers' insurance secured in accordance with 
Section 2.7(2) of the Arrangement Agreement. 

(x) Amendments 

The Arrangement Agreement may be amended by written agreement of all of the Parties. 

3.3 Trends, Commitments, Events or Uncertainties 

The most significant trends and uncertainties which the Issuer expects could impact Willow's 
business and financial condition are: (i) the changing legal and regulatory regime which regulates 
the production and sale of cannabis and cannabis-related products; (ii) the ability of companies 
to raise adequate capital, and if obtained, use such capital to carry out their business objectives 
effectively; and (iii) the shifting public perception of medical and recreational cannabis in Canada, 
the United States and globally.  

There are significant risks associated with the business of Willow, as described above and in 
Section 17 – Risk Factors.  Readers are strongly encouraged to carefully read all of the risk factors 
contained in that section. 

4. NARRATIVE DESCRIPTION OF THE BUSINESS 

4.1 General Description of the Issuer 

(a) Description of the Business 

Makena is a mineral exploration issuer engaged in the business of the acquisition, exploration 
and, if warranted, development of mineral properties. Makena has conducted limited exploration 
on its mineral properties to date, due to, among other things, the uncertainties associated with 
the prices of precious and base metals and other minerals, restrictions on accessing the mineral 
properties due to climate issues, the availability of equity financing for the purposes of mineral 
exploration and development and the global economic climate. See Section 3.1(a)(i) for a 
discussion of Makena's current mineral properties on a property by property basis, which will be 
disposed of prior to completion of the Transaction. 
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Upon completion of the Transaction, Makena will transition to Willow, a biotechnology company 
focused on cannabinoid biosynthetic production. For more information on Willow, see Section 4.4. 

(b) Employees 

As at the date of this Listing Statement, Makena has no employees.  See Schedule “G” for more 
information on Makena's executive compensation. 

(c) Bankruptcy and Similar Procedures 

There have been no bankruptcy, receivership or similar proceedings against Makena, or any 
voluntary receivership, bankruptcy or similar proceeding by Makena within its three most recently 
completed financial years or that are proposed for the current financial year. 

(d) Reorganizations 

Other than the Transaction, including the disposal of the Makena Subsidiaries in connection with 
the Transaction, there have been no material restructuring transactions of Makena within its three 
most recently completed financial years or that are proposed for the current financial year. 

4.2 General Description of BioCan 

(a) General 

BioCan is a research and biotechnology company focused on developing technology-enabled 
solutions for cannabis production and quality assurance.  BioCan leverages its expertise in 
molecular genetics to support cultivar development for cannabis and hemp (cannabis sativa) and 
hop (humulus lupulus) plants, both of which are sources of valuable essential oils.  To this end, 
BioCan researches and identifies novel genetic factors required for efficient cannabinoid 
biosynthesis. Much of BioCan's research efforts over the past years has been devoted to the 
biosynthesis of phytocannabinoids to better understand how they can be produced more 
efficiently for the pharmaceutical or fine chemical market. BioCan has established research 
collaborations at UBC and has leased the Burnaby Lab. 

(b) Operations 

The four operating activities of BioCan are: (a) pest management solutions; (b) uniform 
propagation; (c) plant production; and (d) cannabinoid biosynthesis in engineered cells. BioCan 
also plans to establish an analytical testing services platform. 

(i) Pest Management Solutions 

BioCan's pest management solutions project focuses on cultivar development with an emphasis 
on fungal disease resistance traits.  Unlike increased THC content, natural resistance traits for 
fungal diseases such as powdery mildew and botrytis infections have not been selected for in the 
collection of contemporary cannabis 'strains'.  BioCan is developing purpose driven cannabis 
cultivars that have natural disease resistance traits for indoor, greenhouse and outdoor cultivation 
methods.  Compared to over 611 different products registered for use on soybeans or 1,559 for 
use on tobacco, there are currently only 22 pest management products registered for use on 
cannabis plants in Canada.  The lack of pest control products available is a direct result of 
researchers not being able to access the cannabis plant to evaluate the efficacy of the pest control 
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products and to understand the associated health and safety aspects to the consumer.  BioCan 
is leveraging its scientific expertise and experience in developing and registering products with 
Health Canada's Pest Management Regulatory Agency (PMRA) to provide effective tools to 
cannabis cultivators. 

(ii) Uniform Propagation 

BioCan's uniform propagation project focuses on high throughput propagation platforms.  It seeks 
to solve the problem of why producers cannot plant genetically 'identical' cannabis seeds similar 
to what farmers do with other crops such as wheat or corn.  Cannabis plants are annual plants 
meaning their natural life cycle is to reproduce during each growing season by forming seeds that 
will give rise to the next generation.  Each individual cannabis plant is unique due to the highly 
variable genetic makeup (high heterozygosity) of existing cannabis cultivars.  This results in 
genetically distinct plants even when plants are self-pollinated, or when producing 'feminized 
seeds'.  BioCan seeks to develop an alternative to continuous vegetative propagation, or cloning.  
Continuous vegetative propagation of cannabis plants is associated with decreased plant growth, 
hermaphroditism, and decreased yields coining the terms 'clone fatigue' or 'over cloning'.  
Vegetative propagation also increases the ability of plant viruses and other pathogens to spread 
via contaminated clones whereas seeds are easy to sanitize and are less prone to spread 
infections.  As such, BioCan's uniform propagation platform is developing synthetic seed 
technology that will result in genetically homogeneous seeds with predictable characteristics. 

(iii) Plant Production 

BioCan's production platform project seeks to create homogeneous and predictable cannabis 
cultivars.  The accumulation of specialized metabolites (e.g. cannabinoids and terpenes) is highly 
variable between different plants, different regions of the plant, and even among individual 
trichomes.  Environmental factors play an important role in determining the final composition of 
specialized metabolites in plants and are often referred to as terroir.  Terroir is a French term used 
to describe the set of all environmental factors that affect a crops final phenotype and can include 
factors such as light, soil structure, nutrient availability, and the composition of microbial 
communities.  Environmental factors together with the genetic composition of the cannabis plant 
are therefore important determinants in determining certain desirable metabolic profiles.  BioCan 
production platforms are tailored for stable and homogeneous production of cannabinoids, 
terpenoids, and other specialized metabolites for the medical and recreational cannabis market. 

(iv) Cannabinoid Biosynthesis 

BioCan's cannabinoid biosynthesis platform involves the engineering of cannabis and tobacco 
plants cells to produce water-soluble cannabinoids and valuable precursors for cannabinoid 
biosynthesis production (e.g. hexanoic acid). Biosynthesis in plant cell cultures offers numerous 
economic, and logistical advantages over plant production by eliminating the need for large 
facilities, reducing variation in dose effects, and enabling more rigorous research into the effects 
of cannabinoid formulations on medical and lifestyle cannabis consumers. 

(v) Analytical Testing Services 

BioCan will also establish an analytical testing service to conduct compliance tests according to 
Health Canada requirements, and to also offer optional tests to the lifestyle cannabis market for 
terpenes and chemical constituents, plant gender, disease screening, etc., each providing 
operational comfort or marketable data. There are large monetary penalties, as well as 
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reputational damage, to licensed producers if they are caught using pest control products that are 
not approved by Health Canada. Additionally, when edibles and concentrates are legalized on or 
before October 2019, it is expected that there will be a testing business market approaching $200 
million per year in Canada, and $1.0 billion in North America. 

(c) Strategy 

BioCan's primary business strategy is to commercialize the biosynthesis of fine chemical 
cannabinoids, including CBD, THC, rare cannabinoids such as CBDV, novel cannabinoids and 
blends through its biosynthesis production platform.  This includes the development of engineered 
plant cells and yeast fermentation methods for cannabinoid production. 

To support this core business strategy, BioCan will establish a state-of-the-art analytical lab at 
the Burnaby Lab and offer compliance and optional tests to the growing medical and lifestyle 
cannabis markets through its analytical testing services platform. This approach will enable 
access to best in class research equipment, provide a means for cost recovery for the research 
programs and will generate a healthy revenue stream. 

Like many, BioCan believes that the cannabis industry is poised to be a high growth, multi-billion 
dollar commercial enterprise. Cannabis is also a challenging crop to produce within Health 
Canada's strict quality assurance requirements, and much of the expertise currently within the 
industry stems from the illegal markets whose practices are either antiquated, or simply prohibited 
under the legal cannabis regime. BioCan is investing in discovery-based research in order to 
facilitate new product offerings and growing systems for cannabis and hop plants. BioCan's 
research not only furthers the fundamental understanding of how specialized metabolite (e.g. 
cannabinoids and terpenes) biosynthesis occurs in plant cells, but also leverages such 
information to identify important commercial opportunities and to differentiate BioCan's analytical 
testing services platform. 

(d) Specialized Skill and Knowledge 

The long history of cannabis sativa prohibition and the associated stigma associated with 
cannabis use has resulted in a huge gap in BioCan's understanding of the cannabis plant and its 
potential uses. Decades of breeding efforts by underground cannabis growers have resulted in 
numerous cannabis 'strains' comprised of a patchwork of genetic hybrids from different cannabis 
plants. Different gene versions involved in THC biosynthesis, colour, and aroma (terpenes) have 
been selected for in these 'strains' but genes regulating natural pest resistance, nutrient uptake, 
and other agronomic traits are largely absent from current strain offerings.  Cannabis sativa is 
also an annual plant, meaning the plant relies on making seeds every year to survive. The reliance 
on vegetative cloning of select cannabis plants is an artificial method of delaying the natural 
growth habit of this annual plant. In order to transition cannabis to a modern agricultural crop, the 
development of cultivars with predictable characteristics that can be planted by seeds must be 
developed. 

BioCan is a research company focused on bridging the knowledge gap for a rapidly expanding 
industry. BioCan is leveraging decades of quantitative breeding in related hop plants (Humulus 
lupulus), modern crop sciences, and genetic analysis to create cannabis cultivars with predictable 
characteristics for both growers and consumers.  BioCan has assembled a world-class team to 
develop and commercialize its technology offerings focusing on pest and disease resistant 
genetics, stabilized cannabinoid and terpene production platforms, and through the supply of pest 
management solutions for modern Cannabis agricultural practices. 
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(e) Competitive Conditions 

BioCan competes with cannabinoid producers using traditional plant-based extraction.  Yeast 
fermentation cannabinoid production offers significant advantages over plant-based extraction. 
The controlled manufacturing environment facilitates scale up, purity, security of product supply 
and is pesticide-free and substantially more cost-effective. In addition, rare and novel cannabinoid 
production, inaccessible by plant-based extraction, requires the same cost inputs as more 
abundant cannabinoids such as CBD, opening up new consumer and pharmaceutical markets. 

Yeast fermentation cannabinoid production is accomplished through the metabolic engineering of 
yeast. Metabolic engineering is the modification of a cell's metabolic network for increased 
production of a specific molecule. Metabolic engineering re-creates the plant pathway in a 
microbial host, such as yeast, allowing industrial-scale exploitation of the pathway for production 
of natural products (as an example, millions of diabetics worldwide use synthetic insulin produced 
via E.coli biosynthesis). Many pitfalls associated with the traditional cannabis plant growing, 
harvesting, processing, extraction and purification techniques can be avoided by using 
biosynthesis. Unlike plant extraction, metabolic engineering allows manipulation of the natural 
pathway to optimize the final composition of the products. Not only is biosynthesis a higher-
yielding and more resource-efficient manufacturing process, but the process and resulting 
products may face less regulatory obstacles than agriculturally-sourced cannabinoids.  

BioCan also competes with developers of new methods for cannabinoid production.  These 
competitors include companies who have invested in cultured cannabinoid production, including, 
without limitation, Cronos Group Inc. (through their collaboration with Gingko BioWorks Inc.), 
InMed Pharmaceuticals Inc. and Organigram Holdings Inc. (through their investment in Hyasynth 
Biologicals Inc.). 

BioCan has a proven ability to commercialize fermentation-based production, leveraging: 

• discovery biology to identify important genes in desired metabolic pathways;  

• past success securing intellectual property to protect and commercialize discoveries;  

• high-throughput targeted evolution and screening technology to generate higher yields; 
and  

• relationships with leading contract development and manufacturing organizations in 
Canada and the United States. 

(f) Intellectual Property 

BioCan has an active research and development program. This program has been focusing on 
three main research areas: (a) transcriptional regulation of cannabinoid biosynthesis genes; (b) 
identifying and characterizing novel components of the cannabinoid biosynthesis pathway; and 
(c) cannabinoid transport and sequestration mechanisms. These research lines have resulted in 
three pieces of intellectual property relating to the methods of cannabinoid precursor biosynthesis, 
cellular export of cannabinoids, and intracellular sequestration and detoxification of cannabinoids.  
BioCan is developing intellectual property for its work on methods of cannabinoid biosynthesis, 
and on cellular transport of cannabinoids. BioCan expects to file the first patent in the first quarter 
of 2019, and the second and third patents in the second quarter of 2019. 
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(g) Employees 

As at the date of this Listing Statement, BioCan has 7 employees.  

(h) Bankruptcy and Similar Procedures 

There have been no bankruptcy, receivership or similar proceedings against BioCan, or any 
voluntary receivership, bankruptcy or similar proceeding by BioCan within its three most recently 
completed financial years or that are proposed for the current financial year. 

(i) Reorganizations 

Other than the Transaction, there have been no material restructuring transactions of BioCan 
within its three most recently completed financial years or that are proposed for the current 
financial year. 

4.3 Epimeron 

(a) General 

Epimeron is a research and biotechnology company focused on the commercial production of 
high-value bioproducts by making key discoveries in plant genomics for Epimeron's synthetic 
biology partners.  Epimeron's business is the enablement of its corporate synthetic biology 
partners in realizing the full potential of synthetic biology in their manufacturing programs. 

Epimeron was founded in 2014 by a team of researchers from the U of C in Alberta, Canada.  
Epimeron has been a U of C spin out company working with Innovate Calgary, the U of C's 
knowledge transfer and business incubator. The U of C has actively supported the translation of 
Dr. Facchini's (Chief Scientific Officer of Epimeron) and Dr. Hagel's (Chief Operating Officer of 
Epimeron) work in the area of plant genomics. 

Epimeron discovers, deploys, and optimizes genes that underlie key plant biochemical functions 
needed for maximum product yield. For example, Epimeron utilizes yeast fermentation to develop 
new biosynthetic methods to replace extraction methods of production.  The modern discipline of 
synthetic biology has enabled the transfer of plant genes into commercially viable host systems, 
such as bacteria and yeast. This process allows the development of new, cost-effective, industrial-
scale, and environmentally friendly de novo biosynthetic methods. These improved processes 
can replace older extraction manufacturing methods that relied on isolation of raw materials from 
harvested crops. Commercial products that may now be made in this way include compounds 
that address a broad diversity of sectors, from health to industrial to energy and even personal 
care sectors. 

(b) Operations 

Epimeron uses high throughput functional genomics, including sifting through customized and 
proprietary databases of genomics, transcriptomics and metabolomics information, to identify the 
underlying genetic and biochemical machinery that allows a plant to synthesize high-value 
compounds. Subsequently, Epimeron utilizes gene-silencing and metabolic engineering 
technologies to confirm the function, roles, and interactions of previously unknown proteins and 
genes. New genes and process knowledge can then be deployed into recipient organisms to 
improve pathway performance and product yield. 
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Applications of Epimeron's technologies include: 

• Healthcare/Medicine: Numerous drugs in use today are manufactured from raw 
ingredients initially isolated from plant extracts. Examples include drugs employed for 
analgesia, anticancer, antihypertension, anaesthesia, and antibacterial, among others. 

• Specialty Chemicals: Many industrial compounds are still derived from plants. These 
include such widely used products as India rubber, and in the food industry, numerous 
flavour and coloring agents such as the anthocyanins, isoflavones, flavonoids, and various 
terpenoids. 

• Bioenergy/Biofuels: Biofuels are considered by many to be an important part of the long 
term solution to mitigate mankind's dependence on fossil fuels. Biodiesel, bioethanol, 
biofuel gasoline, and many other products in development make use of the carbon fixation 
capabilities of plants. 

• Agriculture: Synthetic biology can be applied many different ways to agriculture, including 
in the development of novel plant-derived insecticides like the neonicotinoids and 
ryanoids, and in the improvement of beneficial soil microbes to further enhance crop 
productivity. 

Epimeron's expertise lies in generating and mining customized genomics and metabolomics 
resources, and in conducting plant functional genomics experiments. Epimeron has extensive 
facilities to perform everything from plant husbandry to analytical chemistry. Its partners frequently 
prefer to provide high-throughput DNA synthesis capabilities, a proprietary organism, and the 
DNA insertion vector system on which their pathway is based. They often bring a preliminary 
knowledge base concerning the known members of their biosynthesis pathway, and may have 
already encountered points at which the reconstituted process is bottlenecked. 

Epimeron works closely and collaboratively with its partners, sharing data and resources regularly 
and openly on each project. For this reason, Epimeron does not work with more than one partner 
in a given field. Epimeron deploys its expertise in discovery work and bottleneck resolution while 
the partner organization contributes its high throughput synthesis capabilities, its proprietary 
expression system, and its scale-up capabilities and knowledge. 

(c) Strategy 

Epimeron's business is to enable the commercialization of high-value bioproducts. Epimeron 
achieves this by making and deploying key discoveries in plant genomics and pathway 
biochemistry on behalf of its synthetic biology partners. Newly discovered genetic elements and 
biochemical mechanisms are transferred or translated into an appropriate industrial host 
organism, and optimized for maximum yield. Because Epimeron owns rather than licenses the 
intellectual property it develops, Epimeron is able to enter into mutual beneficial licensing 
agreements with its corporate partners. For Epimeron, the mission is to enable the modernization 
of high-value plant bioproduct manufacturing methods. 

Currently, Epimeron's primary business strategy is to focus its knowledge and expertise into the 
field of cannabinoid biosynthesis. Epimeron will transfer the native plant biosynthesis pathway 
into an exogenous host in order to create improved, commercially viable manufacturing systems 
for the production of a variety of common, rare, and novel cannabinoids.  The resulting strains will 
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be commercialized via partnerships with pharmaceutical and/or consumer commercial 
manufacturers. 

To support this core business strategy, Epimeron will identify genes from cannabis and other 
sources, integrate them into a host yeast strain, and make various genetic changes to ultimately 
create strains that produce certain cannabinoids at high levels. Epimeron will then scale up the 
production of these yeast strains in collaboration with experienced commercial fermentation 
partners, and ultimately sell the cannabinoids thereby produced through relationships with one or 
more pharmaceutical ingredient or consumer cannabinoid manufacturers. 

(d) Specialized Skill and Knolwedge 

Seminal discoveries by the founders of Epimeron catalyzed a vision to improve the manufacture 
of numerous plant-originated products. As leaders in the field, the founders of Epimeron bring 
extensive expertise in plant biochemistry, genomics, and metabolomics. Epimeron's scientific 
team also has comprehensive knowledge in the biosynthesis pathways for many high-value 
metabolites in plants, as well as in plant secondary metabolism and specialized metabolism. 

(e) Competitive Conditions 

Epimeron competes with cannabinoid producers using traditional plant-based extraction.  Yeast 
fermentation cannabinoid production offers significant advantages over plant-based extraction. 
The controlled manufacturing environment facilitates scale up, purity, security of product supply 
and is pesticide-free and substantially more cost-effective. In addition, rare and novel cannabinoid 
production, very difficult to access by plant-based extraction, requires similar cost inputs as the 
more abundant cannabinoids such as CBD, opening up new consumer and pharmaceutical 
markets. 

Epimeron also competes with developers of new methods for cannabinoid production.  These 
competitors include companies who have invested in cultured cannabinoid production, including, 
without limitation, Amyris, Inc., Cronos Group Inc. (through their collaboration with Gingko 
BioWorks Inc.), InMed Pharmaceuticals Inc. and Organigram Holdings Inc. (through their 
investment in Hyasynth Biologicals Inc.). 

Reconstitution of industrially important plant biosynthetic pathways into industrial organisms is at 
the leading edge of the emerging field of synthetic biology. Catalytic or structural elements present 
in the native plant, but missing from the reconstituted pathway, can result in low yield in the new 
system, and a manufacturing process that is insufficiently cost effective to be commercially viable. 
Committed efforts by leading researchers in the field are needed to solve such problems, yet 
rarely does a product development company have the world's top researchers on staff to perform 
such discovery work. 

An in-depth understanding of how the original plant synthesis pathway functions is essential to 
achieve cost effective yields from a reconstituted pathway expressed in a non-native organism. 
Here is where Epimeron provides the critical solutions. Epimeron's deep knowledge of native plant 
systems and significant expertise in plant genomics and metabolomics allow Epimeron to identify 
and resolve biosynthetic pathway bottlenecks, resulting in maximum yield and efficiency from 
manufacturing outputs. 

Epimeron works with the best scientists in the field to identify and resolve such bottlenecks, 
clearing the path for its industrial partners, and facilitating their commercial success. Its custom 
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discovery work, coupled with cost-basis pricing and favourable intellectual property licensing 
options, can make the difference between failure and success. 

(f) Intellectual Property 

On the committed morphine pathway in the opium poppy (i.e. from reticuline to morphine), 
Epimeron management, headed by Dr. Peter Facchini (Chief Scientific Officer), was the first to 
discover and patent five of the nine genes. Numerous other genes useful for the production of 
opioids, cannabinoids, ephedra, noscapine, and other valuable pharmaceutical compounds have 
also been discovered and patented by Epimeron.  Epimeron and the Epimeron Subsidiaries have 
together filed 82 applications over approximately twenty genes and methods as described above, 
many of which are Patent Cooperation Treaty (PCT) applications in the "national phase", meaning 
Epimeron holds priority over the patent and is pursuing grants directly before the national (or 
regional) patent offices of the countries in which Epimeron has filed the patents. 

Epimeron owns three patents issued by the United States Patent and Trademark Office: (i) U.S. 
Patent No. 10,227,353 entitled "Compositions and methods for making alkaloid morphinans" 
issued on March 12, 2019; (ii) U.S. Patent No. 10,190,141 entitled "Compositions and methods 
for making (R)-Reticuline and precursors thereof" issued on January 29, 2019; and (iii) U.S. 
Patent No. 10,119,155 entitled "Compositions and methods for making (S)-norcoclaurine and (S)-
norlaudanosoline, and synthesis intermediaries thereof" issued on November 6, 2018. 

Epimeron's genes and methods of production are closely held and guarded secrets of Epimeron.  
For more information, see Section 3.1(c)(i). 

(g) Material Contracts 

On January 22, 2015, Epimeron and Intrexon entered into a license agreement whereby 
Epimeron licensed certain patents and technologies related to reticuline epimerization to Intrexon.  
The license granted Intrexon an exclusive, worldwide, transferable, sub-licensable, fully-paid 
license to certain patents, know-how and licensed materials (i.e. cells and molecules, etc.).  The 
license continues in perpetuity until terminated. 

On June 17, 2015, Epimeron and Intrexon entered into a joint research agreement (the "Joint 
Research Agreement") whereby Epimeron and Intrexon would work together according to a 
research plan (the "Research Plan") outlined in the Joint Research Agreement.  The Research 
Plan is for the development of technologies enabling the commercial production of thebaine in 
yeast. Thebaine is an important active pharmaceutical ingredient sold globally as a feedstock for 
the production of numerous, high value pharmaceutical compounds. Specifically, the Research 
Plan called for Epimeron to discover certain then unknown genes responsible for critical functions 
of the native plant pathway that produces thebaine in the opium poppy. Epimeron was also to find 
additional, accessory proteins essential to enable high levels of thebaine production from the 
yeast strain, as well as to make substantial changes to known genes in the pathway to improve 
their function significantly. All of these novel and improved genes were to be deployed in the yeast 
strain in order to produce high levels of thebaine in commercial scale yeast fermentation systems. 

The Joint Research Agreement provides for the formation of a committee of key representatives 
to plan and manage the Research Plan.  Dr. Jillian Hagel, Chief Operating Officer of Epimeron, 
was appointed by Epimeron to act as representative and project leader.  Pursuant to the Joint 
Research Agreement, Epimeron granted Intrexon a non-exclusive, worldwide, sustainable license 
over any licensed technology within Epimeron's deliverables (i.e. materials, experimental data, 
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etc.) identified under the Research Plan.  As partial consideration, Intrexon agreed to pay 
Epimeron a royalty equal to 0.6-9.0% depending on the date of completion of each deliverable 
required from Epimeron under the Research Plan. Intrexon owns all intellectual property 
discovered under the Research Plan.  The Joint Research Agreement is effective for a term of 
three years from June 15, 2015 and was extended for an additional term of 3 years. The 
deliverables of the Joint Research Agreement were successfully completed by Epimeron within 
the required timeframe, and the agreement expired on June 15, 2018. 

(h) Employees 

As at the date of this Listing Statement, Epimeron has 4 employees and Epimeron USA has 1 
employee.  

(i) Bankruptcy and Similar Procedures 

There have been no bankruptcy, receivership or similar proceedings against Epimeron, or any 
voluntary receivership, bankruptcy or similar proceeding by Epimeron within its three most 
recently completed financial years or that are proposed for the current financial year. 

(j) Reorganizations 

Other than the Serturner Vindolon Transaction and the Transaction, there have been no material 
restructuring transactions of Epimeron within its three most recently completed financial years or 
that are proposed for the current financial year. 

4.4 General Business of Willow 

Concurrent with the completion of the Transaction, Makena will dispose of its mineral properties 
described above and transition to a biotechnology company focused on cannabinoid biosynthetic 
production. To this end, Willow will continue the businesses of BioCan and Epimeron in all 
respects with a view towards its redefined business plan and objectives, as described below. 

(a) Organization 

Willow will have two wholly-owned subsidiaries, BioCan and Epimeron. Willow will be a "reporting 
issuer" or the equivalent thereof in the provinces of British Columbia, Alberta and Ontario. Upon 
completion of the Arrangement, the Willow Shares are expected to trade under the symbol 
"WLLW" on the CSE. Subject to Willow Board approval, Willow will also change its name to 
"Willow Biosciences Inc.". 

(b) Business Objectives and Strategy 

Upon completion of the Transaction, Willow will be positioned to become the industry leader in 
cannabinoid biosynthetic production by capturing key intellectual property around the most cost 
effective methods to produce cannabinoids. Willow's operational capabilities will span the entire 
product development pathway. Willow's integrated team in Canada and the United States will 
have full capabilities to underpin achievement at all stages of the development cycle. 

Pharmaceutical and consumer-use markets currently can only procure high purity cannabinoids 
from chemical synthesis or plant-based extraction, both of which come at a high cost. 
Furthermore, rare cannabinoids and novel cannabinoids are not available via plant-based 
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extraction commercially. Yeast-based biosynthesis presents an attractive alternative by giving low 
cost, high purity and scalable production for pharmaceutical and nutraceutical markets, also giving 
them access to rare cannabinoids and cannabinoids tailored to precise treatments. 

Willow's primary business objective will be to reach a commercial titer target of three to five grams 
of cannabinoid product per litre.  The cannabinoids Willow will target to biosynthetically produce 
include THC, CBD, CBC, THCV, CBDV and CBCV. 

(c) Milestones 

To accomplish Willow's stated business objectives, it is anticipated that Willow will need to 
accomplish the following milestones: 

Milestone Target Date Estimate Cost ($) 

Conduct Cannabis Research Ongoing $1.3 million 

Discover Product Candidates and Conduct 
Synthetic Biology 

Ongoing $4.5 million 

Process Scale-Up Ongoing $5.8 million 

 
(i) Stage 1 – Conduct Cannabis Research (3-6 months) 

Willow will focus on idea generation and discovery biology to rebuild the cannabis genome.  
During this stage, Willow will generate essential molecular biological tools required to establish a 
base intellectual property portfolio of the cannabis plant.   

This stage will be, and has been, primarily conducted at the Burnaby Lab, and is approximately 
30% complete due to the pre-Arrangement operations of BioCan and Epimeron. 

(ii) Stage 2 – Discover Product Candidates and Conduct Synthetic Biology 
(6-12 months) 

Using the tools created in Stage 1, Willow will focus on high throughput mutagenesis and strain 
analytics to experiment with multiple product candidates.  During this stage, Willow will use 
combinational and computational techniques allowing for millions of experiments per cycle.  
Willow believes this stage will lead to improved gene variants and integration sites, resulting in 
production yield increases of over 10,000 times traditional extraction methods.   

This stage will be, and has been, primarily conducted through Epimeron's research at the U of C.  
This stage is approximately 10% complete due to the pre-Arrangement operations of BioCan and 
Epimeron. 

(iii) Stage 3 – Process Scale-Up (3-6 months) 

Once product candidates have been found, Willow will move to achieve commercial fermentation 
of such product candidates.  Willow believes that cannabinoid yields from this scale-up will be 
greater than two grams per litre. 

As part of this stage, Willow intends to conduct most of its commercialization testing and process 
scale-up in a high-throughput lab in San Francisco.  The high-throughput lab will be licensed by 
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the Drug Enforcement Administration of the U.S. Department of Justice and will be in compliance 
with federal cannabis laws and regulations. 

(iv) Stage 4 – Complete Commercialization  

Willow expects to have completed commercialization of its cannabinoid product candidates in 
approximately 24 months.  At this stage, Willow will move to securing joint development and 
distribution agreements with partners in the United States and Canada who will work towards 
producing, distributing, marketing and selling Willow's commercialized products. 

The foregoing milestones may change due to market conditions. See Section 17 – "Risk Factors" 
for more information. 

(d) Total Funds 

As of March 31, 2019, being the most recent month end prior to the date of this Listing Statement, 
the estimated consolidated working capital was $0.2 million. Upon completion of the Arrangement, 
taking into account transaction and financing costs, recapitalized Willow is expected to have a net 
cash position of approximately $27 million, assuming $28.5 million in subscriptions under the 
Private Placement (the final amount being subject to actual participation in the Private Placement 
and legal costs and commissions payable therefrom), thereby providing the New Management 
Team a platform to execute the above-mentioned business objectives and milestones.  Willow 
will rely on the Transaction to satisfy its capital requirements and may require further equity capital 
to finance its operations. 

Willow intends to spend its available funds on the staged commercialization of product 
candidates, as described in Section 4.4(c), above, and general corporate purposes. The 
estimated use of funds following completion of the Transaction is set forth below. 

Use of Available Funds Estimate Expenditures ($) 

Cannabis Research $1.3 million 

Discovery & Synthetic Biology $4.5 million 

Commercialization $5.8 million 

G&A (12 months) $3.4 million 

Working Capital $12.0 million 

 

Breakdown of G&A Expenses Estimate Expenditures ($) 

Management Salaries $1.7 million 

Rent and Support Staff $1.1 million 

Property, Plant and Equipment $0.1 million 

Marketing $0.1 million 

Incidentals $0.4 million 

Total $3.4 million 

Notwithstanding the foregoing, there may be circumstances where, for sound business reasons, 
a reallocation of funds may be necessary for Willow to achieve its objectives. Willow may require 
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additional funds in order to fulfill all of its expenditure requirements to meet its business objectives 
and may either issue additional securities or incur debt. There can be no assurance that additional 
funding required by Willow will be available, if required. However, it is anticipated that the available 
funds will be sufficient to satisfy Willow's objectives over the next 12 months. 

(e) Specialized Skill and Knowledge 

The New Management Team has extensive experience creating shareholder value on an 
absolute and per share basis through a focused full-cycle business plan and believes Willow will 
have an unrivalled advantage in a market where demand for cannabinoids is accelerating and 
high purification costs create the need for advanced, cost-effective manufacturing. Willow's world-
leading discovery biologists and business experts will guide a multidisciplinary team that will 
involve the entire supply chain, from gene discovery through manufacturing and 
commercialization. 

Yeast fermentation cannabinoid production offers significant advantages over plant-based 
extraction. The controlled manufacturing environment facilitates scale up, purity, security of 
product supply and is pesticide-free and substantially more cost-effective. In addition, rare and 
novel cannabinoid production, inaccessible by plant-based extraction, requires the same cost 
inputs as more abundant cannabinoids such as CBD, opening up new consumer and 
pharmaceutical markets. 

Willow has a proven ability to commercialize fermentation-based production, leveraging: 

• discovery biology to identify important genes in desired metabolic pathways; 

• past success securing intellectual property to protect and commercialize discoveries; 

• high-throughput targeted evolution and screening technology to generate higher yields; 
and 

• relationships with leading contract development and manufacturing organizations in 
Canada and the United States. 

(f) Employees 

Willow plans to establish service contracts for key executives, management, functional expertise 
and other support personnel upon completion of the Arrangement. 

(g) Risks Associated with Foreign Operations 

See Section 17 - "Risk Factors". 

(h) Competitive and Market Conditions 

Willow will compete with cannabinoid producers using traditional plant-based extraction and 
developers of new methods for cannabinoid production.  Among developers of new cannabinoid 
production methods, Willow is the only company that provides a true, fully-integrated solution to 
traditional plant-based extraction.  Unlike its competitors, Willow possesses: (a) world-leading 
human capital enabling novel component discovery and rational design; (b) novel genomics, 
transcriptions and proteomic tools; and (c) proven best-in-class intellectual property development 
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and protection.  While some of Willow's competitors have developed high throughput targeted 
evolution and have achieved fermentation production scale-up, Willow, through Epimeron's past 
operations, is the only company that has achieved the commercialization of pharmaceutical-grade 
product (see Section 3.1(c)(i)). Willow will have the same competitors as BioCan and Epimeron, 
as described in Sections 4.2(e) and 4.3(e). 

Due to the accelerating demand for cannabinoids and sky-high purification costs, the cannabinoid 
production industry is in need of advanced, cheaper manufacturing.  BioCan and Epimeron will 
provide Willow with a proven idea generation platform producing exclusive rational design ideas 
and intellectual property assets. Willow will also control the entire supply chain, from gene 
discovery through to manufacture and commercialization. 

The market for biosynthetically produced cannabinoids is made up of two segments, the 
medicinal/pharmaceutical segment and the recreational/consumer segment. 

Demand for cannabinoids in the medicinal segment is growing exponentially.  For example, the 
demand for pharmaceutical CBD to treat pharmaco-resistant childhood epilepsy could reach a 
single drug / single purpose annual market of US$550 million in the United States alone.  
Approximately 300 CBD and other cannabinoid-based treatment options are currently in clinical 
trials for indications such as PTSD, epilepsy, Parkinson's disease, chronic pain, schizophrenia 
and others.  Applications for pharma-grad cannabinoids will continue to expand.  The below table 
indicates the market size for CBD APIs, and the split between plant-based extraction and 
biosynthetic extraction: 

 

Demand for cannabinoids in the recreational segment is also growing exponentially. For example, 
California's total cannabis market is expected to hit US$31.4 billion by 2021, and the Canadian 
extract market is projected to exceed $2.5 billion by 2020.  The CBD market is projected to grow 
by 700% by 2020 to US$2.1 billion with growth forecasts as high as US$3 billion by 2021 and the 
potential to exceed US$200 billion in the United States. 

4.5 Outstanding Asset-based Securities 

Not applicable. 
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4.6 Mineral Projects 

Not applicable.  Makena's current mineral properties are not material to Willow's business and 
are anticipated to be disposed of prior to completion of the Transaction. 

4.7 Oil and Gas Operations 

Not applicable. 

5. SELECTED CONSOLIDATED FINANCIAL INFORMATION 

5.1 Annual Information 

(a) Issuer 

The following table provides a brief summary of the select consolidated financial information of 
the Issuer for the last three fiscal years, which should be read in conjunction with the Issuer's 
financial statements attached hereto as Schedule “A”: 

 Year ended 
June 30, 2018 

Year ended 
June 30, 2017 

Year ended 
June 30, 2016 

Revenue Nil Nil Nil 

Net income (loss) from operations ($628,860) ($873,735) ($721,124) 

Net income (loss) ($1,857,192) ($2,329,740) ($1,310,540) 

Net income (loss) per share (basic 
and diluted) ($0.10) ($0.33) ($0.39) 

Total Assets $724,181 $1,699,430 $2,415,225 

Total Long-Term Liabilities  Nil $1,236,000 Nil 

Dividends declared per share  

 

Nil Nil Nil 

(b) BioCan 

The following table provides a brief summary of the select consolidated financial information of 
BioCan for the last three fiscal years, which should be read in conjunction with BioCan's financial 
statements attached hereto as Schedule “B”: 
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 Year ended 
December 31, 
2017 

Year ended 
December 31, 
2016 

Year ended 
December 31, 
2015 

Revenue Nil Nil Nil 

Net income (loss) ($1,553,915) ($1,096,088) ($4,458,011) 

Net income (loss) per share (basic 
and diluted) ($0.05) ($0.04) ($0.17) 

Total Assets $659,719 $146,624 $1,290,139 

Total Long-Term Liabilities  Nil Nil Nil 

Dividends declared per share  

 

Nil Nil Nil 

(c) Epimeron 

The following table provides a brief summary of the select consolidated financial information of 
Epimeron for the last three fiscal years, which should be read in conjunction with Epimeron's 
financial statements attached hereto as Schedule “C”: 

 Year ended 
December 31, 
2017 

Year ended 
December 31, 
2016 

Year ended 
December 31, 
2015 

Revenue $1,099,433 $495,180 $193,688 

Net income (loss) from operations $89,791 ($366,190) ($310,870) 

Net income (loss) $80,435 ($45,872) $685,466 

Net income (loss) per share (basic) $0.17 ($0.08) $1.49 

Total Assets $999,300 $1,123,576 $1,029,312 

Total Long Term Liabilities Nil Nil Nil 

Dividends declared per share  

 

Nil Nil Nil 

5.2 Quarterly Information 

Quarterly financial information of the Issuer from the last eight quarters, sourced from the Issuer's 
interim financial statements attached hereto as Schedule “A” and available at www.sedar.com is 
set out in the table below: 
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Revenue 

Net income 
(loss) 

Net income 
(loss) per 
share (basic 
and diluted) 

Quarter-ended December 31, 2018(1) Nil ($232,699) ($0.01) 

Quarter-ended September 30, 2018(1) Nil ($307,610) ($0.01) 

Quarter-ended June 30, 2018(1) Nil ($741,523) ($0.04) 

Quarter-ended March 31, 2018(1) Nil ($711,966) ($0.04) 

Quarter-ended December 31, 2017(1) Nil ($167,400) ($0.01) 

Quarter-ended September 30, 2017(1) Nil ($236,303) ($0.03) 

Quarter-ended June 30, 2017(1) Nil ($1,629,534) ($0.23) 

Quarter-ended March 31, 2017(1) Nil ($183,733) ($0.03) 

 
Note: 
(1) Unaudited. 

 

5.3 Dividends 

Management of Willow does not intend that Willow will pay dividends on Willow Shares in the 
foreseeable future. Any decision to pay dividends on the Willow Shares will be made by the Willow 
Board on the basis of Willow's earnings, financial requirements and other conditions existing at 
such future time as well as the satisfaction of the liquidity and solvency tests imposed by the 
BCBCA or the ABCA, as applicable, for the declaration and payment of dividends. 

See Section 17 – "Risk Factors" for more information. 

5.4 Foreign GAAP 

The financial statements included in this Listing Statement have been, and the future financial 
statements of Willow shall be, prepared in accordance with IFRS. 

6. MANAGEMENT'S DISCUSSION AND ANALYSIS 

The: (a) Makena Annual MD&A and Makena Interim MD&A has been posted and is accessible at 
www.sedar.com and are attached to this Listing Statement as Schedule “D”; (b) the BioCan 
Annual MD&A and BioCan Interim MD&A is attached to this Listing Statement as Schedule “E”; 
and (c) the Epimeron Annual MD&A and Epimeron Interim MD&A is attached to this Listing 
Statement as Schedule “F”. The above referenced MD&A is specifically incorporated into and 
forms an integral part of this Listing Statement, and should be read in conjunction with the financial 
statements of the Parties and the notes thereto for the corresponding time period. 

7. MARKET FOR SECURITIES 

The Makena Shares are currently listed on the CSE under the symbol "MKNA".  The BioCan 
Shares and the Epimeron Shares are not listed on an exchange. 

8. CONSOLIDATED CAPITALIZATION 

Other than the Transaction, there have not been any material changes in the share and loan 
capital of the Issuer, BioCan or Epimeron, on a consolidated basis, since December 31, 2018.  



- 42 - 

  

The following table outlines the consolidated capitalization of: (i) BioCan as at September 30, 
2018 before giving effect to the Arrangement; (ii) Epimeron as at September 30, 2018 before 
giving effect to the Arrangement; (iii) Makena as at December 31, 2018 before giving effect to the 
Arrangement; and (iii) Willow as at December 31, 2018 after giving effect to the Arrangement.   

 Authorized 

BioCan Outstanding as 
at September 30, 2018 
before giving effect to 

the Arrangement 

Epimeron Outstanding 
as at September 30, 
2018 before giving 

effect to the 
Arrangement 

Makena Outstanding 
as at December 31, 
2018 before giving 

effect to the 
Arrangement 

Willow Outstanding 
as at December 31, 

2018 after giving 
effect to the 

Arrangement 

Common 
Shares(1) Unlimited 

$9,260,291 

(58,450,444 common 
shares) 

$90,361 

(465,000 common 
shares) 

$22,820,512 

(35,246,184 common 
shares) 

$52,853,389 

(1,708,500,005 
common shares) 

 
Note: 
(1) Common Shares refers to BioCan Shares with respect to BioCan, Epimeron Shares with respect to Epimeron, Makena Shares 

with respect to Makena and Willow Shares with respect to Willow. 

 
9. OPTIONS TO PURCHASE SECURITIES 

On December 5, 2018, Makena Shareholders approved the Option Plan. 

Executive officers of Willow, as well as directors, employees and consultants, are eligible to 
participate in the Option Plan. Options will be granted by the Willow Board and the amounts of 
the option grants are dependent on, among other things, each officer's level of responsibility, 
authority and importance to Willow and the degree to which such officer's long term contribution 
to Willow will be crucial to its long-term success. 

Options may be granted by the Willow Board when an executive officer or employee first joins 
Willow, based on their level of responsibility within Willow. Additional grants may be made 
periodically to ensure that the number of options granted to any particular individual is 
commensurate with their level of ongoing responsibility within Willow. The Willow Board will also 
evaluate the number of options an individual has been granted, the exercise price of the options 
and the term remaining on those options when considering further grants. The Willow Board will 
specify the exercise price to be paid for Willow Shares upon the exercise of options granted under 
the Option Plan. Subject to a minimum price of $0.05 per Willow Share and the price per share 
paid by investors in a public distribution by prospectus within 90 days of a stock option grant, the 
exercise price of a option may not be less than the closing market price of the Willow Shares on 
the trading day immediately preceding the date of grant of the option, less any applicable discount 
allowed by the CSE. 

Pursuant to the policies of the CSE, options may be granted outside of the Option Plan. 

The above is a summary of certain provisions of the Option Plan, which is qualified in its entirety 
by the full text of the Option Plan, which is attached as Exhibit "A" to the Issuer's management 
information circular dated October 31, 2018 available on SEDAR at www.sedar.com. 

Pursuant to the Arrangement, all outstanding Makena Options will vest and become exercisable 
until the date that is 30 days following the Effective Date, at which time, all outstanding Makena 
Options shall be cancelled. Assuming the exercise of all existing Makena Options and Makena 
Warrants and proceeds of $28.5 million from the Private Placement, and including the Makena 
Shares to be issued in connection with the Arrangement, there will be approximately 
1,708,500,005 Willow Shares outstanding at the Effective Time. 
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9.1 Issuer Compensation Options 

The following table summarizes the Makena Options issued and outstanding as of the date of this 
Listing Statement. 
 

 
10. DESCRIPTION OF SECURITIES  

10.1 General Description of Securities 

Makena is authorized to issue an unlimited number of Makena Shares and an unlimited number 
of Makena Preferred Shares. As at the date hereof, 35,246,184 Makena Shares and nil Makena 
Preferred Shares are issued and outstanding.  Upon completion of the Arrangement and Private 
Placement, there is anticipated to be a total of approximately 1,708,500,005 Willow Shares issued 
and outstanding. 

(a) Makena Shares 

The holders of Makena Shares are entitled to: (a) dividends if, as and when declared by the 
Makena Board; (b) one vote per Makena Share at any meeting of the holders of Makena Shares; 
and (c) upon liquidation, dissolution or winding up of Makena, receive the remaining property and 
assets of Makena. 

(b) Makena Preferred Shares  

Makena is authorized to issue an unlimited number of Makena Preferred Shares issuable in 
series, each series consisting of such number of shares and having such rights, privileges, 
restrictions and conditions as may be determined by the Makena Board prior to the issuance 
thereof.  With respect to the payment of dividends and the distribution of assets in the event of 

Category Number of 
Makena 
Shares 

Underlying 
Unexercised 
Options (#) 

Option 
Exercise 
Price ($) 

Option Expiration Date 

All current and 
former executive 
officers and 
directors of the 
Issuer 

31,500 
250,000 
400,000 
100,000 

1.00 
0.165 
0.15 
0.15 

August 28, 2019 
May 4, 2022 
September 14 ,2019 
September 28, 2019 

All other employees 
of the Issuer 

Nil Nil Nil 

All consultants of 
the Issuer  

5,750 
150,000 

1.00 
0.165 

August 28, 2019 
May 4, 2022 

Any other person Nil Nil Nil 

Total 937,250   



- 44 - 

  

liquidation, dissolution or winding up of Makena, whether voluntary or involuntary, the Makena 
Preferred Shares are entitled to preference over the Makena Shares and any other shares ranking 
junior to the Makena Preferred Shares from time to time and may also be given such other 
preferences over the Makena Shares and any other shares ranking junior to the Makena Preferred 
Shares as may be determined at the time of creation of such series. 

10.6 Miscellaneous Securities Provisions 

None of the matters set out in Sections 10.2 to 10.6 of Form 2A are applicable to the share 
structure of the Issuer. 

10.7 Prior Sales 

The following table summarizes the issuances of Makena Shares or securities convertible into 
Makena Shares in the 12 month period prior to the date hereof. 

Date Issued 

Type of Security 
Issued Transaction 

Number of 
Securities 

Issue Price Per 
Security 

July 17, 2018 Makena 
Shares 

Property Acquisition 2,100,000 
 

$0.06 

September 17, 2018 Makena 
Shares 

 

Property Acquisition 9,250,000 $0.07 

10.8 Stock Exchange Price 

The following table sets out trading information for the Makena Shares for the periods indicated 
as reported by the CSE: 

Period High ($) Low ($) Trading Volume 

Up to April 11, 2019 0.085 0.085 - 

Month ending March 31, 2019 0.105 0.050 9,777,928 

Month ending February 28, 2019 0.065 0.040 1,580,288 

Month ending January 31, 2019 0.060 0.040 1,303,264 

Quarter ended December 31, 2018 0.070 0.040 2,167,597 

Quarter ended September 30, 2018 0.125 0.065 4,056,174 

Quarter ended June 30, 2018 0.115 0.080 447,637 

Quarter ended March 31, 2018 0.235 0.085 1,155,817 

Quarter ended December 31, 2017 0.230 0.120 1,180,545 

Quarter ended September 30, 2017 0.170 0.105 693,586 

Quarter ended June 30, 2017 0.205 0.135 1,342,817 
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11. ESCROWED SECURITIES 

11.1 Pre-Transaction 

The following table sets out the number and class of securities of Makena held in escrow, to the 
knowledge of Makena, and the percentage that number represents of the outstanding securities 
of that class as of the date hereof: 

Designation of Class of Securities  

Held in Escrow 

Number of Securities  

Held in Escrow 

Percentage  

of Class 

Makena Shares 1,594(1) *%(2) 

 
Notes: 
(1) The foregoing Makena Shares are held in escrow under an escrow agreement dated December 19, 1988. 
(2) Less than 1% 

 
11.2 Post-Transaction 

In accordance with NP 46-201 and section 1.8 of Policy 8 of the CSE, all Willow Shares owned 
or controlled by Willow's Principals (as such term is defined by NP 46-201) will be subject to 
escrow unless the Willow Shares held by a Principal or issuable to such Principal upon conversion 
of convertible securities held by the Principal collectively represent less than 1% of the total issued 
and outstanding Willow Shares after giving effect to the Transaction. 

Willow will be classified as an "emerging issuer" under NP 46-201. An "emerging issuer" is an 
issuer that after its initial public offering is not an "exempt issuer" or an "established issuer" (as 
such terms are defined in NP 46-201).  Based on Willow being an "emerging issuer", unless 
otherwise noted, the escrowed Willow Shares held by the Principals will be subject to a 36 month 
escrow period.  Ten percent of each Principal's escrowed Willow Shares will be exempt from 
escrow effective on the receipt of notice confirming the listing of the Willow Shares on the CSE. 
Thereafter, the balance of the escrowed Willow Shares will be released over 36 months in six 
month intervals in equal tranches of 15% from the date of the listing of the Willow Shares on the 
CSE. 

The table below includes the details of the Willow Shares that are anticipated to be held in escrow 
after giving effect to the Transaction: 

Designation of Class of Securities  

Held in Escrow 

Number of Securities  

Held in Escrow 

Percentage  

of Class 

Willow Shares 470,024,894(1) 27.5%(2) 

 
Notes: 
(1) The foregoing escrowed Willow Shares includes the pre-transaction escrowed Makena Shares as indicated in Section 11.1. 
(2) The depositary for the post-transaction escrowed Willow Shares will be Alliance Trust Company. 

 
12. PRINCIPAL SHAREHOLDERS 

To the knowledge of the directors and senior officers of Makena, no person or company 
beneficially owns, directly or indirectly, or exercises control or direction over, shares of Makena 
carrying more than 10% of the voting rights attached to all outstanding shares of Makena, as of 
the date hereof. 



- 46 - 

  

Upon completion of the Arrangement and to the best of the knowledge of the directors and 
executive officers of Makena, other than as set forth below, no person or company will beneficially 
own, directly or indirectly, or exercise control or direction over 10% or more of the voting rights 
attached to the outstanding Willow Shares. 

Name 

Number of Common Shares upon 
Completion of Arrangement and 

Private Placement 

Percentage of total issued and 
outstanding Common Shares held 
upon Completion of Arrangement 

and Private Placement 

Tuatara Capital, L.P.(1) 343,452,450 20.1% 

Notes: 
(1) Al Foreman, a proposed director of Willow, is a Managing Partner and Chief Financial Officer of Tuatara. 

 
13. DIRECTORS AND OFFICERS 

13.1 Directors, Officers and Management of the Issuer 

The following table sets out the name, municipality and province of residence, proposed position 
with Willow, current principal occupation, the date such person became a director or officer of 
Willow, and the number and percentage of Willow Shares which will be beneficially owned, directly 
or indirectly, or over which control or direction is proposed to be exercised, by each of Willow's 
proposed directors and officers following the completion of the Transaction: 

Name, City and 
Province/State of 
Residence, and Position 
with Willow(1) 

Principal Occupation, Business or 
Employment for Previous Five 
Years(1) 

Director or Officer 
Since 

Anticipated Number and 
Percentage of Willow 
Shares owned or controlled 
on completion of the 
Transaction(1)(2) 

Dr. Joseph Tucker 

Boston, Massachusetts 

Executive Chair 

Chief Executive Officer and a director 
of Epimeron. 

N/A 76,237,356 

(4.5%) 

Trevor Peters 

Calgary, Alberta 

Chief Executive Officer and 
Director 

President, Chief Executive Officer and 
a director of BioCan. Director of GEGS 
Capital Corp., a capital pool company 
listed on the TSXV. 

N/A 68,614,907 

(4.0%) 

Dr. Peter Facchini 

Calgary, Alberta 

Chief Scientific Officer 

Chief Scientific Officer and a director of 
Epimeron.  Professor of Plant 
Biochemistry in the Department of 
Biological Sciences at U of C. 

N/A 152,297,169 

(8.9%) 

Travis Doupe 

Calgary, Alberta 

Chief Financial Officer 

Chief Financial Officer of BioCan. Prior 
thereto, Chief Financial Officer  and 
Vice President, Finance, of Torenco 
Energy Inc. (predecessor to BioCan), 
Oronova Energy Inc., an international 
oil and gas exploration and production 
company, and Suroco Energy Inc., a 
former international oil and gas 
exploration and production company. 

N/A 6,460,200 

(0.4%) 

Jerry Ericsson 

Vancouver, British Columbia 

Vice President, Operations 

Chief Operating Officer of BioCan. 
President of Diacarbon Energy Inc., a 
renewable energy start-up company, 
from October 2009 to March 2019. 

N/A 36,647,857 

(2.1%) 

Dr. Jill Hagel 

Calgary, Alberta 

Chief Operating Officer and a director 
of Epimeron. 

N/A 85,149,583 

(4.9%) 
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Name, City and 
Province/State of 
Residence, and Position 
with Willow(1) 

Principal Occupation, Business or 
Employment for Previous Five 
Years(1) 

Director or Officer 
Since 

Anticipated Number and 
Percentage of Willow 
Shares owned or controlled 
on completion of the 
Transaction(1)(2) 

Vice President, Applied 
Science 

Dr. Mathias Schuetz 

Langley, British Columbia 

Vice President, Research and 
Development 

Chief Scientific Officer of BioCan.  
Adjunct Professor at UBC since July 
2018.  Prior thereto, a Research 
Associate at UBC since September 
2011. 

N/A 36,790,714 

(2.2%) 

Sony Gill 

Calgary, Alberta 

Corporate Secretary 

Partner at McCarthy Tétrault LLP. N/A - 

Peter Seufer-Wasserthal 

Schlatt, Austria 

Director 

Chief Commercial Officer of Origenis 
GmbH, a biotech company specializing 
in the discovery and development of 
highly selective small molecule kinase 
inhibitors for CNS disorders.  Prior 
thereto, Vice President, Business 
Development for Intrexon Corporation, 
an American biotechnology company. 

N/A 1,150,000 

(0.1%) 

Donald Archibald(4)(5) 

Calgary, Alberta 

Director 

Prior to May 2018, director and audit 
committee member of Spartan Energy 
Corp. ("Spartan"), a former oil and gas 
exploration and production company.  
Prior thereto, President of Cypress 
Energy Corp., an oil and gas company, 
Chairman and Chief Executive Officer 
of Cyries Energy Inc. and President 
and Chief Executive Officer of Cequel 
Energy Inc., former oil and gas 
production and exploration companies. 

N/A 14,285,714 

(0.8%) 

Dr. Fotis Kalantzis(5) 

Calgary, Alberta 

Director 

Prior to May 2018, Senior Vice 
President, Exploration of Spartan. 

N/A 10,544,886 

(0.6%) 

Sadiq H. Lalani(4) 

Calgary, Alberta 

Director 

Chief Executive Officer of Kelt 
Exploration Ltd., an oil and gas 
exploration and production company, 
since October 2012 and Vice President 
since October 2017. Prior thereto, 
Chief Financial Officer and Vice 
President, Finance of Celtic 
Exploration Ltd., a former oil and gas 
exploration and production company, 
from October 2002 to February 2013. 

N/A 7,000,000 

(0.4%) 

Al Foreman(4)(5) 

New York, New York 

Director 

Managing Partner and the Chief 
Investment Officer of Tuatara, a 
sector-focused private equity firm.  
Prior thereto, Managing Director with 
Highbridge Principal Strategies, LLC 
("Highbridge"). 

N/A 343,452,450(3) 

(20.1%) 

 
Notes: 
(1) The information as to the Province/State and Country of residence and principal occupation, not being within the 

knowledge of Willow, has been furnished by the respective directors or officers individually as of March 2019.  The 
amount of shares beneficially owned is estimated as of the completion of the Transaction. 

(2) Based on 1,708,500,005 Willow Shares being outstanding on completion of the Transaction. 
(3) Al Foreman is the Managing Director and Chief Financial Officer of Tuatara, and as such, may exercise control or 

direction of the Willow Shares to be acquired by Tuatara pursuant to the Private Placement. 
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(4) Member of Willow's audit committee. 
(5) Member of Willow's corporate governance and compensation committee. 

 

At the completion of the Arrangement, it is anticipated that the directors and officers of Willow, as 
a group, will beneficially own, directly or indirectly, or exercise control or direction over, an 
aggregate of 838,630,836 Willow Shares, representing approximately 49.1% of the issued and 
outstanding Willow Shares on an undiluted basis. Each director's term of office shall expire at the 
next annual meeting of Makena Shareholders unless re-elected at such meeting. 

None of the directors or officers listed above have entered into non-competition or non-disclosure 
agreements with Willow or proposes to enter into such an agreement with Willow. 

The following biographies provide certain selected information in respect of the persons who will 
be serving as directors and officers of Willow upon completion of the Transaction: 

Dr. Joseph Tucker – Executive Chairman (Full-Time) 

Dr. Tucker, age 50, is the Chief Executive Officer and a co-founder of Epimeron. Dr. Tucker 
possesses extensive senior leadership experience, having served as Chief Executive Officer, 
Chief Financial Officer and Vice President of multiple public and private biotech companies. He 
has taken companies from incorporation through to acquisition, out-licensing and stock market 
listing. Dr. Tucker holds more than 20 issued or pending patents and is a member of the Board of 
Directors of BioAlberta. Dr. Tucker received a PhD in Biochemistry & Molecular Biology from the 
U of C.  Dr. Tucker will be an employee of Willow on a full-time basis and will also act as Chairman 
of the Willow Board.  Dr. Tucker will be responsible for providing the Willow Board with leadership 
to effectively carry out its duties and responsibilities and will also assist the CEO with strategy 
development. 

Trevor Peters – President and Chief Executive Officer and Director (Full-Time) 

Mr. Peters, age 42, is the President, Chief Executive Officer and a director of BioCan. Mr. Peters 
is an experienced executive having co-founded four start-up companies in the past 15 years. Mr. 
Peters has raised over $1.0 billion in equity and debt financings at various stages of corporate 
development and has been integral to successful transactions totalling over $4.0 billion on sale. 
Mr. Peters has an extensive intellectual property and patent protection background in the energy 
technology sector.  Mr. Peters holds a Bachelor of Mathematics (Honours, Co-op) from the 
University of Waterloo.  Mr. Peters will be an employee of Willow on a full-time basis and will be 
responsible for the overall direction and strategy of Willow and being a liaison with the Board and 
capital markets. 

Travis Doupe – Chief Financial Officer (Full-Time) 

Mr. Doupe, age 48, is the Chief Financial Officer of BioCan. He has over 18 years' experience in 
financial leadership roles, principally in the international oil and gas industry, during which time 
he provided corporate strategic direction while overseeing all aspects of financial operations, 
including budgeting and planning, treasury, accounting, tax, reporting and investor relation 
functions. Over half of Mr. Doupe's 18 years of financial experience has been in various Chief 
Financial Officer roles, principally in publicly listed companies. Mr. Doupe is the Treasurer and a 
member of the Board of Directors of the Canada Council for the Americas – Alberta and holds a 
CA-CPA designation and a Bachelor of Management degree from the U of C.  Mr. Doupe will be 
an employee of Willow on a full-time basis and will be responsible for managing Willow's finances, 
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including financial planning, management of financial risks, record-keeping, and financial 
reporting. Mr. Doupe will report directly to the Chief Executive Officer and the Willow Board. 

Dr. Peter Facchini – Chief Scientific Officer (Full-Time) 

Dr. Facchini, age 55, is the Chief Scientific Officer and a co-founder of Epimeron. Dr. Facchini 
has been Professor of Plant Biochemistry in the Department of Biological Sciences at the U of C 
since 1995. Dr. Facchini is the Canada Research Chair in Plant Metabolic Processes 
Biotechnology and he received the C.D. Nelson Award from the Canadian Society of Plant 
Physiologists as the outstanding young plant biologist in Canada. Dr. Facchini has published over 
150 research papers and scholarly articles in high-impact journals such as Nature Chemical 
Biology, Plant Cell, Plant Journal and the Journal of Biological Chemistry. Dr. Facchini received 
a PhD from the University of Toronto in 1991 and conducted postdoctoral research at the 
University of Kentucky and the Université de Montréal. Dr. Facchini will be an employee of Willow 
on a full-time basis and will be responsible for overseeing and guiding all scientific and research 
operations at Willow. 

Jerry Ericsson – Vice President, Operations (Full-Time) 

Mr. Ericsson, age 44, is an experienced clean-tech executive responsible for raising more than 
$25.0 million to commercialize thermochemical technologies. Mr. Ericsson has more than 15 
years of experience in research and development of novel technologies in forestry and agricultural 
industries and eight years' experience in integrated pest management (IPM) research in 
greenhouse and field crops. Mr. Ericsson has authored or co-authored three patents and more 
than ten peer-reviewed papers in international journals.  Mr. Ericsson holds a Bachelor of Science, 
Biology, from the University of the Fraser Valley and a Masters of Science, Plant Science, from 
UBC.  Mr. Ericsson will be an employee of Willow on a full-time basis and will be responsible for 
analytical lab operations and licensing and compliance for the labs. 

Dr. Jillian Hagel – Vice President, Applied Science (Full-Time) 

Dr. Hagel, age 40, is the Chief Operating Officer and a co-founder of Epimeron. Dr. Hagel has 
over 17 years' experience in medicinal plant biochemistry. Dr. Hagel has co-authored over 35 
peer-reviewed publications in high-ranking journals such as Nature Chemical Biology, Nature 
Communications and Plant Cell, presented internationally and been the recipient of multiple 
academic awards. Dr. Hagel is the co-inventor on numerous patent applications and received a 
PhD in 2010 from the U of C.  Dr. Hagel will be an employee of Willow on a full-time basis and 
will be responsible for directing Willow's gene discovery capabilities and also managing the 
Calgary laboratory site. 

Dr. Mathias Schuetz – Vice President, Research and Development (Full-Time) 

Dr. Schuetz, age 41, is the Adjunct Professor in the Department of Botany at UBC and a 
researcher and plant molecular biologist with extensive expertise in plant genetics and cannabis 
technology. Dr. Schuetz has over 14 years' research experience and he is the author of many 
peer-reviewed publications in prestigious plant science journals. Dr. Schuetz has received 
numerous citations and awards for research excellence and received a PhD in 2009 from Simon 
Fraser University.  Dr. Schuetz will be an employee of Willow on a full-time basis and will be 
responsible for overseeing research and development in plant science. 
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Sony Gill – Corporate Secretary (Part-Time) 

Mr. Gill, age 43, is a partner at McCarthy Tétrault LLP, a national law firm. Mr. Gill has dealt with 
all aspects of a public and private company's creation, growth, restructuring and value 
maximization. Mr. Gill has extensive experience in the negotiation, structuring and consummation 
of a broad range of corporate finance, securities and mergers and acquisitions transactions. He 
serves on the board of directors of, and acts as corporate secretary to, numerous public and 
private companies. Mr. Gill is recognized in Chambers Canada as a leader in Corporate 
Commercial – Alberta. He also appears in the Canadian Legal Lexpert Directory as a leading 
lawyer in the area of Corporate Mid-Market, and as a leading lawyer in the current edition of Who's 
Who Legal: Energy. In 2011, he was named among Lexpert magazine's Rising Stars: Leading 
Lawyers Under 40.  Mr. Gill will act as an independent consultant of the Issuer on a part-time 
basis and will provide the Issuer with legal advice and guidance.  He holds a Juris Doctor from 
the University of Alberta. 

Dr. Peter Seufer-Wasserthal – Director (Part-Time) 

Dr. Seufer-Wasserthal has more than 25 years' experience in the technology and biotechnology 
sector. Dr. Seufer-Wasserthal is currently Chief Commercial Officer of Origenis GmbH and 
previously served as Vice President, Business Development for Intrexon Corporation, responsible 
for business development in Europe and Asia for four years.  He holds a PhD in organic chemistry 
from the Technical University of Graz. 

Sadiq H. Lalani – Director (Part-Time) 

Mr. Lalani has been Chief Financial Officer of Kelt Exploration Ltd. since October 2012 and Vice 
President since October 2017. Before that, Mr. Lalani was Chief Financial Officer & Vice 
President, Finance of Celtic Exploration Ltd. from October 2002 to February 2013. He has over 
25 years' experience in leadership positions. Mr. Lalani holds a Bachelor of Commerce degree 
from the U of C. 

Donald Archibald – Director (Part-Time) 

Mr. Archibald is an independent businessman and the Executive Chairman of Cequence Energy 
Ltd. Mr. Archibald was a former director and audit committee member of numerous public issuers, 
including Spartan Energy Corp. from December 2013 to May 2018 when it was acquired for 
approximately $1.4 billion by Vermilion Energy Inc. and Spartan Oil Corp. from June 2011 to 
January 2013 when it completed a business combination with Bonterra Energy Corp. for a total 
transaction value of approximately $480 million. Mr. Archibald has held senior executive positions 
with a number of public and private issuers, including roles as President of Cypress Energy Corp., 
Chairman and Chief Executive Officer of Cyries Energy Inc. and President and Chief Executive 
Officer of Cequel Energy Inc. He holds a Bachelor of Commerce Degree and a Masters of 
Business Administration. 

Dr. Fotis Kalantzis – Director (Part-Time) 

Dr. Kalantzis has been co-founder of several public companies and has over 25 years' experience 
in oil and gas exploration and development in technical and leadership positions. Dr. Kalantzis 
has been instrumental in a number of significant transactions including in his capacity as a senior 
officer with Spartan Energy Corp. from December 2013 to May 2018, Spartan Oil Corp. from June 
2011 to January 2013, Spartan Exploration Ltd. (public) from September 2010 to June 2011 and 
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Spartan Exploration Ltd. (private) from January 2008 to September 2010. Dr. Kalantzis holds a 
MSc from the University of Saskatchewan and PhD from the University of Alberta and has 
published and presented many papers in international journals and conferences. 

Al Foreman – Director (Part-Time) 

Mr. Foreman is a Managing Partner and the Chief Investment Officer of Tuatara, a sector-focused 
private equity firm.  In this role, Mr. Foreman is responsible for formulating Tuatara's macro 
investment strategy and for the structuring and oversight of portfolio investments.  Prior to co-
founding Tuatara in 2014, Mr. Foreman was a Managing Director with Highbridge, a $45 billion 
alternative investment management business.  Before Highbridge, Mr. Foreman worked in 
investment banking as a Managing Director in J.P. Morgan's Financial Sponsors Group, and he 
joined the bank as a Managing Director and founding member of the management team for the 
J.P. Morgan Private Equity Fund Services business.  Earlier, Mr. Foreman was a financial 
technology executive at Vitech Systems Group and Virtual Growth Incorporated, and he began 
his career as a Management Associate in Citigroup's Private Bank, where he co-founded 
Citibank's Professional Sports Group.  Mr. Foreman earned a B.S. in Finance from the University 
of Connecticut where he was a United Technologies Finance Scholar and a two-time Scholar 
Athlete Award Winner.  Mr. Foreman also holds a Juris Doctor from the Sandra Day O'Connor 
College of Law at Arizona State University, and an MBA from Arizona State University's W.P. 
Carey School of Business. 

13.2 Committees of the Board of Directors 

Directors will be appointed to the Audit Committee and the Corporate Governance and 
Compensation Committee in accordance with regulatory guidelines. The composition and 
mandate of such committees will be determined by the Willow Board. 

Following completion of the Transaction, it is anticipated that the Audit Committee will be 
comprised of 3 directors as follows: Mr. Sadiq Lalani (Chair), Mr. Donald Archibald, and Mr. Al 
Foreman.  All members of the Audit Committee are "independent", as such term is defined within 
the meaning of NI 52-110. Each proposed member of the Audit Committee is also "financially 
literate", as such term is defined within the meaning of NI 52-110, and possesses education or 
experience that is relevant for the performance of their responsibilities as Audit Committee 
members. 

It is anticipated that the Corporate Governance and Compensation Committee will be comprised 
of 3 directors as follows: Mr. Al Foreman (Chair), Dr. Fotis Kalantzis, and Mr. Donald Archibald. 
All members of the Compensation and Corporate Governance Committee are "independent", as 
such term is defined within the meaning of NI 52-110. 

13.3 Corporate Cease Trade Orders or Bankruptcies 

Except as disclosed below, none of the above directors or officers, or a securityholder anticipated 
to hold a sufficient number of securities of the Issuer to affect materially the control of the Issuer, 
within 10 years before the date of this Listing Statement, has been, a director, officer or promoter 
of any person or company that, while that person was acting in that capacity, 

(a) was the subject of a cease trade or similar order, or an order that denied the other 
issuer access to any exemptions under applicable securities law, for a period of 
more than 30 consecutive days; 
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(b) became bankrupt, made a proposal under any legislation relating to bankruptcy or 
insolvency or was subject to or instituted any proceedings, arrangement or 
compromise with creditors or had a receiver, receiver manager or trustee 
appointed to hold its assets; or 

(c) been subject to an event that resulted, after the director or executive officer ceased 
to be a director or executive officer, in the company being the subject of a cease 
trade or similar order or an order that denied the company access to any exemption 
under securities legislation, for a period of more than 30 consecutive days. 

Mr. Jerry Ericsson was the President and a director of Diacarbon Energy Inc. ("Diacarbon"), a 
corporation engaged in biofuel production. Diacarbon  was placed in receivership on February 5, 
2018 by its major creditor. On January 10, 2019 the Supreme Court of British Columbia approved 
an asset sale to existing shareholders. 

Mr. Joseph Tucker was Chief Executive Officer of Taiga Bioactives Inc.("Taiga") until he resigned 
in February 2016. Taiga went into bankruptcy proceedings in March of 2016. At no time was Mr. 
Tucker a shareholder or director of Taiga. 

Mr. Archibald was a director of Waldron Energy Corporation ("Waldron") from December 31, 
2009 to August 17, 2015. On August 6, 2015, the secured subordinated lender of Waldron 
demanded repayment in full of all amounts owed to it under its credit facility and gave notice of 
its intention to enforce its security. This repayment demand created a cross-default between 
Waldron and its secured bank lender, which subsequently demanded repayment in full of all 
amounts owed to it under its credit facility and also gave notice of its intention to enforce its 
security. After various discussions between Waldron and both its lenders, Waldron consented to 
the appointment of a receiver and manager on August 13, 2015. On August 17, 2015, a receiver 
and manager was appointed over the assets, undertakings and property of Waldron pursuant to 
an order of the Court of Queen’s Bench of Alberta. 

13.4 Penalties or Sanctions 

No proposed director or officer of the Issuer, or a securityholder anticipated to hold sufficient 
securities of the Issuer to affect materially the control of the Issuer, has: 

(a) been subject to any penalties or sanctions imposed by a court relating to securities 
legislation or by a securities regulatory authority or has entered into a settlement 
agreement with a securities regulatory authority; or 

(b) been subject to any other penalties or sanctions imposed by a court or regulatory 
body, including a self-regulatory body, that would be likely to be considered 
important to a reasonable securityholder making a decision about the Transaction. 

13.5 Personal Bankruptcies 

No proposed director or officer of the Issuer, or a securityholder anticipated to hold sufficient 
securities of the Issuer to affect materially the control of the Issuer, or a personal holding company 
of any such persons, has, within the 10 years before the date of this Listing Statement, become 
bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or been 
subject to or instituted any proceedings, arrangement or compromise with creditors, or had a 
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receiver, receiver manager or trustee appointed to hold the assets of the director, officer or 
Promoter (as such term is defined in the Securities Act (British Columbia)). 

13.6 Conflicts of Interest 

Certain of the proposed directors and officers of the Issuer are also directors, officers and/or 
promoters of other reporting and non-reporting issuers, which may give rise to conflicts of interest.  
In accordance with corporate laws, directors who have an interest in a contract or a proposed 
contract with the Issuer are required, subject to certain exceptions, to disclose that interest and 
generally abstain from voting on any resolution to approve the contract.  In addition, the directors 
are required to act honestly and in good faith with a view to the best interests of the Issuer.  Some 
of the proposed directors of the Issuer will have other employment or other business or time 
restrictions placed on them and accordingly, these proposed directors of the Issuer will only be 
able to devote part of their time to the affairs of the Issuer.  In particular, certain of the directors 
and officers will be involved in managerial and/or director positions with other cannabis or 
investment companies whose operations may, from time to time, provide financing to, or make 
equity investments in, competitors of the Issuer.  Conflicts, if any, will be subject to the procedures 
and remedies available under the ABCA upon completion of the Makena Continuance.  The ABCA 
provides that in the event that a director has an interest in a contract or proposed contract or 
agreement, the director shall disclose his interest in such contract or agreement and shall refrain 
from voting on any matter in respect of such contract or agreement unless otherwise provided by 
the ABCA. As of the date hereof, the Issuer is not aware of any existing or potential material 
conflicts of interest between the Issuer and any current or proposed director or officer of the 
Issuer.  

14. CAPITALIZATION 

The following charts provide information with respect to the Willow Shares assuming $28.5 million 
in subscriptions under the Private Placement (the final amount being subject to actual participation 
in the Private Placement): 

 Number of 
Securities 
(non-diluted) 

Number of 
Securities 
(fully-diluted) 

% of 
Issued 
(non-
diluted) 

% of 
Issued 
(fully-
diluted 

Public Float     
Total Outstanding (A) 1,708,500,005 2,590,862,031 100% 100% 
     
Held by Related Persons or 
employees of the Issuer, or by 
persons or companies who 
beneficially own or control, directly 
or indirectly, more than 5% voting 
position in the Issuer (or who would 
beneficially own or control, directly 
or indirectly, more than a 5% voting 
position in the Issuer upon exercise 
or conversion of other securities 
held) (B) 

838,630,836 1,277,387,174 49% 49% 

     
Total Public Float (A-B) 869,869,169 1,313,474,857 51% 51% 
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Freely-Tradeable Float     
Number of outstanding securities 
subject to resale restrictions, 
including restrictions imposed by 
pooling or other arrangements or in 
a shareholder agreement and 
securities held by control block 
holders(1) (C) 

1,260,883,033 2,040,384,104 74% 79% 

     
Total Tradeable Float (A-C) 447,616,972 550,477,926 26% 21% 

 
Note: 
(1) Assuming $28.5 million in subscriptions under the Private Placement. 

 
Public Securityholders (Registered)(1) 
 
Size of Holding Number of holders Total number of securities 
1 - 99 securities 5 233 
100 - 499 securities 1 200 
500 - 999 securities - - 
1,000 – 1,999 securities 1 1,594 
2,000 – 2,999 securities 1 2,000 
3,000 – 3,999 securities - - 
4,000 – 4,999 securities - - 
5,000 or more securities 144 864,015,484 

 
Note: 
(1) For the purposes of this table, "public securityholders (registered)" are registered holders of Makena Shares as 

well as registered holders of BioCan Shares and Epimeron Shares who will receive Willow Shares pursuant to the 
Arrangement. 

 
Public Securityholders (Beneficial)(1)(2) 

 
Size of Holding Number of holders Total number of securities 
1 - 99 securities 975 26,673 
100 - 499 securities 275 56,133 
500 - 999 securities 102 60,204 
1,000 – 1,999 securities 91 119,517 
2,000 – 2,999 securities 56 130,657 
3,000 – 3,999 securities 29 97,401 
4,000 – 4,999 securities 15 63,998 
5,000 or more securities 348 874,938,863 
Unable to confirm - 16,903,495 

 
Notes: 
(1) For the purposes of this table, "public securityholders (beneficial)"includes: (i) beneficial holders holding securities 

in their own name as registered shareholders; and (ii) those non-objecting beneficial holders of Makena Shares 
that hold their Makena Shares through an intermediary, but does not include "non-public securityholders". 

(2) Some of the amounts included in this table are based on the Issuer's non-objecting beneficial owner's list. The 
Issuer will have other beneficial holders of its securities that it is not aware of. 
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Non-Public Securityholders (Registered)(1) 

 
Size of Holding Number of holders Total number of securities 
1 - 99 securities - - 
100 - 499 securities - - 
500 - 999 securities - - 
1,000 – 1,999 securities - - 
2,000 – 2,999 securities - - 
3,000 – 3,999 securities - - 
4,000 – 4,999 securities - - 
5,000 or more securities 13 838,630,836 

 
Note: 
(1) For the purposes of this table, "non-public securityholders" are persons enumerated in section (B) of the above 

Capitalization table.  

 
Convertible or Exchangeable Securities 
 

Description of Security 
(conversion/exercise 
terms, including exercise 
price) 

Number of 
convertible/exercisable 
securities outstanding 

Number of listed securities 
issuable upon 
conversion/exercise 

Makena Warrants, each 
entitling the holder to 
purchase one Willow Share 
at a price of $0.035 for a 
period of five years. The 
Makena Warrants will vest 
and become exercisable as 
to: (i) one-third upon the 
Market Price equaling or 
exceeding $0.0525; (ii) an 
additional one-third upon the 
Market Price equaling or 
exceeding $0.070; and (iii) a 
final one-third upon the 
Market Price equaling or 
exceeding $0.0875. In 
addition, in the event the 
Market Price equals or 
exceeds $0.140, each 
Makena Warrant will be 
exercisable for 1.5 Willow 
Shares, provided that, at the 
time of exercise in respect of 
the additional 0.5 of a Willow 
Share per Makena Warrant, 
the Willow Shares are: (i) 
listed on the facilities of a 
recognized stock exchange 
(other than the CSE or the 

526,202,143 assuming $28.5 
million in subscriptions under 
the Private Placement. 

789,303,214 assuming $28.5 
million in subscriptions under 
the Private Placement. 
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TSXV); (ii) acquired for cash; 
or (iii) acquired for the 
securities of a company listed 
on a recognized stock 
exchange (other than the 
CSE or the TSXV). 

Pre-Transaction Makena 
Warrants, each entitling the 
holder to purchase one 
Willow Share at a weighted 
average exercise price of 
$0.33, with a weighted 
average remaining 
contractual life of 3.45 years 
(from December 31, 2018). 

18,243,708 18,243,708 

Makena Options, each 
entitling the holder to 
purchase one Willow Share 
at a weighted average 
exercise price of $0.19, with 
a weighted average 
remaining contractual life of 
1.83 years (from December 
31, 2018).  All outstanding 
Makena Options will vest and 
become exercisable until the 
date that is 30 days following 
the Effective Date, at which 
time, all outstanding Makena 
Options shall be cancelled. 

937,250 937,250 

 

15. EXECUTIVE COMPENSATION 

The statement of executive compensation contained in this section relates only to the 
proposed executive compensation of the Issuer assuming completion of the Transaction.  
For the current executive compensation of the Issuer, see the "Statement of Executive 
Compensation" in Form 51-102F6 attached as Schedule “G” to this Listing Statement. 

15.1 General 

The anticipated compensation for each of Willow's three most highly compensated executive 
officers, in addition to the proposed Chief Executive Officer and Chief Financial Officer for the 
year ended December 31, 2019 is anticipated to be as follows: 
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Non-Equity Incentive 
Plan Compensation    

Name and 
Principal 
Positions Year 

Salary 
($) 

Share-based 
Awards 
($) 

Option-based 
Awards 
($) 

Annual 
Incentive 
Plans 

Long-Term 
Incentive 
Plans 

Pension 
Value 
($) 

All Other 
Compensation 
($) 

Total 
Compensation(1) 
($) 

          
Trevor 
Peters, 
President, 
Chief 
Executive 
Officer and 
a director 

2019 120,000 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

120,000 
 

          
Travis 
Doupe 
Chief 
Financial 
Officer 

2019 120,000 
 

- 
 

- - 
 

- 
 

- 
 

- 
 

120,000 
 

          
Joseph 
Tucker(2) 
Executive 
Chairman 

2019 167,400 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

167,400 
 

          
Peter 
Facchini 
Chief 
Scientific 
Officer 

2019 79,200 - 
 

- 
 

- 
 

- 
 

- 
 

- 
 

79,200 
 

          

Note: 
(1) The Willow Board will establish a Compensation Committee, which will determine the compensation payable to 

the executive officers of Willow and, in doing so, will ensures that the total compensation payable is fair, reasonable 
and consistent with Willow's compensation philosophy. The anticipated executive compensation disclosed herein 
may differ from the compensation ultimately recommended by the Compensation Committee to the Willow Board 
for approval. 

(2) Amounts payable in USD.  For the purposes of this table, USD has been converted to CAD at a rate of CAD$1.35-
US$1.00. 
 

(a) Option-based awards 

Going forward, Willow will likely grant future option-based awards, being awards under the Option 
Plan, including, for greater certainty, by granting options to its directors, officers, employees and 
consultants. The timing, amounts, exercise price of these future option-based awards are not yet 
determined. See "Special Note Regarding Forward-Looking Information" for more information. 

(b) Pension Plan Benefits 

During the 12 month period post-Closing, it is not expected that Willow will provide for defined 
benefit plans or defined contribution plans, being plans that provide for payments or benefits at, 
following, or in connection with retirement, or provide for deferred compensation plans. See 
"Special Note Regarding Forward-Looking Information" for more information. 

(c) Compensation of Directors 

It is not expected that Willow's directors will have service contracts with respect to their roles as 
directors and be provided with cash remuneration for their service to Willow as directors.  All 
directors are entitled to participate in the Option Plan. The timing, amounts, exercise price of these 
future option-based awards are not yet determined.  See "Special Note Regarding Forward-
Looking Information" for more information. 
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16. INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS 

No existing or proposed director, executive officer or senior officer of the Issuer, BioCan or 
Epimeron is currently indebted to such Party. 

17. RISK FACTORS  

In addition to the other information contained in this Listing Statement, investors should give 
careful consideration to the following, factors, which are qualified in their entirety by reference to, 
and must be read in conjunction with, the detailed information appearing elsewhere in this Listing 
Statement. If any of the following events described as risks or uncertainties actually occurs, the 
business, prospects, financial condition and operating results of the Issuer would likely suffer, 
possibly materially. In that event, the market price of the Willow Shares could decline and 
investors could lose all or part of their investment. Additional risks and uncertainties presently 
unknown, or that are not believed to be material at this time, may also impair or have a material 
adverse effect on Willow's operations. In addition to the risks described elsewhere and the other 
information contained in this Listing Statement, prospective investors should carefully consider 
each of and the cumulative effect of all of the following risk factors. There is no assurance that 
risk management steps taken will avoid future loss due to the occurrence of the risks described 
below or other unforeseen risks. 

17.1 Risk Factors Related to Willow 

(a) BioCan's and Epimeron's prospects depend on the success of their respective 
product candidates and technologies which are at early stages of development, 
and the companies do not expect to generate revenue for several years, if at all, 
from these products and technologies. 

Given the early stage of their product development, BioCan and Epimeron can make no 
assurance that their research and development programs will result in regulatory approval or 
commercially viable products or technologies. To achieve profitable operations, BioCan and 
Epimeron, alone or with others, must successfully develop, gain regulatory approval, and market 
future products. BioCan and Epimeron currently have no products that have been approved by 
Health Canada, or any similar regulatory authority. To obtain regulatory approvals for product 
candidates being developed and to achieve commercial success, clinical trials must demonstrate 
that the product candidates are safe for human use and that they demonstrate efficacy. BioCan 
and Epimeron have no products or technologies which are currently in human clinical trials. 
Additionally, BioCan and Epimeron have no products for commercial sale or licensed for 
commercial sale, nor do the companies expect to have any such products for the next several 
years. The companies' only current potential source of revenue is licensing agreements for access 
to their respective bioinformatics platform. Such licensing agreements, if entered into, would 
provide only very limited revenues until a commercial product results from such agreement; 
significant revenues from such licenses are not expected for several years. As a result, the 
companies are not currently generating revenue from our products or technologies and do not 
expect to generate significant revenue from our products or technologies over the next several 
years and may never generate revenue from the sale or licensing of our products, or otherwise. 

Many product candidates never reach the stage of clinical testing and even those that do have 
only a small chance of successfully completing clinical development and gaining regulatory 
approval. Product candidates may fail for a number of reasons, including, but not limited to, being 
unsafe for human use or due to the failure to provide therapeutic benefits equal to or better than 
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the standard of treatment at the time of testing. Positive results of early preclinical research may 
not be indicative of the results that will be obtained in later stages of preclinical or clinical research. 
Similarly, positive results from early stage clinical trials may not be indicative of favorable 
outcomes in later-stage clinical trials. BioCan and Epimeron can make no assurance that any 
future studies, if undertaken, will yield favorable results. The early stage of their respective product 
development makes it particularly uncertain whether any of their respective product development 
efforts will prove to be successful and meet applicable regulatory requirements, and whether any 
of their respective product candidates will receive the requisite regulatory approvals, be capable 
of being manufactured at a reasonable cost or be successfully marketed. If BioCan or Epimeron 
are successful in developing current and future product candidates into approved products, the 
companies will still experience many potential obstacles such as the need to develop or obtain 
manufacturing, marketing and distribution capabilities. If BioCan and Epimeron are unable to 
successfully commercialize any products, their respective financial condition and results of 
operations may be materially and adversely affected. 

(b) BioCan and Epimeron expect to face intense competition, often from companies 
with greater resources and experience than they have. 

The cannabis and pharmaceutical industries are highly competitive and subject to rapid change. 
The industries continue to expand and evolve as an increasing number of competitors and 
potential competitors enter the market. Many of these competitors and potential competitors have 
substantially greater financial, technological, managerial and research and development 
resources and experience than we have. Some of these competitors and potential competitors 
have more experience than the companies have in the development of pharmaceutical and 
cannabis products, including validation procedures and regulatory matters. In addition, there are 
non-Health Canada approved cannabis/cannabinoid and other bioproduct preparations being 
made available from competitors, which may be competitive to the companies' products. If BioCan 
and Epimeron are unable to compete successfully, their respective commercial opportunities will 
be reduced and their respective business, results of operations and financial conditions may be 
materially harmed. 

(c) BioCan's and Epimeron's existing collaboration agreements and any that they may 
enter into in the future may not be successful. 

BioCan and Epimeron have relationships with scientific collaborators at academic and other 
institutions, some of whom conduct research at the companies' request or assist the companies 
in formulating their respective research and development strategies. These scientific 
collaborators are not the companies' employees and may have commitments to, or consulting or 
advisory contracts with, companies that conflict in interests with and pose a competitive threat to 
the companies. Moreover, to the extent that BioCan and Epimeron decide to enter into 
collaboration agreements, BioCan and Epimeron will face significant competition in seeking 
appropriate collaborators. Collaboration arrangements are complex and time consuming to 
negotiate, document and implement. BioCan and Epimeron may not be successful in their 
respective efforts to establish, implement and maintain collaborations or other alternative 
arrangements if they choose to enter into such arrangements and their selected partners may be 
given, and may exercise, a right to terminate their agreement with the companies without cause. 
The terms of any collaboration or other arrangements that BioCan and Epimeron may establish 
may not be favorable to BioCan or Epimeron, as applicable. 
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(d) Risks relating to BioCan's and Epimeron's patents, proprietary technology, and 
other intellectual property. 

BioCan's and Epimeron's success will depend, in part, on the companies' ability to obtain patents, 
protect trade secrets and operate without infringing on the proprietary rights of others. Patents 
and other proprietary rights are essential to BioCan's and Epimeron's respective businesses. We 
rely on trade secret, patent, copyright and trademark laws, and confidentiality and other 
agreements with employees and third parties, all of which offer only limited protection. BioCan 
and Epimeron general policy has been to file patent applications to protect its inventions and 
improvements to its inventions that are considered important to the development of its business. 
In certain cases, such as with the companies bioinformatics platforms, the companies have 
chosen to protect our intellectual property by treating it as confidential internal know-how. 
BioCan's and Epimeron's success will depend in part on their ability to obtain patents, defend 
patents, maintain internal know-how/trade secret protection and operate without infringing on the 
proprietary rights of others. Interpretation and evaluation of pharmaceutical patent claims present 
complex legal and factual questions. Further, patent protection may not be available for some of 
the products or technology the companies are developing. If the companies are placed in a 
position where they must spend significant time and money defending or enforcing their patents, 
designing around patents held by others or licensing patents or other proprietary rights held by 
others, their respective businesses, results of operations and financial condition may be harmed. 
In seeking to protect BioCan's and Epimeron's inventions using patents it is important to note that 
there can be no assurance that: 

• patent applications will result in the issuance of patents; 

• additional proprietary products developed will be patentable; 

• patents issued will provide adequate protection or any competitive advantages;  

• patents issued will not be successfully challenged by third parties; 

• commercial exploitation of BioCan's and Epimeron's inventions does not infringe the 
patents or intellectual property of others; or 

• BioCan and Epimeron will be able to obtain any extensions of the patent term. 

A number of pharmaceutical and biotechnology companies and research and academic 
institutions have developed technologies, filed patent applications or received patents on various 
technologies that may be related to the business of BioCan and Epimeron. Some of these 
technologies, applications or patents could limit the scope of the patents, if any, that BioCan and 
Epimeron may be able to obtain. It is also possible that these technologies, applications or patents 
may preclude BioCan and Epimeron from obtaining patent protection for their inventions. Further, 
there may be uncertainty as to whether BioCan and Epimeron may be able to successfully defend 
any challenge to their respective patent portfolios. Moreover, BioCan and Epimeron may have to 
participate in derivation proceedings, inter partes review proceedings, postgrant review 
proceedings, or opposition proceedings in the various jurisdictions around the world. An 
unfavorable outcome in a derivation proceeding, an inter partes review proceeding, a post-grant 
review proceeding, or an opposition proceeding could preclude BioCan, Epimeron or their 
respective collaborators or licensees from making, using or selling products using the technology, 
or require BioCan or Epimeron to obtain license rights from third parties. It is not known whether 
any prevailing party would offer a license on commercially acceptable terms, if at all. Further, any 
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such license could require the expenditure of substantial time and resources and could harm the 
business of BioCan and Epimeron. If such licenses are not available, BioCan and Epimeron could 
encounter delays or prohibition of the development or introduction of the product of BioCan and 
Epimeron. In the case of intellectual property where the companies have chosen to protect it by 
treating it as internal know how, such as with their bioinformatics platforms, there can be no 
assurance that others with greater expertise or access to greater resources do not develop similar 
or superior technology that impairs the competitive value of the companies' internal know-how. 

(e) BioCan's and Epimeron's insurance may be insufficient to cover losses that may 
occur as a result of its operations. 

BioCan and Epimeron intend in the future to obtain directors' and officers' liability insurance, 
property and general liability insurance and shipping and storage insurance for product 
candidates. This insurance may not remain available to the comanies or be obtainable at 
commercially reasonable rates, and the amount of coverage may not be adequate to cover any 
liability the companies incur. Future increases in insurance costs, coupled with the increase in 
deductibles, will result in higher operating costs and increased risk. If BioCan or Epimeron were 
to incur substantial liability and such damages were not covered by insurance or were in excess 
of policy limits, or if BioCan or Epimeron were to incur such liability at a time when it is not able to 
obtain liability insurance, the companies' respective businesses, results of operations and 
financial condition could be materially adversely affected. 

(f) BioCan's and Epimeron's product candidates contain compounds that may be 
classified as "controlled substances", the use of which may generate public 
controversy. 

Since cannabinoid product candidates contain substances related to the cannabis plant and may 
therefore be classified as "controlled substances", their regulatory approval may generate public 
controversy. Political and social pressures and adverse publicity could lead to delays in approval 
of, and increased expenses for these product candidates. These pressures could also limit or 
restrict the introduction and marketing of these product candidates. Adverse publicity from 
cannabis misuse or adverse side effects from cannabis or other cannabinoid products may 
adversely affect the commercial success or market penetration achievable for these product 
candidates. The nature of the companies' respective businesses attracts a high level of public 
and media interest, and in the event of any resultant adverse publicity, the companies' reputations 
may be harmed. Furthermore, if these product candidates are classified as "controlled 
substances", they may be subject to import/export and research restrictions that could delay or 
prevent the development of BioCan's and Epimeron's products in various geographical 
jurisdictions. 

(g) There may be changes in laws, regulations and guidelines which are detrimental 
to BioCan's and Epimeron's businesses. 

BioCan's and Epimeron's operations are subject to a variety of laws, regulations and guidelines 
relating to cannabinoids, as well as laws and regulations relating to health and safety, the conduct 
of operations, and the protection of the environment. While, to the knowledge of BioCan's and 
Epimeron's management, BioCan and Epimeron are currently in compliance with all such laws, 
changes to such laws, regulations and guidelines due to matters beyond the control of BioCan 
and Epimeron may cause adverse effects to our operations and financial condition. These 
changes may require BioCan or Epimeron to incur substantial costs associated with legal and 
compliance fees and ultimately require the companies to alter their business plans. In addition, if 
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the governments of Canada or the United States were to enact or amend laws relating to the 
cannabinoid industry, it may decrease the size of, or eliminate entirely, the market for BioCan's 
and Epimeron's products, may introduce significant new competition into the market and may 
otherwise potentially materially and adversely affect the companies' respective businesses, 
results of operations, and financial condition. 

(h) BioCan's and Epimeron's proprietary information, or that of their customers, 
suppliers and business partners, may be lost or they may suffer security breaches. 

In the ordinary course of business, BioCan and Epimeron may collect and store sensitive data, 
including intellectual property, data from preclinical studies, clinical trial data, BioCan's and 
Epimeron's proprietary business information and that of their respective customers, suppliers and 
business partners, and personally identifiable information of their respective customers, clinical 
trial subjects and employees, in their respective data centers and on their respective networks. 
The secure processing, maintenance and transmission of this information is critical to the 
companies' operations. Despite the companies' security measures, the companies' information 
technology and infrastructure may be vulnerable to attacks by hackers or breached due to 
employee error, malfeasance or other disruptions. Although to the companies' knowledge they 
have not experienced any such material security breach to date, any such breach could 
compromise their networks and the information stored there could be accessed, publicly 
disclosed, lost or stolen. Any such access, disclosure or other loss of information could result in 
legal claims or proceedings, liability under laws that protect the privacy of personal information, 
regulatory penalties, disrupt the companies' operations, damage to their ability to obtain patent 
protection for their product candidates, damage to their reputation, and cause a loss of confidence 
in their products and their ability to conduct clinical trials, which could adversely affect the 
companies' respective businesses and reputation and lead to delays in gaining regulatory 
approvals. 

(i) Failure of BioCan's and Epimeron's information technology systems could 
significantly disrupt the operation of the companies' businesses. 

BioCan's and Epimeron's business increasingly depends on the use of information technologies, 
which means that certain key areas such as research and development, production and sales are 
to a large extent dependent on our information systems or those of third party providers. BioCan's 
and Epimeron's ability to execute their business plans and to comply with regulators requirements 
with respect to data control and data integrity, depends, in part, on the continued and 
uninterrupted performance of their information technology systems, or IT systems and the IT 
systems supplied by third-party service providers. These IT systems are vulnerable to damage 
from a variety of sources, including telecommunications or network failures, malicious human acts 
and natural disasters. Moreover, despite network security and backup measures, some of the 
companies' servers are potentially vulnerable to physical or electronic break-ins, computer viruses 
and similar disruptive problems. Despite the precautionary measures the companies and their 
respective third-party service providers have taken to prevent unanticipated problems that could 
affect our IT systems, sustained or repeated system failures or problems arising during the 
upgrade of any of their IT systems that interrupt their ability to generate and maintain data, and 
in particular to operate their technology platform, could adversely affect their ability to operate 
their respective businesses. 
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(j) Operation Permits and Authorizations 

BioCan and Epimeron may not be able to obtain or maintain licenses, permits, authorizations or 
accreditations necessary for their respective businesses, or may only be able to do so at great 
cost. In addition, BioCan and Epimeron may not be able to comply fully with the wide variety of 
laws and regulations applicable to the cannabis and cannabinoid industry. Failure to comply with 
or to obtain the necessary licenses, permits, authorizations or accreditations could result in 
restrictions on the companies' ability to operate in the cannabis and cannabinoid industry, which 
could have a material adverse effect on their respective businesses. 

(k) Product Liability 

It is expected that BioCan and Epimeron will manufacture, process and/or distribute products 
designed to be ingested by humans. Such businesses face an inherent risk of exposure to product 
liability claims, regulatory action and litigation if products are alleged to have caused significant 
loss or injury. In addition, previously unknown adverse reactions resulting from human 
consumption of cannabis alone or in combination with other medications or substances could 
occur. A product liability claim or regulatory action against BioCan or Epimeron could: result in 
increased costs; adversely affect the companies' reputations; and have a material adverse effect 
on the results of operations and financial condition of BioCan or Epimeron, as applicable. 

(l) Public Perception of BioCan's and Epimeron's Industry 

Public opinion may result in a significant influence over the regulation of the cannabinoid industry 
in Canada, the United States and elsewhere. Even though more jurisdictions continue to pursue 
cannabis/cannabinoid legalization (medical and/or recreational), including many U.S. states, a 
negative shift in the public's perception of cannabis in Canada, the United States or any other 
applicable jurisdiction could affect future legislation or regulation. Among other things, such a shift 
could cause state jurisdictions to abandon initiatives or proposals to legalize cannabis (medical 
or recreational), thereby limiting the number of new state jurisdictions into which BioCan and 
Epimeron could expand. Any limits on future expansion may have a material adverse effect on 
BioCan's and Epimeron's respective businesses, financial condition and results of operations. 

(m) Difficulty Implementing Business Strategy  

The growth and expansion of BioCan and Epimeron is heavily dependent upon the successful 
implementation of their respective business strategies. There can be no assurance that BioCan 
or Epimeron will be successful in the implementation of their respective business strategies. 

(n) Raising additional capital may cause dilution to BioCan's and Epimeron's 
respective shareholders, restrict BioCan's and Epimeron's respective operations 
or require BioCan or Epimeron to relinquish rights to their technologies. 

The continued development of BioCan and Epimeron is expected to require additional financing. 
In order to meet its financing needs, BioCan and Epimeron may issue a significant number of 
additional BioCan Shares and Epimeron Shares, as applicable. The precise terms of any future 
financing will be determined by BioCan and Epimeron, as applicable, and potential investors and 
such future financings may significantly dilute its shareholders' percentage ownership in BioCan 
and Epimeron, as applicable. Additionally, if BioCan or Epimeron raises additional funds through 
collaborations, strategic alliances or marketing, distribution or licensing arrangements with third 
parties, they may have to relinquish valuable rights to their technologies, future revenue streams, 
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research programs or grant licenses on terms that may not be favourable to BioCan or Epimeron 
and/or that may reduce the value of BioCan Shares or Epimeron Shares, as applicable. 

(o) Reliance on Management 

The success of BioCan and Epimeron is dependent upon the ability, expertise, judgment, 
discretion and good faith of their respective management teams. While employment agreements 
or management agreements are customarily used as a primary method of retaining the services 
of key employees, these agreements cannot assure the continued services of such employees. 
Qualified individuals are in high demand and BioCan and Epimeron may incur significant costs to 
attract and retain them. In addition, BioCan's and Epimeron's lean management structure may be 
strained as BioCan and Epimeron pursue growth opportunities in the future. The loss of the 
services of such individuals, or an inability to attract other suitably qualified persons when needed, 
could have a material adverse effect on BioCan's and Epimeron's ability to execute on their 
respective business plans and strategy and BioCan and Epimeron may be unable to find 
adequate replacements on a timely basis, or at all. 

BioCan's and Epimeron's future success depends substantially on the continued services of their 
respective executive officers, key research and development personnel and key growth and 
extraction personnel. If one or more executive officers or key personnel becomes unable or 
unwilling to continue in their present positions, BioCan or Epimeron, as applicable, may not be 
able to replace them easily, or at all. In addition, if executive officers or key employees joins a 
competitor or forms a competing company, BioCan or Epimeron, as applicable, may lose know-
how, key professionals and staff members. These executive officers and key employees could 
compete with BioCan or Epimeron, as applicable, which could have a material adverse effect on 
BioCan or Epimeron, as applicable. 

(p) Early Stage Company 

Epimeron entered the biotechnology industry in 2014 and BioCan entered into the biotechnology 
and cannabinoid industry in 2017. The companies are therefore subject to many of the risks 
common to early-stage enterprises, including limitations with respect to personnel, financial, and 
other resources and lack of revenues. There is no assurance that the companies will be 
successful in achieving a return on shareholders' investment and the likelihood of success must 
be considered in light of the early stage of operations. 

(q) Conflicts of Interest  

Certain of BioCan's and Epimeron's directors and officers are, and may continue to be, involved 
in other business ventures through their direct and indirect participation in, among other things, 
corporations, partnerships and joint ventures that may become potential competitors of the 
technologies, products and services BioCan and Epimeron intend to provide. Situations may arise 
in connection with potential acquisitions or opportunities where the other interests of these 
directors and officers conflict with or diverge from BioCan's and Epimeron's interests. In 
accordance with the CBCA or the ABCA, as applicable, directors who have a material interest in, 
or who are parties to a material contract or a proposed material contract with, BioCan and 
Epimeron are required, subject to certain exceptions, to disclose that interest and generally 
abstain from voting on any resolution to approve the transaction. In addition, the directors and 
officers are required to act honestly and in good faith with a view to BioCan's and Epimeron's best 
interests. However, in conflict of interest situations, BioCan's and Epimeron's directors and 
officers may owe the same duty to another company and will need to balance their competing 
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interests with their duties to BioCan and Epimeron, as applicable. Circumstances (including with 
respect to future corporate opportunities) may arise that may be resolved in a manner that is 
unfavourable to BioCan and Epimeron. 

(r) Liability, Enforcement, Complaints, etc. 

BioCan's and Epimeron's participation in the cannabis and cannabinoid industry may lead to 
litigation, formal or informal complaints, enforcement actions, and inquiries by various federal, 
state, provincial or local governmental authorities against BioCan and Epimeron. Litigation, 
complaints, and enforcement actions involving BioCan or Epimeron could consume considerable 
amounts of financial and other corporate resources, which could have an adverse effect on 
BioCan's and Epimeron's respective future cash flows, earnings, results of operations and 
financial condition. 

(s) Dividends 

BioCan and Epimeron do not anticipate paying any dividends in the foreseeable future. Dividends 
paid by BioCan and Epimeron would be subject to tax and, potentially, withholdings. 

Any decision to declare and pay dividends in the future will be made at the discretion of the BioCan 
Board or the Epimeron Board, as applicable, and will depend on, among other things, financial 
results, cash requirements, contractual restrictions and other factors that the BioCan Board or the 
Epimeron Board, as applicable, may deem relevant. As a result, investors may not receive any 
return on an investment in the BioCan Shares or Epimeron Shares unless they sell their BioCan 
Shares or Epimeron Shares, as applicable, for a price greater than that which such investors paid 
for them. 

(t) General Economic Trends 

The worldwide economic slowdown and tightening of credit in the financial markets may impact 
the businesses of BioCan and Epimeron, which could have an adverse effect on the companies' 
respective businesses, financial condition or results of operations. Adverse changes in general 
economic or political conditions in Canada and the United States could adversely affect BioCan's 
and Epimeron's respective businesses, financial condition or results of operations. 

(u) Tax Risk 

Prospective investors should be aware that the purchase of any of BioCan's or Epimeron's 
securities may have tax consequences in Canada and other jurisdictions. Prospective investors 
should consult with their own independent tax advisor before purchasing any of BioCan's or 
Epimeron's securities. 

(v) Forward Looking Information May Prove to be Inaccurate 

Investors are cautioned not to place undue reliance on forward looking information. By its nature, 
forward looking information involves numerous assumptions, known and unknown risks and 
uncertainties, of both a general and specific nature, that could cause actual results to differ 
materially from those suggested by the forward looking information or contribute to the possibility 
that predictions, forecasts or projections will prove to be materially inaccurate. 
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17.2 Risk Factors Related to Willow Following Completion of the Arrangement 

(a) Potential Undisclosed Liabilities Associated with the Arrangement. 

In connection with the Arrangement, there may be liabilities that Makena failed to discover or was 
unable to quantify in its due diligence, which it conducted prior to the execution of the Arrangement 
Agreement and Willow may not be indemnified for some or all of these liabilities. 

(b) Others 

As Willow will be carrying on substantially the same business as BioCan and Epimeron, the risk 
factors set forth in sections 17.3 and 17.4 will apply to Willow following completion of the 
Arrangement. 

18. PROMOTERS 

This section is not applicable to the Issuer or Willow. 

19. LEGAL PROCEEDINGS AND REGULATORY ACTIONS 

19.1 Legal Proceedings 

There are no legal proceedings material to the Issuer, BioCan or Epimeron to which any of such 
Parties is, or has been, a party or of which any of their property is, or has been, the subject matter, 
and to the knowledge of the management of each Party, there are no such proceedings 
contemplated. 

19.2 Regulatory Actions 

There are no: 

(a) penalties or sanctions imposed against the Issuer, BioCan or Epimeron relating to 
provincial and territorial securities legislation or by a securities regulatory authority 
within the three years immediately preceding the date of this Listing Statement; 

(b) other penalties or sanctions imposed by a court or regulatory body against the 
Issuer, BioCan or Epimeron which would be necessary so that this Listing 
Statement contains full, true and plain disclosure of all material facts relating to the 
Makena Shares; and 

(c) settlement agreements the Issuer, BioCan or Epimeron have entered into before 
a court relating to provincial and territorial securities legislation or with a securities 
regulatory authority within the three years immediately preceding the date hereof. 

20. INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

Other than as described elsewhere in this Listing Statement, no director or executive officer of 
the Issuer, BioCan or Epimeron or any person or company that is the direct or indirect beneficial 
owners of, or who exercises control or direction over, more than 10% of any class of any of the 
Parties' outstanding voting securities, or an associate or affiliate of any persons or companies 
referred to in this paragraph, has any material interest, direct or indirect, in any transaction within 
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the three years before the date of this Listing Statement, or in any proposed transaction, that has 
materially affected or will materially affect any of the Parties including Willow. 

21. AUDITORS, TRANSFER AGENT AND REGISTRAR 

21.1 Auditors 

The auditor of Willow will be, KPMG LLP, located at 3100, 205 5 Avenue S.W., Calgary, Alberta  
T2P 4B9. 

21.2 Transfer Agent and Registrar 

The transfer agent and registrar of Willow will be Alliance Trust Company at its principal office in 
Calgary, Alberta. 

22. MATERIAL CONTRACTS 

Other than the Arrangement Agreement, the Issuer and BioCan have not entered into any 
contracts within two years of the date hereof which are currently in effect and are considered to 
be currently material. 

Other than the Arrangement Agreement and the Research Contract, Epimeron has not entered 
into any contract, other than contracts entered into in the ordinary course of business, that is 
material to Epimeron and that was entered into within the most recently completed financial year 
or before the most recently completed financial year but is still in effect. 

23. INTEREST OF EXPERTS 

No person or company whose profession or business gives authority to a statement made by the 
person or company and who is named as having prepared or certified a part of this Listing 
Statement or as having prepared or certified a report or valuation described or included in this 
Listing Statement holds any beneficial interest, direct or indirect, in any securities or property of 
the Parties or of an Associate or Affiliate of the Parties and no such person is expected to be 
elected, appointed or employed as a director, senior officer or employee of the Parties or of an 
Associate or Affiliate of the Parties and no such person is a promoter of the Parties or an Associate 
or Affiliate of the Parties (as such terms are defined in the Securities Act (Alberta)). KPMG LLP 
and DMCL are independent of BioCan, Epimeron and the Issuer, in accordance with the rules of 
professional conduct of Chartered Professional Accountants of Alberta and the Chartered 
Professional Accountants of British Columbia, respectively. 

24. OTHER MATERIAL FACTS 

There are no other material facts that are not elsewhere disclosed herein and which are necessary 
in order for this document to contain full, true and plain disclosure of all material facts relating to 
the Parties. 
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25. FINANCIAL STATEMENTS 

25.1 Financial Statements 

See Schedules "A", "B" and "C" of this Listing Statement for: (a) the Makena Annual Financial 
Statements and Makena Interim Financial Statements; (b) the BioCan Annual Financial 
Statements and BioCan Interim Financial Statements; and (c) the Epimeron Annual Financial 
Statements and Epimeron Interim Financial Statements, respectively, for more information. 

25.2 Pro-forma Financial Statements 

See Schedule “H” of this Listing Statement for the unaudited pro forma financial statements 
outlining selected financial information of Willow as at December 31, 2018 and for the year ended 
June 30, 2018 and BioCan and Epimeron as at September 30, 2018 and for the years ended 
December 31, 2017 and for selected pro forma financial information of Willow as at December 
31, 2018 and for the year ended June 30, 2018 after giving effect to the Arrangement. 



 

  

MAKENA CERTIFICATE 

Pursuant to a resolution duly passed by the Makena Board, the Issuer hereby applies for the 
listing of the above mentioned securities on the CSE.  The foregoing contains full, true and plain 
disclosure of all material information relating to the Issuer. It contains no untrue statement of a 
material fact and does not omit to state a material fact that is required to be stated or that is 
necessary to prevent a statement that is made from being false or misleading in light of the 
circumstances in which it was made. 

DATED at Calgary, Alberta, this 12th day of April, 2019. 

   
(signed) "Trevor Peters"  (signed) "Travis Doupe" 

Name: Trevor Peters  Name: Travis Doupe 
Title:    President and CEO  Title:    Chief Financial Officer 
   
   
(signed) "Peter Seufer-Wasserthal"  (signed) "Sadiq H. Lalani" 

Name: Peter Seufer-Wasserthal  Name: Sadiq H. Lalani 
Title:    Director  Title:    Director 

 

 

  



 

  

BIOCAN CERTIFICATE 

The foregoing contains full, true and plain disclosure of all material information relating to the 
BioCan. It contains no untrue statement of a material fact and does not omit to state a material 
fact that is required to be stated or that is necessary to prevent a statement that is made from 
being false or misleading in light of the circumstances in which it was made. 

DATED at Calgary, Alberta, this 12th day of April, 2019. 

   
(signed) "Mathias Schuetz"  (signed) "Travis Doupe" 

Name: Mathias Schuetz  Name: Travis Doupe 
Title:    Chief Scientific Officer  Title:    Chief Financial Officer 
   
   
(signed) "Trevor Peters"  (signed) "Jonathan Chan" 

Name: Trevor Peters  Name: Jonathan Chan 
Title:    Director  Title:    Director 

 

  



 

  

EPIMERON CERTIFICATE 

The foregoing contains full, true and plain disclosure of all material information relating to the 
Epimeron. It contains no untrue statement of a material fact and does not omit to state a material 
fact that is required to be stated or that is necessary to prevent a statement that is made from 
being false or misleading in light of the circumstances in which it was made. 

DATED at Calgary, Alberta, this 12th day of April, 2019. 

   
(signed) "Joseph Tucker"  (signed) "Jillian Hagel" 

Name: Joseph Tucker  Name: Jillian Hagel 
Title:  Chief Executive Officer and Director  Title:  Chief Operating Officer and Director 
   
   
(signed) "Peter Facchini"   

Name: Peter Facchini   
Title:  Chief Scientific Officer and Director   



 

  

SCHEDULE “A” 
MAKENA AUDITED AND INTERIM FINANCIAL STATEMENTS 

(See Attached.) 



 

 

 
 
 
 
 
 
 
 
 
 
 

MAKENA RESOURCES INC. 

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 
 

For the three and six months ended December 31, 2018 and 2017 

(Expressed in Canadian dollars) 
(Unaudited) 
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MAKENA RESOURCES INC. 

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION 
(Expressed in Canadian dollars) 

(Unaudited) 
 

ASSETS Notes 
December 31, 

 2018 
June 30, 

 2018 
  (unaudited)  
Current assets    
 Cash   $ 28,502 $ 92,424 
 Marketable securities 5  35,000  90,525 
 Receivables 6 217,922 107,879 
Total current assets   281,424  290,828 
    
Non-current assets    
     Receivables 6 - 200,000 
 Marketable securities 5  -  75,000 
 Exploration and evaluation assets 6  1,240,574  158,353 
    
Total assets  $ 1,521,998 $ 724,181 

    
LIABILITIES     
Current liabilities    
 Trade payables and accrued liabilities 7,12 $ 1,144,274 $ 869,187 
    
Total liabilities   1,144,274  869,187 

    
SHAREHOLDERS’ EQUITY (DEFICIENCY)  
Share capital 9  22,820,512  21,773,762 
Reserves 10   2,584,930   2,568,641 
Accumulated deficit   (25,027,718)  (24,487,409) 
    
Total shareholders’ equity (deficiency)   377,724  (145,006) 
    
Total liabilities and shareholders’ equity (deficiency)  $ 1,521,998 $ 724,181 
    

Nature and continuance of operations (Note 1) 
Subsequent events (Note 15) 
 
APPROVED BY THE DIRECTORS:   
   

“Spencer Smyl” Director  “Darren Reeves” Director 
Spencer Smyl   Darren Reeves  

 
 
 
 
 
 
 

The accompanying notes are an integral part of these condensed consolidated interim financial statements. 
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MAKENA RESOURCES INC. 
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF LOSS AND COMPREHENSIVE 

LOSS 
(Expressed in Canadian dollars) 

(Unaudited) 
 

 
 

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

 Three months ended Six months ended 
 December 31, December 31, 
 2018 2017 2018 2017 
     
Operating expenses     
 Consulting $         111,600 $         111,600 $         223,200 $         223,200 
 Management fees – Note 12  7,500  -  15,000  - 
 Office and miscellaneous  12,487  12,322  25,658  19,822 
 Professional fees – Note 12  57,418  22,684  87,550  32,505 
 Shareholder information  5,901  -  10,207  - 
     Investor relations 208 - 31,092 - 
 Share-based payments – Note 9 -  -  16,289  - 
 Transfer agent and filing fees  5,562  6,109  28,060  18,201 
 Travel and promotion – Note 12  10,737  9,603  21,565  18,978 
     
  (211,413)  (162,318)  (458,621)  (321,706) 
     
 Interest expense – Note 7  -  (5,082)  -  (21,997) 
     Gain on write-off of trade payables 1,201  1,201  
 Loss on sale of marketable securities – Note 5  (67,487)  -  (73,064)  - 
     Unrealized gain (loss) on marketable securities –    
     Note 5  45,000  -  (9,825)  - 
 Write-down of exploration and evaluation assets  
      – Note 6  -  -  -  (69,000) 

     
  (21,286)  (5,082)  (81,688) (90,997) 
     
Net loss and comprehensive loss for the period $ (232,699) $ (167,400) $ (540,309) $ (403,703) 
     
Loss per share – basic and diluted – Note 11 $           (0.01) $           (0.01) $           (0.02) $           (0.03) 
     
Weighted average number of shares outstanding 
 – basic and diluted – Note 11  35,244,590 17,367,672  31,028,829  12,279,714 
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MAKENA RESOURCES INC. 
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS 

(Expressed in Canadian dollars) 
(Unaudited) 

 
 Six months ended 

December 31, 
 2018 2017 
   
Operating Activities   
 Loss for the period $ (540,309) $ (403,703) 
 Adjustments for non-cash items:   
  Accrued interest on loans payable  -  21,997 
  Gain on write off of trade payables (1,201) - 
  Loss on sale of marketable securities  73,064  - 
  Unrealized loss on marketable securities  9,825  - 
  Share-based payments  16,289  - 
  Write-down of exploration and evaluation assets  -  69,000 
   
 Changes in non-cash working capital items:   
  Receivables  89,957  7,463 
  Prepaid expenses  -  6,474 
  Trade payables and accrued liabilities  276,288  (9,062) 
   
Cash used in operating activities  (76,087)  (307,831) 
   
Investing Activities   
 Exploration and evaluation assets  (35,471) - 
 Proceeds on sale of marketable securities 47,636  
   
Cash provided by in investing activities  12,165  - 
   
Financing Activities   
 Proceeds from issuance of share capital  -  500,000 
 Share issue costs -  (10,499) 
 Interest paid  -  (24,252) 
 Loan repayment -  (41,500) 
   
Cash provided by financing activities - 423,749 
   
Change in cash during the period  (63,922)  115,918 
Cash, beginning of the period  92,424  103,902 
   
Cash, end of the period $         28,502 $         219,820 

Supplemental disclosure with respect to cash flows (Note 14) 
 

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



Makena Resources Inc.  
Notes to the Condensed Consolidated Interim Financial Statements 
December 31, 2018 
(Expressed in Canadian dollars) 
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1. NATURE AND CONTINUANCE OF OPERATIONS 

 
Makena Resources Inc. (the “Company”) is an exploration stage public company and is listed 
on the Canadian Securities Exchange (the “CSE”) under the symbol “MKNA”. The Company’s 
principal business activities include acquiring and exploring exploration and evaluation assets.  
 
The Company’s head office and principal business address is Suite 1470, 701 West Georgia 
Street, Vancouver, British Columbia, V7Y 1C6. The Company’s registered and records office 
is located at 800 – 885 West Georgia Street, Vancouver, British Columbia, V6C 3H1. 
 
The business of mining and exploring for minerals involves a high degree of risk and there can 
be no assurance that current exploration programs will result in profitable mining operations. 
The recoverability of the carrying value of exploration properties and the Company's continued 
existence is dependent upon the preservation of its interest in the underlying properties, the 
discovery of economically recoverable reserves, the achievement of profitable operations, or 
the ability of the Company to raise alternative financing, as necessary, or alternatively upon 
the Company's ability to dispose of its interests on an advantageous basis. Changes in future 
conditions could require material write-downs of the carrying values. 
 
These condensed consolidated interim financial statements have been prepared on a going 
concern basis, which contemplates the realization of assets and discharge of liabilities in the 
normal course of business. As at December 31, 2018, the Company had a working capital 
deficiency of $862,850, had not yet achieved profitable operations and has an accumulated 
deficit of $25,027,718 since its inception. The Company expects to incur further losses in the 
development of its business, all of which cast substantial doubt on the Company’s ability to 
continue as a going concern. The Company will require additional financing in order to conduct 
its planned work programs on exploration and evaluation assets, meet its ongoing levels of 
corporate overhead and discharge its liabilities as they come due. While the Company has been 
successful in securing financings in the past, there is no assurance that it will be able to do so 
in the future. Accordingly, these condensed consolidated interim financial statements do not 
give effect to adjustments, if any, that would be necessary should the Company be unable to 
continue as a going concern. If the going concern assumption was not used, then the 
adjustments required to report the Company’s assets and liabilities on a liquidation basis could 
be material to these consolidated financial statements. 
 
On December 20, 2018, the Company announced: (a) non-brokered private placement of up to 
an aggregate of $15.0 million (the “Private Placement”); (b) the appointment of a new 
management team (the “New Management Team”) and new board of directors (the “New 
Board”_ in connection with the completion of the Private Placement  (collectively “the 
Recapitalization”); and (c) the execution of a nonbinding letter of intent with BioCan 
Technologies Inc. (“BioCan”) and Epimeron Inc. (“Epimeron”) dated as of December 19, 2018, 
pursuant to which, concurrent with the completion of the Recapitalization, the Company will: 
(i) acquire all of the: (A) common shares in the capital (“BioCan Shares”) of BioCan; and (B) 
common shares in the capital (“Epimeron Shares”) of Epimeron through the issuance of an 
aggregate of 857,142,858 common shares (“Common Shares”) of the Company for a total 
transaction value of $30.0 million; and (ii) complete a business combination with BioCan and 
Epimeron pursuant to a plan of arrangement under the Alberta Business Corporations Act 
which will result in the combination of the Company, BioCan and Epimeron under the name 
Willow Biosciences Inc.  



Makena Resources Inc.  
Notes to the Condensed Consolidated Interim Financial Statements 
December 31, 2018 
(Expressed in Canadian dollars) 
(Unaudited) 

8 
 

 
1.       NATURE AND CONTINUANCE OF OPERATIONS (cont’d) 

On January 31, 2019, the parties entered into an amending agreement, whereby the parties 
amended the letter of intent, dated December 19, 2019, by extended the deadline for closing 
the Transaction from January 31, 2019 to March 29, 2019.  

Management believes the Recapitalization will help to alleviate the significant doubt of the 
Company’s ability to continue as a going concern. 

2. BASIS OF PRESENTATION 
 

a) Statement of Compliance 
 
These condensed consolidated interim financial statements of the Company have been 
prepared in accordance with International Accounting Standard 34 Interim Financial 
Reporting as issued by the International Accounting Standards Board (“IASB”). Therefore, 
these condensed consolidated interim financial statements do not include all of the information 
required for full annual financial statements and should be read in conjunction with the 
Company’s most recently issued audited financial statements for the year ended June 30, 2018, 
which includes information necessary or useful to understanding the Company’s business and 
financial statement presentation. In particular, the Company’s significant accounting policies, 
use of judgements and estimates were presented in Note 2 and Note 3 of these financial 
statements and have been consistently applied in the preparation of these condensed 
consolidated interim financial statements. 

 
These condensed consolidated interim financial statements were authorized for issue by the 
Board of Directors on February 29, 2019. 

 
b) Basis of Measurement  

 
These condensed consolidated interim financial statements have been prepared on a historical 
cost basis, except for certain financial instruments that are initially measured at fair value 
through profit or loss. 
 
These condensed consolidated interim financial statements are presented in Canadian dollars, 
which is also the Company’s and its subsidiaries’ functional currency. 
 
The preparation of these condensed consolidated interim financial statements in accordance 
with IFRS requires management to make estimates, judgements and assumptions that affect 
the reported amount of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amount of expenses during 
the period.  Actual results could differ from these estimates. 

 
These condensed consolidated interim financial statements include estimates which, by their 
nature, are uncertain. The impact of such estimates is pervasive throughout these condensed 
consolidated interim 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.  



Makena Resources Inc.  
Notes to the Condensed Consolidated Interim Financial Statements 
December 31, 2018 
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2. BASIS OF PREPARATION (continued) 

 
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 (Note 4). 
 
c) Basis of Consolidation 

 
These condensed consolidated interim financial statements include the accounts of the 
Company and its wholly-owned subsidiaries. All inter-company balances, transactions, 
income, and expenses have been eliminated upon consolidation. 
 
Subsidiaries are entities controlled by the Company. Control exists when the Company has 
power over an entity, when the Company is exposed, or has rights, to variable returns from the 
entity and when the Company has the ability to affect those returns through its power over the 
entity. Subsidiaries are included in the condensed consolidated interim financial results of the 
Company from the effective date of acquisition up to the effective date of disposition or loss 
of control. Where necessary, adjustments are made to the financial statements of subsidiaries 
to bring their accounting policies into line with those used by the Company. 
 
The subsidiaries of the Company are as follows: 
 

 
 
 
Name of subsidiary 

 
 
 

Principal 
Activity 

 
 

Place  
of 

Incorporation 

Ownership 
Interest 

December 31, 
2018 

Ownership 
Interest 
June 30, 

2018 
Canasia Clone 
Property Corp. Holding company Canada 100% 100% 

Barker Cariboo 
Gold Corp. Holding company Canada N/A 100% 

1174697 B.C. Ltd. Holding company Canada 100% N/A 
     
 
During the six months ended December 31, 2018, 1174697 B.C. Ltd. became a wholly-owned 
subsidiary of the Company (Note 6).  
 
During the six months ended December 31, 2018, the Company also amalgamated Canasia 
Clone Property Corp and Barker Cariboo Gold Corp into Canasia Clone Property Corp., 
incorporated on October 1, 2018. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES   

 
The accounting policies followed by the Company are set out in Note 3 to the audited 
consolidated financial statements for the year ended June 30, 2018 and have been consistently 
followed in the preparation of these consolidated condensed interim financial statements.  
 
Except as disclosed in the Changes in Accounting Policies below, the Company has used the 
same accounting policies and methods of computation as in the audited annual consolidated 
financial statements for the year ended June 30 2018. 

 
a) Accounting standards adopted effective July 1, 2018 
 
Effective July 1, 2018, the following standards were adopted without any material impact on 
the condensed consolidated interim financial statements. 
 
IFRS 9 – Financial Instruments (“IFRS 9”)  
 
The Company adopted IFRS 9 effective July 1, 2018 on a retrospective basis and applied the 
transitional provisions, so that any adjustments would be recorded in opening retained earnings 
at July 1, 2018. IFRS 9, addresses the classification, measurement and recognition of financial  
assets and financial liabilities. The adoption of IFRS 9 supersedes the guidance relating to the 
classification and measurement of financial instruments in IAS 39, Financial Instruments: 
Recognition and Measurement (IAS 39). 
 
IFRS 9 requires financial assets to be classified into three measurement categories on initial 
recognition: (i) those measured at fair value through profit and loss, (ii) those measured at fair 
value through other comprehensive income and (iii) those measured at amortized cost. 
Measurement and classification of financial assets is dependent on the entity’s business model 
for managing the financial assets and the contractual cash flow characteristics of the financial 
asset. For financial liabilities, the IFRS 9 requirements are similar to those of IAS 39. The main 
distinction is that, in cases where the fair value option is chosen for financial liabilities, the part 
of a fair value change relating to an entity’s own credit risk is recorded in other comprehensive 
income rather than the income statement, unless this creates an accounting mismatch.  
 
IFRS 9 introduces a single expected credit loss model for calculating impairment for financial 
assets, which is based on changes in credit quality since initial recognition. The adoption of 
the expected credit loss impairment model did not have a significant impact on the Company’s 
condensed interim financial statements and did not result in a transitional adjustment. 
 
The Company has no hedges on its condensed consolidated interim financial statements for the 
reporting period. 
 
The Company has concluded that the adoption of IFRS 9 did not require any transitional 
adjustments to the classification or measurement of the Company’s financial assets and 
financial liabilities. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
IFRS 2 – Share-based Payments (“IFRS 2”) 
 

In June 2016 the Board issued the final amendments to IFRS 2 which amended (a) the effects 
that vesting conditions have on the measurement of a cash-settled share-based payment; (b)  
the accounting for modification of the terms of a share-based payment that changes the 
classification of the transaction from cash-settled to equity settled; and (c) classification of 
share-based payment transactions with net settlement features. 
 
The adoption of IFRS 2, effective July 1, 2018, did not have a material impact on the 
Company’s condensed consolidated interim financial statements. 
 
IFRS 15 - Revenue from Contracts with Customers (“IFRS 15”)  
 
In May 2014, the IASB issued IFRS 15 – Revenue from Contracts with Customers ("IFRS 15") 
which supersedes IAS 11 – Construction Contracts, IAS 18 – Revenue, IFRIC 13 – Customer 
Loyalty Programmes, IFRIC 15 – Agreements for the Construction of Real Estate, IFRIC 18 – 
Transfers of Assets from Customers, and SIC 31 – Revenue – Barter Transactions Involving 
Advertising Services. IFRS 15 establishes a comprehensive five-step framework for the timing 
and measurement of revenue recognition.  
 
The adoption of IFRS 15, effective July 1, 2018, did not have any impact on the Company’s 
financial statements as the Company does not currently have revenue. 

  
(a) Accounting standards issued but not yet effective 

 
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 new standard and is currently 
evaluating the impact, if any, that the following new standard might have on its condensed 
consolidated interim financial statements. 

 
IFRS 16 ‘Leases’ (“IFRS 16”) 
 

IFRS 16 will be effective for accounting periods beginning on or after January 1, 2019. Early 
adoption will be permitted, provided the Company has adopted IFRS 15. This standard sets 
out a new model for lease accounting. Adoption by the Company will be effective July 1, 2019 
and is not expected to have a material impact on the condensed consolidated interim financial 
statements. 
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4. USE OF ESTIMATES AND JUDGMENTS  
 

Significant assumptions about the future and other sources of estimation uncertainty that 
management has made at the financial position reporting date, 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. 
 
There have been no material revisions to the nature and amount of changes in estimates of 
amounts reported in the audited annual financial statements at June 30, 2018. 
 

5. MARKETABLE SECURITIES 
 
 Number of Shares Market Value 
Balance, June 30, 2018 2,207,000 $                 165,525 
Additions - - 
Dispositions (1,207,000) (47,636) 
Fair value adjustment - (82,889) 
Balance, December 31, 2018 1,000,000 $                   35,000 

 
During the year ended June 30, 2018, the Company received 3,000,000 shares of Sunvest 
Minerals Corp (“Sunvest”), a publicly traded company, as consideration for the BC Clone 
mineral claims (Note 6). These shares were valued at $300,000 and classified as fair value 
through profit or loss. The Company agreed not to sell, deal, assign or transfer 1,000,000 of 
these shares until February 12, 2018, 1,000,000 until October 5, 2018 and 1,000,000 until 
October 5, 2019. 
 
During the six months ended December 31, 2018, the Company sold 1,207,000 shares of 
Sunvest for $47,636 and recorded a loss on sale of marketable securities of $73,064. 
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6. EXPLORATION AND EVALUATION ASSETS (continued) 

 
Title to Interests in Exploration and Evaluation Assets  

 
Title to exploration and evaluation asset interests involves certain inherent risks due to the 
difficulties of determining the validity of certain claims as well as the potential for problems 
arising from the frequently ambiguous conveyancing history characteristic of many exploration 
and evaluation assets. The Company has investigated title to all of its exploration and 
evaluation assets and, to the best of its knowledge, title to all of its interests are in good 
standing.  However, this should not be construed as a guarantee of title.  The concessions may 
be subject to prior claims, agreements or transfers, and rights of ownership may be affected by 
undetected defects. 
 

 BC Clone Mineral Claims - Option Agreement 
 
 On September 26, 2017, the Company entered into a purchase agreement (the “Agreement”) 

with an arm’s length party, Sunvest. Sunvest agreed to acquire all of the Company’s right, title 
and interest in and to the undivided 50% interest in the Clone mineral claims. In consideration, 
Sunvest agreed to pay the Company an aggregate total of $300,000 over a two-year period 
($100,000 on or before October 5, 2018 (subsequently received) and the remaining $200,000 
on or before October 5, 2019); issue 3,000,000 common shares of Sunvest to the Company on 
or before October 10, 2017 (received); and assume the liabilities incurred by the Company in 
connection with its interest in the Clone mineral claims totalling $72,386 (assumed). The 
Company agreed not to sell, deal, assign or transfer 1,000,000 of Sunvest shares until February 
12, 2018, 1,000,000 until October 5, 2018 and 1,000,000 until October 5, 2019. Accordingly, 
the Company further wrote off the carrying value of the Clone mineral claims by $454,766 as 
of June 30, 2017 and $64,000 as of June 30, 2018, respectively. This transaction closed during 
the year ended June 30, 2018. 

 
 During the six months ending December 31, 2018, the Company received $100,000 to satisfy 

the first payment. 
 
 As of December 31, 2018, the Company has a receivable balance of $200,000 (June 30, 2018 

- $300,000) pursuant to the cash payments to be received. Out of the balance, $200,000 (June 
30, 2018 - $100,000) is classified as a current receivable and the remaining $Nil (June 30, 2018 
- $200,000) is classified as a non-current asset. 
 
SK DB Diamond Prospect – Share Purchase Agreement 
 
On June 28, 2016, the Company entered into a share purchase agreement (the “Agreement”) 
with three arm’s length vendors (the “Vendors”) to purchase 100% of the issued and 
outstanding shares of DB Diamond Holdings Inc. (“DB”), which holds a 100% interest in 
prospective diamond claims in the Athabasca region of Saskatchewan. The acquisition has been 
accounted for as an asset acquisition. In July 2016, the Company issued 800,000 shares with a 
fair value of $560,000 to the Vendors pursuant to the Agreement. 
 
In September 2018, the Company decided to drop the property claims. Accordingly, prior 
acquisition costs of $560,000 associated with these claims were written off as of June 30, 2018. 
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6. EXPLORATION AND EVALUATION ASSETS (continued) 

 
QC Bachman Lithium Prospect – Share Purchase Agreement 
 
On August 24, 2016, the Company entered into a share purchase agreement (the “Agreement”) 
with three arm’s length vendors (the “Vendors”) to purchase 100% of the issued and 
outstanding shares of Bachman Lithium Corp. (“Bachman”). The sole asset of Bachman 
consisted of certain mineral claims in the Abitibi area of Quebec Province. The acquisition has 
been accounted for as an asset acquisition. In September 2016, the Company issued 675,000 
shares with a fair value of $270,000 to the Vendors pursuant to the Agreement. 
 
During the year ended June 30, 2018, the Company decided to reduce the size of certain mineral 
claims. Accordingly, prior acquisition costs of $133,291 associated with these claims were 
written off as of June 30, 2018. 

 
BC Barker Cariboo Gold Prospect (Barkerville West) – Share Purchase Agreement 
 
On December 20, 2017, the Company entered into a share purchase agreement (the 
“Agreement”) with an arm’s length vendor (the “Vendor”) to purchase 100% of the issued and 
outstanding shares of Barker Cariboo Gold Corp. (“Barker”). The sole asset of Barker consisted 
of certain mineral claim in the Cariboo Region of British Columbia. The acquisition was 
accounted for as an asset acquisition. In January 2018, the Company issued 2,300,000 shares 
with a fair value of $368,000 and paid $15,000 to the Vendor pursuant to the Agreement. Barker 
became a wholly-owned subsidiary of the Company. 
 
During the year ended June 30, 2018, the mineral claims were dropped and prior acquisition 
costs of $383,000 and exploration costs of $9,800 associated with these claims were written 
off as of June 30, 2018. 
 
BC Barker Cariboo Gold Prospect (Barkerville South) – Property Purchase Agreement 
 
On May 4, 2018, the Company entered into a property purchase agreement with an arm’s length 
vendor to acquire a 100% interest in 641 hectares of land prospective for gold in the Cariboo 
Region of of British Columbia. (“Barkerville South”) for consideration of 2,100,000 common 
shares in the Company. On July 17, 2018, the Company issued 2,100,000 shares with a fair 
value of $168,000 to the Vendor pursuant to the Agreement. 
 
NL Moosehead Gold Prospect (Moosehead Northeast) – Share Purchase Agreement 
 
On August 8, 2018, the Company entered into a share purchase agreement (the “Agreement”) 
with an arm’s length vendor (the “Vendor”) to purchase 100% of the issued and outstanding 
shares of 1174697 B.C. Ltd. (“NumCo”). The sole asset of NumCo consisted of an interest in 
the Moosehead Northeast claims in the vicinity of Sokoman Iron Corp. located in Central 
Newfoundland. The acquisition was accounted for as an asset acquisition. In September 2018, 
the Company issued 9,250,000 shares with a fair value of $878,750 and paid $10,000 to the 
Vendor pursuant to the Agreement. 1174697 B.C. Ltd became a wholly-owned subsidiary of 
the Company. 
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6. EXPLORATION AND EVALUATION ASSETS (continued) 

 
NL Black Spruce Gold Prospect (Moosehead Expansion) – Property Purchase Agreement 
 
On August 14, 2018, the Company announced the intent to acquire land in the Moosehead Gold 
District. Under the terms of the Letter of Intent, the Company was to acquire 100% of the issued 
and outstanding shares of a privately owned company (“Privco”) through the issuance of 
7,500,000 common shares of the Company and an aggregate cash payment of $50,000 to the 
shareholders of Privco. In September 2018, the Company announced that it was no longer 
proceeding with the proposed acquisition to acquire Privco.  
 
In September 2018, the Company was named as a defendant in an action commenced by an 
arm’s length vendor (the “plaintiff”) in the Supreme Court of British Columbia. The plaintiff 
alleged that the Company had breached the agreement relating to the proposed acquisition of 
Privco. 
 
On October 16, 2018, the Company entered into a loan facility agreement with an arm’s length 
party for an amount up to $250,000 to be advanced in tranches at such times and in such 
amounts in the lender’s sole discretion upon request from the Company. The proceeds were 
restricted for the use of legal costs associated with the civil claim brought against the Company 
on September 19, 2018. Pursuant to the terms of the loan, each tranche matures in eighteen 
months following the date of advance, bear interest at 12% per annum plus 25% of any 
settlement in the event of a counter lawsuit. 
 
On November 26, 2018, the Company announced the dismissal of the lawsuit. Concurrent with 
the dismissal of the lawsuit, the loan facility can no longer be drawn upon. 
 

7. TRADE PAYABLES AND ACCRUED LIABILITIES 
 

Trade payables and accrued liabilities recognized in the statement of financial position can be 
analyzed as follows: 

 
 December 31,  

2018 
June 30,  

2018 
Trade payables $ 1,003,509 $ 740,861 
Accrued liabilities  140,765  128,326 
 $ 1,144,274 $ 869,187 
 

All amounts are short-term. The carrying value of trade payables and accrued liabilities is 
considered a reasonable approximation of fair value. 
 
During the year ended June 30, 2018, the Company issued 36,167 units pursuant to trade 
payables settlement totaling $4,340 with a fair value of $14,020. Each unit consisted of one 
common share of the Company and one share purchase warrant which entitles the holder to 
purchase one additional common share of the Company at a price of $0.16 per share until 
October 27, 2022. The Company recorded a loss on the settlement of $9,680 for the six months 
ended December 31, 2017.  
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8. LOANS PAYABLE  
 

In May 2017, the Company announced a private placement of up to 14,583,333 units at $0.12 
per unit for gross proceeds of up to $1,750,000. The Company received $1,236,000 in share 
subscriptions from eight arm's length parties and one director of the Company (collectively, 
the "Subscribers) in connection with this private placement. In June 2017, the Company 
cancelled the private placement. The Company entered into loan agreements (the 
Agreements") with the Subscribers. Pursuant to the terms of the Agreements, the Subscribers 
agreed to convert a total of $1,236,000 into loans payable, bearing 5% interest per annum and 
due on July 19, 2018. During the year ended June 30, 2018, the Company repaid loan principal 
of $12,000 to the director and loan interest of $24,252 to all Subscribers.  

 
In October 2017, the Company issued 10,199,999 units pursuant to debt settlement agreements 
on the remaining loans totaling $1,224,000. Each unit consisted of one common share of the 
Company and one share purchase warrant which entitles the holder to purchase one additional 
common share of the Company at a price of $0.16 per share until October 27, 2022. 
 

9. SHARE CAPITAL 
 

(a) Private placements 
 

Six months ended December 31, 2018 
 
The Company did not issue any private placements during the six months ended December 31, 
2018. 

 
Six months ended December 31, 2017 

 
The Company closed a private placement (the “Offering”) consisting of 4,166,667 units at 
$0.12 per unit for gross proceeds of $500,000. Each unit consisted of one common share of the 
Company and one share purchase warrant which entitles the holder to purchase one additional 
common share of the Company at a price of $0.16 per share until October 27, 2022. In 
connection with the Offering, the Company paid aggregate finders’ fees of $9,600 and filing 
fees of $899 and issued 80,000 broker warrants. The broker warrants are exercisable into one 
common share each at $0.16 per share until October 27, 2022. The broker warrants were valued 
at $16,000 using the Black-Scholes pricing model with the following assumptions: dividend 
yield 0%, expected volatility 376.4%, risk-free interest rate 1.66% and an expected life of five 
years. 
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9. SHARE CAPITAL (cont’d) 
 

(b) Share purchase warrants  
 

The following is a summary of changes in warrants: 
 

 Weighted Average 
Number 

Weighted Average 
Exercise Price 

Balance, June 30, 2017  4,269,628 $1.21 
Issued  14,482,833 $0.16 
Balance, June 30, 2018   18,752,461 $0.40 
   
Expired  (508,753) $2.80 
Balance, December 31, 2018  18,243,708 $0.33 

 
At December 31, 2018, the Company had 18,243,708 warrants outstanding. Each warrant 
entitles the holder the right to purchase one common share as follows: 

 
Number  Exercise Price  Expiry Date 

     
  337,500  $1.00   August 21, 2019 
  520,000  $1.00   July 6, 2020 
  349,000  $1.00   November 19, 2020 
  1,625,000  $1.00   April 6, 2021 
  929,375  $1.00   June 20, 2021 
  14,482,833  $0.16   October 27, 2022 
  18,243,708     

 
As at December 31, 2018, the weighted average remaining contractual life of warrants 
outstanding is 3.45 years. 

 

(c) Share-based payments  
 

The Company has a stock option plan whereby the maximum number of shares reserved for 
issue under the plan shall not exceed 10% of the outstanding common shares of the Company, 
as at the date of grant. Under the plan, the exercise price of each option may not be less than 
the market price of the Company’s stock as calculated on the date of grant less the applicable 
discount, subject to a minimum exercise price of $0.05.  
 

The options can be granted for a maximum term of 5 years and vesting periods are determined 
by the Board of Directors of the Company. Pursuant to the regulations of the CSE, stock 
options may be granted outside of the stock option plan. 
 

 
 
 
 
 
 



Makena Resources Inc.  
Notes to the Condensed Consolidated Interim Financial Statements 
December 31, 2018 
(Expressed in Canadian dollars) 
(Unaudited) 

18 
 

 
 

9. SHARE CAPITAL (continued) 
 
(c) Share-based payments (continued) 

 
The following is a summary of changes in stock options: 
 
  Weighted Average 
 Number Exercise Price 
   
Outstanding and exercisable, June 30, 2017         568,200 $0.33 
Forfeited        (60,150)                     $0.33 
Outstanding and exercisable, June 30, 2018          508,050  $0.33 
   
Granted         600,000 $0.15 
Expired         (40,800) $1.26 
Forfeited       (130,000) $0.20 
Outstanding and exercisable, December 31, 2018        937,250  $0.19 

 
 

At December 31, 2018, 937,250 employee and director stock options were outstanding and 
exercisable entitling the holders thereof the right to purchase one common share for each option 
held as follows: 
 

Number Exercise Price  Expiry Date 
    
  37,250 $1.00  August 28, 2019 
  400,000 $0.165  May 4, 2022 
  400,000 $0.15  September 14, 2019 
  100,000 $0.15  September 28, 2019 
  937,250    

 
 
 

As at December 31, 2018, the weighted average remaining contractual life of options 
outstanding is 1.83 years. 
 
During the six months ended December 31, 2018, the Company granted a total of 600,000 
stock options with exercise prices of $0.15 per share and expiry dates ranging from September 
14, 2019 to September 28, 2019.  The weighted average fair value of the options issued during 
the six months ended December 31, 2018 was estimated at $0.027 per option at the grant date 
using the Black-Scholes option pricing model with the following weighted average 
assumptions: 
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9. SHARE CAPITAL (continued) 
 

(c) Share-based payments (continued) 
 

 Period ended  
December 31, 2018 

Year ended  
June 30, 2018 

   
Expected dividend yield  0.00%  N/A 
Expected volatility⃰  152.97% N/A 
Risk-free interest rate 2.13% N/A 
Estimate term  1 year N/A 
Forfeiture rate 0.00% N/A 

 
* Expected volatility has been based on historical volatility of the Company’s publicly traded 
shares. 
 
During the three and six months ended December 31, 2018, the Company recorded share-based 
payments of $Nil and $16,289, respectively. (2017 - $Nil and $Nil, respectively). 
 
(d) Escrow shares 

 
As at December 31, 2018, 1,594 (June 30, 2018 - 1,594) common shares are held in escrow. 

 
10. RESERVES 

 
  December 31, 

2018 
 June 30, 

 2018 
Balance, beginning of year $ 2,568,641 $ 2,545,674 
Share based payments  16,289   -  
Warrants issued on settlement of trades payable  -  6,967 
Broker warrants issued for private placement  -  16,000 
Balance, end of year $ 2,584,930 $ 2,568,641 

 
During the six months ended December 31, 2018, the Company issued 600,000 options. The 
fair value of these options was estimated at $16,289 (Note 9). 
 
During the year ended June 30, 2018, the Company issued 36,167 warrants pursuant to 
settlement of accounts payable and 80,000 broker warrants. The fair value of these warrants 
was estimated at $22,967 using the Black-Scholes option pricing model with the following 
assumptions: dividend yield 0%, expected volatility 376.4%, risk-free interest rate 1.66% and 
an expected life of five years. 
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11. LOSS PER SHARE 
 

 The calculation of basic and diluted loss per share was based on the following data: 
 

  
For the three months ended December 31, 2018 2017 
Weighted average number of shares – basic:   
   Issued common shares as at July 1 35,246,184 7,193,351 
   Effect of common shares issued during the period  - 10,175,915 
   Effect of escrowed shares  (1,594) (1,594) 
 35,244,590 17,367,672 
   
Net loss $         232,699 $      167,400 
   
Loss per share – basic and diluted $               0.01   $            0.01 
   
  
For the six months ended December 31, 2018 2017 
Weighted average number of shares – basic:   
   Issued common shares as at July 1 23,896,184 7,193,351 
   Effect of common shares issued during the period  7,134,239 5,087,957 
   Effect of escrowed shares  (1,594) (1,594) 
 31,028,829 12,279,714 
   
Net loss $         540,309 $      403,703 
   
Loss per share – basic and diluted $               0.02   $            0.03 
   

The basic loss per share is computed by dividing the net loss by the weighted average number 
of common shares outstanding during the period. The diluted loss per share reflects the 
potential dilution of common share equivalents, such as stock options and share purchase 
warrants, in the weighted average number of common shares outstanding during the period, if 
dilutive. All of the stock options and share purchase warrants currently issued were anti-
dilutive (Note 9). 
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12. RELATED PARTY TRANSACTIONS 
  

 Key management personnel compensation 
 

Key management of the Company are directors and officers of the Company and their 
remuneration includes the following: 
 

 
Six months ended 

December 31, 
 2018 2017 
   

Professional fees $        18,000   $       9,000 
Management fees  15,000  - 
Office and other 465 - 
Share based payments             16,289    - 
   
 $ 49,754  $ 9,000 

 
During the six months ended December 31, 2018, included in general and administrative 
expenses is $465 (2017 - $Nil) in insurance fees, related to third-party pass-through costs, paid 
to a company controlled by a director of the Company. 
 

 Related party balances 
 

At December 31, 2018, trade and other payables included $25,650 (June 30, 2018 - $147,669) 
payable to a director and a company controlled by an officer of the Company. These amounts 
are unsecured, non-interest bearing and payable on demand. 
 
In June 2017, the Company entered into a loan agreement with a director of the Company, to 
convert funds of $12,000 received from this director for a cancelled private placement into a 
loan, bearing 5% interest per annum (Note 8). During the year ended June 30, 2018, $12,000 
of loan principal and $186 of loan interest was fully repaid. 
 

13. BASIS OF FAIR VALUE 
 

The Company’s financial instruments consist of cash, marketable securities, receivables and 
trade payables and accrued liabilities. The fair value of the Company’s receivables and trade 
payables and accrued liabilities approximate the carrying value, which is the amount on the 
condensed consolidated interim statements of financial position due to their short-term 
maturities or ability of prompt liquidation. The Company’s cash and marketable securities, is 
measured at fair value under the fair market hierarchy, based on level one quoted prices in 
active markets for identical assets. 
 
Financial instruments that are measured subsequent to initial recognition at fair value are 
grouped in Levels 1 to 3 based on the degree to which the fair value is observable: 
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13. BASIS OF FAIR VALUE (cont’d) 

 
Level 1 - fair value measurements are those derived from quoted prices (unadjusted) in 
active markets for identical assets or liabilities;  
 
Level 2 - fair value measurements are those derived from inputs other than quoted prices 
included within 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 - fair value measurements are those derived from valuation techniques that include 
inputs for the asset or liability that are not based on observable marker data (unobservable 
inputs).  

 
The following table sets forth the Company’s financial instruments measured at fair value on 
a recurring basis by level within the fair value hierarchy as at December 31, 2018: 
 
  Level 1  Level 2  Level 3 

Cash  $ 28,502 $ - $ - 
Marketable securities – current $ 35,000 $ - $ - 

 
14. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 

 
Non-cash transactions for the six months ended December 31, 2018: 

 
a) The Company issued 600,000 stock options valued at $16,289 (Note 9). 

 
b) The Company issued 2,100,000 common shares valued at $168,000 pursuant to the 

acquisition of the Barkerville South Prospect (Note 6). 
 

c) The Company issued 9,250,000 common shares valued at $878,750 pursuant to the 
acquisition of 1174697 B.C. Ltd. (Note 6). 
 

Non-cash transactions for the six months ended December 31, 2017: 
 

a) Pursuant to the debt settlement agreements, the Company settled loans in the amount of 
$1,224,000 and settled accounts payable of $4,340 in exchange for the issuance of 
10,199,999 units and 36,167 units, respectively (Note 9). 

 
b) The Company issued 80,000 broker warrants valued at $16,000 in connection with the 

October 2017 private placement (Note 9). 
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Makena Resources Inc.

We have audited the accompanying consolidated financial statements of Makena Resources Inc., which comprise
the consolidated statements of financial position as at June 30, 2018, and the consolidated statements of loss and 
comprehensive loss, change in shareholders’ deficiency and cash flows for the year then ended, and a summary
of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with International Financial Reporting Standards, and for such internal control as management determines is 
necessary to enable the preparation of consolidated financial statements that are free from material 
misstatement, whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit 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 auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the 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, the consolidated financial statements present fairly, in all material respects, the financial position 
of Makena Resources Inc. as at June 30, 2018, and its financial performance and its cash flows for the year 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 
describe certain conditions that indicate the existence of a material uncertainty that may cast significant doubt 
about the Company’s ability to continue as a going concern.

Other Matter
The consolidated financial statements of Makena Resources Inc. for the year ended June 30, 2017 were audited 
by another auditor who expressed an unmodified opinion on those statements on October 23, 2017.

DALE MATHESON CARR-HILTON LABONTE LLP
CHARTEREDPROFESSIONALACCOUNTANTS

Vancouver, Canada
October 29, 2018
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MAKENA RESOURCES INC.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Expressed in Canadian Dollars)

ASSETS Notes
June 30,

2018
June 30,

2017

Current assets
Cash $ 92,424 $ 103,902
Marketable securities 5 90,525 -
Receivable 6 107,879 16,907
Prepaid expenses - 7,235

Total current assets 290,828 128,044

Non-current assets
Receivables 6 200,000 -
Marketable securities 5 75,000 -
Exploration and evaluation assets 6 158,353 1,571,386

Total assets $ 724,181 $ 1,699,430

LIABILITIES
Current liabilities

Accounts payable and accrued liabilities 7 $ 869,187 $ 808,399
Loans payable 8 - 31,755
Flow-through share premium liability 9 - 6,611

Total current liabilities 869,187 846,765

Non-current liabilities
Loans payable 8 - 1,236,000

Total liabilities 869,187 2,082,765

SHAREHOLDERS’ DEFICIENCY
Share capital 10 21,773,762 19,701,208
Reserves 11 2,568,641 2,545,674
Accumulated deficit (24,487,409) (22,630,217)

Total shareholders’ deficiency (145,006) (383,335)

Total liabilities and shareholders’ deficiency $ 724,181 $ 1,699,430

Nature and continuance of operations (Note 1)
Contingency (Note 19)
Subsequent events (Notes 5, 6, 10 and 19)
APPROVED BY THE DIRECTORS:

“Spencer Smyl” Director “Charn Deol” Director
Spencer Smyl Charn Deol

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



4

MAKENA RESOURCES INC.
CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS

(Expressed in Canadian Dollars)

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

Years ended
June 30,

Notes 2018 2017

Operating expenses
Consulting $         446,400 $ 473,075
Management fees 13 7,500 126,900
Office and miscellaneous 13 44,364 52,788
Professional fees 13 61,624 52,217
Shareholder information - 8,706
Share-based payments 10 & 13 - 93,860
Transfer agent and filing fees 25,431 34,889
Travel and promotion 13 43,541 31,300

(628,860) (873,735)

Other income (expenses)
Bad debt expense (1,136) (132,074)
Interest expense 8 (21,957) (2,255)
Recovery of flow- through share
premium liability 9 6,611 30,889
Gain on write-off of accounts payable 5,880 23,951
Loss on sale of marketable securities 5 (2,784) -
Unrealized loss on marketable securities 5 (55,175) -
Loss on settlement of trade payables 7 (9,680) -
Impairment of exploration and 
evaluation assets 6 (1,150,091) (1,376,516)

(1,228,332) (1,456,005)

Loss and comprehensive loss for the year $      (1,857,192) $ (2,329,740)

Loss per share – basic and diluted 12 $               (0.10) $             (0.33)

Weighted average number of shares 
outstanding – basic and diluted 12 18,026,817 6,958,059
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MAKENA RESOURCES INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Expressed in Canadian Dollars)

Years ended June 30,
2018 2017

Operating Activities
Loss for the year $ (1,857,192) $ (2,329,740)
Adjustments for non-cash items:

Accrued interest on loans payable 21,997 2,255
Bad debt expense - 132,074
Flow-through share premium - (30,889)
Gain on write-off of accounts payables (6,611) (23,951)
Share-based payments - 93,860
Loss on debt settlement 9,680 -
Loss on sale of marketable securities 2,784 -
Unrealized loss on marketable securities 55,175 -
Impairment of exploration and evaluation assets 1,150,091 1,376,516

Changes in non-cash working capital items:
Receivables 9,028 (6,067)
Related party receivables - 45,542
Prepaid expenses 7,235 3,467
Accounts payable and accrued liabilities 70,128 (543,730)

Cash used in operating activities (537,685) (1,280,663)

Investing Activities
Exploration and evaluation asset recovery (expenditures) 25,942 (239,169)
Net proceeds on sale of marketable securities 76,516 -

Cash provided by (used in) investing activities 102,458 (239,169)

Financing Activities
Proceeds from issuance of share capital 500,000 16,500
Share issuance costs (10,499) (600)
Repayment of loans payable to related party (12,186) -
Repayment of loans payable (53,566) -
Proceeds from loans payable issuances to related party - 12,000
Proceeds from loans payable issuances - 1,253,500

Cash provided by financing activities 423,749 1,281,400

Change in cash during the year (11,478) (238,432)

Cash, beginning of the year 103,902 342,334

Cash, end of the year $ 92,424 $ 103,902

Interest paid on loans payable $ 24,252 $                     -
Supplemental Disclosure with Respect to Cash Flows (Note 18)

The accompanying notes are an integral part of these consolidated financial statements
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1. NATURE AND CONTINUANCE OF OPERATIONS

Makena Resources Inc. (the “Company”) is an exploration stage public company and is listed 
on the Canadian Securities Exchange (the “CSE”) under the symbol “MKNA”. The 
Company’s principal business activities include acquiring and exploring exploration and 
evaluation assets.

The Company’s head office and principal business address is Suite 1470, 701 West Georgia 
Street, Vancouver, British Columbia, V7Y 1C6. The Company’s registered and records office 
is located at 800 – 885 West Georgia Street, Vancouver, British Columbia, V6C 3H1.

The business of mining and exploring for minerals involves a high degree of risk and there 
can be no assurance that current exploration programs will result in profitable mining 
operations. The recoverability of the carrying value of exploration properties and the 
Company's continued existence is dependent upon the preservation of its interest in the 
underlying properties, the discovery of economically recoverable reserves, the achievement 
of profitable operations, or the ability of the Company to raise alternative financing, as 
necessary, or alternatively upon the Company's ability to dispose of its interests on an 
advantageous basis. Changes in future conditions could require material write-downs of the 
carrying values.

These consolidated financial statements have been prepared on a going concern basis, which 
contemplates the realization of assets and discharge of liabilities in the normal course of 
business. As at June 30, 2018, the Company had a working capital deficiency of $578,359,
had not yet achieved profitable operations and has an accumulated deficit of $24,487,409
since its inception. The Company expects to incur further losses in the development of its 
business, all of which cast substantial doubt on the Company’s ability to continue as a going 
concern. The Company will require additional financing in order to conduct its planned work 
programs on exploration and evaluation assets, meet its ongoing levels of corporate overhead 
and discharge its liabilities as they come due. While the Company has been successful in 
securing financings in the past, there is no assurance that it will be able to do so in the future. 
Accordingly, these consolidated financial statements do not give effect to adjustments, if any, 
that would be necessary should the Company be unable to continue as a going concern. If the 
going concern assumption was not used, then the adjustments required to report the 
Company’s assets and liabilities on a liquidation basis could be material to these consolidated 
financial statements.

2. BASIS OF PRESENTATION

a) Statement of Compliance

These consolidated financial statements have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”) as issued by the International 
Accounting Standards Board (“IASB”) and interpretations issued by the International 
Financial Reporting Interpretations Committee (“IFRIC”).

These consolidated financial statements were authorized for issue by the Board of 
Directors on October 29, 2018.
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2. BASIS OF PREPARATION (continued)

b) Basis of Measurement

These consolidated financial statements have been prepared on a historical cost basis, 
except for certain financial instruments that are initially measured at fair value through 
profit or loss.

These consolidated financial statements are presented in Canadian dollars, which is also 
the Company’s and its subsidiaries’ functional currency.

The preparation of these consolidated financial statements in accordance with IFRS 
requires management to make estimates, judgements and assumptions that affect the 
reported amount of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amount of expenses 
during the period.  Actual results could differ from these estimates.

These consolidated financial statements include estimates which, by their nature, are 
uncertain. The impact of such estimates is pervasive throughout these 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 (Note 4).

c) Basis of Consolidation

These consolidated financial statements include the accounts of the Company and its 
wholly-owned subsidiaries. All inter-company balances, transactions, income and 
expenses have been eliminated upon consolidation.

Subsidiaries are entities controlled by the Company. Control exists when the Company 
has power over an entity, when the Company is exposed, or has rights, to variable returns 
from the entity and when the Company has the ability to affect those returns through its 
power over the entity. Subsidiaries are included in the consolidated financial results of 
the Company from the effective date of acquisition up to the effective date of disposition 
or loss of control. Where necessary, adjustments are made to the financial statements of 
subsidiaries to bring their accounting policies into line with those used by the Company.
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2. BASIS OF PREPARATION (continued)

The subsidiaries of the Company are as follows:

Name of subsidiary
Principal
Activity

Place 
of

Incorporation

Ownership
Interest
June 30,

2018

Ownership
Interest
June 30,

2017
Canasia Clone 
Property Corp. Holding company Canada 100% 100%

DB Diamond 
Holdings Inc. Holding company Canada N/A 100%

Bachman Lithium 
Corp. Holding company Canada N/A 100%

Barker Cariboo 
Gold Corp. Holding company Canada 100% N/A

During the year ended June 30, 2018, DB Diamond Holdings Inc. and Bachman Lithium 
Corp. amalgamated into Canasia Clone Property Corp, and Barker Cariboo Gold Corp. 
became a wholly-owned subsidiary of the Company.

Subsequent to June 30, 2018, a new company was incorporated, 1174697 B.C. Ltd.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

The accounting policies set out below have been applied consistently to all periods presented 
in these consolidated financial statements, unless otherwise indicated.

a) Foreign currency transactions

Foreign currency accounts are translated into Canadian dollars, as follows:

At the transaction date, each asset, liability, revenue and expense denominated in a 
foreign currency is translated into Canadian dollars using the exchange rate in effect at 
that date.  At the reporting period end date, monetary assets and liabilities are translated 
into Canadian dollars using the exchange rate in effect at that date and the related 
translation differences are recognized in profit or loss.  Exchange gains and losses arising 
on the translation of monetary available-for-sale financial assets are treated as a separate 
component of the change in fair value and in other comprehensive income or loss.
Exchange gains and losses on non-monetary available-for-sale financial assets form part
of the overall gain or loss recognized in respect of that financial instrument.

Non-monetary assets and liabilities that are measured at historical cost are translated into 
Canadian dollars by using the exchange rate in effect at the date of the initial transaction 
and are not subsequently restated.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

b) Exploration and evaluation assets

Pre-exploration costs

Costs incurred prior to acquiring the right to explore an area of interest are expensed as 
incurred.

Exploration and evaluation expenditures

Once the legal right to explore a property has been acquired, costs directly related to 
exploration and evaluation expenditures are recognized and capitalized, in addition to the 
acquisition costs.  These direct expenditures include such costs as materials used, 
surveying costs, drilling costs, and payments made to contractors during the exploration 
phase.  Costs not directly attributable to exploration and evaluation activities, including 
general administrative overhead costs, are expensed as incurred.

When a project is deemed to no longer have commercially viable prospects to the 
Company, exploration and evaluation expenditures in respect of that project are deemed 
to be impaired.  As a result, those exploration and evaluation expenditure costs, in excess 
of estimated recoveries, are written off to the statement of loss and comprehensive loss.

The Company assesses exploration and evaluation assets for impairment when facts and 
circumstances suggest that the carrying amount of an asset may exceed its recoverable 
amount.

Once the technical feasibility and commercial viability of extracting the mineral resource 
has been determined, the property is considered to be a mine under development and is 
classified as “mines under construction”.  Exploration and evaluation assets are also 
tested for impairment before the assets are transferred to development properties.

As the Company currently has no operational income, any incidental revenues earned in 
connection with exploration activities are applied as a reduction to capitalized exploration 
costs.

c) Impairment of tangible and intangible assets

Tangible and intangible assets with finite useful lives are subject to impairment tests 
whenever events or changes in circumstances indicate that their carrying amount may not 
be recoverable.  Where the carrying value of an asset exceeds its recoverable amount, 
which is the higher of value in use and fair value less costs to sell, the asset is written 
down accordingly.
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3.           SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

c) Impairment of tangible and intangible assets (continued)

Where it is not possible to estimate the recoverable amount of an individual asset, the 
impairment test is carried out on the cash-generating unit, which is the lowest group of 
assets which generates separately identifiable cash inflows that are largely independent of 
the cash inflows from other assets.  

An impairment loss is charged to profit or loss except to the extent it reverses gains 
previously recognized in other comprehensive income. Where impairment losses
subsequently reverse, the carrying amount of the asset (or cash-generating unit) is 
increased to the revised estimated recoverable amount to the extent that does not exceed 
the carrying amount that would have been determined had no impairment loss been 
recognized for the asset (or cash-generating unit) in prior periodds.  A reversal of an 
impairment loss is recognized in profit or loss.

d) Rehabilitation provision

The Company is subject to various government laws and regulations relating to 
environmental disturbances caused by exploration and evaluation activities.  The 
Company records the present value of the estimated costs of legal and constructive 
obligations required to restore the exploration sites in the period in which the obligation 
is incurred.  The nature of the rehabilitation activities includes restoration, reclamation 
and re-vegetation of the affected exploration sites.

The rehabilitation provision generally arises when the environmental disturbance is 
subject to government laws and regulations. When the liability is recognized, the present 
value of the estimated costs is capitalized by increasing the carrying amount of the related 
mining assets. Over time, the discounted liability is increased for the changes in present 
value based on current market discount rates and liability specific risks.

Additional environment disturbances or changes in rehabilitation costs will be recognized 
as additions to the corresponding assets and rehabilitation liability in the period in which 
they occur. The Company does not have any significant rehabilitation obligations.

e) Financial instruments

Financial assets are classified into one of the following categories based on the purpose 
for which the asset was acquired.  All transactions related to financial instruments are 
recorded on a trade date basis. The Company’s accounting policy for each category is as 
follows:

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

A financial asset is classified at fair value through profit or loss if it is classified as held 
for trading or is designated as such upon initial recognition.  Financial assets are 
designated as FVTPL if the Company manages such investments and makes purchase and 
sale decisions based on their fair value in accordance with the Company’s risk 
management strategy.   
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

e) Financial instruments (continued)

Attributable transaction costs are recognized in profit or loss when incurred. FVTPL are 
measured at fair value, and changes are recognized in profit or loss. The Company has 
classified its cash and marketable securities as financial assets at fair value through profit 
and loss.

Held-to-maturity (“HTM”)

These assets are non-derivative financial assets with fixed or determinable payments and 
fixed maturities that the Company’s management has the positive intention and ability to 
hold to maturity.  These assets are measured at amortized cost using the effective interest 
method.   If there is objective evidence that the asset is impaired, determined by reference 
to external credit ratings and other relevant indicators, the financial asset is measured at 
the present value of estimated future cash flows. Any changes to the carrying amount of 
the investment, including impairment losses, are recognized in profit or loss. The 
Company does not currently have any held to maturity financial assets or liabilities. 

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are 
not quoted on an active market. Such assets are initially recognized at fair value plus any 
directly attributable transaction costs. Subsequent to initial recognition, loans and 
receivables are measured at amortized cost using the effective interest method, less any 
impairment losses. The Company has designated its receivables as loans and receivables.

Available-for-sale (“AFS”)

Non-derivative financial assets not included in the above categories are classified as 
available-for-sale. They are carried at fair value with changes in fair value recognized 
directly in equity. Where a decline in the fair value of an available-for-sale financial asset 
constitutes objective evidence of impairment, the amount of the loss is removed from 
equity and recognized in profit or loss. The Company does not currently have any 
available-for-sale financial assets or investments in equity instruments.

Financial liabilities - Fair value though profit or loss

This category comprises derivatives, or liabilities, acquired or incurred principally for the 
purpose of selling or repurchasing it in the near term.  They are carried in the statement of 
financial position at fair value with changes in fair value recognized in profit or loss.

Other financial liabilities

This category consists of liabilities carried at amortized cost using the effective interest 
method. The Company has designated its trade and other payables, loans payable, and 
flow-through share premium provision as other financial liabilities.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

e) Financial instruments (continued)

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at 
the end of each reporting period.  Financial assets are impaired when there is objective 
evidence that, as a result of one or more events that occurred after the initial recognition 
of the financial asset, the estimated future cash flows of the investments have been 
impacted.

For all financial assets objective evidence of impairment could include:

significant financial difficulty of the issuer or counterparty; or
default or delinquency in interest or principal payments; or
it becoming probable that the borrower will enter bankruptcy or financial re-                           
organization.

For certain categories of financial assets, such as receivables, assets that are assessed not 
to be impaired individually are subsequently assessed for impairment on a collective 
basis.  The carrying amount of financial assets is reduced by impairment loss directly for 
all financial assets with the exception of receivables, where the carrying amount is 
reduced through the use of an allowance account. When a receivable is considered 
uncollectible, it is written off against the allowance account. Subsequent recoveries of 
amounts previously written off are credited against the allowance account. Changes in the 
carrying amount of the allowance account are recognized in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease 
can be related objectively to an event occurring after the impairment was recognized, the 
previously recognized impairment loss is reversed through profit or loss to the extent that 
the carrying amount of the investment at the date of the impairment is reversed does not 
exceed what the amortized cost would have been had the impairment not been 
recognized.

f) Income taxes

Income tax expense comprises current and deferred tax. Current tax and deferred tax are 
recognized in profit or loss except to the extent that it relates to a business combination, 
or items recognized directly in equity or in other comprehensive income.

Current income tax is the expected tax payable or receivable on the taxable income or 
loss for the year, using tax rates enacted or substantively enacted at the reporting date, 
and any adjustment to tax payable in respect of previous years.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

f) Income taxes (continued)

Deferred tax is recognized in respect of temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for 
taxation purposes. Deferred tax is not recognized for the following temporary differences: 
the initial recognition of assets or liabilities in a transaction that is not a business 
combination and that affects neither accounting nor taxable profit or loss, and differences 
relating to investments in subsidiaries and jointly controlled entities to the extent that it is 
probable that they will not reverse in the foreseeable future. In addition, deferred tax is 
not recognized for taxable temporary differences arising on the initial recognition of 
goodwill. Deferred tax is measured at the tax rates that are expected to be applied to 
temporary differences when they reverse, based on the laws that have been enacted or 
substantively enacted by the reporting date. Deferred tax assets and liabilities are offset if 
there is a legally enforceable right to offset current tax liabilities and assets, and they
relate to income taxes levied by the same tax authority on the same taxable entity, or on 
different tax entities, but they intend to settle current tax liabilities and assets on a net 
basis or their tax assets and liabilities will be realized simultaneously.

A deferred tax asset is recognized only to the extent that it is probable that future taxable 
profits will be available against which the asset can be utilized.  Deferred tax assets are 
reviewed at each reporting date and are reduced to the extent that it is no longer probable 
that the related tax benefit will be realized.

g) Flow-through shares

The Company will from time to time, issue flow-through common shares to finance a 
significant portion of its exploration program.  Pursuant to the terms of the flow-through 
share agreements, these shares transfer the tax deductibility of qualifying resource
expenditures to investors.  On issuance, the Company bifurcates the flow-through share 
into i) a flow-through share premium, equal to the estimated premium, if any, investors 
pay for the flow-through feature, which is recognized as a liability; and ii) share capital. 
Upon expenses being renounced and incurred, the Company derecognizes the liability 
and the premium is recognized as other income. 

Proceeds received from the issuance of flow-through shares are restricted to be used only 
for Canadian resource property exploration expenditures within a two-year period.  

The Company may also be subject to a Part XII.6 tax on flow-through proceeds 
renounced under the Look-back Rule, in accordance with Government of Canada flow-
through regulations.  When applicable, this tax is accrued as a financial expense until 
paid.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

h) Valuation of equity units issued in private placements

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 announcement date. The balance, if any, was 
allocated to the attached warrants. Any fair value attributed to the warrants is recorded as 
a warrant reserve.

i) Investment tax credit

Investment tax credits are recorded as either a reduction of the cost of applicable assets or 
credited in the statement of loss and comprehensive loss depending on the nature of the 
expenditures which gave rise to the credits. Claims for tax credits are accrued upon the
Company attaining reasonable assurance of collections from the Canada Revenue 
Agency.

j) Earnings (loss) per share

Basic earnings (loss) per share is calculated by dividing the net income or loss 
attributable to the common shareholders of the Company by the weighted average 
number of common shares outstanding and reduced by any shares held in escrow during 
the reporting period. Diluted earnings (loss) per share is calculated by dividing the net 
income or loss applicable to common shares by the sum of the weighted average number 
of common shares issued and outstanding, all additional common shares that would have 
been outstanding if potentially dilutive instruments were converted and reduced by any
shares held in escrow.

k) Share-based payments

The Company grants stock options to directors, officers, employees and consultants of 
the Company. An individual is classified as an employee when the individual is an 
employee for legal or tax purposes or provides services similar to those performed by an 
employee.

The fair value of stock options is measured on the date of grant, using the Black-Scholes 
option pricing model and is recognized over the vesting period.  Consideration paid for 
the shares on the exercise of stock options is credited to share capital.  

In situations where equity instruments are issued to non-employees and some or all of the 
goods or services received by the entity as consideration cannot be specifically identified, 
they are measured at the fair value of the share-based payments, using the Black-Scholes 
option pricing model.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

l) Accounting standards adopted effective July 1, 2017

Effective July 1, 2017, the following standards were adopted without any material impact 
on the consolidated financial statements.

IAS 7 ‘Statement of Cash Flows’: Disclosure Initiative (“IAS 7”)

Issued in January 2016 and effective for periods beginning on or after January 1, 2017. 
This disclosure is intended to enable users of financial statements to evaluate changes in 
liabilities arising from financing activities, including both changes arising from cash 
flows and non-cash changes. 

IAS 12 ‘Income Taxes’ (“IAS 12”)

Issued in January 2016 and effective for periods beginning on or after January 1, 2017. 
This standard sets out amendments to the recognition of deferred tax assets for unrealized 
losses.

m) Accounting standards issued but not yet effective

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 new standard
and is currently evaluating the impact, if any, that the following new standard might have
on its consolidated financial statements.

IFRS 9 – Financial Instruments (“IFRS 9”) 

In November 2009, the IASB issued IFRS 9 Financial Instruments as the first step in its 
project to replace IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 
retains but simplifies the mixed measurement model and establishes two primary 
measurement categories for financial assets: amortized cost and fair value. The basis of 
classification depends on an entity’s business model and the contractual cash flow of the 
financial asset. Classification is made at the time the financial asset is initially 
recognized, namely when the entity becomes a party to the contractual provisions of the 
instrument.

IFRS 9 amends some of the requirements of IFRS 7 Financial Instruments: Disclosures, 
including added disclosures about investments in equity instruments measured at fair 
value in other comprehensive income, and guidance on financial liabilities and 
derecognition of financial instruments. The amended standard is effective for annual 
periods beginning on or after January 1, 2018. Adoption by the Company will be
effective July 1, 2018 and does not have any impact on the consolidated financial 
statements.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

m) Accounting standards issued but not yet effective (continued)

IFRS 15 - Revenue from Contracts with Customers (“IFRS 15”)

In May 2014, the IASB issued IFRS 15 – Revenue from Contracts with Customers 
("IFRS 15") which supersedes IAS 11 – Construction Contracts, IAS 18 – Revenue, 
IFRIC 13 – Customer Loyalty Programmes, IFRIC 15 – Agreements for the Construction 
of Real Estate, IFRIC 18 – Transfers of Assets from Customers, and SIC 31 – Revenue –
Barter Transactions Involving Advertising Services. IFRS 15 establishes a 
comprehensive five-step framework for the timing and measurement of revenue 
recognition. The amended standard is effective for annual periods beginning on or after 
January 1, 2018. Adoption by the Company will be effective July 1, 2018 and does not 
have any impact on the consolidated financial statements.

IFRS 2 – Share-based Payments (“IFRS 2”)

In June 2016 the Board issued the final amendments to IFRS 2 which amended (a) the 
effects that vesting conditions have on the measurement of a cash-settled share-based 
payment; (b) the accounting for modification of the terms of a share-based payment that 
changes the classification of the transaction from cash-settled to equity settled; and (c) 
classification of share-based payment transactions with net settlement features. The 
amended standard is effective for annual periods beginning on or after January 1, 2018.
Adoption by the Company will be effective July 1, 2018 and does not have any impact on 
the consolidated financial statements.

IFRS 16 ‘Leases’ (“IFRS 16”)

IFRS 16 will be effective for accounting periods beginning on or after January 1, 2019. 
Early adoption will be permitted, provided the Company has adopted IFRS 15. This 
standard sets out a new model for lease accounting. Adoption by the Company will be 
effective July 1, 2019 and is not expected to have a material impact on the consolidated 
financial statements.

4. USE OF ESTIMATES AND JUDGMENTS 

Significant assumptions about the future and other sources of estimation uncertainty that 
management has made at the financial position reporting date, 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:

a) Exploration and evaluation assets
The application of the Company’s accounting policy for exploration and evaluation 
expenditure requires judgment in determining whether future economic benefits will flow 
to the Company, which may be based on assumptions about future events or 
circumstances. Estimates and assumptions made may change if new information becomes 
available. If, after the expenditure is capitalized, information becomes available 
suggesting that the recovery of expenditure is unlikely, the amount capitalized is written 
off in the profit or loss in the year the new information becomes available.
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4. USE OF ESTIMATES AND JUDGMENTS (continued)

b) Flow-through share premium provision

Flow-through share provisions are comprised of the Company’s various tax penalties and 
indemnification liabilities relating to the deficiencies in incurring on a timely basis the 
appropriate amount of qualifying exploration expenditures required related to flow-
through share issuances.  The Company may also be required to indemnify the holders of 
such shares for any tax and other costs payable by them in the event the Company has not 
made exploration expenditures. Management uses its judgement in its assessment that the 
amounts presented in the financial statements for exploration and evaluation are expected 
to be recovered either from a sale or from the evaluation of a future mine.

Flow-through share provisions have been created based on internal estimates of the 
maximum penalties and indemnification liabilities the Company could be subject to.  
Assumptions, based on the current tax regulations, have been made which management 
believes are a reasonable basis upon which to estimate the future liability.  These 
estimates take into account any material changes to the assumptions that occur when 
reviewed regularly by management. The final cost of the flow-through share provision 
may be lower than currently provided for.

c) Share-based payments

The Company measures the cost of equity-settled transactions with employees by 
reference to the fair value of the equity instruments at the date at which they are granted. 
Estimating fair value for share-based payment transactions requires determining the most 
appropriate valuation model, which is dependent on the terms and conditions of the grant. 
This estimate also requires determining the most appropriate inputs to the valuation 
model including the expected life of the share option, volatility and dividend yield and 
making assumptions about them. The assumptions and models used for estimating fair 
value for share-based payment transactions are disclosed in Note 10.

d) Income taxes 

Significant judgment is required in determining the provision for income taxes. There are 
many transactions and calculations undertaken during the ordinary course of business for 
which the ultimate tax determination is uncertain. The Company recognizes liabilities and 
contingencies for anticipated tax audit issues based on the Company’s current 
understanding of the tax law in the relevant jurisdiction. For matters where it is probable 
that an adjustment will be made, the Company records its best estimate of the tax liability 
including the related interest and penalties in the current tax provision. 
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4. USE OF ESTIMATES AND JUDGMENTS (continued)

d) Income taxes (continued)

Management believes they have adequately provided for the probable outcome of these 
matters; however, the outcome may result in a materially different outcome than the 
amount included in the tax liabilities. In addition, the Company recognizes deferred tax 
assets relating to tax losses carried forward only to the extent that it is probable that 
taxable profit will be available against which a deductible temporary difference can be 
utilized. This is deemed to be the case when there are sufficient taxable temporary 
differences relating to the same taxation authority and the same taxable entity which are 
expected to reverse in the same year as the expected reversal of the deductible temporary 
difference, or in years into which a tax loss arising from the deferred tax asset can be 
carried back or forward. However, utilization of the tax losses also depends on the ability 
of the taxable entity to satisfy certain tests at the time the losses are recouped.

e) Impairment

The Company assess each asset every reporting period to determine whether any 
indication of impairment exists. Where an indicator of impairment exists, a formal 
estimate of the recoverable amount is made, which is considered to be the higher of the 
fair value less costs to sell and value in use. These assessments require the use of 
estimates and assumptions such as long-term commodity prices, regulatory and political 
environment, discount rates, operating costs, future capital requirements, closure and 
reclamation costs, exploration potential. These estimates and assumptions are subject to 
risk and uncertainty. Therefore, there is a possibility that changes in circumstances will 
impact these projections, which may impact the recoverable amount of assets.

At June 30, 2018, management has assessed each of its exploration and evaluation assets 
based on their exploration potential and has determined that certain exploration and 
evaluation assets were impaired (Note 6).

f) Going concern

The Company’s ability to execute its strategy by funding future working capital 
requirements requires judgment. Estimates and assumptions are continually evaluated and 
are based on historical experience and other factors, such as expectations of future events 
that are believed to be reasonable under the circumstances
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5. MARKETABLE SECURITIES

Number of Shares Balance
Balance, June 30, 2017 and 2016 - $                 -
Additions 3,000,000 300,000
Dispositions (793,000) (79,300)
Fair value adjustment - (55,175)
Balance, June 30, 2018 2,207,000 $     165,525

During the year ended June 30, 2018, the Company received 3,000,000 shares of Sunvest 
Minerals Corp (“Sunvest”), a publicly traded company, as consideration for the BC Clone 
mineral claims (Note 6).  These shares were valued at $300,000 and classified as fair value 
through profit or loss. The Company agreed not to sell, deal, assign or transfer 1,000,000 of 
these shares until February 12, 2018, 1,000,000 until October 5, 2018 and 1,000,000 until 
October 5, 2019.

During the year ended June 30, 2018, the Company sold 793,000 shares of Sunvest for 
$76,516 and recorded a loss on sale of marketable securities of $2,784. 

Subsequent to June 30, 2018, the Company sold 207,000 Sunvest shares for $15,123.
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6. EXPLORATION AND EVALUATION ASSETS (continued)

Title to Interests in Exploration and Evaluation Assets 

Title to exploration and evaluation asset interests involves certain inherent risks due to the 
difficulties of determining the validity of certain claims as well as the potential for problems
arising from the frequently ambiguous conveyancing history characteristic of many 
exploration and evaluation assets.  The Company has investigated title to all of its exploration 
and evaluation assets and, to the best of its knowledge, title to all of its interests are in good 
standing.  However, this should not be construed as a guarantee of title.  The concessions may 
be subject to prior claims, agreements or transfers, and rights of ownership may be affected 
by undetected defects.

BC Clone Mineral Claims - Option Agreement

By an option agreement dated November 28, 2005 and amended June 9, 2009, the Company 
acquired the right to earn an undivided 50% interest in the Clone mineral claims, located in 
the Skeena Mining Division of northwestern British Columbia.  Under the terms of the option 
agreement, the Company earned its undivided 50% interest in the Clone mineral claims by
paying a total of $120,000 cash consideration, issuing 500 common shares, and incurring 
exploration expenditures on the Clone mineral claims aggregating $1,800,000.

In August 2017, the Company decided to drop or reduce the size of certain mineral claims. 
Accordingly, prior acquisition costs of $56,538 and exploration costs of $706,043 associated 
with these claims were written off as of June 30, 2017.

Furthermore, on September 26, 2017, the Company entered into a purchase agreement (the 
“Agreement”) with an arm’s length party, Sunvest. Sunvest agreed to acquire all of the 
Company’s right, title and interest in and to the undivided 50% interest in the Clone mineral 
claims. In consideration, Sunvest agreed to pay the Company an aggregate total of $300,000
over a two-year period ($100,000 on or before October 5, 2018 (subsequently received) and 
the remaining $200,000 on or before October 5, 2019); issue 3,000,000 common shares of 
Sunvest to the Company on or before October 10, 2017 (received); and assume the liabilities 
incurred by the Company in connection with its interest in the Clone mineral claims totalling 
$72,386 (assumed). The Company agreed not to sell, deal, assign or transfer 1,000,000 of 
Sunvest shares until February 12, 2018, 1,000,000 until October 5, 2018 and 1,000,000 until 
October 5, 2019. Accordingly, the Company further wrote off the carrying value of the Clone 
mineral claims by $454,766 as of June 30, 2017 and $64,000 as of June 30, 2018,
respectively. This transaction closed during the year ended June 30, 2018.

As of June 30, 2018, the Company recorded a receivable balance of $300,000 (2017 - $Nil)
pursuant to the cash payments to be received.  Out of the balance, $100,000 (2017 - $Nil) is 
classified as a current receivable and the remaining (2017 - $Nil) is classified as a non-current 
asset.
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6. EXPLORATION AND EVALUATION ASSETS (continued)

SK DB Diamond Prospect – Share Purchase Agreement

On June 28, 2016, the Company entered into a share purchase agreement (the “Agreement”) 
with three arm’s length vendors (the “Vendors”) to purchase 100% of the issued and 
outstanding shares of DB Diamond Holdings Inc. (“DB”), which holds a 100% interest in 
prospective diamond claims in the Athabasca region of Saskatchewan. The acquisition has 
been accounted for as an asset acquisition. In July 2016, the Company issued 800,000 shares 
with a fair value of $560,000 to the Vendors pursuant to the Agreement.

In September 2018, the Company decided to drop the property claims. Accordingly, prior 
acquisition costs of $560,000 associated with these claims were written off as of June 30, 
2018.

SK Patterson Mineral Claims – Option Agreement

The Company had 50% interest in the SK Patterson mineral claims. During the year ended 
June 30, 2017, the Company decided not to continue with this property and wrote off 
exploration and evaluation expenditures of $159,169.

QC Bachman Lithium Prospect – Share Purchase Agreement

On August 24, 2016, the Company entered into a share purchase agreement (the 
“Agreement”) with three arm’s length vendors (the “Vendors”) to purchase 100% of the 
issued and outstanding shares of Bachman Lithium Corp. (“Bachman”). The sole asset of 
Bachman consisted of certain mineral claims in the Abitibi area of Quebec Province. The 
acquisition has been accounted for as an asset acquisition. In September 2016, the Company 
issued 675,000 shares with a fair value of $270,000 to the Vendors pursuant to the 
Agreement.

During the year ended June 30, 2018, the Company decided to reduce the size of certain 
mineral claims. Accordingly, prior acquisition costs of $133,291 associated with these claims 
were written off as of June 30, 2018.

BC Barker Cariboo Gold Prospect (Barkerville West) – Share Purchase Agreement

On December 20, 2017, the Company entered into a share purchase agreement (the 
“Agreement”) with an arm’s length vendor (the “Vendor”) to purchase 100% of the issued 
and outstanding shares of Barker Cariboo Gold Corp. (“Barker”). The sole asset of Barker 
consisted of certain mineral claim in the Cariboo Region of British Columbia. The acquisition 
was accounted for as an asset acquisition. On January 2, 2018, the Company issued 2,300,000 
shares with a fair value of $368,000 (Note 10) and paid $15,000 to the Vendor pursuant to the 
Agreement. Barker became a wholly-owned subsidiary of the Company.

During the year ended June 30, 2018, the mineral claims were dropped and prior acquisition 
costs of $383,000 and exploration costs of $9,800 associated with these claims were written 
off as of June 30, 2018.
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6. EXPLORATION AND EVALUATION ASSETS (continued)

BC Barker Cariboo Gold Prospect (Barkerville South) – Property Purchase Agreement

On May 4, 2018, the Company entered into a property purchase agreement with an arm’s 
length vendor to acquire a 100% interest in 641 hectares of land prospective for gold in the 
Cariboo Region of of British Columbia. (“Barkerville South”) for consideration of 2,100,000
common shares in the Company. Subsequent to June 30, 2018, the Company issued 
2,100,000 common shares pursuant to the terms of the Agreement.

7. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Year ended 
June 30, 2018

Year ended 
June 30, 2017

Accounts payables $ 740,861 $ 663,174
Accrued liabilities 128,326 145,225

$ 869,187 $ 808,399

During the year ended June 30, 2018, the Company settled trade payables of $4,340 with 
issuance of 36,167 units of the Company with a fair value of $14,020 (Note 10) and recorded 
a loss on the settlement of $9,680.

8. LOANS PAYABLE

In May and June 2017, the Company received loan advances totalling $29,500 from three
arm’s length parties (the “Lenders”), bearing 18% interest per annum and due upon demand. 
During the year ended June 30, 2018, the Company fully repaid these loans.

In May 2017, the Company announced a private placement of up to 14,583,333 units at $0.12
per unit for gross proceeds of up to $1,750,000. The Company received $1,236,000 in share 
subscriptions from eight arm's length parties and one director of the Company (collectively, 
the "Subscribers) in connection with this private placement. In June 2017, the Company 
cancelled the private placement. The Company entered into loan agreements (the 
Agreements") with the Subscribers. Pursuant to the terms of the Agreements, the Subscribers
agreed to convert a total of $1,236,000 into loans payable, bearing 5% interest per annum and 
due on July 19, 2018. During the year ended June 30, 2018, the Company repaid loan 
principal of $12,000 to the director and loan interest of $24,252 to all Subscribers. The
remaining loans of $1,224,000 were settled with issuance of the units of the Company (Note 
10).

During the year ended June 30, 2018, the Company recorded interest expense of $21,957 
(2017 - $2,255). As at June 30, 2018, $Nil (2017 - $1,265,500) of loan principal and $Nil 
(2017- $2,255) of loan interest were outstanding towards these loans.
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9. FLOW-THROUGH SHARE PREMIUM LIABILITY

Balance at June 30, 2016 $   37,500
Settlement of flow-through share premium liability (30,889)
Balance at June 30, 2017 6,611
Settlement of flow-through share premium liability (6,611)
Balance at June 30, 2018 $ -

The flow-through premium is derecognized through income as the qualifying expenditures 
are incurred.  The Company is committed to incur a further $nil (2017 - $26,311) of 
qualifying expenditures by June 30, 2018.

10. SHARE CAPITAL

Authorized: An unlimited number of common shares, without par value
An unlimited number of Class A preferred shares, without par value

(a) Shares issued

Year ended June 30, 2018

The Company closed a private placement (the “Offering”) consisting of 4,166,667 units at 
$0.12 per unit for gross proceeds of $500,000. Each unit consisted of one common share of 
the Company and one share purchase warrant which entitles the holder to purchase one 
additional common share of the Company at a price of $0.16 per share until October 27, 
2022. In connection with the Offering, the Company paid aggregate finders’ fees of $9,600,
filing fees of $899 and issued 80,000 broker warrants. The broker warrants are exercisable 
into one common share each at $0.16 per share until October 27, 2022. The broker warrants 
were valued at $16,000 using the Black-Scholes pricing model with the following 
assumptions: dividend yield 0%, expected volatility 376.4%, risk-free interest rate 1.66% and 
an expected life of five years.

In October 2017, the Company issued 36,167 units pursuant to trade payables settlement 
totalling $4,340. Each unit consisted of one common share of the Company and one share 
purchase warrant which entitles the holder to purchase one additional common share of the 
Company at a price of $0.16 per share until October 27, 2022. The fair value of the shares 
was estimated at $7,053. The warrants were valued at $6,967 using the Black-Scholes pricing 
model with the following assumptions: dividend yield 0%, expected volatility 376.4%, risk-
free interest rate 1.66% and an expected life of five years.  The Company recorded a loss on 
the settlement of $9,680 (Note 7).

In October 2017, the Company issued 10,199,999 units pursuant to debt settlement 
agreements totalling $1,224,000. Each unit consisted of one common share of the Company 
and one share purchase warrant which entitles the holder to purchase one additional common 
share of the Company at a price of $0.16 per share until October 27, 2022 (Note 8). 
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10. SHARE CAPITAL (continued)

(a) Shares issued  (continued)

Year ended June 30, 2018 (continued)

In January 2018, the Company issued 2,300,000 shares with a fair value of $368,000 
pursuant to acquisition of the BC Barker Cariboo Gold Prospect (Note 6).

Year ended June 30, 2017

There were no private placements during the year ending June 30, 2017.

(b) Share purchase warrants 

The following is a summary of changes in warrants:
Weighted Average 

Number
Exercise Price

Balance, June 30, 2016 4,319,628 $1.22
Expired (50,000) $2.00
Balance, June 30, 2017 4,269,628 $1.21

Issued 14,482,833 $0.16
Balance, June 30, 2018 18,752,461 $0.40

At June 30, 2018, the Company had 18,752,461 warrants outstanding.  Each warrant entitles 
the holder the right to purchase one common share as follows:

Number Exercise Price Expiry Date

161,586 $1.00 August 9, 2018
(subsequently expired)

266,683 $3.60 October 24, 2018
(subsequently expired)

50,234 $3.60 November 5, 2018
30,250 $4.00 December 2, 2018

337,500 $1.00 August 21, 2019
520,000 $1.00 July 6, 2020
349,000 $1.00 November 19, 2020

1,625,000 $1.00 April 6, 2021
929,375 $1.00 June 20, 2021

14,482,833 $0.16 October 27, 2022
18,752,461

As at June 30, 2018, the weighted average life of warrants outstanding was 3.86 years.
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10. SHARE CAPITAL (continued)

(c) Share-based payments

The Company has a stock option plan whereby the maximum number of shares reserved for 
issue under the plan shall not exceed 10% of the outstanding common shares of the 
Company, as at the date of grant.  Under the plan, the exercise price of each option may not 
be less than the market price of the Company’s stock as calculated on the date of grant less 
the applicable discount, subject to a minimum exercise price of $0.10. 

The options can be granted for a maximum term of 5 years and vesting periods are 
determined by the board of directors of the Company. Pursuant to the regulations of the CSE, 
stock options may be granted outside of the stock option plan.

The following is a summary of changes in stock options:
Weighted Average

Number Exercise Price

Outstanding and exercisable, June 30, 2016 149,650 $3.230
Granted 580,000 $0.170
Exercised (100,000) $0.165
Expired (13,000) $25.00
Forfeited (48,450) $1.160
Outstanding and exercisable, June 30, 2017 568,200 $0.330

Forfeited (60,150) $0.330
Outstanding and exercisable, June 30, 2018 508,050 $0.330

At June 30, 2018, 508,050 employee and director stock options were outstanding and 
exercisable entitling the holders thereof the right to purchase one common share for each 
option held as follows:

Number Exercise Price Expiry Date

15,000 $1.20
August 15, 2018
(subsequently expired)

30,800 $1.30 December 20, 2018
37,250 $1.00 August 28, 2019

425,000 $0.165 May 4, 2022
508,050

During the year ended June 30, 2018, the Company did not grant any stock options and
60,150 stock options were forfeited upon the resignation of an executive officer.

During the year ended June 30, 2017, 100,000 stock options were exercised at a price of 
$0.165 per share for total proceeds of $16,500. The previously recognized share-based 
payment expense relating to these stock options were reclassified from share-based payment 
reserve to share capital in the amount of $16,288.

As at June 30, 2018, the weighted average life of options outstanding was 3.33 years.
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10. SHARE CAPITAL (continued)

(c) Share-based payments (continued)

During the year ended June 30, 2017, the Company granted a total of 580,000 stock options 
with exercise prices ranging from $0.165 to $1.00 per share and expiry dates ranging from
January 26, 2017 to May 4, 2022.  The weighted average fair value of the options issued 
during the year ended June 30, 2017 was estimated at $0.16 per option at the grant date using 
the Black-Scholes option pricing model with the following weighted average assumptions:

Year ended
June 30, 2018

Year ended
June 30, 2017

Expected dividend yield N/A 0%
E N/A 186.3%
Risk-free interest rate N/A 0.56%
Estimate term N/A 0.25 year
Forfeiture rate N/A 0%

* Expected volatility has been based on historical volatility of the Company’s publicly traded 
shares.

During the year ended June 30, 2018, the Company recorded share-based payments of $Nil 
(2017 - $93,860).

(d) Escrow shares

As at June 30, 2018, 1,594 (2017 - 1,594) common shares are held in escrow.

11. RESERVES

Year ended
June 30, 2018

Year ended
June 30, 2017

Balance, beginning of year $ 2,545,674 $ 2,468,102
Share-based payment - 93,860
Options exercised - (16,288)
Warrants issued on settlement of 
accounts payable 6,967 -
Broker warrants issued for private 
placement 16,000 -
Balance, end of year $ 2,568,641 $ 2,545,674

During the year ended, the Company issued 36,167 warrants pursuant to settlement of 
accounts payable and 80,000 broker warrants.  The fair value of these warrants was estimated 
at $22,967 using the Black-Scholes option pricing model with the following assumptions: 
dividend yield 0%, expected volatility 376.4%, risk-free interest rate 1.66% and an expected 
life of five years.
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12. LOSS PER SHARE

The calculation of basic and diluted loss per share was based on the following data:

Year ended June 30,
2018 2017

Weighted average number of shares – basic:
Issued common shares as at July 1 7,193,351 5,618,351
Effect of common shares issued during the period 10,835,060 1,341,302
Effect of escrowed shares (1,594) (1,594)

18,026,817 6,958,059

Net loss $ 1,857,192 $ 2,329,740

Loss per share – basic and diluted $ 0.10 $ 0.33

The basic loss per share is computed by dividing the net loss by the weighted average 
number of common shares outstanding during the period. The diluted loss per share reflects 
the potential dilution of common share equivalents, such as stock options and share purchase 
warrants, in the weighted average number of common shares outstanding during the period, if 
dilutive. All of the stock options and share purchase warrants currently issued (Note 10) were 
anti-dilutive.

13. RELATED PARTY TRANSACTIONS

Key management personnel compensation

Key management of the Company are directors and officers of the Company and their 
remuneration includes the following:

Year ended June 30,
2018 2017

Office – administrative fees $         7,200 $ -
Office rents 14,981 -
Professional fees* 21,000 62,792
Vehicle allowance - 7,200
Management fees 7,500 126,900
Share-based payments - 16,288

$ 50,681 $ 213,180

*Professional fees relate to the gross amount paid to an officer for accounting services prior 
to chargeback of $Nil (2017-$46,588) reimbursed by related companies with certain directors 
in common and a common officer.
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13. RELATED PARTY TRANSACTIONS (continued)

Related party balances

At June 30, 2018, trade and other payables included $147,669 (2017-$231,349) payable to a
director, a public company with a common director, one former director, and a private 
company controlled by a former director for unpaid fees. These amounts are unsecured, non-
interest bearing and payable on demand.

During the year ended June 30, 2017, the Company entered into agreements with an arm’s 
length party (the “Assignee”) to assign a total of $132,074 owing by two public companies 
with common directors to the Assignee in consideration of the payment of $14,675. 
Accordingly, the Company recognized $132,074 in bad debt expense. 

In June 2017, the Company entered into a loan agreement with a director of the Company, to 
convert funds of $12,000 received from this director for a cancelled private placement into a
loan, bearing 5% interest per annum (Note 8). During the year ended June 30, 2018, $12,000 
of loan principal and $186 of loan interest was fully repaid.

14. CAPITAL DISCLOSURE

The Company’s objectives when managing capital are to safeguard its ability to continue as a 
going concern to pursue the development of its exploration and evaluation assets and to 
maintain a flexible capital structure which optimizes the cost of capital within a framework of 
acceptable risk by monitoring its net debt position. In the management of capital, the 
Company includes the components of shareholders’ deficiency, cash, short-term marketable 
securities, receivables and loans payable, which are summarized below for the years ended 
June 30,: 

Year ended
June 30, 2018

Year ended 
June 30, 2017

Loans payable $ - $ 1,236,000
Accounts payable and accrued liabilities 869,187 808,399
Less: cash (92,424) (103,902)
Less: marketable securities (90,525) -
Less: receivables (100,000) -
Net debt 586,238 1,940,497
Shareholder’s deficiency (145,007) (383,335)
Capital and net debt $ 441,231 $ 1,557,162

The Company manages the capital structure and makes adjustments to it in light of changes in 
economic conditions and the risk characteristics of the underlying assets.  To maintain or 
adjust its capital structure, the Company uses the following:

a) sale of marketable securities for additional cash;
b) issuance of shares through private placement;
c) issuance of debt; and
d) acquisition or disposal of assets
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14. CAPITAL DISCLOSURE (continued)

As at June 30, 2018, the Company has not entered into any debt financing with any financial 
institution.

The Company is dependent on the capital markets as its sole source of operating capital and 
the Company’s capital resources are largely determined by the strength of the junior resource 
markets and by the status of the Company’s projects in relation to these markets, and its 
ability to compete for investor support of its projects. The Company is not subject to any 
externally imposed capital requirements. There has been no change in the Company’s 
approach to capital management during the year ended June 30, 2018.

15. FINANCIAL RISK MANAGEMENT

The Company is exposed to varying degrees to a variety of financial instrument related risks:

Foreign Exchange Risk

Foreign exchange risk is the risk that the fair value of future cash flows will fluctuate as a 
result of changes in foreign exchange rates. As at June 30, 2018, the Company has a minimal 
exposure to US dollars that are subject to fluctuations as a result of exchange rate variations 
to the extent that transactions are made in this currency. The Company considers this risk to 
be insignificant and therefore does not hedge its foreign exchange risk.

Credit Risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the 
other party by failing to discharge an obligation.  The Company’s cash and receivables are 
exposed to credit risk.  The Company reduces its credit risk on cash by placing these 
instruments with institutions of high credit worthiness.  As at June 30, 2018, the Company is 
not exposed to any significant credit risk.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in market interest rates. Included in the loss for the year in 
the financial statements is interest expense on loans payable and interest income on Canadian 
dollar cash.  The Company has debt instruments at fixed rates and is therefore not exposed to 
risk in the event of interest rate fluctuations. As at June 30, 2018, the Company is not 
exposed to any significant interest rate risk.

Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations 
associated with financial liabilities. The Company manages liquidity risk by maintaining 
sufficient cash balances to enable settlement of transactions on the due date. The Company 
addresses its liquidity through equity financing obtained through the sale of common shares 
and the exercise of warrants and options. While the Company has been successful in securing 
financings in the past, there is no assurance that it will be able to do so in the future.
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15. FINANCIAL RISK MANAGEMENT (continued)

As at June 30, 2018, the Company had cash of $92,424 to settle current liabilities of 
$869,187. The Company will require additional financings to meet its short-term financial 
obligations.

The table below summarizes the maturity profile of the Company’s financial liabilities:

The Company is exposed to price risk with respect to commodity prices. 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 the commodity 
prices of precious metals and the stock market to determine the appropriate course of action 
to be taken by the Company. 

Based on management’s knowledge and experience of the financial markets, management 
does not believe that the Company’s current financial instruments will be affected by foreign 
exchange risk, credit risk, interest rate risk and price risk.

16. BASIS OF FAIR VALUE

The Company’s financial instruments consist of cash, marketable securities, receivables, 
trade and other payables, loans payable, and flow-through share premium provisions. The fair 
value of the Company’s receivables, trade and other payables, and loans payable approximate 
the carrying value, which is the amount on the consolidated statements of financial position 
due to their short-term maturities or ability of prompt liquidation. The Company’s cash and 
marketable securities, is measured at fair value under the fair market hierarchy, based on 
level one quoted prices in active markets for identical assets.

Financial instruments that are measured subsequent to initial recognition at fair value are 
grouped in Levels 1 to 3 based on the degree to which the fair value is observable:

Level 1 - fair value measurements are those derived from quoted prices (unadjusted) in 
active markets for identical assets or liabilities; and

Level 2 - fair value measurements are those derived from inputs other than quoted prices 
included within level 1 that are observable for the asset or liability, either directly (i.e. as 
prices) or indirectly (i.e. derived from prices); and

As at June 30, 
2018

On 
demand

Less than 
1 year 1 -2 years

Later 
than 2 
years Total

Trade payables $ 593,191 $ - $ - $ - $ 593,191
Accrued liabilities 10,000 118,327 - - 128,327
Related party 
payables 147,669 - - - 147,669

Total liabilities $ 750,860 $ 118,327 $ - $ - $ 869,187
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16. BASIS OF FAIR VALUE (continued)

Level 3 - fair value measurements are those derived from valuation techniques that 
include inputs for the asset or liability that are not based on observable marker data 
(unobservable inputs). 

The following table sets forth the Company’s financial instruments measured at fair value on 
a recurring basis by level within the fair value hierarchy as at June 30, 2018:

Level 1 Level 2 Level 3

Cash $ 92,424 $ - $ -
Marketable securities – current $ 90,525 $ - $ -
Marketable securities – non-current $ 75,000 $ - $ -
Receivable – current $ 100,000 $ - $ -
Receivables – non-current $ 200,000 $ - $ -
Accounts payable $ 740,861 $ - $ -

17. INCOME TAXES

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

Year ended 
June 30, 2018

Year ended 
June 30,2017

Loss before income taxes $ (1,857,192) $ (2,329,740)

Expected income tax (recovery) $    (484,000) $    (606,000)
Change in statutory tax rates and other - (2,000)
Permanent difference 4,000 24,000
Impact of flow-through shares - 48,000
Share issue costs (7,000) -
Adjustment to prior years provision versus statutory tax 
returns (619,000) -
Expiry of non-capital losses - 75,000
Change in unrecognized deductible temporary differences 1,106,000 461,000

Total income tax expense (recovery) $                   - $                  -
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17. INCOME TAXES (continued)

The significant components of the Company's deferred tax assets are as follows:

No deferred tax asset has been recognized in respect of the above for the years ended June 
30, 2018 and 2017 because the amount of future taxable profit that will be available to realize 
such assets is not probable.

The Company has non-capital losses for Canadian income tax purposes of approximately 
$9,454,618 (2017-$8,447,000) which may be carried forward and applied against taxable 
income in future years. These losses, if unutilized, will expire through to 2038.

18. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

Significant non-cash transactions for the year ended June 30, 2018:

a) As consideration for the sale of the BC Clone property, the Company received the shares 
of Sunvest with a fair value of $300,000.

b) Pursuant to the debt settlement agreements, the Company settled loans in the amount of 
$1,224,000 in exchange for the issuance of 10,199,999 units.

c) Pursuant to the debt settlement agreement, the Company settled trade payables of $4,340 
in exchange for the issuance of 36,167 units with a fair value of $14,020.

d) The Company issued 80,000 broker warrants valued at $16,000 in connection with the 
October 2017 private placement.

e) The Company issued 2,300,000 common shares valued at $368,000 pursuant to the 
acquisition of Barker Cariboo Gold Corp. 

Significant non-cash transactions for the year ended June 30, 2017:

a) The Company issued 800,000 common shares valued at $560,000 pursuant to the DB 
share purchase agreement. (Note 5)

Year ended 
June 30, 2018

Year ended 
June 30, 2017

Deferred Tax Assets 
Exploration and evaluation assets $ 1,406,000 $ 569,000
Share issue costs 10,000 10,000
Marketable securities 7,000 -
Capital assets 4,000 4,000
Allowable capital losses 92,000 92,000
Non-capital losses 2,458,000 2,196,000

Net unrecognized deferred tax assets $ 3,977,000 $ 2,871,000
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18. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS (continued)

b) The Company issued 675,000 common shares valued at $270,000 pursuant to the
Bachman share purchase agreement. (Note 5).

19. SUBSEQUENT EVENTS

On August 8, 2018, the Company entered into a property purchase agreement to acquire a
100% interest in the Moosehead Northeast claims in the vicinity of Sokoman Iron Corp.
located in Central Newfoundland. Under the terms of the agreement, the Company paid
$10,000 cash and issued 9,250,000 shares. 

On September 14, 2018, the Company granted 500,000 stock options to directors of the
Company to purchase shares of the Company at $0.15 per share for one year following the
grant date.

On August 14, 2018, the Company announced the intent to acquire a land in the Moosehead
Gold District. Under the terms of the property purchase agreement, the Company was to
acquire 100% of the issued and outstanding shares of a privately owned company (“Privco”)
through the issuance of 7,500,000 common shares of the Company and an aggregate cash
payment of $50,000 to the shareholders of Privco. On September 14, 2018, the Company
announced that it was no longer proceeding with the proposed acquisition to acquire Privco.
On September 19, 2018, the Company was named as a defendant in an action commenced by
an arm’s length vendor (the “plaintiff”) in the Supreme Court of British Columbia. The
plaintiff allege that the Company has breached the agreement relating to the proposed
acquisition of Privco. The Company considers the claim to be without merit and will be
defending the action.

On September 28, 2018, the Company granted 100,000 stock options to a consultant of the
Company to purchase shares of the Company at $0.15 per share for one year following the
grant date.

On October 16, 2018, the Company entered into a loan facility agreement with an arm’s
length party for an amount up to $250,000 to be advanced in tranches at such times and in
such amounts in the lender’s sole discretion upon request from the Company. The proceeds
are restricted for the use of legal costs associated with the civil claim brought against the
Company on September 19, 2018. Pursuant to the terms of the loan, each tranche matures in
eighteen months following the date of advance, bear interest at 12% per annum plus 25% of
any settlement in the event of a counter lawsuit.
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INDEPENDENT AUDITORS' REPORT 
 
 
 
To the Shareholders of 
Makena Resources Inc. 
 
 
We have audited the accompanying consolidated financial statements of Makena Resources Inc., which comprise the 
consolidated statements of financial position as at June 30, 2017 and 2016 and the consolidated statements of loss and 
comprehensive loss, cash flows, and changes in shareholders’ equity (deficiency) 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 Makena 
Resources Inc. as at June 30, 2017 and 2016 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 Makena Resources Inc.’s 
ability to continue as a going concern. 
 
 

“DAVIDSON & COMPANY LLP” 
 
 
Vancouver, Canada Chartered Professional Accountants 
 
October 23, 2017 
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MAKENA RESOURCES INC. 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

 (Expressed in Canadian Dollars) 
 
 ASSETS June 30, 

 2017 
June 30, 

 2016 
   
Current assets   
 Cash  $ 103,902 $ 342,334 
 Receivables  16,907  10,840 
 Prepaid expenses  7,235  4,227 
Total current assets  128,044  357,401 
   
Non-current assets   
 Related party receivables  – Note 10  -  177,616 
 Rent deposit  -  6,475 
 Exploration and evaluation assets – Note 4  1,571,386  1,873,733 
   
Total assets $ 1,699,430 $ 2,415,225 

   
LIABILITIES   

   
Current liabilities   
 Accounts payable and accrued liabilities – Notes 5 and 10 $ 808,399 $ 1,371,080 
 Interest payable – Note 6  2,255  - 
 Loans payable – Note 6  29,500  - 
 Flow-through share premium liability – Note 7  6,611  37,500 
Total current liabilities  846,765  1,408,580 
   
Non-current liabilities   
 Loans payable – Note 6  1,236,000  - 
   
Total liabilities  2,082,765  1,408,580 

   
SHAREHOLDERS’ EQUITY (DEFECIENCY) 

   
Share capital – Note 8  19,701,208  18,839,020 
Reserves – Note 8   2,545,674   2,468,102 
Accumulated deficit  (22,630,217)  (20,300,477) 
   
Total shareholders’ equity (deficiency)  (383,335)  1,006,645 
   
Total liabilities and shareholders’ equity (deficiency) $ 1,699,430 $ 2,415,225 
   

Nature and Continuance of Operations (Note 1) 
Subsequent Events (Notes 4, 10 and 16) 
 
APPROVED BY THE DIRECTORS:   
   

“Spencer Smyl” Director  “Seth Kay” Director 
Spencer Smyl   Seth Kay  
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MAKENA RESOURCES INC. 
CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS 

(Expressed in Canadian Dollars) 
 

 
 

 Years ended 
 June 30, 
 2017 2016 
   
Operating expenses   
 Consulting $         473,075 $         360,087 
 Directors’ fees – Note 10  -  10,000 
 Management fees – Note 10  126,900  206,987 
 Office and miscellaneous  52,788  33,904 
 Professional fees – Note 10  52,217  50,035 
 Shareholder information  8,706  8,697 
 Share-based payments – Notes 8 and 10  93,860  - 
 Transfer agent and filing fees  34,889  21,614 
 Travel and promotion – Note 10  31,300  29,800 
   
  (873,735)  (721,124) 
   
 Bad debt expense – Note 10  (132,074)  (35,080) 
 Interest income  -  2 
 Interest expense – Note 6  (2,255)  - 
 Other income on settlement of flow-through share premium  
     liability – Note 7  30,889  - 
 Gain on write-off of accounts payable  23,951  12,769 
 Other income – Note 10  -  20,076 
 Write-down of exploration and evaluation assets  – Note 4  (1,376,516)  (587,183) 

   
  (1,456,005)  (589,416) 
   
Net loss and comprehensive loss for the year $ (2,329,740) $ (1,310,540) 
   
Loss per share – basic and diluted – Note 9 $         (0.33) $         (0.39) 
   
Weighted average number of shares outstanding – basic and 
diluted – Note 9  6,965,397  3,369,356 
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MAKENA RESOURCES INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Expressed in Canadian Dollars) 
 

 Years ended 
June 30, 

 2017 2016 
   
Operating Activities   
 Loss for the year $ (2,329,740) $ (1,310,540) 
 Adjustments for non-cash items:   
  Accrued interest on loans payable  2,255  - 
  Bad debt expense  132,074  35,080 
  Other income on settlement of flow-through share  
        premium liability 

  
(30,889) 

  
- 

  Gain on write-off of accounts payable  (23,951)  (12,769) 
  Share-based payments  93,860  - 
  Write-down of exploration and evaluation assets  1,376,516  587,183 
   
 Changes in non-cash working capital items:   
  Receivables  (6,067)  (2,214) 
  Related party receivables  45,542  (57,119) 
  Prepaid expenses  3,467  (1,364) 
  Accounts payable and accrued liabilities  (543,730)  328,403 
   
Cash used in operating activities  (1,280,663)  (433,340) 
   
Investing Activities   
 Exploration and evaluation assets  (239,169)  (217,812) 
   
Cash used in investing activities  (239,169)  (217,812) 
   
Financing Activities   
 Proceeds from issuance of share capital  16,500  997,000 
 Share issue costs  (600)  (41,487) 
 Proceeds from loan issuances  1,265,500  - 
   
Cash provided by financing activities  1,281,400  955,513 
   
Change in cash during the year  (238,432)  304,361 
   
Cash, beginning of the year  342,334  37,973 
   
Cash, end of the year $         103,902 $         342,334 

 
 

Supplemental Disclosure with Respect to Cash Flows (Note 15)
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MAKENA RESOURCES INC. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
(Expressed in Canadian Dollars) 
June 30, 2017 and 2016 – Page 1 
 

1. NATURE AND CONTINUANCE OF OPERATIONS 
 

Makena Resources Inc. (the “Company”) is an exploration stage public company and was listed 
on the TSX Venture Exchange (the “TSXV”). The Company’s principal business activities 
include acquiring and exploring exploration and evaluation assets. At June 30, 2017, the 
Company had exploration and evaluation assets located in Canada. During the year ended June 
30, 2017, the Company consolidated its share capital, stock options and share purchase 
warrants on a one-new-for-twenty-old basis. These consolidated financial statements reflect 
the share consolidation. All common shares, stock options, share purchase warrants and per 
common share amounts have been retroactively restated. 
 
Subsequent to June 30, 2017, the Company’s common shares commenced trading on the 
Canadian Securities Exchange (the “CSE”) under the symbol “MKNA” and the Company 
delisted its common shares from the TSXV. 
 
The Company’s head office and principal business address is Suite 1470, 701 West Georgia 
Street, Vancouver, British Columbia, V7Y 1C6. The Company’s registered and records office 
is located at 800 – 885 West Georgia Street, Vancouver, British Columbia, V6C 3H1. 
 
These consolidated financial statements have been prepared on a going concern basis, which 
contemplates continuity of normal business activities and the realization of assets and discharge 
of liabilities in the normal course of business.  At June 30, 2017, the Company had a working 
capital deficiency of $718,721, had not yet achieved profitable operations and has an 
accumulated deficit of $22,630,217 since its inception. The Company expects to incur further 
losses in the development of its business, all of which cast substantial doubt on the Company’s 
ability to continue as a going concern.  The Company will require additional financing in order 
to conduct its planned work programs on exploration and evaluation assets, meet its ongoing 
levels of corporate overhead and discharge its liabilities as they come due.  While the Company 
has been successful in securing financings in the past, there is no assurance that it will be able 
to do so in the future.  Accordingly, these consolidated financial statements do not give effect 
to adjustments, if any, that would be necessary should the Company be unable to continue as a 
going concern.  If the going concern assumption was not used then the adjustments required to 
report the Company’s assets and liabilities on a liquidation basis could be material to these 
consolidated financial statements. 
 

2. BASIS OF PREPARATION 
 

a) Statement of Compliance 
 

These consolidated financial statements have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”) as issued by the International 
Accounting Standards Board (“IASB”) and interpretations issued by the International 
Financial Reporting Interpretations Committee (“IFRIC”). 

 
These consolidated financial statements were authorized for issue by the Board of Directors 
on October 23, 2017. 
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2. BASIS OF PREPARATION (continued) 
 

b) Basis of Measurement  
 
These consolidated financial statements have been prepared on a historical cost basis, 
except for certain financial instruments that are initially measured at fair value through 
profit or loss. 
 
These consolidated financial statements are presented in Canadian dollars, which is also 
the Company’s and its subsidiaries’ functional currency. 
 
The preparation of these consolidated financial statements in accordance with IFRS 
requires management to make estimates, judgements and assumptions that affect the 
reported amount of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amount of revenues and 
expenses during the period.  Actual results could differ from these estimates. 

 
These consolidated financial statements include estimates which, by their nature, are 
uncertain.  The impact of such estimates is pervasive throughout these 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 and other sources of estimation uncertainty that 
management has made at the financial position reporting date, 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: 

 
 Whether or not an impairment has occurred in its exploration and evaluation assets; 
 The inputs used in the accounting for share-based payments expense; and 
 The inputs used in the accounting for finders’ warrants and compensation options in 

share capital and equity reserves. 
 
Critical accounting judgments 

 
A significant judgment, apart from those involving estimation, include:  
 
 Classification of financial instruments. 

 
c) Basis of Consolidation 

 
These consolidated financial statements include the accounts of the Company and its 
wholly-owned subsidiaries. All inter-company balances, transactions, income and 
expenses have been eliminated upon consolidation. 

2. BASIS OF PREPARATION (continued) 
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d) Subsidiaries  
 

Subsidiaries are entities controlled by the Company. Control exists when the Company has 
power over an investee, when the Company is exposed, or has rights, to variable returns 
from the investee and when the Company has the ability to affect those returns through its 
power over the investee. Subsidiaries are included in the consolidated financial results of 
the Company from the effective date of acquisition up to the effective date of disposition 
or loss of control. Where necessary, adjustments are made to the financial statements of 
subsidiaries to bring their accounting policies into line with those used by the Company. 
 
The principal subsidiaries of the Company as of June 30, 2017 are as follows: 
 

 
 
 
Name of subsidiary 

 
 
 

Principal activity 

 
 
Place of 
Incorporation 

Ownership 
Interest 
June 30, 

2017 

Ownership 
Interest 
June 30, 

2016 
Canasia Clone Property Corp. Holding company Canada 100% 100% 
DB Diamond Holdings Inc. Holding company Canada 100% - 
Bachman Lithium Corp. Holding company Canada 100% - 
     

Subsequent to June 30, 2017, DB Diamond Holdings Inc. and Bachman Lithium Corp. 
amalgamated into Canasia Clone Property Corp. 

 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES   

 
The accounting policies set out below have been applied consistently to all periods presented 
in these consolidated financial statements, unless otherwise indicated. 

 
a) Foreign currency transactions 

 
Foreign currency accounts are translated into Canadian dollars, the functional currency of 
the Company and its subsidiaries, as follows: 
 
At the transaction date, each asset, liability, revenue and expense denominated in a foreign 
currency is translated into Canadian dollars using the exchange rate in effect at that date.  
At the reporting period end date, unsettled monetary assets and liabilities are translated into 
Canadian dollars using the exchange rate in effect at that date and the related translation 
differences are recognized in net income.  Exchange gains and losses arising on the 
retranslation of monetary available-for-sale financial assets are treated as a separate 
component of the change in fair value and recognized in net income.  Exchange gains and 
losses on non-monetary available-for-sale financial assets form part of the overall gain or 
loss recognized in respect of that financial instrument. 
 
Non-monetary assets and liabilities that are measured at historical cost are translated into 
Canadian dollars by using the exchange rate in effect at the date of the initial transaction 
and are not subsequently restated. 

  



Makena Resources Inc.  
Notes to the Consolidated Financial Statements 
(Expressed in Canadian Dollars) 
June 30, 2017 and 2016 – Page 4 
 

 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

b) Exploration and evaluation assets 
 
Pre-exploration costs 
 
Costs incurred prior to acquiring the right to explore an area of interest are expensed as 
incurred. 
 
Exploration and evaluation expenditures 
 
Once the legal right to explore a property has been acquired, costs directly related to 
exploration and evaluation expenditures are recognized and capitalized, in addition to the 
acquisition costs.  These direct expenditures include such costs as materials used, surveying 
costs, drilling costs, and payments made to contractors during the exploration phase.  Costs 
not directly attributable to exploration and evaluation activities, including general 
administrative overhead costs, are expensed as incurred. 
 
When a project is deemed to no longer have commercially viable prospects to the 
Company, exploration and evaluation expenditures in respect of that project are deemed to 
be impaired.  As a result, those exploration and evaluation expenditure costs, in excess of 
estimated recoveries, are written off to the statement of comprehensive loss. 
 
The Company assesses exploration and evaluation assets for impairment when facts and 
circumstances suggest that the carrying amount of an asset may exceed its recoverable 
amount. 
 
Once the technical feasibility and commercial viability of extracting the mineral resource 
has been determined, the property is considered to be a mine under development and is 
classified as “mines under construction”.  Exploration and evaluation assets are also tested 
for impairment before the assets are transferred to development properties. 
 
As the Company currently has no operational income, any incidental revenues earned in 
connection with exploration activities are applied as a reduction to capitalized exploration 
costs. 
 

c) Impairment of tangible and intangible assets 
 
Tangible and intangible assets with finite useful lives are subject to impairment tests 
whenever events or changes in circumstances indicate that their carrying amount may not 
be recoverable.  Where the carrying value of an asset exceeds its recoverable amount, 
which is the higher of value in use and fair value less costs to sell, the asset is written down 
accordingly. 
 
Where it is not possible to estimate the recoverable amount of an individual asset, the 
impairment test is carried out on the assets’ cash-generating unit, which is the lowest group 
of assets in which the asset belongs for which there are separately identifiable cash inflows 
that are largely independent of the cash inflows from other assets.   
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

c) Impairment of tangible and intangible assets (continued) 
 
An impairment loss is charged to profit or loss except to the extent it reverses gains 
previously recognized in other comprehensive loss/income.  Where an impairment loss 
subsequently reverses, the carrying amount of the asset (or cash-generating unit) is 
increased to the revised estimate of its recoverable amount, but to an amount that does not 
exceed the carrying amount that would have been determined had no impairment loss been 
recognized for the asset (or cash-generating unit) in prior periods.  A reversal of an 
impairment loss is recognized in profit or loss. 
 

d) Rehabilitation provision 
 
The Company is subject to various government laws and regulations relating to 
environmental disturbances caused by exploration and evaluation activities.  The Company 
records the present value of the estimated costs of legal and constructive obligations 
required to restore the exploration sites in the period in which the obligation is incurred.  
The nature of the rehabilitation activities includes restoration, reclamation and re-
vegetation of the affected exploration sites. 
 
The rehabilitation provision generally arises when the environmental disturbance is subject 
to government laws and regulations.  When the liability is recognized, the present value of 
the estimated costs is capitalized by increasing the carrying amount of the related mining 
assets.  Over time, the discounted liability is increased for the changes in present value 
based on current market discount rates and liability specific risks. 
 
Additional environment disturbances or changes in rehabilitation costs will be recognized 
as additions to the corresponding assets and rehabilitation liability in the period in which 
they occur.    
 
The Company does not have any significant rehabilitation obligations. 
 

e) Financial instruments 
 
Financial assets are classified into one of the following categories based on the purpose for 
which the asset was acquired.  All transactions related to financial instruments are recorded 
on a trade date basis.   The Company’s accounting policy for each category is as follows: 

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

 
A financial asset is classified at fair value through profit or loss if it is classified as held for 
trading or is designated as such upon initial recognition.  Financial assets are designated as 
FVTPL if the Company manages such investments and makes purchase and sale decisions 
based on their fair value in accordance with the Company’s risk management strategy.   
Attributable transaction costs are recognized in profit or loss when incurred.   FVTPL are 
measured at fair value, and changes are recognized in profit or loss. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

e) Financial instruments (continued) 
 
Held-to-maturity (“HTM”) 
 
These assets are non-derivative financial assets with fixed or determinable payments and 
fixed maturities that the Company’s management has the positive intention and ability to 
hold to maturity.  These assets are measured at amortized cost using the effective interest 
method.   If there is objective evidence that the asset is impaired, determined by reference 
to external credit ratings and other relevant indicators, the financial asset is measured at the 
present value of estimated future cash flows.   Any changes to the carrying amount of the 
investment, including impairment losses, are recognized in profit or loss. 
 
Loans and receivables 
 
Loans and receivables are financial assets with fixed or determinable payments that are not 
quoted on an active market.   Such assets are initially recognized at fair value plus any 
directly attributable transaction costs.   Subsequent to initial recognition, loans and 
receivables are measured at amortized cost using the effective interest method, less any 
impairment losses. 
 
Available-for-sale (“AFS”) 
 
Non-derivative financial assets not included in the above categories are classified as 
available-for-sale.   They are carried at fair value with changes in fair value recognized 
directly in equity.   Where a decline in the fair value of an available-for-sale financial asset 
constitutes objective evidence of impairment, the amount of the loss is removed from 
equity and recognized in profit or loss. 
 
The Company classified its financial assets as follows: 
 
-Cash is classified as FVTPL; and  
-Receivables are classified as loans and receivables. 

 
Financial liabilities 
 
Financial liabilities are classified into one of two categories: 

 
-Fair value through profit or loss; and  
 
-Other financial liabilities 
 
Fair value though profit or loss 
 
This category comprises derivatives, or liabilities, acquired or incurred principally for the 
purpose of selling or repurchasing it in the near term.  They are carried in the statement of 
financial position at fair value with changes in fair value recognized in profit or loss. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

e) Financial instruments (continued) 
 
Other financial liabilities 
 
This category consists of liabilities carried at amortized cost using the effective interest 
method. 
 
The Company classified its financial liabilities as follows: 
 
-Accounts payable and accrued liabilities, interest payable and loans payable are classified 
as other financial liabilities. 
 
Impairment of financial assets 
 
Financial assets, other than those at FVTPL, are assessed for indicators of impairment at 
the end of each reporting period.  Financial assets are impaired when there is objective 
evidence that, as a result of one or more events that occurred after the initial recognition of 
the financial asset, the estimated future cash flows of the investments have been impacted. 
 
For all financial assets objective evidence of impairment could include: 
 
-  significant financial difficulty of the issuer or counterparty; or 
-  default or delinquency in interest or principal payments; or 
- it becoming probable that the borrower will enter bankruptcy or financial re-                           
organization. 
 
For certain categories of financial assets, such as receivables, assets that are assessed not 
to be impaired individually are subsequently assessed for impairment on a collective basis.  
The carrying amount of financial assets is reduced by impairment loss directly for all 
financial assets with the exception of receivables, where the carrying amount is reduced 
through the use of an allowance account.   When a receivable is considered uncollectible, 
it is written off against the allowance account.  Subsequent recoveries of amounts 
previously written off are credited against the allowance account. Changes in the carrying 
amount of the allowance account are recognized in profit or loss. 
 
If, in a subsequent period, the amount of the impairment loss decreases and the decrease 
can be related objectively to an event occurring after the impairment was recognized, the 
previously recognized impairment loss is reversed through profit or loss to the extent that 
the carrying amount of the investment at the date of the impairment is reversed does not 
exceed what the amortized cost would have been had the impairment not been recognized. 
 

f) Income taxes 
 
Income tax expense comprises current and deferred tax.  Current tax and deferred tax are 
recognized in profit or loss except to the extent that it relates to a business combination, or 
items recognized directly in equity or in other comprehensive income. 

 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
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f) Income taxes (continued) 
 
Current income tax is the expected tax payable or receivable on the taxable income or loss 
for the year, using tax rates enacted or substantively enacted at the reporting date, and any 
adjustment to tax payable in respect of previous years. 
 
Deferred tax is recognized in respect of temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for 
taxation purposes. Deferred tax is not recognized for the following temporary differences: 
the initial recognition of assets or liabilities in a transaction that is not a business 
combination and that affects neither accounting nor taxable profit or loss, and differences 
relating to investments in subsidiaries and jointly controlled entities to the extent that it is 
probable that they will not reverse in the foreseeable future. In addition, deferred tax is not 
recognized for taxable temporary differences arising on the initial recognition of goodwill. 
Deferred tax is measured at the tax rates that are expected to be applied to temporary 
differences when they reverse, based on the laws that have been enacted or substantively 
enacted by the reporting date. Deferred tax assets and liabilities are offset if there is a 
legally enforceable right to offset current tax liabilities and assets, and they relate to income 
taxes levied by the same tax authority on the same taxable entity, or on different tax entities, 
but they intend to settle current tax liabilities and assets on a net basis or their tax assets 
and liabilities will be realized simultaneously. 
     
A deferred tax asset is recognized only to the extent that it is probable that future taxable 
profits will be available against which the asset can be utilized.  Deferred tax assets are 
reviewed at each reporting date and are reduced to the extent that it is no longer probable 
that the related tax benefit will be realized. 
 

g) Flow-through shares 
 
The Company will from time to time, issue flow-through common shares to finance a 
significant portion of its exploration program.  Pursuant to the terms of the flow-through 
share agreements, these shares transfer the tax deductibility of qualifying resource 
expenditures to investors.  On issuance, the Company bifurcates the flow-through share 
into i) a flow-through share premium, equal to the estimated premium, if any, investors pay 
for the flow-through feature, which is recognized as a liability; and ii) share capital.  Upon 
expenses being renounced and incurred, the Company derecognizes the liability and the 
premium is recognized as other income.  
 
Proceeds received from the issuance of flow-through shares are restricted to be used only 
for Canadian resource property exploration expenditures within a two-year period.   

 
The Company may also be subject to a Part XII.6 tax on flow-through proceeds renounced 
under the Look-back Rule, in accordance with Government of Canada flow-through 
regulations.  When applicable, this tax is accrued as a financial expense until paid. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

h) Valuation of equity units issued in private placements 
 

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 announcement date. The balance, if any, was 
allocated to the attached warrants. Any fair value attributed to the warrants is recorded as 
a warrant reserve. 

 
i) Investment tax credit 

 
Investment tax credits are recorded as either a reduction of the cost of applicable assets or 
credited in the statement of loss and comprehensive loss depending on the nature of the 
expenditures which gave rise to the credits.  Claims for tax credits are accrued upon the 
Company attaining reasonable assurance of collections from the Canada Revenue Agency. 
 

j) Earnings (loss) per share 
 
Basic earnings (loss) per share is calculated by dividing the net income or loss attributable 
to the common shareholders of the Company by the weighted average number of common 
shares outstanding during the reporting period. Diluted earnings (loss) per share is 
calculated by dividing the net income or loss applicable to common shares by the sum of 
the weighted average number of common shares issued and outstanding and all additional 
common shares that would have been outstanding if potentially dilutive instruments were 
converted. 
 

k) Share-based payments 
 
The Company grants stock options to buy common shares of the Company to directors, 
officers, employees and consultants.  An individual is classified as an employee when the 
individual is an employee for legal or tax purposes, or provides services similar to those 
performed by an employee. 
 
The fair value of stock options is measured on the date of grant, using the Black-Scholes 
option pricing model and is recognized over the vesting period.  Consideration paid for the 
shares on the exercise of stock options is credited to share capital.   
 
In situations where equity instruments are issued to non-employees and some or all of the 
goods or services received by the entity as consideration cannot be specifically identified, 
they are measured at the fair value of the share-based payment, using the Black-Scholes 
option pricing model.   
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

l) Accounting standards issued but not yet effective 
 
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 new standard and 
is currently evaluating the impact, if any, that the following new standard might have on 
its consolidated financial statements. 
 
IFRS 9 – Financial Instruments (“IFRS 9”)  
 
In November 2009, the IASB issued IFRS 9 Financial Instruments as the first step in its 
project to replace IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 
retains but simplifies the mixed measurement model and establishes two primary 
measurement categories for financial assets: amortized cost and fair value. The basis of 
classification depends on an entity’s business model and the contractual cash flow of the 
financial asset. Classification is made at the time the financial asset is initially recognized, 
namely when the entity becomes a party to the contractual provisions of the instrument. 
 
IFRS 9 amends some of the requirements of IFRS 7 Financial Instruments: Disclosures, 
including added disclosures about investments in equity instruments measured at fair value 
in other comprehensive income, and guidance on financial liabilities and derecognition of 
financial instruments. The amended standard is effective for annual periods beginning on 
or after January 1, 2018. 
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4. EXPLORATION AND EVALUATION ASSETS 
 

The Company’s exploration and evaluation assets consist of the following mineral properties: 
 

  
BC 

Clone Property 

SK 
Patterson 
Claims 

SK DB 
Diamond 
Prospect 

QC Bachman 
Lithium 
Prospect 

 
 

Total 
Balance, June 30, 2015 $ 1,873,733 $   341,688 $                  - $                  - $   2,215,421 
      
Acquisition costs  - 43,750 - - 43,750 
Deferred exploration expenditures      
 Camp  - 37,086 - - 37,086 
 Drilling  - 31,566 - - 31,566 
 Field equipment and supplies  - 6,450 - - 6,450 
 Geological consulting  - 11,100 - - 11,100 
 Lab and assay  - 637 - - 637 
 Mob/Demob  - 31,500 - - 31,500 
 Road access  - 13,300 - - 13,300 
 Travel, accommodation and miscellaneous  - 15,106 - - 15,106 
 Advance for exploration  - 50,000 - - 50,000 
 Reclamation  - 5,000 - - 5,000 
Write-down of exploration and evaluation assets  - (587,183) - - (587,183) 
      
Balance, June 30, 2016  1,873,733 - - - 1,873,733 
      
Acquisition costs  - - 560,000 270,000 830,000 
Deferred exploration expenditures      
 Camp  - 51,469 - - 51,469 
 Drilling  29,010 90,835 - - 119,845 
 Engineering fees  4,200 - - - 4,200 
 Field equipment and supplies  4,694 35,609 - - 40,303 
 Geological expenses  2,150 14,100 - - 16,250 
 Helicopter services  29,060 - - - 29,060 
 Lab and assay  4,444 - - - 4,444 
 Reclamation  5,000 - - - 5,000 
 Travel, accommodation and misc.  5,182 17,156 - - 22,338 
 Advance for exploration  1,260 (50,000) - - (48,740) 
Write-down of exploration and evaluation assets  (1,217,347) (159,169) - - (1,376,516) 
      
Balance, June 30, 2017 $   741,386 $               - $      560,000 $      270,000 $   1,571,386 

 
Title to Interests in Exploration and Evaluation Assets 

 
Title to exploration and evaluation asset interests involves certain inherent risks due to the 
difficulties of determining the validity of certain claims as well as the potential for problems 
arising from the frequently ambiguous conveyancing history characteristic of many exploration 
and evaluation assets.  The Company has investigated title to all of its exploration and 
evaluation assets and, to the best of its knowledge, title to all of its interests are in good 
standing.  However, this should not be construed as a guarantee of title.  The concessions may 
be subject to prior claims, agreements or transfers, and rights of ownership may be affected by 
undetected defects. 
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4. EXPLORATION AND EVALUATION ASSETS (continued) 
 

 BC Clone Mineral Claims - Option Agreement 
 
 By an option agreement dated November 28, 2005 and amended June 9, 2009, the Company 

acquired the right to earn an undivided 50% interest in the Clone mineral claims, located in the 
Skeena Mining Division of northwestern British Columbia.  Under the terms of the option 
agreement, the Company has earned its undivided 50% interest in the Clone mineral claims by 
paying a total of $120,000 cash consideration, issuing 500 common shares, and incurring 
exploration expenditures on the Clone mineral claims aggregating $1,800,000. 

 
Subsequent to June 30, 2017, the Company decided to drop or reduce the size of certain mineral 
claims. Accordingly, prior acquisition costs of $56,538 and exploration costs of $706,043 
associated with these claims were written off as of June 30, 2017. 
 
Furthermore, on September 26, 2017, the Company entered into a purchase agreement (the 
“Agreement”) with an arm’s length party (the “Purchaser”). The Purchaser agreed to acquire 
all of the Company’s right, title and interest in and to the undivided 50% interest in the Clone 
mineral claims. In consideration, the Purchaser agreed to pay the Company an aggregate total 
of $300,000 over a two year period ($100,000 on or before October 5, 2018 and the remaining 
$200,000 on or before October 5, 2019); issue 3,000,000 common shares of the Purchaser to 
the Company on or before October 10, 2017 (received); and assume the liabilities incurred by 
the Company in connection with its interest in the Clone mineral claims totalling $72,386. The 
Company has agreed not to sell, deal, assign or transfer 1,000,000 of the Purchaser shares 
received for 4 months and one day from the date received, 1,000,000 until October 5, 2018 and 
1,000,000 until October 5, 2019. Accordingly, the Company further wrote off the carrying 
value of the Clone mineral claims by $454,766 as of June 30, 2017. 

 
 As at June 30, 2017, the Company had spent a total of $774,435 in exploration expenditures 

on the remaining claims of this property. 
 

SK DB Diamond Prospect – Share Purchase Agreement 
 
On June 28, 2016, the Company entered into a share purchase agreement (the “Agreement”) 
with three arm’s length vendors (the “Vendors”) to purchase 100% of the issued and 
outstanding shares of DB Diamond Holdings Inc. (“DB”), which holds a 100% interest in 
prospective  diamond claims in the Athabasca region of Saskatchewan. The acquisition has 
been accounted for as an asset acquisition. In July 2016, the Company issued 800,000 shares 
(issued at a value of $560,000) to the Vendors pursuant to the Agreement. DB became a wholly-
owned subsidiary of the Company. 
 
QC Bachman Lithium Prospect – Share Purchase Agreement 
 
On August 24, 2016, the Company entered into a share purchase agreement (the “Agreement”) 
with three arm’s length vendors (the “Vendors”) to purchase 100% of the issued and 
outstanding shares of Bachman Lithium Corp. (“Bachman”). The sole asset of Bachman 
consisted of certain mineral claims in the Abitibi area of Quebec Province. The acquisition has 
been accounted for as an asset acquisition. In September 2016, the Company issued 675,000 
shares (issued at a value of $270,000) to the Vendors pursuant to the Agreement. Bachman 
became a wholly-owned subsidiary of the Company. 

4. EXPLORATION AND EVALUATION ASSETS (continued) 
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 SK Patterson Mineral Claims – Option Agreement 
 

On August 28, 2013, the Company entered into an option agreement with an arm’s length 
vendor (the “Vendor”) to acquire a 50% interest in certain mineral claims located in the 
Athabasca Basin, Saskatchewan.  
 
During the year ended June 30, 2014, the Company decided not to continue with certain mineral 
claims of this property. Prior acquisition costs of $266,765 and exploration costs of $42,571 
associated with these claims were written off. 
 
In October 2016, the Company decided not to continue with this property. The Company 
recognized write-offs of $587,183 and $159,169 during the years ended June 30, 2016 and 
2017 respectively. 
 

5. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 
 
Accounts payable and accrued liabilities recognized in the statement of financial position can 
be analyzed as follows:  

 June 30, 
2017 

June 30, 
2016 

Trade payables $ 662,474 $ 1,226,855 
Accrued liabilities  145,925  144,225 
   
Total payables $ 808,399 $ 1,371,080 

 
All amounts are short-term.  The carrying value of trade payables and accrued liabilities is 
considered a reasonable approximation of fair value. 

 
6. LOANS PAYABLE 

 
 In May and June 2017, the Company received loan advances totalling $29,500 from three arm’s 
length parties (the “Lenders”), bearing 18% interest per annum and due upon demand.  
 
In May 2017, the Company announced a private placement of up to 14,583,333 units at $0.12 
per unit for gross proceeds of up to $1,750,000.  The Company received $1,236,000 in share 
subscriptions from eight arm's length parties and one director of the Company (collectively, 
the "Subscribers) in connection with this private placement. In June 2017, the Company 
cancelled the private placement. The Company entered into loan agreements (the Agreements") 
with the Subscribers. Pursuant to the terms of the Agreements, the Subscribers agreed to 
convert a total of $1,236,000 into loans payable, bearing 5% interest per annum and due on 
July 19, 2018.  
 
As at June 30, 2017, $1,265,500 (June 30, 2016: $Nil) of loan principal and $2,255 (June 30, 
2016: $Nil) of loan interest was outstanding towards these loans. 
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7. FLOW-THROUGH SHARE PREMIUM LIABILITY 
  

   
   
Balance at June 30, 2015  $ - 
 Liability incurred on flow-through shares issued           37,500 

 
Balance at June 30, 2016            37,500 
 Liability derecognized due to exploration expenditures renounced to shareholders         (30,889) 
   
Balance at June 30, 2017  $ 6,611 
   

 
During the year ended June 30, 2016, the Company closed a private placement of 375,000 
flow-through units at $0.40 per unit for gross proceeds of $150,000. Each flow-through unit 
consisted of one flow-through common share and one share purchase warrant. The premium 
received on the flow-through shares issued was determined to be $37,500 and was recorded as 
a share capital reduction. An equivalent premium liability was also recorded.  
 
The Company issued other flow-through shares through private placements completed during 
the year ended June 30, 2016. The premium received on these flow-through shares were 
assessed to be $Nil. 
 
During the year ended June 30, 2017, the Company renounced and incurred the exploration 
expenditures.  Accordingly, the Company derecognized the flow-through share premium 
liability of $30,889 and recognized it as other income. 
 

8. SHARE CAPITAL AND RESERVES  
 

Authorized:  An unlimited number of common shares, without par value 
    An unlimited number of Class A preferred shares, without par value 

 
(a) Private placements 

 
Year ended June 30, 2017: 
 
The Company did not close any private placements during the year ended June 30, 2017. 

 
Year ended June 30, 2016: 
 
In July 2015, the Company closed the first tranche of the private placement consisting of 
430,000 non flow-through units and 90,000 flow-through units all at $0.50 per unit for 
gross proceeds of $260,000. Each non flow-through unit consisted of one common share 
and one share purchase warrant which entitles the holder to purchase one additional 
common share of the Company at a price of $1.00 per share until July 6, 2020. Each flow-
through unit consisted of one flow-through common share and one share purchase warrant 
which entitles the holder to purchase one additional non flow-through common share of 
the Company at a price of $1.00 per share until July 6, 2020. In connection with the 
financing, the Company incurred filing and legal fees of $2,248.   
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8. SHARE CAPITAL AND RESERVES (continued) 
 

(a) Private placements (continued) 
 
In November 2015, the Company closed the final tranche of its private placement 
consisting of 269,000 non flow-through units and 80,000 flow-through units all at $0.50 
per unit for gross proceeds of $174,500. Each non flow-through unit consisted of one 
common share and one share purchase warrant which entitles the holder to purchase one 
additional common share of the Company at a price of $1.00 per share until November 19, 
2020. Each flow-through unit consisted of one flow-through common share and one share 
purchase warrant which entitles the holder to purchase one additional non flow-through 
common share of the Company at a price of $1.00 per share until November 19, 2020. In 
connection with the financing, the Company incurred filing and legal fees of $4,641 and 
paid finder’s fee of $3,500. 

 
In April 2016, the Company closed a private placement consisting of 677,500 non flow-
through units and 885,000 flow-through units all at $0.20 per unit for gross proceeds of 
$312,500. Each non flow-through unit consisted of one common share and one share 
purchase warrant which entitles the holder to purchase one additional common share of the 
Company at a price of $1.00 per share until April 6, 2021. Each flow-through unit consisted 
of one flow-through common share and one share purchase warrant which entitles the 
holder to purchase one additional non flow-through common share of the Company at a 
price of $1.00 per share until April 6, 2021. In connection with the financing, the Company 
incurred filing and legal fees of $3,753, paid aggregate finder’s fees of $2,250 and issued 
62,500 broker units. The broker units were valued at $0.20 per unit for a total of $12,500. 
Each broker unit consisted of one common share and one share purchase warrant which 
entitles the holder to purchase one additional common share of the Company at a price of 
$1.00 per share until April 6, 2021. 
 
In June 2016, the Company closed a private placement consisting of 500,000 non flow-
through units at $0.30 per unit and 375,000 flow-through units at $0.40 per unit for gross 
proceeds of $300,000. Each non flow-through unit consisted of one common share and one 
share purchase warrant which entitles the holder to purchase one additional common share 
of the Company at a price of $1.00 per share until June 20, 2021. Each flow-through unit 
consisted of one flow-through common share and one share purchase warrant which 
entitles the holder to purchase one additional non flow-through common share of the 
Company at a price of $1 per share until June 20, 2021. In connection with the financing, 
the Company incurred filing and legal fees of $8,610, paid aggregate finder’s fees of 
$18,250 and issued 54,375 broker warrants. Each broker warrant will be exercisable at 
$1.00 per share into one common share until June 20, 2021.  The broker warrants were 
valued at $31,493 using the Black-Scholes pricing model with the following assumptions: 
dividend yield 0%, expected volatility 197.2%, risk-free interest rate 0.66% and an 
expected life of five years. 
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8. SHARE CAPITAL AND RESERVES (continued) 
 

(b) Share purchase warrants  
 
The following is a summary of changes in share purchase warrants from June 30, 2015 to 
June 30, 2017: 

  Weighted Average 
 Number Exercise Price 
   
Balance, June 30, 2015  896,253 $2.08 
Issued  3,423,375 $1.00 
Balance, June 30, 2016  4,319,628 $1.22 
Expired  (50,000) $2.00 
   
Balance, June 30, 2017  4,269,628 $1.21 

 
At June 30, 2017, the Company had 4,269,628 share purchase warrants outstanding.  Each 
warrant entitles the holder the right to purchase one common share as follows: 
 

    Exercise    
Number  Price  Expiry Date  

  161,586  $1.00   August 9, 2018  
  266,683  $3.60   October 24, 2018  
  50,234  $3.60   November 5, 2018  
  30,250  $4.00   December 2, 2018  
  337,500  $1.00   August 21, 2019  
  520,000  $1.00   July 6, 2020  
  349,000  $1.00   November 19, 2020  
  1,625,000  $1.00   April 6, 2021  
  929,375  $1.00   June 20, 2021  
  4,269,628      

 
(c) Share-based payments 

 
The Company has a stock option plan whereby the maximum number of shares reserved 
for issue under the plan shall not exceed 10% of the outstanding common shares of the 
Company, as at the date of grant.  The maximum number of common shares reserved for 
issue to any one person under the plan cannot exceed 5% of the issued and outstanding 
number of common shares at the date of grant and the maximum number of common shares 
reserved for issue to a consultant or a person engaged in investor relations activities cannot 
exceed 2% of the issued and outstanding number of common shares at the date of grant.   
 
The exercise price of each option granted under the plan may not be less than the 
Discounted Market Price (as that term is defined in the policies of the TSX).   
 
Options may be granted for a maximum term of five years from the date of grant and vest 
as determined by the board of directors.   
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8. SHARE CAPITAL AND RESERVES (continued) 
 

(c) Share-based payments (continued) 
 
The following is a summary of changes in share purchase options from June 30, 2015 to 
June 30, 2017: 
  Weighted Average 
 Number Exercise Price 
Outstanding and exercisable, June 30, 2015  150,344 $3.26 
Expired  (694) $8.99 
Outstanding and exercisable, June 30, 2016  149,650 $3.23 
Granted  580,000 $0.17 
Exercised  (100,000) $0.165 
Expired  (13,000) $25.00 
Forfeited  (48,450) $1.16 
   
Outstanding and exercisable, June 30, 2017  568,200  $0.33 

 
At June 30, 2017, 568,200 employee and director share purchase options were outstanding 
and exercisable entitling the holders thereof the right to purchase one common share for 
each option held as follows: 
 

 Exercise   
Number Price Expiry Date  

    
  16,750 $1.20 August 15, 2018  
  35,450 $1.30 December 20, 2018  
  41,000 $1.00 August 28, 2019  
  475,000 $0.165 May 4, 2022  
  568,200    

 
During the year ended June 30, 2017, 100,000 stock options were exercised at a price of 
$0.165 per share for total proceeds of $16,500 (year ended June 30, 2016: Nil stock options 
were exercised). The previously recognized share-based payment expense relating to these 
stock options were reclassified from share-based payment reserve to share capital in the 
amount of $16,288 (year ended June 30, 2016: $Nil). 
 
During the year ended June 30, 2017, the Company granted a total of 580,000 stock options 
with exercise prices ranging from $0.165 to $1.00 per share and expiry dates ranging from 
January 26, 2017 to May 4, 2022 (year ended June 30, 2016: Nil stock options were 
granted).  The weighted average fair value of the options issued during the year ended June 
30, 2017 was estimated at $0.16 per option at the grant date using the Black-Scholes option 
pricing model with the following assumptions: 
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8. SHARE CAPITAL AND RESERVES (continued) 
 

(c) Share-based payments (continued) 
 

 Year ended  
June 30, 2017 

Year ended  
June 30, 2016 

   
Weighted average expected dividend yield  0.0%  N/A 
Weighted average expected volatility ⃰  221.4%  N/A 
Weighted average risk-free interest rate  0.99%  N/A 
Weighted average expected term  5 years  N/A 

 
* Expected volatility has been based on historical volatility of the Company’s  
   publicly traded shares. 

 
Total expenses arising from share-based payment transactions recognized during the year 
ended June 30, 2017 were $93,860 (year ended June 30, 2016: $Nil). 

 
(d) Escrow shares 

 
As at June 30, 2017, 1,594 (June 30, 2016: 1,594) common shares are held in escrow. 

 

9. LOSS PER SHARE 
 

 The calculation of basic and diluted loss per share was based on the following data:  
 

 Years ended June 30,  
 2017 2016 
   
Net Loss $ (2,329,740) $ (1,310,540) 
   
Weighted average number of common shares for the purpose of    
basic and diluted loss per share  6,965,397  3,369,356 

 
The basic loss per share is computed by dividing the net loss by the weighted average number 
of common shares outstanding during the period.  The diluted loss per share reflects the 
potential dilution of common share equivalents, such as stock options and share purchase 
warrants, in the weighted average number of common shares outstanding during the period, if 
dilutive.  All of the stock options and share purchase warrants currently issued (see Note 8) 
were anti-dilutive for the year ended June 30, 2017 and 2016. 
 
The loss per share for the year ended June 30, 2017 was $0.33 (year ended June 30, 2016: 
$0.39). 
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10. RELATED PARTY TRANSACTIONS 
  

 Key management personnel compensation 
 

Key management of the Company are directors and officers of the Company and their 
remuneration includes the following: 
 
 Years ended June 30, 
 2017 2016 
   
Professional fees * $ 62,792 $ 84,000 
Directors’ fees  -  10,000 
Travel and promotion  7,200  9,600 
Management fees  126,900  206,987 
Share-based payments **  16,288  - 
   
 $ 213,180 $ 310,587 

 
 * This is the gross amount paid to an officer prior to chargeback of $46,588 (year ended June 

30, 2016: $59,606) reimbursed by related companies with certain directors in common and 
a common officer. 

 
 ** Share-based payments are the fair value of options granted to key management personnel 

as at the grant date. 
 
 Related party balances 
 

At June 30, 2017, accounts payable and accrued liabilities include $231,349 (June 30, 2016: 
$478,856) payable to two former directors, a private company controlled by a former director, 
a public company with one common director, and one director for unpaid fees.  These amounts 
are unsecured, non-interest bearing and payable on demand. 
 
During the year ended June 30, 2017, other income of $Nil (year ended June 30, 2016: $20,000) 
was for reimbursement of accounting overhead to the Company from public companies with 
common directors. At June 30, 2017, related party receivables include $Nil (June 30, 2016: 
$177,616) due from public companies with common directors for recoverable accounting, rent, 
office and administrative expenses. 
 
During the year ended June 30, 2017, the Company entered into agreements with an arm’s 
length party (the “Assignee”) to assign a total of $132,074 owing by two public companies 
with common directors to the Assignee in consideration of the payment of $14,675. 
Accordingly, the Company recognized $132,074 in bad debt expense.  
 
As outlined in Note 6, in June 2017, the Company entered into a loan agreement with a director 
of the Company, to convert funds of $12,000 received from this director for a cancelled private 
placement into a loan, bearing 5% interest per annum. As of June 30, 2017, $12,000 of loan 
principal and $18 of loan interest was outstanding towards this loan. This loan was repaid in 
full subsequent to June 30, 2017. 
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11. SEGMENTAL REPORTING 
 

The Company operates in one business segment, being the acquisition and exploration of 
mineral properties in Canada. 
 

12. INCOME TAXES 
 

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

    2017 2016 
Loss before income taxes $ (2,329,740) $ (1,310,540) 

      
Expected income tax (recovery) $    (606,000) $    (341,000) 
Change in statutory tax rates and other      (2,000)      1,000 
Permanent difference     24,000      6,000  
Impact of flow-through shares     48,000      51,000  
Share issue costs      -      (11,000) 
Adjustment to prior years provision versus statutory tax returns      -      (1,000)  
Expiry of non-capital losses     75,000      38,000  
Change in unrecognized deductible temporary differences    461,000    257,000 
      
Total income tax expense (recovery) $                   - $                  - 

 
 The significant components of the Company's deferred tax assets are as follows: 
 

 
 

 
 
 
 
 
 
 
 
 
No net deferred tax asset has been recognized in respect of the above for the years ended June 
30, 2017 and 2016 because the amount of future taxable profit that will be available to realize 
such assets is not probable. 
 
The Company has non-capital losses for Canadian income tax purposes of approximately 
$8,447,000 (2016: $7,829,000) which may be carried forward and applied against taxable 
income in future years. These losses, if unutilized, will expire through to 2036. 

  

    2017 2016 
Deferred Tax Assets    
  Exploration and evaluation assets $     569,000  $     259,000  
 Share issue costs      10,000       8,000  
 Capital assets         4,000          4,000  
 Allowable capital losses 92,000  92,000  
 Non-capital losses   2,196,000    1,885,000  
 Net unrecognized deferred tax assets  $  2,871,000  $  2,148,000  
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13. CAPITAL DISCLOSURE 
 

 The Company’s objectives when managing capital are to safeguard its ability to continue as a 
going concern to pursue the development of its exploration and evaluation assets and to 
maintain a flexible capital structure which optimizes the cost of capital within a framework of 
acceptable risk.  In the management of capital, the Company includes the components of 
shareholders’ equity (deficiency), which at June 30, 2017 was a deficiency of $383,335 (2016: 
equity of $1,006,645). 
 
The Company manages the capital structure and makes adjustments to it in light of changes in 
economic conditions and the risk characteristics of the underlying assets.  To maintain or adjust 
its capital structure, the Company may issue new shares, issue new debt and acquire or dispose 
of assets. As at June 30, 2017, the Company has not entered into any debt financing with any 
financial institution. 

 
The Company is dependent on the capital markets as its sole source of operating capital and 
the Company’s capital resources are largely determined by the strength of the junior resource 
markets and by the status of the Company’s projects in relation to these markets, and its ability 
to compete for investor support of its projects.  The Company is not subject to any externally 
imposed capital requirements. There has been no change in the Company’s approach to capital 
management during the year ended June 30, 2017. 

 
14. FINANCIAL INSTRUMENTS AND RISK 

 
 Financial instruments measured at fair value are classified into one of three levels in the fair 
value hierarchy according to the relative reliability of the inputs used to estimate the fair values. 
The three levels of the fair value hierarchy are: 
 
Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 
Level 2 – Inputs other than quoted prices that are observable for the asset or liability either  
           directly or indirectly; and 
Level 3 – Inputs that are not based on observable market data. 
 
The fair value of the Company’s receivables, accounts payable and accrued liabilities, interest 
payable, and loans payable approximates their carrying values due to the short term nature of 
the financial instruments. The Company’s cash is measured at fair value using Level 1 inputs. 
 
The Company is exposed to varying degrees to a variety of financial instrument related risks: 
 
Foreign Exchange Risk 
  
Foreign exchange risk is the risk that the fair value of future cash flows will fluctuate as a result 
of changes in foreign exchange rates.  As at June 30, 2017, the Company has a minimal 
exposure to the US$ that is subject to fluctuations as a result of exchange rate variations to the 
extent that transactions are made in this currency.  The Company considers this risk to be 
insignificant and therefore does not hedge its foreign exchange risk. 
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14. FINANCIAL INSTRUMENTS AND RISK (continued) 
 
Credit Risk 
 
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the 
other party by failing to discharge an obligation.  The Company’s cash and receivables are 
exposed to credit risk.  The Company reduces its credit risk on cash by placing these 
instruments with institutions of high credit worthiness.  As at June 30, 2017, the Company is 
not exposed to any significant credit risk. 
 
Interest Rate Risk 
 
 Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. Included in the loss for the year in the 
financial statements is interest expense on loans payable and interest income on Canadian 
dollar cash.  The Company has debt instruments at fixed rates and is therefore not exposed to 
risk in the event of interest rate fluctuations. As at June 30, 2017, the Company is not exposed 
to any significant interest rate risk. 

 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations 
associated with financial liabilities. The Company manages liquidity risk by maintaining 
sufficient cash balances to enable settlement of transactions on the due date. The Company 
addresses its liquidity through equity financing obtained through the sale of common shares 
and the exercise of warrants and options. While the Company has been successful in securing 
financings in the past, there is no assurance that it will be able to do so in the future.   
 
Price Risk 
 
The Company is exposed to price risk with respect to commodity prices. 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 the commodity prices of 
precious metals and the stock market to determine the appropriate course of action to be taken 
by the Company.  

 
Based on management’s knowledge and experience of the financial markets, management does 
not believe that the Company’s current financial instruments will be affected by foreign 
exchange risk, credit risk, interest rate risk and price risk. 
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15. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 
 

Investing and financing activities that do not have a direct impact on cash flows are excluded 
from the statement of cash flows.   
 
Year ended June 30, 2017: 

 
a) The Company issued 800,000 common shares valued at $560,000 pursuant to the DB share 

purchase agreement. 
 

b) The Company issued 675,000 common shares valued at $270,000 pursuant to the Bachman 
share purchase agreement. 

 
 Year ended June 30, 2016: 
 

a) The Company reclassified $1,765 from deferred financing costs to share issue costs. 
 

b) The Company issued 37,500 common shares valued at $18,750 pursuant to the Patterson 
Claims option agreement. 

 
c) The Company accrued exploration and evaluation assets of $3,933 in accounts payable and 

accrued liabilities.  
 

d) The Company issued 54,375 broker warrants valued at $31,493 in connection with the June 
2016 private placement. 

  
16. SUBSEQUENT EVENTS 

 
Subsequent to June 30, 2017, the following occurred: 
 
a) The Company announced a non-brokered private placement (the “Offering”) of up to 

4,166,667 units at $0.12 per unit for gross proceeds of up to $500,000. Each unit is expected 
to consist of one common share of the Company and one transferable share purchase 
warrant which entitles the holder to purchase one additional common share of the Company 
at a price of $0.16 per share for a period of five years from the date of closing of the 
Offering. As at the audit report date, the Company had received a total of $156,200 in share 
subscriptions for the Offering. 

 
b) The Company announced that it will conduct a debt settlement whereby $1,224,000 of 

outstanding loans and $4,340 of accounts payable will be settled at a deemed price of $0.12 
per unit. Each unit will consist of one common share of the Company and one transferable 
share purchase warrant which entitles the holder to purchase one additional common share 
of the Company at a price of $0.16 per share for a period of five years.  
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BioCan Technologies Inc. (formerly Torenco Energy Inc.)
Condensed Interim Statements of Financial Position (unaudited)

September 30, December 31,
2018 2017

Assets
Current

Cash and cash equivalents $ 804,360 $ 588,514
Accounts receivable 88,258 25,496
Deposits and prepaid expenses 37,421 22,767

930,039 636,777

Property, plant and equipment – Note 6 108,103 22,942
$ 1,038,142 $ 659,719

Liabilities
Current

Accounts payable and accrued liabilities $ 62,677 $ 88,183
Amounts due to related party – Note 7 - 321,058

62,677 409,241

Shareholders Equity
Share capital – Note 8 9,260,291 7,119,976
Contributed surplus 754,752 675,667
Deficit (9,039,578) (7,545,165)
Total Equity 975,465 250,478

$ 1,038,142 $ 659,719
Going Concern – Note 2
Commitments – Note 13

See accompanying notes to these interim financial statements.

Approved by the Board of Directors and authorized for issue on February 5, 2019:

_(signed)_Greg Turnbull_______ Director

_(signed)_John Chan__________ Director
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BioCan Technologies Inc. (formerly Torenco Energy Inc.)
Condensed Interim Statements of Comprehensive Loss (unaudited)
For the nine months ended September 30, 2018 and September 30, 2017

Three months ended September 30 Nine months ended September 30
2018 2017 2018 2017

Revenues
Consulting revenue $ 9,099 $ - $ 9,099 $ -

Expenses
General and administrative – Note 11 222,173 244,197 675,907 488,906
Research and development 49,506 - 223,120 -
Stock based compensation – Note 8 7,248 215,990 578,585 249,842
Depreciation – Note 6 12,654 7,544 25,900 30,835

291,581 467,731 1,503,512 769,583

Loss before income taxes 282,482 467,731 1,494,413 769,583

Income tax expense – Note 10 - - - -

Net loss and comprehensive loss $ 282,482 $ 467,731 $ 1,494,413 $ 769,583

Loss per share: Basic and diluted – Note 9 $ 0.00 $ 0.02 $ 0.03 $ 0.03

See accompanying notes to these interim financial statements.
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BioCan Technologies (formerly Torenco Energy Inc.)
Condensed Interim Statements of Changes in Equity (unaudited)

For the nine months ended September 30, 2018 and 2017
2018 2017

Common shares:
Balance beginning of period $ 7,119,976 $ 5,930,001
Issuance of common shares – private placements – Note 8 1,340,315 450,411
Issuance of units for debt – Note 7 300,000 -
Issuance of common shares – exercise of options – Note 8 500 1,000
Transfer from contributed surplus on exercise of options 499,500 199,064

Balance end of period 9,260,291 6,580,476

Shares capital paid for but shares not yet issued:
Balance beginning of period - -

Share subscription received - 50,000

Balance end of period - 50,000
Contributed surplus:

Balance beginning of period 675,667 166,409
Stock based compensation 578,585 249,842
Transfer to share capital on exercise of options (499,500) (199,064)

Balance end of period 754,752 217,187
Deficit:

Balance beginning of period (7,545,165) (5,991,250)
Net loss for the period (1,494,413) (769,583)

Balance end of period (9,039,578) (6,760,833)
$ 975,465 $ 86,830

See accompanying notes to these interim financial statements.
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BioCan Technologies Inc. (formerly Torenco Energy Inc.) 
Condensed Interim Statements of Cash Flows (unaudited) 

For the nine months ended September 30, 2018 and 2017 
 Three months ended 

September 30 
Nine months ended 

September 30 
 2018 2017 2018 2017 

Cash provided by (used for):     
Operating activities     
 Net loss $ (282,482) $ (467,731) $ (1,494,413) $ (769,583) 
 Items not affecting cash and cash equivalents:     
  Depreciation – Note 6 12,654 7,544 25,900 30,835 
  Stock based compensation – Note 8 7,248 215,990 578,585 249,842 
Funds used in operations (262,580) (244,197) (889,928) (488,906) 
     
 Net change in non-cash working capital – Note 12 (108,250) (104,799) (102,922) 146,233 

 (370,830) (348,996) (992,850) (342,673) 
Financing activities     
 Issuance of units and exercise of options – Note 8 1,103,915 451,411 1,340,815 451,411 
    Amounts received (paid) to related party – Note 7 (20,466) 238,466 (21,058) 231,300 
    Share capital paid for but shares not yet issued - 50,000 - 50,000 
 1,083,449 739,877 1,319,757 732,711 
Investing activities     
 Expenditures on property, plant and equipment – Note 6 (55,753) - (111,061) (8,201) 
 (55,753) - (111,061) (8,201) 

Increase in cash and cash equivalents 656,866 390,881 215,846 381,837 
Cash and cash equivalents, beginning of period 147,494 30,086 588,514 39,130 

Cash and cash equivalents, end of period $ 804,360 $ 420,967 $ 804,360 $ 420,967  

 
Supplementary cash flow information – Note 12 
 
See accompanying notes to these interim financial statements. 
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Note 1  -  Reporting Entity 
 
BioCan Technologies Inc. (“BioCan” or the “Corporation”) was incorporated as Dover Capital Inc. on 
February 24, 2012 under the laws of British Columbia. On July 3, 2014, Dover Capital Inc. changed its name 
to Gran Toro Energy Inc. On October 22, 2014, Gran Toro Energy Inc. changed its name to Torenco Energy 
Inc. and the Corporation was continued under the Canada Business Corporations Act. On August 31, 2017, 
Torenco Energy Inc. changed its name to BioCan Technologies Inc. BioCan is domiciled in Alberta, Canada. 
The address of the Corporation’s registered office is Suite 4000, 421 – 7th Avenue S.W., Calgary, Alberta, 
Canada, T2P 4K9. 
 
BioCan is a biotech company focused on ancillary products and services for the cannabis industry with a 
head office in Calgary, Alberta and operations in Vancouver, British Columbia. 
 
These interim condensed financial statements were approved and authorized for issuance on February 5, 
2019. 
 

Note 2  - Basis of Presentation and Going Concern 
 
Statement of Compliance 
 
The condensed interim financial statements of the Corporation as at and for the three and nine months ended 
September 30, 2018 have been prepared in accordance with IAS 34 Interim Financial Reporting. They do not 
include all disclosures that would otherwise be required in a complete set of financial statements and should 
be read in conjunction with the Corporation’s December 31, 2017 annual financial statements which have 
been prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued by the 
International Accounting Standards Board (“IASB”) and the International Financial Reporting Interpretations 
Committee. 
 
These condensed interim financial statements have been prepared using accounting policies consistent with 
those used in the Corporation’s 2017 annual financial statements except as specified in Note 3. 
 
Going Concern 

  
These financial statements have been prepared on a going concern basis, which contemplates the realization 
of assets and the payment of liabilities in the ordinary course of business. Should the Corporation be unable 
to continue as a going concern, it may be unable to realize the carrying value of its assets and meet its 
liabilities as they become due. 
 
As at September 30, 2018, the Corporation has no cash generating assets and is using cash in operations. 
 
The Corporation’s ability to continue as a going concern is dependent upon the ability to raise additional 
capital and the success of the Corporation in transitioning to the cannabis industry whereby it will need to 
complete successful research, obtain patents, commercialize products and generate positive operational cash 
flow. There is no certainty that such events will occur and that sources of financing will be obtained on terms 
acceptable to the Corporation. Whether and when the Corporation can attain profitability and positive 
operational cash flows is also uncertain and the Corporation may be unable to realize its assets and discharge 
its liabilities in the normal course of business. These uncertainties may cast significant doubt about the 
Corporation’s ability to continue as a going concern. 
 
These financial statements do not reflect the adjustments that would be necessary if the going concern 
assumption were not appropriate. The necessary adjustments to the carrying values and classifications of 
assets and liabilities that would be required if the Corporation were to become unable to continue as a going 
concern could be material.  
 
Basis of Measurement 
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The financial statements have been prepared on an historical cost basis. 
 
Functional and Presentation Currency 

  
Unless otherwise stated, these financial statements are presented in Canadian dollars (“CAD”). The 
Corporation’s functional currency is the Canadian dollar. 
 
Use of Estimates and Judgements 
 
Estimates and judgments made by management in the preparation of these financial statements include 
compensation costs accrued for the share-based compensation plan which are subject to the estimation of 
what the ultimate payout will be using the Black-Scholes pricing model which is based on significant 
assumptions such as the future volatility of the market price of BioCan shares and expected term of the issued 
stock options, warrants and performance warrants. 
 

Note 3  - Changes in Accounting Policies 
 
IFRS 9 – Financial Instruments 
 
The Corporation adopted IFRS 9, “Financial Instruments” on January 1, 2018. The transition to IFRS 9 had 
no material effect on the Corporation’s financial statements. 
 
IFRS 9 contains three principal classification categories for financial assets: measured at amortized cost; fair 
value through other comprehensive income ("FVOCI"); or fair value through profit or loss ("FVTPL"). The 
classification of financial assets under IFRS 9 is generally based on the business model in which a financial 
asset is managed and its contractual cash flow characteristics. IFRS 9 eliminates the previous IFRS 39 
categories of: held to maturity; loans and receivables and available for sale. Under IFRS 9, derivatives 
embedded in contracts where the host is a financial asset in the scope of the standard are never separated. 
Instead, the hybrid financial instrument as a whole is assessed for classification. 
 
Impairment of financial assets: IFRS 9 replaces the "incurred loss" model in IAS 39 with an "expected credit 
loss" model. The new impairment model applies to financial assets measured at amortized cost, and contract 
assets and debt investments at FVOCI. Under IFRS 9, credit losses are recognized earlier than under IAS 39. 
There was no impact on the Corporation’s financial statements. 
 
Cash and cash equivalents, if any, and trade and other receivables continue to be measured at amortized cost 
and are now classified as "amortized cost". The Corporation’s financial liabilities previously classified as 
“other financial liabilities” being trade and other payables continue to be measured at amortized cost and are 
now classified as “amortized cost”. The Corporation has not designated any financial instruments as FVOCI 
or FVTPL, nor does the Corporation use hedge accounting. 
 
IFRS 15 – Revenue from Contracts with Customers 
 
The Corporation adopted IFRS 15, “Revenue from Contracts with Customers” on January 1, 2018. The 
transition to IFRS 15 had no material effect on the Corporation’s financial statements. 
 
On May 28, 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers. The new standard is 
effective for annual periods beginning on or after January 1, 2018. IFRS 15 will replace IAS 11, Construction 
Contracts, IAS 18, Revenue, IFRS 13, Customer Loyalty Programmes, IFRIC 15, Agreements for the 
Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 31, Revenue - Barter 
Transactions Involving Advertising Services. 
 
On April 12, 2016, the IASB issued Clarification to IFRS 15, Revenue from Contracts with Customers, which 
is effective at the same time as IFRS 15. 
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The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time. The model features a contract-based five-step analysis 
of transactions to determine whether, how much and when revenue is recognized. New estimates and 
judgments have been introduced, which may affect the amount and/or timing of revenue recognized. 
 
The new standard applies to contracts with customers. It does not apply to insurance contracts, financial 
instruments or lease contracts, which fall in the scope of other IFRSs. 
 
The clarifications to IFRS 15 provide additional guidance with respect to the five-step analysis, transition, 
and the application of the standard to licenses of intellectual property. 
 
IFRS 16 - Leases 
 
BioCan is required to adopt IFRS 16 "Leases" by January 1, 2019 which requires entities to recognize lease 
assets and lease obligations on the balance sheet. For lessees, IFRS 16 removes the classification of leases as 
either operating leases or finance leases, effectively treating all leases as finance leases. Certain short-term 
leases (less than 12 months) and leases of low-value assets are exempt from the requirements, and may 
continue to be treated as operating leases. 
 
On adoption, non-current assets, current liabilities, and non-current liabilities on the Corporation's balance 
sheet will increase. Interest expense will be recognized on the lease obligation and lease payments will be 
applied against the lease obligation. This is expected to result in a decrease to operating expense and general 
and administration expense and an increase to interest expense and fund flows from operations. The 
quantitative impact of the adoption of IFRS 16 is currently being evaluated. 
 

Note 4  - Capital Management 
 
The Corporation considers all components of shareholder’s equity as capital. The Corporation’s objectives 
when managing capital are to safeguard the Corporation’s ability to continue as a going concern in order to 
complete research, obtain patents, commercialize products and generate positive operational cash flow and 
to maintain a flexible capital structure which optimizes the costs of capital at an acceptable risk. The 
Corporation is not exposed to any externally imposed capital requirements. 

 
Note 5 - Financial Instruments and Risk Management 

 
The Board of Directors has overall responsibility for the establishment and oversight of the Corporation’s risk 
management framework. The Corporation’s financial instruments at September 30, 2018 include cash and cash 
equivalents, accounts receivable and accounts payable and accrued liabilities. 
 

(a) Fair Values of Financial Instruments 
 
The fair value of cash and cash equivalents, accounts receivable and accounts payable and accrued liabilities 
approximate their carrying values due to the short-term nature of those instruments.  
 

(b) Risks Associated with Financial Assets and Liabilities 
 
The Corporation has exposure to the following risks from its use of financial instruments: 

 Credit risk 
 Liquidity risk 
 Market risk 

 
This note presents information about the Corporation’s exposure to each of the above risks. 
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Credit risk 
 
Credit risk is the risk of financial loss to the Corporation if a counterparty to a financial instrument fails to meet 
its contractual obligations. The Corporation’s exposure to credit risk includes cash and accounts receivable. The 
Corporation reduces its credit risk on cash and cash equivalents by maintaining its bank accounts at large 
international financial institutions. Accounts receivable consist predominately of GST receivable and amounts 
receivable from the government of Canada for Scientific Research and Experimental Development (“SRED”) 
tax credits. As such, management has concluded that the Corporation has no significant credit risk. The 
maximum exposure to credit risk is equal to the value of the financial assets. 
 
Liquidity risk 
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they become 
due. Cash is held in bank accounts and is available on demand. See Note 2 – Going Concern. 

 
Market risk 
 
Market risk is the risk that fluctuations in commodity prices, interest rates and foreign currency rates will affect 
the Corporation’s net loss and comprehensive loss or the value of its financial assets and liabilities. The 
Corporation has no significant market risk exposure at September 30, 2018. 
 
 

Note 6 – Property, Plant and Equipment 
 

 
Corporate and 

other assets 
Cost  
Balance at December 31, 2016 $ 184,227  
Additions 8,201 
Balance at December 31, 2017 192,428 
Additions 111,061 

                         Balance at September 30, 2018              $ 303,489 

 
Corporate and 

other assets 

Accumulated depletion and depreciation  

Balance at December 31, 2016 $ 131,109 
Charge for the year 38,377 
Balance at December 31, 2017 $ 169,486  
Charge for the period 25,900 
Balance at September 30, 2018 $ 195,386  
  

 
Corporate and 

other assets 

Net book value  

As at December 31, 2017 $ 22,942 
As at September 30, 2018 $ 108,103 
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Note 7 - Amounts Due to Related Party 

 
Amounts due to related party are unsecured, non-interest bearing and have no fixed terms of repayment. On 
September 12, 2018, the Corporation converted $300,000 of the related party payable into equity by issuing 
1,000,000 units at a price of $0.30 per unit. Each unit consists of one common share and one full common share 
purchase warrant with an exercise price of $0.45 per share and is valid for 18 months from its issuance. The 
remaining balance of $21,058 was repaid in cash. 
 
 

Note 8 - Share Capital 
 

(a) Authorized 
 
Unlimited number of common shares without par value. 
Unlimited number of preferred shares issuable in series. 
 

(b) Issued and outstanding common shares 
 

 
Number of 

Shares 
Amount 

$ 
Common shares at December 31, 2016 26,779,999 $ 5,930,001  
Issued in private placement 9,899,112 989,911 
Issued to employees on exercise of employee stock options 10,000,000 1,000 
Transfer of contributed surplus on exercise of options - 199,064 
Common shares at December 31, 2017 46,679,111 $ 7,119,976  
Issued in private placement 1,900,000 190,000 
Issued in private placement of units (net of costs) 3,871,333 1,150,315 
Issued on exercise of employee stock options 5,000,000 500 
Issued to a related party upon cancellation of debt 1,000,000 300,000 
Transfer of contributed surplus on exercise of options - 499,500 
Common shares at September 30, 2018 58,450,444 $ 9,260,291  

 
On August 31, 2017, the Corporation issued 4,504,112 shares by way of a non-brokered private placement at a 
price of $0.10 per share. On October 23, 2017, 1,500,000 shares were issued by way of a non-brokered private 
placement at a price of $0.10 per share. On December 29, 2017, 3,895,000 shares were issued by way of a non-
brokered private placement at a price of $0.10 per share. 
 
On January 8, 2018, the Corporation issued 650,000 shares by way of a non-brokered private placement at a 
price of $0.10 per share. On March 8, 2018, the Corporation issued 1,250,000 shares by way of a non-brokered 
private placement at a price of $0.10 per share to a director of the Corporation. 
 
On July 6, 2018, the Corporation closed the first tranche of a financing by issuing 1,766,000 units at a price of 
$0.40 per unit. Each unit consists of one common share and one common share purchase warrant with an 
exercise price of $0.60 and is valid for 18 months. The proceeds of the common share and common share 
purchase warrant have been included in share capital. 
 
The Corporation closed the second and final tranche on August 9, 2018 by issuing 1,516,665 units at a price of 
$0.30 per unit. Each unit consists of one common share and one full common share purchase warrant with an 



Notes to Unaudited Interim Condensed Financial Statements 
As at and for the three and nine months ended September 30, 2018 

 

 
Page 11             BioCan Technologies Inc. 

(formerly Torenco Energy Inc.) 
 

exercise price of $0.45 per share and is valid for 18 months. The proceeds of the common share and common 
share purchase warrant have been included in share capital. 
 
The second tranche trigged a re-pricing of the first tranche which resulted in the issuance of an additional 
588,668 common shares and share purchase warrants with an exercise price of $0.45 per share and valid for 18 
months from the closing of the first tranche. Existing share purchase warrants issued from the first tranche were 
also repriced to $0.45 per share. The proceeds of the common share and common share purchase warrant have 
been included in share capital. Total combined gross proceeds from both tranches was $1,161,400, with costs 
of $11,085. 
 
1,583,333 of the shares issued in the private placements during the nine months ended September 30, 2018 were 
issued to related parties, directors and employees of the Corporation. 
 

(c) Issued and outstanding warrants 
 

 

Number of 
Warrants 

Weighted 
Average 
Exercise 

Price $ 
December 31, 2017 and 2016 3,500,000 $ 0.20  
Issued with private placement 3,871,333 $ 0.45 
Issued to a related party upon cancellation of debt 1,000,000 $ 0.45 
September 30, 2018 8,371,333 $ 0.35 

 
The Corporation issued 3,500,000 warrants on August 13, 2014 exercisable at a price of $0.20. The warrants 
expire on August 13, 2019. The estimated fair value of the warrants has been included in common share capital. 
 

(d) Issued and outstanding performance warrants 
 

 

Number of 
Performance 

Warrants 

Weighted 
Average 
Exercise 

Price $ 
Performance Warrants at December 31, 2016 2,000,000 $ 0.35 
Issued 7,816,320 0.35 
Performance Warrants at December 31, 2017 9,816,320 $ 0.35  
Issued 1,250,000 0.25 
Cancelled (7,816,320) 0.35 
Performance Warrants September 30, 2018 3,250,000 $ 0.31 

 
The Corporation issued 2,440,000 performance warrants to certain employees on March 27, 2015 exercisable 
at a price of $0.35. 440,000 of these performance warrants were cancelled during the year ended 2016.  The 
remaining performance warrants expire on February 27, 2020. 
 
The Corporation issued 7,816,320 performance warrants to certain employees and directors on November 6, 
2017.  The performance warrants were cancelled on June 14, 2018. 
 
During the nine months ended September 30, 2018, the Corporation recorded an expense of $304,727 
(September 30, 2017 – $50,778) to stock-based compensation expense recognizing the performance warrant 
activity for the period based on the fair value of performance warrants issued amortized using a graded vesting 
calculation. 
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The Corporation issued 1,250,000 performance warrants to certain employees on May 3, 2018. The performance 
warrants are allocated in three tranches of 416,667 performance warrants with an exercise price of $0.25 per 
share and expire on May 3, 2023. One third of the performance warrants vest when the share price reaches 
$0.50, $0.75 and $1.00 per share. 
 
Performance warrants outstanding and the weighted average remaining life of the performance warrants at 
September 30, 2018 are as follows: 
 

 Performance Warrants Outstanding Performance Warrants Vested 
Exercise Price 
 
 
 

Number of 
Performance 

Warrants 

Weighted 
Average 

Remaining Life 
(years) 

Number of 
Performance 

Warrants 

Weighted 
Average 

Remaining Life 
(years) 

$ 0.25 1,250,000 4.6 - - 

$ 0.35 2,000,000 1.4 2,000,000 1.4 

 3,250,000 2.6 2,000,000 1.4 
 
The Black-Scholes option pricing model was used to determine the fair value of performance warrants granted 
using the following assumptions: 
 

   
Nine months ended 
September 30, 2018 

Risk free interest rate (%)   1.87 
Dividend yield   - 

Average expected life (years)   3.0 

Average expected volatility (%)   90 

Forfeiture rate (%)   60 - 75 
 

(e) Issued and outstanding employee stock options 
 

 

Number of 
Employee 

Stock 
Options 

Weighted Average 
Exercise 

Price $ 

Options at December 31, 2015 and 2016 - - 
Issued 17,131,956 $ 0.018 
Exercised (10,000,000) 0.0001 
Options at December 31, 2017 7,131,956 $0.044 
Issued 1,250,000 0.02 
Cancelled (3,131,956) 0.10 
Exercised (5,000,000) 0.0001 

Options at September 30, 2018 250,000 $ 0.10 
 
The Corporation issued 10,000,000 options to certain employees on August 1, 2017 exercisable immediately, 
at a price of $0.0001 and an expiry date of July 31, 2020.  These options were exercised during the year ended 
December 31, 2017. 
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The Corporation issued 4,000,000 options to certain employees and directors on November 6, 2017 exercisable 
immediately, at a price of $0.0001 and an expiry date of November 6, 2024. These options were exercised on 
January 15, 2018. 
 
The Corporation issued 3,131,956 options to certain employees and directors on November 6, 2017 at an 
exercise price of $0.10 and an expiry date of November 6, 2022. 1/3 of the options vest each year on the one, 
two and three year anniversaries of the grant date. These options were cancelled for nil cost on June 14, 2018. 
 
The Corporation issued 250,000 options to a director on January 12, 2018, exercisable immediately, at a price 
of $0.10 and an expiry date of January 12, 2023. 
 
The Corporation issued 1,000,000 options to a director on March 8, 2018, exercisable immediately, at a price 
of $0.00010 and an expiry date of March 8, 2025. These options were exercised April 30, 2018. 
 
During the nine months ended September 30, 2018, the Corporation recorded an expense of $273,858 
(September 30, 2017 – $199,064) to stock-based compensation expense recognizing the stock option activity 
for the period based on the fair value of options issued amortized using a graded vesting calculation. 
 
Stock options outstanding and the weighted average remaining life of the stock options at September 30, 2018 
are as follows: 
 

 Options Outstanding Options Vested 

Exercise Price Number of 
Employee 

Stock 
Options 

Weighted 
Average 

Remaining 
Life (years) 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 

Remaining 
Life (years) 

$0.10 250,000 4.3 250,000 4.3 
 

The Black-Scholes option pricing model was used to determine the fair value of options granted using the 
following assumptions: 
 

   

Period 
Ended 

September 30, 2018 
Risk free interest rate (%)   0.59 - 1.38 
Dividend yield   - 

Average expected life (years)   0.1 - 3.0 

Average expected volatility (%)   74.4 – 126.8 

Forfeiture rate (%)   0 – 25 
 

(f) Share-based compensation expense 
 

For the nine months ended September 30, 2018 2017 

Stock options $ 273,858 $ 199,064 
Performance warrants 304,727 50,778 
Total $ 578,585 $ 249,842 

 
Note 9  - Per Share Amounts 
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The following table summarizes the weighted average number of common shares used in calculating basic and 
diluted loss per share.  
 

 Three months ended 
September 30, 

Nine months ended 
September 30 

 2018 2017 2018 2017 

Net loss     

Net loss                                                      $ (282,482) $ (467,731) $ (1,494,413) $ (769,583)    

Weighted average common share 
adjustments 

  

Weighted average common shares 
outstanding, basic and diluted 

56,520,720 30,748,731 53,585,257 26,117,447 

 
As the Corporation incurred a loss, outstanding warrants and options were excluded from diluted loss per share 
as they are anti-dilutive. 

 
Note 10   -  Income Taxes 

 
As at September 30, 2018, the Corporation had approximately $7.55 million (December 31, 2017 - $6.5 million) 
in tax pools available for deduction against future taxable income. Included in this tax basis are estimated non-
capital loss carry forwards of approximately $7.28 million (December 31, 2017 - $6.5 million) that expire 
between 2034 and 2037.  The tax pools have not been recorded in the Corporation’s records as it is not probable 
that they will be realized.  

 
 
Note 11  - Statements of Comprehensive Loss Supplementary Information 

 
General and Administrative Expenses 

 Three months ended 
September 30, 

Nine months ended 
September 30, 

 2018 2017 2018 2017 
Consulting and technical services $ 5,757 $ 5,870 $ 11,257 $ 61,893 
Salaries, wages and benefits 113,616 39,352 298,820 90,133 
Legal, audit and accounting 44,476 55,219 143,331 76,532 
Travel and meals 29,801 107,374 124,660 147,849 
Corporate and office 28,523 36,382 97,839 112,499 
 $ 222,173 $ 244,197 $ 675,907 $ 488,906 
 

Note 12 -  Statements of Cash Flows Supplementary Information 
 

(a) Net change in non-cash working capital 
 

 Three months ended 
September 30, 

Nine months ended 
September 30, 

 2018 2017 2018 2017 
Accounts receivable $ (69,428) $ (8,489) $ (62,762) $ 2,132 
Deposits and prepaid expenses (3,000) (8,657) (14,654) (7,723)    
Accounts payable and accrued liabilities (35,822) (87,653) (25,506) (31,341) 
Amount due to related party - - - 183,165 
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 $ (108,250) $ (104,799) $ (102,922) $ 146,233  
 

(b) Supplementary cash flow information 
 
No interest or taxes were paid or received during the three and nine months ended September 30, 2018 or 
September 30, 2017. Cash and cash equivalents at September 30, 2018 and December 31, 2017 consists of cash 
held in the Corporation’s bank accounts and does not include any short-term investments.  

 
 
Note 13    -  Commitments 
 

The Corporation has the following commitments pursuant to an office lease, a lab and a photocopier machine: 
 

October 1, 2018 – December 31, 2018 $ 28,892 

2019 114,144 

2020 85,504 

2021 44,864 

2022 46,223 

Thereafter - 

 $ 319,627 
 
 
Note 14    -   Subsequent Events 
 

Makena Resources Inc. 
 

On December 20, 2018, the Corporation announced an Agreement to complete a series of transactions with 
Makena Resources Inc. (“Makena”) and BioCan Technologies Inc. (“BioCan”), whereby both Epimeron and 
BioCan agreed to be taken over by Makena in an all share transaction which valued each of Epimeron and 
BioCan at $15.0 million and would result in a combined entity which is publicly listed on the Canadian Stock 
Exchange. The Agreement is subject to a number of conditions including the completion of a non-brokered 
private placement of up to an aggregate of $15.0 million. 
 
 



Financial Statements of

BIOCAN TECHNOLOGIES INC.

(formerly TORENCO ENERGY INC.)

As at and for the year ended December 31, 2017



KPMG LLP
205 5th Avenue SW
Suite 3100
Calgary AB
T2P 4B9
Telephone (403) 691-8000
Fax (403) 691-8008
www.kpmg.ca

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated 
with KPMG International Cooperative (“KPMG International”), a Swiss entity. KPMG Canada provides services to KPMG LLP. 

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of BioCan Technologies Inc.

We have audited the accompanying financial statements of BioCan Technologies Inc.
(formerly Torenco Energy Inc.), which comprise the statements of financial position as at
December 31, 2017, the statements of comprehensive loss, changes in equity and cash
flows for the year then ended, and notes, comprising a summary of significant accounting
policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of BioCan Technologies Inc. as at December 31, 2017, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards.

Emphasis of matter

Without modifying our opinion, we draw attention to Note 2 in the financial statements which
indicates that BioCan Technologies Inc. has no cash generating assets and is using cash
flows in operations and as such will require additional capital to fund the ongoing operations.
These conditions, along with other matters as set forth in Note 2 in the financial statements,
indicate the existence of a material uncertainty that may cast significant doubt about BioCan
Technologies Inc.’s ability to continue as a going concern.

Chartered Professional Accountants

March 7, 2018
Calgary, Canada
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BioCan Technologies Inc. (formerly Torenco Energy Inc.)
Statements of Financial Position

As at December 31
2017 2016

Assets
Current

Cash and cash equivalents $ 588,514 $ 39,130
Accounts receivable 25,496 20,669
Deposits and prepaid expenses 22,767 33,707

636,777 93,506

Property, plant and equipment – Note 6 22,942 53,118
$ 659,719 $ 146,624

Liabilities
Current

Accounts payable and accrued liabilities $ 88,183 $ 41,464
Amounts due to related party – Note 7 321,058 -

409,241 41,464

Shareholders Equity
Share capital – Note 8 7,119,976 5,930,001
Contributed surplus – Note 8 675,667 166,409
Deficit (7,545,165) (5,991,250)
Total Equity 250,478 105,160

$ 659,719 $ 146,624 
Going Concern – Note 2
Commitments – Note 13
Subsequent event – Note 14

See accompanying notes to these financial statements.

Approved by the Board of Directors and authorized for issue on March 7, 2018:

(signed) Douglas Allen Director

(signed) Greg Turnbull Director
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BioCan Technologies Inc. (formerly Torenco Energy Inc.)
Statements of Comprehensive Loss

For the years ended December 31

2017 2016

Expenses
General and administrative – Note 11 $ 807,216 $ 964,735
Stock based compensation – Note 8 708,322 101,177
Depreciation – Note 6 38,377 30,176

$ 1,553,915 $ 1,096,088

Loss before income taxes $ 1,553,915 $ 1,096,088

Income tax expense – Note 10 - -

Net loss and comprehensive loss $ 1,553,915 $ 1,096,088

Loss per share: Basic and diluted – Note 9 $ 0.05 $ 0.04

See accompanying notes to these financial statements.
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BioCan Technologies (formerly Torenco Energy Inc.) 
Statements of Changes in Equity 
For the years ended December 31 

  2017 2016 

Common shares:   

   Balance beginning of year $ 5,930,001 $ 5,930,001 
   Issuance of common shares – private placements – Note 8 989,911 - 
   Issuance of common shares – exercise of options – Note 8 1,000 - 
   Transfer from contributed surplus on exercise of options 199,064 - 
Balance end of year $ 7,119,976  $ 5,930,001  
Contributed surplus:   
   Balance beginning of year $ 166,409   $ 65,232   
   Stock based compensation 708,322 101,177 
   Transfer to share capital (199,064) - 

Balance end of year $ 675,667 $ 166,409 
Deficit:   
   Balance beginning of year $ (5,991,250) $ (4,895,162) 
   Net loss for the year (1,553,915) (1,096,088) 
Balance end of year $ (7,545,165) $ (5,991,250) 
 $ 250,478 $ 105,160 

 
See accompanying notes to these financial statements.  
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BioCan Technologies Inc. (formerly Torenco Energy Inc.) 
Statements of Cash Flows 

For the years ended December 31 
 

 2017 2016 
 

Cash provided by (used for):   
Operating activities   
 Net loss $ (1,553,915) $ (1,096,088) 
 Items not affecting cash and cash equivalents:   
  Depreciation – Note 6 38,377 30,176 
  Stock based compensation – Note 8 708,322 101,177 
Funds used in operations (807,216) (964,735) 
   
 Net change in non-cash working capital – Note 12 236,590 (45,376) 

 (570,626) (1,010,111) 
Financing activities   
 Issuance of common shares – Note 8 990,911 - 
    Amounts due to related party – Note 7 137,300 - 
 1,128,211 - 
Investing activities   
 Expenditures on property, plant and equipment – Note 6 (8,201) - 
 (8,201) - 

Increase (decrease) in cash and cash equivalents 549,384 (1,010,111) 
Cash and cash equivalents, beginning of year 39,130 1,049,241 

Cash and cash equivalents, end of year $ 588,514 $ 39,130  

 
Supplementary cash flow information – Note 12 
 
See accompanying notes to these financial statements. 
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Note 1  -  Reporting Entity 
 
BioCan Technologies Inc. (“BioCan” or the “Corporation”) was incorporated as Dover Capital Inc. on 
February 24, 2012 under the laws of British Columbia. On July 3, 2014, Dover Capital Inc. changed its name 
to Gran Toro Energy Inc. On October 22, 2014, Gran Toro Energy Inc. changed its name to Torenco Energy 
Inc. and the Corporation was continued under the Canada Business Corporations Act with its principal 
activity being the acquisition, exploration, development and production of crude oil reserves in strategic 
countries. On August 31, 2017, Torenco Energy Inc. changed its name to BioCan Technologies Inc.. BioCan 
is domiciled in Alberta, Canada. The address of the Corporation’s registered office is 1900, 520 - 3rd Avenue 
S.W., Calgary, Alberta, Canada, T2P 0R3. 
 
BioCan is a biotech company focused on ancillary products and services for the cannabis industry with a 
head office in Calgary, Alberta and operations in Vancouver, British Columbia. 
 
These financial statements were approved and authorized for issuance on March 7, 2018. 
 

Note 2  - Basis of Presentation and Going Concern 
 
Statement of Compliance 
 
The financial statements of the Corporation as at and for the year ended Decemer 31, 2017 have been prepared 
in accordance with International Accounting Standards (“IFRS”) as issued by the International Accounting 
Standards Board (“IASB”). A summary of significant accounting policies are presented in Note 3. 
 
Going Concern 

  
These financial statements have been prepared on a going concern basis, which contemplates the realization 
of assets and the payment of liabilities in the ordinary course of business. Should the Corporation be unable 
to continue as a going concern, it may be unable to realize the carrying value of its assets and meet its 
liabilities as they become due. 
 
As at December 31, 2017, the Corporation has no cash generating assets and is using cash in operations. 
 
The Corporation’s ability to continue as a going concern is dependent upon the ability to raise additional 
capital and the success of the Corporation in transitioning to the cannabis industry whereby it will need to 
complete successful research, obtain patents, commercialize products and generate positive operational cash 
flow. There is no certainty that such events will occur and that sources of financing will be obtained on terms 
acceptable to the Corporation. Whether and when the Corporation can attain profitability and positive 
operational cash flows is also uncertain and as such the Corporation may be unable to realize its assets and 
discharge its liabilities in the normal course of business. These uncertainties may cast significant doubt about 
the Corporation’s ability to continue as a going concern. 
 
These financial statements do not reflect the adjustments that would be necessary if the going concern 
assumption was not appropriate. The necessary adjustments to the carrying values and classifications of assets 
and liabilities that would be required if the Corporation became unable to continue as a going concern could 
be material.  
 
Basis of Measurement 

  
The financial statements have been prepared on a historical cost basis. 
 
Functional and Presentation Currency 

  
Unless otherwise stated, these financial statements are presented in Canadian (CDN) dollars. The 
Corporation’s functional currency is the Canadian dollar. 
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Note 3  - Significant Accounting Policies 
 
The accounting policies set out below have been applied consistently to all years presented in these financial 
statements. 
 
a) Financial Instruments 
 
Non-derivative Financial Assets 
Financial assets are classified as either financial assets at fair value through profit or loss, loans and 
receivables, held to maturity investments, or available for sale financial assets, as appropriate. When financial 
assets are recognized initially, they are measured at fair value, plus, in the case of investments not at fair 
value through profit or loss, transaction costs. The Corporation considers whether a contract contains an 
embedded derivative when the Corporation first becomes a party to the contract.  Embedded derivatives are 
separated from the host contract which is not measured at fair value through profit or loss when the analysis 
shows that the economic characteristics and risks of embedded derivatives are not closely related to those of 
the host contract. The Corporation determines the classification of its financial assets at initial recognition 
and, where allowed and appropriate, re-evaluates this designation at each financial period end. 
 
Loans and Receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market. After initial measurement, such financial assets are subsequently measured at 
amortized cost using the effective interest rate method, less impairment. Amortized cost is calculated by 
taking into account any discount or premium on acquisition and fee or costs that are an integral part of the 
effective interest rate. The amortization is included in finance income in the statement of loss. The losses 
arising from impairment are recognized in the statement of loss as a finance cost. 
 
The Corporation’s cash and cash equivalents and accounts receivable are classified as loans and receivables. 
 
Non-derivative Financial Liabilities 
Financial liabilities are classified as financial liabilities at fair value through profit or loss, or other liabilities, 
as appropriate. The Corporation determines the classification of its financial liabilities at initial recognition. 
All financial liabilities are recognized initially at fair value and in the case of other liabilities, net of directly 
attributable transaction costs. 
 
Other Liabilities 
After initial recognition, other liabilities are subsequently measured at amortized cost using the effective 
interest rate method. Gains and losses are recognized in the statement of loss when the liabilities are de-
recognized as well as through the effective interest rate method amortization process. Amortized cost is 
calculated by taking into account any discount or premium on acquisition and fee or costs. The amortization 
is included in finance cost in the statement of loss. 
 
Accounts payable, amounts due to related party and accrued liabilities are classified as other liabilities. 
 
Cash and Cash Equivalents 
Cash and cash equivalents include cash on deposit, unrestricted cash held in trust accounts and short-term 
investments with original maturities of 90 days or less. 
 
Share Capital 
Common shares are classified as shareholders’ equity. Incremental costs directly attributable to the issue of 
common shares are recognized as a deduction from shareholders’ equity, net of any tax effects. 
 
b) Property, plant and equipment 
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Property, plant and equipment are stated at cost, less accumulated depletion and depreciation and 
accumulated impairment losses. The initial cost of an asset comprises its purchase price or construction cost 
and any cost directly attributable to bringing the asset into operation. 
 
Furniture and equipment are depreciated over their estimated remaining lives using the declining balance 
method of depreciation. Gains and losses on disposal of an item of property, plant and equipment are 
determined by comparing the proceeds from disposal with the carrying amount with any gain or loss 
recognized in earnings. 
 
c) Impairment 

 
Financial Assets 
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that 
it is impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more 
events have had a negative effect on the estimated future cash flows of that financial asset. An impairment 
loss in respect of a financial asset, measured at amortized cost, is calculated as the difference between its 
carrying amount and the present value of the estimated future cash flows discounted at the original effective 
interest rate. Material financial assets are tested for impairment on an individual basis. The remaining 
financial assets are assessed collectively in groups that share similar credit risk characteristics. 
 
For financial assets, an impairment loss is reversed if the reversal can be related objectively to an event 
occurring after the impairment loss was recognized. 
 
All impairment losses are recognized in the statement of loss. 
 
Non-financial Assets 
The Corporation assesses at each reporting date whether there is any indication that an asset may be impaired. 
If indicators are present, the assets are written down to their recoverable amount being the higher of an asset’s 
fair value less costs to sell and its value-in-use. 
 
d) Provisions 
 
A provision is recognized if, as a result of a past event, the Corporation has a present legal or constructive 
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be 
required to settle the obligation. Provisions are determined by discounting the expected future cash flows at 
a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the 
liability. Provisions are not recognized for future operating losses. 
 
e) Income Taxes 
 
Current Income Tax 
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected 
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount 
are those that are enacted or substantially enacted, at the reporting date. 
 
Current income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of loss. Management periodically evaluates positions taken in the tax returns with respect to 
situations in which applicable tax regulations are subject to interpretation and establishes provisions where 
appropriate. 
 
Deferred Income Tax 
Deferred income tax is provided using the balance sheet method on temporary differences at the statement 
of financial position date between the tax bases of assets and liabilities and their carrying amounts for 
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financial reporting purposes. Deferred income taxes are recognized for all taxable temporary differences, 
except: 
 
- where deferred income tax arises from the initial recognition of goodwill or of an asset or liability in a 
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting 
earnings nor taxable earnings or loss; and 
- in respect of taxable temporary differences associated with the investments in subsidiaries, associates and 
interests in joint ventures, where the timing of the reversal of the temporary differences can be controlled and 
it is probable that the temporary differences will not reverse in the foreseeable future. 
 
Deferred income tax assets are recognized for all deductible temporary differences, carry forward of unused 
tax credits and unused tax losses, to the extent that it is probable that taxable earnings will be available against 
which the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses 
can be utilized. The carrying amount of deferred income tax assets is reviewed at the statement of financial 
position date and reduced to the extent that it is no longer probable that sufficient taxable earnings will be 
available to allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred income 
tax assets are reassessed at each statement of financial position date and are recognized to the extent that is 
has become probable that future taxable earnings will allow the deferred tax asset to be recovered. 
 
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year 
when the asset is realized, or the liability is settled, based on tax rates (and tax laws) that have been enacted 
or substantively enacted at the end of the reporting period. 
 
Deferred income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of income. Deferred income tax assets and deferred income tax liabilities are offset, if a legally 
enforceable right exists to set off current tax assets against current income tax liabilities and the deferred 
income taxes relate to the same taxable entity and the same taxation authority. 
 
f) Per Share Amounts 
 
Basic loss per share information is computed by dividing the loss by the weighted average number of shares 
outstanding during the reporting period. The Corporation utilizes the treasury stock method in the 
determination of diluted earnings per share amounts. Under this method, the diluted weighted average 
number of shares is calculated assuming the proceeds that arise from the exercise of outstanding, in-the-
money warrants or options are used to purchase common shares of the Corporation at their average market 
price for the period. The weighted average number of shares outstanding is then adjusted by the net change. 
 
g) Use of Estimates and Judgements 
 
The timely preparation of the financial statements requires management to make judgements, estimates and 
assumptions that affect the application of accounting policies and reported amounts of assets and liabilities 
income and expenses. Accordingly, actual results may differ from these estimates. Estimates and underlying 
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period 
in which the estimates are revised and in any future periods affected. 
 
Estimates and judgments made by management in the preparation of these financial statements include 
compensation costs accrued for the share-based compensation plan are subject to the estimation of what the 
ultimate payout will be using the Black-Scholes pricing model which is based on significant assumptions 
such as the future volatility of the market price of BioCan shares and expected term of the issued stock option. 
 

Note 4  - Capital Management 
 
The Corporation’s objectives when managing capital are to safeguard the Corporation’s ability to continue 
as a going concern in order to complete research, obtain patents, commercialize products and generate 
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positive operational cash flow and to maintain a flexible capital structure which optimizes the costs of capital 
at an acceptable risk. 
 
The Corporation manages its capital to maintain balance sheet strength in order to meet the Corporation’s 
strategic growth objectives. 
 

As at 
 December 31, 

2017 
December 31, 

2016 

Current assets  $ 636,777 $ 93,506 
Less:    
Current liabilities  409,241 41,464 
Total net working capital  $ 227,536 $ 52,042 

Common share capital  $ 7,119,976 $ 5,930,001 
 
The Corporation periodically reviews certain quantitative measures of its capital structure, in order to 
understand its position relative to industry peers. The Corporation does not set certain limits or ranges with 
respect to these quantitative measures. 
 
The Corporation has the ability to adjust its capital structure by issuing new equity or making adjustments to 
its administrative and research and development expenditure program to the extent the expenditures are not 
committed. The Corporation considers its capital structure at this time to include shareholders’ equity. As at 
December 31, 2017, shareholders’ equity was $250,478 (December 31, 2016 - $ 105,160). 
 

Note 5 - Financial Instruments and Risk Management 
 
The Board of Directors has overall responsibility for the establishment and oversight of the Corporation’s risk 
management framework. The Corporation’s financial instruments at December 31, 2017 include cash and cash 
equivalents, accounts receivable, accounts payable and accrued liabilities and amounts due to related party. 
 

(a) Fair Values of Financial Instruments 
 
The fair value of cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities and 
amounts due to related party approximate their carrying values due to the short-term nature of those instruments.  
 

(b) Risks Associated with Financial Assets and Liabilities 
 
The Corporation has exposure to the following risks from its use of financial instruments: 

 Credit risk 
 Liquidity risk 
 Market risk 

 
This note presents information about the Corporation’s exposure to each of the above risks. 
 
Credit risk 
 
Credit risk is the risk of financial loss to the Corporation if a customer to a financial instrument fails to meet its 
contractual obligations. The Corporation’s exposure to credit risk includes cash and accounts receivable. The 
Corporation reduces its credit risk on cash and cash equivalents by maintaining its bank accounts at large 
international financial institutions. Accounts receivable consist predominately of GST receivable. As such, 
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Management has concluded that the Corporation has no significant credit risk. The maximum exposure to credit 
risk is equal to the value of the financial assets. 
 
Liquidity risk 
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they become 
due. Cash is held in bank accounts and is available on demand. 

 
Market risk 
 
Market risk is the risk that fluctuations in commodity prices, interest rates and foreign currency rates will affect 
the Corporation’s net loss and comprehensive loss or the value of its financial assets and liabilities. The 
Corporation has no significant market risk exposure at December 31, 2017. 
 
 

Note 6 – Property, Plant and Equipment 
 

 
Corporate and 

other assets 
Cost  
Balance at December 31, 2015 and 2016 $ 184,227  
Additions 8,201 

                         Balance at December 31, 2017              $ 192,428 

 
Corporate and 

other assets 

Accumulated depletion and depreciation  

Balance at December 31, 2015 $ (100,933) 
Charge for the year (30,176) 
Balance at December 31, 2016 $(131,109)  
Charge for the year (38,377) 
Balance at December 31, 2017 $ (169,486)  
  

 
Corporate and 

other assets 

Net book value  

As at December 31, 2016 $ 53,118 
As at December 31, 2017 $ 22,942 

   
 
Note 7 - Amounts Due to Related Party 

 
Amounts due to related party are unsecured, non-interest bearing and have no fixed terms of repayment. 
$183,758 of the amounts due to related party relates to expenses paid by the related party that have not been 
reimbursed by the Corporation. The remaining $137,300 relates to funds that were loaned to the Corporation by 
a related party. 
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Note 8 - Share Capital 
 

(a) Authorized 
 
Unlimited number of common shares without par value. 
Unlimited number of preferred shares issuable in series. 
 

(b) Issued and outstanding common shares 
 

 
Number of 

Shares 
Amount 

$ 
Common shares at December 31, 2015 and 2016 26,779,999 $ 5,930,001  
Issued in private placement 9,899,112 989,911 
Issued to employees on exercise of employee stock options 10,000,000 1,000 
Transfer of contributed surplus on exercise of options - 199,064 
Common shares at December 31, 2017 46,679,111 $ 7,119,976  

 
On August 31, 2017, the Corporation issued 4,504,112 shares by way of a non-brokered private placement at a 
price of $0.10 per share. On October 23, 2017, 1,500,000 shares were issued by way of a non-brokered private 
placement at a price of $0.10 per share. On December 29, 2017, 3,895,000 shares were issued by way of a non-
brokered private placement at a price of $0.10 per share. 
 
4,355,000 of the shares issued in the private placements during 2017 were issued to related parties, directors 
and employees of the Corporation. 
 

(c) Issued and outstanding warrants 
 

 

Number of 
Warrants 

Weighted 
Average 
Exercise 

Price $ 
December 31, 2017, 2016 and 2015 3,500,000 $ 0.20  

 
The Corporation issued 3,500,000 warrants on August 13, 2014 exercisable at a price of $0.20. The warrants 
expire on August 13, 2019. The estimated fair value of the warrants has been included in common share capital.  
 

(d) Issued and outstanding performance warrants 
 

 

Number of 
Performance 

Warrants 

Weighted 
Average 
Exercise 

Price $ 
Performance Warrants at December 31, 2015 2,440,000 $ 0.35 
Cancelled (440,000) 0.35 
Performance Warrants at December 31, 2016 2,000,000 $0.35 
Issued 7,816,320 0.35 
Performance Warrants at December 31, 2017 9,816,320 $ 0.35  

 
The Corporation issued 2,440,000 performance warrants to certain employees on March 27, 2015 exercisable 
at a price of $0.35. 440,000 of these performance warrants were cancelled during the year ended 2016.  The 
remaining performance warrants expire on February 27, 2020. 
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The Corporation issued 7,816,320 performance warrants to certain employees and directors on November 6, 
2017.  The performance warrants are allocated into four tranches of 1,954,080 performance warrants and prices 
of $0.20, $0.30, $0.40 and $0.50 per share.  Each tranche vests are 25% on each anniversary date.  The 
performance warrants expire on November 6, 2022. 
 
During the year ended December 31, 2017, the Corporation recorded an expense of $93,868 (December 31, 
2016 – $101,177) to stock-based compensation expense recognizing the performance warrant activity for the 
period based on the fair value of performance warrants issued amortized using a graded vesting calculation. 
 
Performance warrants outstanding and the weighted average remaining life of the performance warrants at 
December 31, 2017 are as follows: 
 

 
Performance Warrants Outstanding Performance Warrants Vested 

Exercise Price 
 
 
 
 

Number of 
Performance 

Warrants 

Weighted 
Average 

Remaining 
Life 

(years) 

Number of 
Performance 

Warrants 

Weighted 
Average 

Remaining 
Life 

(years) 

$ 0.20 1,954,080 2.8 - - 

$ 0.30 1,954,080 2.8 - - 

$ 0.35 2,000,000 2.2 2,000,000 2.2 

$ 0.40 1,954,080 2.8 - - 

$ 0.50 1,954,080 2.8 - - 

 9,816,320 2.7 2,000,000 2.2 
 
The Black-Scholes option pricing model was used to determine the fair value of performance warrants granted 
using the following assumptions: 
 

   

Year ended 
December 31, 

2017 
Risk free interest rate (%)   0.58 – 1.38 
Dividend yield   - 

Average expected life (years)   3.0 – 4.5 

Average expected volatility (%)   98.5 – 126.8 

Forfeiture rate (%)   60 - 75 
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(e) Issued and outstanding employee stock options 

 

 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 
Exercise 

Price $ 
Options at December 31, 2015 and 2016 - - 
Issued 17,131,956 $ 0.018 
Exercised (10,000,000) $ 0.0001 

Options at December 31, 2017 7,131,956 $ 0.044 
 
The Corporation issued 10,000,000 options to certain employees on August 1, 2017 exercisable immediately, 
at a price of $0.0001 and an expiry date of July 31, 2020.  These options were exercised during the year ended 
December 31, 2017. 
 
The Corporation issued 4,000,000 options to certain employees and directors on November 6, 2017 exercisable 
immediately, at a price of $0.0001 and an expiry date of November 6, 2024. These options were exercised after 
year-end. 
 
The Corporation issued 3,131,956 options to certain employees and directors on November 6, 2017 at an 
exercise price of $0.10. 1/3 of the options vest each year on the one, two and three year anniversaries of the 
grant date. 
 
During the year ended December 31, 2017, the Corporation has recorded an expense of $614,454 (December 
31, 2016 – $nil) to stock-based compensation expense recognizing the stock option activity for the period based 
on the fair value of options issued amortized using a graded vesting calculation. 
 
Stock options outstanding and the weighted average remaining life of the stock options at December 31, 2017 
are as follows: 
 

 
Options Outstanding Options Vested 

Exercise Price 
 
 
 
 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 

Remaining 
Life 

(years) 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 

Remaining 
Life 

(years) 

$ 0.0001 4,000,000 6.8 4,000,000 6.8 

$ 0.10 3,131,956 2.8 - - 

 7,131,956 5.1 4,000,000 6.8 
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The Black-Scholes option pricing model was used to determine the fair value of options granted using the 
following assumptions: 
 

   

Year ended 
December 31, 

2017 
Risk free interest rate (%)   0.59 - 1.38 
Dividend yield   - 

Average expected life (years)   0.1 - 3.0 

Average expected volatility (%)   74.4 – 126.8 

Forfeiture rate (%)   0 – 25 
 

(f) Share-based compensation expense 
 

For the year ended December 31, 2017 2016 

Stock options $ 614,454 $ - 
Performance warrants 93,868 101,177 
Total $ 708,322 $ 101,177 

 
 
 
Note 9  - Per Share Amounts 
 

The following table summarizes the weighted average number of common shares used in calculating basic and 
diluted loss per share.  
 

 December 31, 
2017 

December 31, 
2016 

Net loss   

Net loss                                                              $ (1,553,915)  $(1,096,088)   
Weighted average common share adjustments   

Weighted average common shares outstanding, basic and diluted 31,741,072 26,779,999 
 

As the Corporation incurred a loss, outstanding warrants and options were excluded from diluted loss per share 
as they are anti-dilutive. 

 
Note 10 –  Income Taxes 

 
(a) Deferred Income Tax Expense (Recovery) 

 
The income taxes shown on the statements of comprehensive loss differ from amounts obtained by applying 
statutory rates due to the following: 
 

 December 31, 
2017 

December 31, 
2016 

Loss before income taxes $ 1,553,915 $ 1,096,088 

Statutory income tax rate 26.85% 27.00% 

Expected income tax recovery                                                              $ (417,226)  $(295,944)   



Notes to Financial Statements 
As at and for the year ended December 31, 2017 

 

 
Page 16             BioCan Technologies Inc. 

(formerly Torenco Energy Inc.) 
 

Non-deductible items 199,783 60,049 
Small business deduction 115,690 126,684 
Change in tax rates and other (4,051) - 
Change in unrecognized tax benefits 105,861 109,242 

Income tax recovery - - 
 

In 2017, the blended statutory tax rate was 26.85% (2016 – 27%). The decrease in 2017 is due to the higher 
allocation of salary to British Columbia in 2017.  

 
(b) Deferred Income Tax Asset 

 
The components of the Corporation’s unrecognized deductible temporary difference are as follows: 
 
 

 December 31, 
2017 

December 31, 
2016 

Plant, property and equipment $ 67,025 $ 78,792 

Capital losses 62,360 62,360 

Non-capital losses 6,468,301 5,646,000 

Unrecognized deductible temporary differences $ 6,277,430 $ 5,787,152 
 

As at December 31, 2017, the Corporation had approximately $6.5 million (December 31, 2016 - $5.7 million) 
in tax pools available for deduction against future taxable income. Included in this tax basis are estimated non-
capital loss carry forwards of approximately $6.5 million (December 31, 2016 - $5.6 million) that expire 
between 2034 and 2037.  The tax pools have not been recorded in the Corporation’s records as it is not probable 
that they will be realized.  

 
Note 11  - Statements of Comprehensive Loss Supplementary Information 

 
During 2016, the Corporation was focused on evaluating oil and gas opportunities and qualifying on bidding on 
properties. In 2017, the Corporation changed its focus to that of a biotech company focused on ancillary 
products and services for the cannabis industry. 
 
General and Administrative Expenses 

 December 31, 
2017 

December 31, 
2016 

Consulting and technical services $ 78,228 $ 181,899 
Salaries, wages and benefits 203,558 482,416 
Legal, audit and accounting 160,620 81,574 
Travel and meals 184,807 7,978 
Corporate and office 180,003 210,868 
 $ 807,216  $ 964,735 

 
Note 12  -  Statements of Cash Flows Supplementary Information 

 
(a) Net change in non-cash working capital 
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 December 31, 
2017 

December 31, 
2016 

Operating Activities   
Accounts receivable $ (4,827) $ (104,519) 
Deposits and prepaid expenses 10,940 (1,291)   
Accounts payable and accrued liabilities 46,719 (148,604) 
Amounts due to related party 183,758 - 
   $ 236,590 $ (45,376) 

 
(b) Supplementary cash flow information 

 
No interest or taxes were paid or received during the year ended December 31, 2017 or December 31, 2016. 
Cash and cash equivalents at December 31, 2017 and December 31, 2016 consists of cash held in the 
Corporation’s bank accounts and does not include any short-term investments.  
 

Note 13    -  Commitments 
 

The Corporation has the following commitments pursuant to an office lease for its head office: 
 

2018 74,784 

2019 72,000 

2020 42,000 

Thereafter - 

 $ 188,784 
 
Note 14  - Subsequent events 
 

On January 8, 2018 the Corporation completed a private placement for $65,000 at a price of $0.10 per common 
share for total shares issued of 650,000. 
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INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of Torenco Energy Inc.

We have audited the accompanying financial statements of Torenco Energy Inc., which
comprise the statements of financial position as at December 31, 2016 and December 31,
2015, the statements of comprehensive loss, changes in equity and cash flows for the years
then ended, and notes, comprising a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing
standards. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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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, the financial statements present fairly, in all material respects, the financial
position of Torenco Energy Inc. as at December 31, 2016 and December 31, 2015, and its
financial performance and its cash flows for the years then ended in accordance with
International Financial Reporting Standards.

Emphasis of matter 

Without modifying our opinion, we draw attention to Note 2 in the financial statements which
indicates that Torenco Energy Inc. has no cash generating assets and is using cash flows
in operations and as such will require additional capital to fund the ongoing operations.
These conditions, along with other matters as set forth in Note 2 in the financial statements,
indicate the existence of a material uncertainty that may cast significant doubt about Torenco
Energy Inc.’s ability to continue as a going concern.

Chartered Professional Accountants

May 2, 2017
Calgary, Canada
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TORENCO ENERGY INC.
Statements of Financial Position

As at December 31
2016 2015

Assets
Current

Cash and cash equivalents $ 39,130 $1,049,241
Accounts receivable 20,669 125,188
Deposits and prepaid expenses 33,707 32,416

93,506 1,206,845

Property, plant and equipment – Note 6 53,118 83,294
$ 146,624 $1,290,139

Liabilities
Current

Accounts payable and accrued liabilities $ 41,464 $190,068  
41,464 190,068

Shareholders Equity
Share capital – Note 7 5,930,001 5,930,001
Contributed surplus – Note 7 166,409 65,232
Deficit (5,991,250) (4,895,162)
Total Equity 105,160 1,100,071

$ 146,624 $ 1,290,139
Commitments – Note 12
Going Concern – Note 2

See accompanying notes to these financial statements.

Approved by the Board of Directors and authorized for issue April 25, 2017:

(signed) Trevor Peters Director
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TORENCO ENERGY INC. 
Statements of Comprehensive Loss 

For the years ended December 31 
  

 2016 2015 
   

Expenses   
 General and administrative – Note 10 $ 964,735  $4,307,730   
 Stock based compensation 101,177 65,232 
 Depreciation – Note 6 30,176 85,049 

 $ 1,096,088 4,458,011 
   
Loss before income taxes $ 1,096,088 $4,458,011 
   
Income tax expense – Note 9 - - 
   
Net loss and comprehensive loss  $ 1,096,088  $ 4,458,011 
   

Loss per share: Basic and diluted – Note 8 $ 0.04 $ 0.17 
 

 
See accompanying notes to these financial statements. 
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TORENCO ENERGY INC. 
Statements of Changes in Equity 
For the years ended December 31 

 
 2016 2015 
   

Common shares:   

   Balance beginning of year $ 5,930,001 $5,155,001   
   Issuance of common shares – private placements – Note 7 - 775,000 
Balance end of year $ 5,930,001  $5,930,001 
Contributed surplus:   
   Balance beginning of year $ 65,232   $ - 
   Stock based compensation 101,177 65,232 
Balance end of year $ 166,409 $65,232   
Deficit:   
   Balance beginning of year $ (4,895,162) $ (437,151) 
   Net loss for the year  (1,096,088) (4,458,011) 
Balance end of year $ (5,991,250) $ (4,895,162) 
 $ 105,160 $1,100,071  

 
See accompanying notes to these financial statements.  



 

 
Page 5              TORENCO ENERGY INC. 
   

TORENCO ENERGY INC. 
Statements of Cash Flows 

For the years ended December 31 
 

 2016 2015 
   

Cash provided by (used for):   
Operating activities   
 Net loss $ (1,096,088) $ (4,458,011) 
 Items not affecting cash and cash equivalents:   
  Depreciation 30,176 85,049 
  Stock based compensation 101,177 65,232 
Funds used in operations (964,735) (4,307,730) 
   
 Net change in non-cash working capital – Note 11 (45,376) (171,065) 

 (1,010,111) (4,478,795) 
Financing activities   
 Issuance of common shares - 775,000 
 - 775,000 
Investing activities   
 Expenditures on property, plant and equipment - (107,512) 
 - (107,512) 

Decrease in cash and cash equivalents (1,010,111) (3,811,307) 
Cash and cash equivalents, beginning of year 1,049,241 4,860,548 

Cash and cash equivalents, end of year $ 39,130  $ 1,049,241 

 
Supplementary cash flow information – Note 11 
 
See accompanying notes to these financial statements. 
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Note 1  -  Reporting Entity 
 
Torenco Energy Inc. (“Torenco” or the “Corporation”) was incorporated as Dover Capital Inc. on February 
24, 2012 under the laws of British Columbia. On July 3, 2014, Dover Capital Inc. changed its name to Gran 
Toro Energy Inc. On October 22, 2014, the Corporation changed its name to Torenco Energy Inc. and the 
Corporation was continued under the Canada Business Corporations Act. Torenco is domiciled in Alberta, 
Canada. The address of the Corporation’s registered office is Suite 4300 Bankers Hall West, 888 – 3rd Street 
S.W., Calgary, Alberta, Canada, T2P 5C5. 
 
Torenco is a junior oil and gas company with a head office in Canada. Torenco’s principal activity includes 
the acquisition, exploration, development and production of crude oil reserves in strategic countries. 
 
These financial statements were approved and authorized for issuance on April 25, 2017. 
 

Note 2  - Basis of Presentation and Going Concern 
 
Statement of Compliance 
 
The financial statements of the Corporation as at and for the year ended December 31, 2016 have been 
prepared in accordance with International Accounting Standards (“IFRS”) as issued by the International 
Accounting Standards Board (“IASB”). A summary of significant accounting policies are presented in Note 
3. 
 
Going Concern 

  
These financial statements have been prepared on a going concern basis, which contemplates the realization 
of assets and the payment of liabilities in the ordinary course of business. Should the Corporation be unable 
to continue as a going concern, it may be unable to realize the carrying value of its assets and meet its 
liabilities as they become due. 
 
As at December 31, 2016, the Corporation has no cash generating assets and is using cash in operations which 
will eliminate the remaining working capital balance of $52,042 within the next year. 
 
The Corporation’s ability to continue as a going concern is dependent upon the ability to raise additional 
capital and the success of the Corporation to close on deals which will establish commercial reserves and 
production and generate positive operational cash flow. The Corporation is continuing its efforts to find such 
deals. There is no certainty that such events will occur and that sources of financing will be obtained on terms 
acceptable to the Corporation. Whether and when the Corporation can attain profitability and positive 
operational cash flows is also uncertain and as such the Corporation may be unable to realize its assets and 
discharge its liabilities in the normal course of business. These uncertainties may cast significant doubt about 
the Corporation’s ability to continue as a going concern. 
 
These financial statements do not reflect the adjustments that would be necessary if the going concern 
assumption was not appropriate. The necessary adjustments to the carrying values and classifications of assets 
and liabilities that would be required if the Corporation became unable to continue as a going concern could 
be material.  
 
Basis of Measurement 

  
The financial statements have been prepared on a historical cost basis. 
 
Functional and Presentation Currency 

  
Unless otherwise stated, these financial statements are presented in Canadian (CDN) dollars. The 
Corporation’s functional currency is the Canadian dollar. 
 
 

Note 3  - Significant Accounting Policies 
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The accounting policies set out below have been applied consistently to all years presented in these financial 
statements. 
 
a) Basis of Consolidation 
 
Subsidiaries 
 
These financial statements comprise the financial statements of the Corporation and its wholly-owned 
subsidiary. Subsidiaries are entities controlled by the Corporation. Control exists when the Corporation has 
the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities. 
Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Corporation 
obtains control, and continue to be consolidated until the date that such control ceases. The financial 
statements of the subsidiaries are prepared for the same reporting period as the parent company, using 
consistent accounting policies. 
 
The Corporation’s 100% owned subsidiary as of December 31, 2015 was Altadore Energía, S.A de C.V, 
which was incorporated in Mexico during 2014, and was sold for $nil on December 15, 2016. 
 
Transactions Eliminated on Consolidation 
 
All intercompany balances and transactions are eliminated upon consolidation in preparing the financial 
statements. 
 
b) Foreign Currency 
 
As previously stated, the Corporation’s functional currency is the Canadian dollar while the functional 
currency of its subsidiary is the Mexican peso. Transactions in currencies other than each entity’s functional 
currency are initially recorded at the exchange rate as at the date of the transaction. Monetary assets and 
liabilities denominated in foreign currencies are translated at the closing rate as at the date of the statement 
of financial position. All differences are recorded in net earnings or loss. Non-monetary items are translated 
using the historical exchange rates prevailing at the dates of the initial transactions. 
 
The Corporation’s financial statements are presented in Canadian dollars. Assets and liabilities of entities 
with functional currencies other than Canadian dollars are translated at the period end exchange rates, results 
of their operations are translated at average exchange rates for the period, and shareholder’s equity is 
translated at the effective rate at the time of the transaction. The resulting translation adjustments are included 
in accumulated other comprehensive loss in shareholder’s equity. Additionally, foreign exchange gains and 
losses related to certain intercompany loans that are permanent in nature are included in accumulated other 
comprehensive loss. 
 
c) Financial Instruments 
 
Non-derivative Financial Assets 
Financial assets are classified as either financial assets at fair value through profit or loss, loans and 
receivables, held to maturity investments, or available for sale financial assets, as appropriate. When financial 
assets are recognized initially, they are measured at fair value, plus, in the case of investments not at fair 
value through profit or loss, transaction costs. The Corporation considers whether a contract contains an 
embedded derivative when the Corporation first becomes a party to the contract.  Embedded derivatives are 
separated from the host contract which is not measured at fair value through profit or loss when the analysis 
shows that the economic characteristics and risks of embedded derivatives are not closely related to those of 
the host contract. The Corporation determines the classification of its financial assets at initial recognition 
and, where allowed and appropriate, re-evaluates this designation at each financial period end. 
 
Loans and Receivables 
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Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market. After initial measurement, such financial assets are subsequently measured at 
amortized cost using the effective interest rate method, less impairment. Amortized cost is calculated by 
taking into account any discount or premium on acquisition and fee or costs that are an integral part of the 
effective interest rate. The amortization is included in finance income in the statement of loss. The losses 
arising from impairment are recognized in the statement of loss as a finance cost. 
 
The Corporation’s cash and cash equivalents and accounts receivable are classified as loans and receivables. 
 
Non-derivative Financial Liabilities 
Financial liabilities are classified as financial liabilities at fair value through profit or loss, or other liabilities, 
as appropriate. The Corporation determines the classification of its financial liabilities at initial recognition. 
All financial liabilities are recognized initially at fair value and in the case of other liabilities, net of directly 
attributable transaction costs. 
 
Other Liabilities 
After initial recognition, other liabilities are subsequently measured at amortized cost using the effective 
interest rate method. Gains and losses are recognized in the statement of loss when the liabilities are 
derecognized as well as through the effective interest rate method amortization process. Amortized cost is 
calculated by taking into account any discount or premium on acquisition and fee or costs. The amortization 
is included in finance cost in the statement of loss. 
 
Accounts payable and accrued liabilities are classified as other liabilities. 
 
Cash and Cash Equivalents 
Cash and cash equivalents include cash on deposit and short term investments with original maturities of 90 
days or less. 
 
Share Capital 
Common shares are classified as shareholders’ equity. Incremental costs directly attributable to the issue of 
common shares are recognized as a deduction from shareholders’ equity, net of any tax effects. 
 
d) Property, plant and equipment 
 
Pre-licence Costs 
Costs incurred prior to having obtained the legal rights to explore an area are expensed to the statement of 
loss as they are incurred. 
 
Other Property, Plant and Equipment 
Property, plant and equipment are stated at cost, less accumulated depletion and depreciation and 
accumulated impairment losses. The initial cost of an asset comprises its purchase price or construction cost 
and any cost directly attributable to bringing the asset into operation. 
 
Furniture and equipment are depreciated over their estimated remaining lives using the declining balance 
method of depreciation. Gains and losses on disposal of an item of property, plant and equipment are 
determined by comparing the proceeds from disposal with the carrying amount with any gain or loss 
recognized in earnings. 
 
e) Impairment 

 
Financial Assets 
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that 
it is impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more 
events have had a negative effect on the estimated future cash flows of that financial asset. An impairment 
loss in respect of a financial asset, measured at amortized cost, is calculated as the difference between its 
carrying amount and the present value of the estimated future cash flows discounted at the original effective 
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interest rate. Material financial assets are tested for impairment on an individual basis. The remaining 
financial assets are assessed collectively in groups that share similar credit risk characteristics. 
 
For financial assets, an impairment loss is reversed if the reversal can be related objectively to an event 
occurring after the impairment loss was recognized. 
 
All impairment losses are recognized in the statement of loss. 
 
Non-financial Assets 
The Corporation assesses at each reporting date whether there is any indication that an asset may be impaired. 
If indicators are present, the assets are written down to their recoverable amount being the higher of an asset’s 
fair value less costs to sell and its value-in-use. 
 
f) Provisions 
 
A provision is recognized if, as a result of a past event, the Corporation has a present legal or constructive 
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be 
required to settle the obligation. Provisions are determined by discounting the expected future cash flows at 
a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the 
liability. Provisions are not recognized for future operating losses. 
 
g) Income Taxes 
 
Current Income Tax 
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected 
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount 
are those that are enacted or substantially enacted, at the reporting date. 
 
Current income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of loss. Management periodically evaluates positions taken in the tax returns with respect to 
situations in which applicable tax regulations are subject to interpretation and establishes provisions where 
appropriate. 
 
Deferred Income Tax 
Deferred income tax is provided using the balance sheet method on temporary differences at the statement 
of financial position date between the tax bases of assets and liabilities and their carrying amounts for 
financial reporting purposes. Deferred income taxes are recognized for all taxable temporary differences, 
except: 
 
- where deferred income tax arises from the initial recognition of goodwill or of an asset or liability in a 
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting 
earnings nor taxable earnings or loss; and 
- In respect of taxable temporary differences associated with the investments in subsidiaries, associate and 
interests in joint ventures, where the timing of the reversal of the temporary differences can be controlled and 
it is probable that the temporary differences will not reverse in the foreseeable future. 
 
Deferred income tax assets are recognized for all deductible temporary differences, carry forward of unused 
tax credits and unused tax losses, to the extent that it is probable that taxable earnings will be available against 
which the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses 
can be utilized. The carrying amount of deferred income tax assets is reviewed at the statement of financial 
position date and reduced to the extent that it is no longer probable that sufficient taxable earnings will be 
available to allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred income 
tax assets are reassessed at each statement of financial position date and are recognized to the extent that is 
has become probable that future taxable earnings will allow the deferred tax asset to be recovered. 
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Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year 
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted 
or substantively enacted at the end of the reporting period. 
 
Deferred income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of income. Deferred income tax assets and deferred income tax liabilities are offset, if a legally 
enforceable right exists to set off current tax assets against current income tax liabilities and the deferred 
income taxes relate to the same taxable entity and the same taxation authority. 
 
h) Per Share Amounts 
 
Basic loss per share information is computed by dividing the loss by the weighted average number of shares 
outstanding during the reporting period. The Corporation utilizes the treasury stock method in the 
determination of diluted earnings per share amounts. Under this method, the diluted weighted average 
number of shares is calculated assuming the proceeds that arise from the exercise of outstanding, in-the-
money warrants are used to purchase common shares of the Corporation at their average market price for the 
period. The weighted average number of shares outstanding is then adjusted by the net change. 
 
i) Use of Estimates and Judgements 
 
The timely preparation of the financial statements requires management to make judgements, estimates and 
assumptions that affect the application of accounting policies and reported amounts of assets and liabilities 
income and expenses. Accordingly, actual results may differ from these estimates. Estimates and underlying 
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period 
in which the estimates are revised and in any future periods affected. At December 31, 2016, there were no 
significant estimates and judgements made by management in the preparation of these financial statements. 
 

Note 4  - Capital Management 
 
The Corporation’s objectives when managing capital are to safeguard the Corporation’s ability to continue 
as a going concern in order to pursue the acquisition, exploration and development of exploration and 
evaluation assets, and to maintain a flexible capital structure which optimizes the costs of capital at an 
acceptable risk. 
 
The Corporation manages its capital to maintain balance sheet strength in order to meet the Corporation’s 
strategic growth objectives. 
 

As at 
 December 31, 

2016 
December 31, 

2015 

Current assets  $ 93,506 $ 1,206,845 
Less:    

Current liabilities  41,464 190,068 
Total net working capital  $ 52,042 $ 1,016,777 

Common share capital  $ 5,930,001 $ 5,930,001 
 
The Corporation periodically reviews certain quantitative measures of its capital structure, in order to 
understand its position relative to industry peers. The Corporation does not set certain limits or ranges with 
respect to these quantitative measures. 
 
Torenco has the ability to adjust its capital structure by issuing new equity or making adjustments to its 
administrative and capital expenditure program to the extent the capital expenditures are not committed. The 
Corporation considers its capital structure at this time to include shareholders equity. As at December 31, 
2016 shareholders’ equity was $ 105,160 (December 31, 2015 - $ 1,100,071). 
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Note 5 - Financial Instruments and Risk Management 

 
The Board of Directors has overall responsibility for the establishment and oversight of the Corporation’s risk 
management framework. The Corporation’s financial instruments at December 31, 2016 include cash and cash 
equivalents, accounts receivable and accounts payable and accrued liabilities. 
 

(a) Fair Values of Financial Instruments 
 
The fair value of cash and cash equivalents, accounts receivable and accounts payable and accrued liabilities 
approximate their carrying values due to the short-term nature of those instruments.  
 

(b) Risks Associated with Financial Assets and Liabilities 
 
The Corporation has exposure to the following risks from its use of financial instruments: 

 Credit risk 
 Liquidity risk 
 Market risk 

 
This note presents information about the Corporation’s exposure to each of the above risks. 
 
Credit risk 
 
Credit risk is the risk of financial loss to the Corporation if a customer to a financial instrument fails to meet its 
contractual obligations. The Corporation’s exposure to credit risk includes cash and accounts receivable. The 
Corporation reduces its credit risk on cash and cash equivalents by maintaining its bank accounts at large 
international financial institutions. Accounts receivable consist predominately of GST receivable. As such, 
Management has concluded that the Corporation has no significant credit risk. The maximum exposure to credit 
risk is equal to the value of the financial assets. 
 
Liquidity risk 
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they become 
due. Cash is held in bank accounts and is available on demand.  At December 31, 2016, the Corporation believes 
it has adequate working capital to discharge its financial obligations. 

 
Market risk 
 
Market risk is the risk that fluctuations in commodity prices, interest rates and foreign currency rates will affect 
the Corporation’s net loss and comprehensive loss or the value of its financial assets and liabilities. The 
Corporation has no significant market risk exposure at December 31, 2016. 
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Note 6 – Property, Plant and Equipment 
 

 
Corporate and 

other assets 
Cost  
Balance at December 31, 2014 $ 76,715 
Additions 107,512 
Balance at December 31, 2015 $ 184,227  
Additions - 

                         Balance at December 31, 2016              $ 184,227 

 
Corporate and 

other assets 

Accumulated depletion and depreciation  

Balance at December 31, 2014 $ (15,884) 
Charge for the year (85,049) 
Balance at December 31, 2015 $(100,933)  
Charge for the year (30,176) 
Balance at December 31, 2016 $ (131,109)  
  

 
Corporate and 

other assets 

Net book value  

As at December 31, 2015 $ 83,294 
As at December 31, 2016 $ 53,118  

   
Note 7 - Share Capital 
 

(a) Authorized 
 
Unlimited number of common shares without par value. 
Unlimited number of preferred shares issuable in series. 
 

(b) Issued and outstanding common shares 
 

 
Number of 

Shares 
Amount 

$ 
Common shares at December 31, 2014 23,679,998 $ 5,155,000 
Issued in private placement 3,100,001 775,001 
Common shares at December 31, 2015 and 2016 26,779,999 $ 5,930,001  
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(c) Issued and outstanding warrants 

 

 

Number of 
Warrants 

Weighted 
Average 
Exercise 

Price $ 
December 31, 2015 and 2016 3,500,000 $ 0.20  

 
The Corporation issued 3,500,000 warrants on August 13, 2014 exercisable at a price of $0.20. The warrants 
expire on August 13, 2019. The estimated fair value of the warrants has been included in common share capital.  
 

(d) Issued and outstanding performance warrants 
 

 

Number of 
Performance 

Warrants 

Weighted 
Average 
Exercise 

Price $ 
Warrants at December 31, 2014 - - 
Issued 2,440,000 $ 0.35 

Warrants at December 31, 2015 2,440,000 0.35 
Cancelled (440,000) 0.35 
Warrants at December 31, 2016 2,000,000 $ 0.35  

 
The Corporation issued 2,440,000 performance warrants to certain employees on March 27, 2015 exercisable 
at a price of $0.35. 440,000 of these warrants were cancelled during the year.  The remaining warrants expire 
on February 27, 2020. 
 
During 2016, the Corporation has recorded an expense of $101,177 (2015 – $65,232) to stock-based 
compensation expense recognizing the performance warrant activity for the period based on the fair value of 
performance warrants issued amortized using a graded vesting calculation. 
 
The Black-Scholes option pricing model was used to determine the fair value of performance warrants granted 
using the following assumptions: 
 

Risk free interest rate (%)   0.54 
Dividend yield   - 

Average expected life (years)   3.0 

Average expected volatility (%)   170.5 

Probability of performance criteria being realized (%)   75 
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Note 8  - Per Share Amounts 
 

The following table summarizes the weighted average number of common shares used in calculating basic and 
diluted loss per share.  
 

Year ended December 31                                                               2016 2015 

Net loss   

Net loss basic and diluted                                                              $ (1,096,088)  $(4,458,011)    
Weighted average common share adjustments   

Weighted average common shares outstanding, basic and diluted 26,779,999 26,049,588 
 

As the Corporation incurred a loss, outstanding warrants and performance warrants were excluded from diluted 
loss per share as they are anti-dilutive. 

 
 
Note 9 –  Income Taxes 

 
The income taxes shown on the statements of comprehensive loss differ from amounts obtained by applying 
statutory rates due to the following: 

 
 Year ended December 31 
 2016 2015 
  Loss before income taxes $ 1,096,088  $ 4,458,011 
  Statutory tax rate 27% 26% 
  Tax provision for income taxes $(295,944)  $(1,159,083) 
  Deferred tax benefits deemed not probable to be recovered and other 295,944 1,159,083 
  Income tax expense $ - $ - 
 
The Corporation had non-capital losses of approximately $5.9 million (December 31, 2015 - $ 4.8 million) 
which may be applied against future income for Canadian tax purposes. These non-capital losses expire in 2034, 
2035 and 2036 and have not been recorded in the Corporation’s records as they are not deemed more likely than 
not to be recovered. 
 

Note 10  - Statements of Comprehensive Loss Supplementary Information 
 

During 2016 and 2015, the Corporation was focused on evaluating oil and gas opportunities and qualifying on 
bidding on properties. 
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General and Administrative Expenses 

 
 Year Ended December 31 
 2016 2015 
Consulting and technical services $ 181,899 $ 2,504,639 
Salaries, wages and benefits 482,416 574,873 
Legal, audit and accounting 81,574 332,271 
Travel and meals 7,978 314,073 
Corporate and office 210,868 348,874 
Fees for bid qualifications and purchases of data - 233,000 
 $ 964,735  $ 4,307,730 

 
Note 11  - Statements of Cash Flows Supplementary Information 

 
(a) Net change in non-cash working capital 

 
 Year Ended December 31 
 2016 2015 
Operating Activities   
Accounts receivable $ 104,519 $(109,422) 
Deposits and prepaid expenses (1,291)        - 
Accounts payable and accrued liabilities (148,604) (61,643) 
   $ (45,376) $ (171,065) 

 
(b) Supplementary cash flow information 

 
No interest or taxes were paid or received during the years ended December 31, 2016 or 2015. Cash and cash 
equivalents at December 31, 2016 consists of cash held in the Corporation’s bank accounts and does not include 
any short-term investments.  
 

Note 12  - Commitments 
 

The Corporation has the following commitments pursuant to an office lease for its head office: 
 

  
  

2017 $ 52,565 

Thereafter - 

 $ 52,565 
 



 

  

SCHEDULE “C” 
EPIMERON AUDITED AND INTERIM FINANCIAL STATEMENTS 

(See Attached.) 
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Epimeron Inc.
Interim Consolidated Statements of Financial Position

As at September 30, 2018 and December 31, 2017
(Unaudited)

September 30, 
2018

December 31, 
2017

Assets
Current

Cash and cash equivalents $ 195,638 $ 453,857 
Term deposits 30,000 30,000
Accounts receivable 249,228 77,070
Deposits and prepaid expenses 1,594 29,221
Income taxes recoverable - 6,407

476,460 596,555

Property, plant and equipment – Note 5 17,933 21,098
Long-term investments 330,000 330,000
Due from related parties 14,015 9,599
Deferred income tax asset 107,655 42,048

$ 946,063 $ 999,300
Liabilities
Current

Accounts payable and accrued liabilities $ 15,855 $ 46,216
Due to shareholders 675 675
Income taxes payable 115,766 -

132,296 46,891

Shareholders Equity
Share capital – Note 6 90,361 90,361
Contributed surplus – Note 6 284,048 284,048
Retained earnings 439,358 578,000
Total Equity 813,767 952,409

$ 946,063 $ 999,300

See accompanying notes to these interim consolidated financial statements.

Approved by the Board of Directors and authorized for issue on February 11, 2019:

(signed) Joseph Tucker Director

(signed) Peter Facchini Director
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Epimeron Inc. 
Interim Consolidated Statements of Comprehensive Income (Loss) 

 (Unaudited) 
 Three months ended Nine months ended 
 September 

30, 2018 
September 

30, 2017 
September 

30, 2018 
September 

30, 2017 
     

Revenues     
License and research revenue $ - $ 142,245 $ 286,183 $ 835,585 

     
     
Expenses     

Research costs 7,268 89,279 41,576 176,845 
 General and administrative – Note 8 162,401 148,474 456,878 497,444 
 Amortization and depreciation – Note 5 1,055 1,465 3,165 4,395 

Foreign exchange (gain) loss 6,215 21,818 (10,642) 33,156 

 176,939 261,036 490,977 711,840 
     
Income (loss) from operations (176,939) (118,791) (204,794) 123,745 
     
Other income     
 Interest 86 67 545 639 
     
Income (loss) before income taxes (176,853) (118,724) (204,249) 124,384 
     
Income tax expense (recovery) (56,807) (13,208) (65,607) 13,770 
     
Net income (loss) and comprehensive loss $ (120,046) $ (105,516) $ (138,642) $ 110,614 
     

Income (loss) per share: Note 7     
Basic $ (0.26) $ (0.23) $ (0.30) $ 0.24 
Diluted $ (0.26) $ (0.23) $ (0.30) $ 0.18 

 
 

See accompanying notes to these interim consolidated financial statements. 
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Epimeron Inc. 
Interim Consolidated Statements of Changes in Equity 

For the nine-month periods ended September 30, 2018 and 2017 
(Unaudited) 

  
Number of 
Common 

Shares 

Share 
Capital 

Contributed 
Surplus 

Retained 
Earnings Total 

January 1, 2017 465,000 $ 90,361 $ 284,048 $ 497,565 $ 871,974 
      
Income for the period - - - 110,614 110,614 
      
September 30, 2017 465,000 $ 90,361 $ 284,048 $ 608,179 $ 982,588 

      
January 1, 2018 465,000 $ 90,361 $ 284,048 $ 578,000 $ 952,409 
      
Loss for the period - - - (138,642) (138,642) 
      
September 30, 2018 465,000 $ 90,361 $ 284,048 $ 439,358 $ 813,767 

 
See accompanying notes to these interim consolidated financial statements.  
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Epimeron Inc. 
Interim Consolidated Statements of Cash Flows 

 (Unaudited) 
 

 Three months ended Nine months ended 
 September 

30, 2018 
September 

30, 2017 
September 

30, 2018 
September 

30, 2017 
Cash provided by (used for):     
Operating activities     
 Net income (loss) $ (120,046) $ (105,516) $ (138,642) $ 110,614 
 Items not affecting cash and cash equivalents:     
        Deferred tax expense (recovery) (56,807) 3,483 (65,607) (2,994) 
  Depreciation – Note 5 1,055 1,465 3,165 4,395 
 (175,798) (100,568) (201,084) 112,015 
     
 Net change in non-cash working capital – Note 9 (108,716) (70,746) (52,719) (219,988) 

 (284,514) (171,314) (253,803) (107,973) 
Financing activities     
    Amounts due from related parties (880) 560 (4,416) (7,398) 
    Amounts due to shareholders - (582) - - 
 (880) (22) (4,416) (7,398) 

Decrease in cash and cash equivalents (285,394) (171,336) (258,219) (115,371) 
Cash and cash equivalents, beginning of period 481,032 623,624 

3 624
453,857 567,659 

Cash and cash equivalents, end of period $ 195,638 $ 452,288  $ 195,638 $ 452,288  

 
Supplementary cash flow information – Note 9 
 
See accompanying notes to these interim consolidated financial statements. 
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Note 1  -  Reporting Entity 
 
Epimeron Inc. (“Epimeron” or the “Corporation”) was incorporated on March 10, 2014 under the laws of 
Alberta. Epimeron is domiciled in Alberta, Canada. The address of the Corporation’s registered office is 
Suite 120, 4838 Richard Road S.W., Calgary, Alberta, Canada, T3E 6L1. 
 
Epimeron is a biotech company focused on ancillary products and services for the opioid industry with a 
head office and operations in Calgary, Alberta. 
 
The consolidated financial statements include the accounts of Epimeron Inc. and its wholly-owned subsidiary 
(together referred to as the “Corporation” and individually as the “subsidiary of the Corporation”). 
 
These consolidated financial statements were approved and authorized for issuance by the Board of Directors 
on February 11, 2019. 
 
 

Note 2  - Basis of Presentation and Nature of Operations 
 
Statement of Compliance 
 
The condensed interim financial statements of the Corporation as at and for the three and nine months ended 
September 30, 2018 have been prepared in accordance with IAS 34 Interim Financial Reporting. They do not 
include all disclosures that would otherwise be required in a complete set of financial statements and should 
be read in conjunction with the Corporation’s December 31, 2017 annual financial statements which have 
been prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued by the 
International Accounting Standards Board (“IASB”) and the International Financial Reporting Interpretations 
Committee. 
 
These condensed interim financial statements have been prepared using accounting policies consistent with 
those used in the Corporation’s 2017 annual financial statements except as specified in Note 3. 
 
Basis of Measurement 

  
The financial statements have been prepared on an historical cost basis. 
 
Functional and Presentation Currency 

  
Unless otherwise stated, these financial statements are presented in Canadian dollars (“CAD”). The 
Corporation’s functional currency is the Canadian dollar. 
 
Use of Estimates and Judgements 
 
Estimates and judgments made by management in the preparation of these financial statements include 
compensation costs accrued for the share-based compensation plan which are subject to the estimation of 
what the ultimate payout will be using the Black-Scholes pricing model which is based on significant 
assumptions such as the future volatility of the market price of Epimeron shares and expected term of the 
issued stock options, warrants and performance warrants. 

 
 

Note 3  - Changes in Accounting Policies 
 
IFRS 9 – Financial Instruments 
 
The Corporation adopted IFRS 9, “Financial Instruments” on January 1, 2018. The transition to IFRS 9 had 
no material effect on the Corporation’s financial statements. 
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IFRS 9 contains three principal classification categories for financial assets: measured at amortized cost; fair 
value through other comprehensive income ("FVOCI"); or fair value through profit or loss ("FVTPL"). The 
classification of financial assets under IFRS 9 is generally based on the business model in which a financial 
asset is managed and its contractual cash flow characteristics. IFRS 9 eliminates the previous IFRS 39 
categories of: held to maturity; loans and receivables and available for sale. Under IFRS 9, derivatives 
embedded in contracts where the host is a financial asset in the scope of the standard are never separated. 
Instead, the hybrid financial instrument as a whole is assessed for classification. 
 
Impairment of financial assets: IFRS 9 replaces the "incurred loss" model in IAS 39 with an "expected credit 
loss" model. The new impairment model applies to financial assets measured at amortized cost, and contract 
assets and debt investments at FVOCI. Under IFRS 9, credit losses are recognized earlier than under IAS 39. 
There was no impact on the Corporation’s financial statements. 
 
Cash and cash equivalents, term deposits, accounts receivable and amounts due from related parties continue 
to be measured at amortized cost and are now classified as "amortized cost". The Corporation’s financial 
liabilities previously classified as “other financial liabilities” being income taxes payable, accounts payable 
and accrued liabilities and amounts due to shareholders continue to be measured at amortized cost and are 
now classified as “amortized cost”. The Corporation has not designated any financial instruments as FVOCI 
or FVTPL, nor does the Corporation use hedge accounting. 
 
IFRS 15 – Revenue from Contracts with Customers 
 
The Corporation adopted IFRS 15, “Revenue from Contracts with Customers” on January 1, 2018. The 
transition to IFRS 15 had no material effect on the Corporation’s financial statements. 
 
On May 28, 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers. The new standard is 
effective for annual periods beginning on or after January 1, 2018. IFRS 15 replaced IAS 11, Construction 
Contracts, IAS 18, Revenue, IFRS 13, Customer Loyalty Programmes, IFRIC 15, Agreements for the 
Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 31, Revenue - Barter 
Transactions Involving Advertising Services. 
 
On April 12, 2016, the IASB issued Clarification to IFRS 15, Revenue from Contracts with Customers, which 
is effective at the same time as IFRS 15. 
 
The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time. The model features a contract-based five-step analysis 
of transactions to determine whether, how much and when revenue is recognized. New estimates and 
judgments have been introduced, which may affect the amount and/or timing of revenue recognized. 
 
The new standard applies to contracts with customers. It does not apply to insurance contracts, financial 
instruments or lease contracts, which fall in the scope of other IFRSs. 
 
The clarifications to IFRS 15 provide additional guidance with respect to the five-step analysis, transition, 
and the application of the standard to licenses of intellectual property. 
 
IFRS 16 - Leases 
 
Epimeron is required to adopt IFRS 16 "Leases" by January 1, 2019 which requires entities to recognize lease 
assets and lease obligations on the balance sheet. For lessees, IFRS 16 removes the classification of leases as 
either operating leases or finance leases, effectively treating all leases as finance leases. Certain short-term 
leases (less than 12 months) and leases of low-value assets are exempt from the requirements, and may 
continue to be treated as operating leases. 
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On adoption, non-current assets, current liabilities, and non-current liabilities on the Corporation's balance 
sheet will increase. Interest expense will be recognized on the lease obligation and lease payments will be 
applied against the lease obligation. This is expected to result in a decrease to operating expense and general 
and administration expense and an increase to interest expense and fund flows from operations. The 
quantitative impact of the adoption of IFRS 16 is currently being evaluated. 
 
 

Note 4 - Financial Instruments and Risk Management 
 
The Board of Directors has overall responsibility for the establishment and oversight of the Corporation’s risk 
management framework. The Corporation’s financial instruments at September 30, 2018 include cash and cash 
equivalents, term deposits, accounts receivable, amounts due from related parties, amounts due to shareholders, 
accounts payable and accrued liabilities and income taxes payable. 
 

(a) Fair Values of Financial Instruments 
 
The fair value of cash and cash equivalents, term deposits accounts receivable, amounts due to related parties, 
accounts payable and accrued liabilities, amounts due to shareholders and income taxes payable approximate 
their carrying values due to the short-term nature of those instruments.  
 

(b) Risks Associated with Financial Assets and Liabilities 
 
The Corporation has exposure to the following risks from its use of financial instruments: 

 Credit risk 
 Liquidity risk 
 Market risk 

 
This note presents information about the Corporation’s exposure to each of the above risks. 
 
Credit risk 
 
Credit risk is the risk of financial loss to the Corporation if a customer to a financial instrument fails to meet its 
contractual obligations.  The Corporation’s exposure to credit risk includes cash and cash equivalents, term 
deposits and accounts receivable. The Corporation reduces its credit risk on cash and cash equivalents and term 
deposits by maintaining its bank accounts and term deposits at large international financial institutions.  
Accounts receivable consist predominately of a grant receivable from a program of the Canadian government 
and GST input tax credit recoverable. As such, management has concluded that the Corporation has no 
significant credit risk.  The maximum exposure to credit risk is equal to the value of the financial assets. 
 
Liquidity risk 
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they become 
due. Cash and cash equivalents are held in bank accounts and are available on demand. 

 
Market risk 
 
Market risk is the risk that fluctuations in interest rates and foreign currency rates will affect the Corporation’s 
net income (loss) and comprehensive income (loss) or the value of its financial assets and liabilities. The 
Corporation has no significant market risk exposure at September 30, 2018 other than currency risk, as discussed 
below. 
 
The Corporation is exposed to financial risk related to the fluctuation of foreign exchange rates and the degree 
of volatility of those rates. Currency risk is limited to the portion of the Corporation’s business transactions 
denominated in USD, primarily cash and expenses incurred in USD. 
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Exchange rate fluctuations for foreign currency transactions can cause cash flows as well as amounts recorded 
in the consolidated statements of comprehensive income (loss) to vary from period to period and not necessarily 
correspond to those forecasted in operating budgets and projections. Additional earnings variability arises from 
the translation of monetary assets and liabilities denominated in currencies other than the CAD at the rates of 
exchange at each consolidated statement of financial position date, the impact of which is reported as foreign 
exchange gain or loss in the consolidated statements of comprehensive income or loss. The Corporation does 
not believe a sudden change in foreign exchange rates would impair or enhance its ability to pay its USD 
denominated obligations. 
 
The following table presents the significant items in the original currencies exposed to currency risk as at 
September 30, 2018 and December 31, 2017: 
 

 September 30, 
2018 

December 31, 
2017 

Cash $US 89,574 $US 295,539 
Net holdings $US 89,574 $US 295,539 
Impact of 5% strengthening of USD based on above exposure $ 5,798 $ 18,538 

 
 

Note 5 – Property, Plant and Equipment 
 

 
Corporate and 

other assets 
Cost  
Balance at December 31, 2016 $ 29,302  
Additions - 
Balance at December 31, 2017 $ 29,302  
Additions - 

                         Balance at September 30, 2018                $ 29,302 

 
Corporate and 

other assets 

Accumulated depletion and depreciation  

Balance at December 31, 2016 $ (2,930) 
Charge for the year (5,274) 
Balance at December 31, 2017 $(8,204)  
Charge for the period (3,165) 
Balance at September 30, 2018 $ (11,369)  
  

 
Corporate and 

other assets 

Net book value  

As at December 31, 2017 $ 21,098 
As at September 30, 2018 $ 17,933 
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Note 6 - Share Capital 
 

(a) Authorized 
 
Unlimited number of common shares without par value. 
Unlimited number of preferred shares issuable in series. 
 

(b) Issued and outstanding common shares 
 

 
Number of 

Shares 
Amount 

$ 
Common shares at December 31, 2016, 2017  
and September 30, 2018 465,000 $ 90,361  

 
(c) Issued and outstanding employee stock options 

 

 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 
Exercise 

Price $ 
Options at December 31, 2016, 2017 and September 30, 2018 207,500 $ 1.40 

 
Stock options outstanding and the weighted average remaining life of the stock options at September 30, 2018 
are as follows: 
 

 
Options Outstanding Options Vested 

Exercise Price 
 
 
 
 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 

Remaining 
Life 

(years) 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 

Remaining 
Life 

(years) 

$ 1.00 180,000 6.0 180,000 6.0 

$ 4.00 27,500 3.8 27,500 3.8 

 207,500 5.7 207,500 5.7 
 
 

Note 7  - Per Share Amounts 
 

The following table summarizes the weighted average number of common shares used in calculating basic and 
diluted loss per share.  
 

 Three months ended 
September 30, 

Nine months ended 
September 30, 

 2018 2017 2018 2017 

Net income (loss)     

Net income (loss) $ (120,046) $ (105,516)   $ (138,642) $ 110,614   
Weighted average common share 

adjustments 
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Weighted average common shares     
Basic 465,000 465,000 465,000 465,000 
Diluted effect of stock options - - - 135,000 
Fully diluted weighted average common 
shares outstanding 

465,000 465,000 465,000 600,000 

 
As the Corporation incurred a loss in the three and nine months ended September 30, 2018 and three months 
ended September 30, 2017, outstanding options were excluded from diluted loss per share as they are anti-
dilutive. 
 

 
Note 8  - Statements of Comprehensive Income (Loss) Supplementary Information 

General and Administrative Expenses 
 Three months ended 

September 30, 
Nine months ended 

September 30, 
 2018 2017 2018 2017 
Consulting and technical services $ - $ 23,116 $ - $ 28,731 
Salaries, wages and benefits 150,215 112,146 433,723 387,376 
Legal, audit and accounting 3,487 9,492 8,015 67,768 
Travel and meals 3,669 1,237 4,999 4,306 
Corporate and office 5,030 2,483 10,141 9,263 
   $ 162,401 $ 148,474 $ 456,878 $ 497,444 

 
 

Note 9  -  Statements of Cash Flows Supplementary Information 
 

(a) Net change in non-cash working capital 
 Three months ended 

September 30, 
Nine months ended 

September 30, 
 2018 2017 2018 2017 
Term deposits $ - $ - $ - $ 40,396 
Accounts receivable  (116,279) (45,039)  (172,158) (75,039) 
Deposits and prepaid expenses 5,405 770 27,627 8,132 
Income taxes recoverable (13,156) - 6,407 29,132 
Accounts payable and accrued liabilities 15,314 (9,786) (30,361) (84,439) 
Deferred revenue - - - (151,965) 
Income taxes payable - (16,691) 115,766 13,795 
   $ (108,716) $ (70,746)   $ (52,719) $ (219,988) 

 
(b) Supplementary cash flow information 

 
The Corporation paid no taxes during the nine month periods ended September 30, 2018 (September 30, 2017 
– $ nil). 
 
During the nine month periods ended September 30, 2018, the Corporation paid $255 interest (September 30, 
2017 – $7) and received interest of $545 (September 30, 2017 – $413). 
 
Cash and cash equivalents at September 30, 2018 and December 31, 2017 consists of cash held in the 
Corporation’s bank accounts and does not include any short-term investments.  
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Note 10 - Subsequent Events 

 
(a) Serturner Inc. 

 
On December 10, 2018, Epimeron acquired all of the outstanding shares of Serturner in an all share transaction 
by issuing 67,251 shares of Epimeron. 
 

(b) Vindolon Inc. 
 

On December 10, 2018, Epimeron acquired all of the outstanding shares of Vindolon Inc. in an all share 
transaction by issuing 17,450 shares of Epimeron. 
 

(c) Makena Resources Inc. 
 

On December 20, 2018, the Corporation announced an Agreement to complete a series of transactions with 
Makena Resources Inc. (“Makena”) and BioCan Technologies Inc. (“BioCan”), whereby both Epimeron and 
BioCan agreed to be taken over by Makena in an all share transaction which valued each of Epimeron and 
BioCan at $15.0 million and would result in a combined entity which is publicly listed on the Canadian Stock 
Exchange. The Agreement is subject to a number of conditions including the completion of a non-brokered 
private placement of up to an aggregate of $15.0 million. 
 
 



Consolidated Financial Statements of

EPIMERON INC.

As at and for the years ended December 31, 2017 and 2016



KPMG LLP
205 5th Avenue SW
Suite 3100
Calgary AB
T2P 4B9
Telephone (403) 691-8000
Fax (403) 691-8008
www.kpmg.ca

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. KPMG Canada provides services to KPMG
LLP.

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of Epimeron Inc.

We have audited the accompanying consolidated financial statements of Epimeron Inc.,
which comprise the consolidated statement of financial position as at December 31, 2017,
the consolidated statements of comprehensive income (loss), changes in equity and cash
flows for the year then ended, and notes, comprising 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 audit. We conducted our audit 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
our 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, we consider 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 audit is sufficient and appropriate
to provide a basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects,
the consolidated financial position of Epimeron Inc. as at December 31, 2017, and its
consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with International Financial Reporting Standards.

Chartered Professional Accountants

January 29, 2019
Calgary, Canada
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Epimeron Inc.
Consolidated Statements of Financial Position

As at December 31
2017 2016

Assets
Current

Cash and cash equivalents $ 453,857 $ 567,659 
Term deposits 30,000 70,396
Accounts receivable – Note 7 77,070 42,251
Deposits and prepaid expenses 29,221 16,390
Income taxes recoverable 6,407 29,132

596,555 725,828

Property, plant and equipment – Note 8 21,098 26,372
Long-term investments – Note 9 330,000 330,000
Due from related parties – Note 10 9,599 1,981
Deferred income tax asset – Note 14 42,048 39,395

$ 999,300 $ 1,123,576
Liabilities
Current

Accounts payable and accrued liabilities $ 46,216 $ 99,055
Due to shareholders – Note 10 675 582
Deferred revenue – Note 11 - 151,965

46,891 251,602

Shareholders Equity
Share capital – Note 12 90,361 90,361
Contributed surplus – Note 12 284,048 284,048
Retained earnings 578,000 497,565
Total Equity 952,409 871,974

$ 999,300 $ 1,123,576

See accompanying notes to these consolidated financial statements.

Approved by the Board of Directors and authorized for issue on January 29, 2019:

(signed) Joseph Tucker Director

(signed) Peter Facchini Director
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Epimeron Inc.
Consolidated Statements of Comprehensive Income (Loss)

For the years ended December 31

2017 2016

Revenues
License and research revenue $ 1,099,433 $ 495,180

Expenses
Research costs 295,040 313,598
General and administrative – Note 15 682,110 413,161
Amortization and depreciation – Note 8 5,274 2,930
Stock based compensation – Note 12 - 88,527
Foreign exchange loss 27,218 43,154

1,009,642 861,370

Income (loss) from operations 89,791 (366,190)

Other income
Interest 706 844
Gain on disposal of assets – Note 9 - 289,800

706 290,644

Income (loss) before income taxes 90,497 (75,546)

Income tax provision (recovery) – Note 14 10,062 (29,674)

Net income (loss) and comprehensive income (loss) $ 80,435 $ (45,872)

Income (loss) per share: Note 13
Basic $ 0.17 ($ 0.08)
Diluted $ 0.13 ($ 0.08)

Supplementary statements of comprehensive income and loss information – Note 15

See accompanying notes to these consolidated financial statements.



Page 4 Epimeron Inc.

Epimeron Inc.
Consolidated Statements of Changes in Equity

For the years ended December 31
2017 2016

Common shares:
Balance beginning of year $ 90,361 $ 90,361

Balance end of year $ 90,361 $ 90,361
Contributed surplus:

Balance beginning of year $ 284,048 $ 195,521
Stock-based compensation - 88,527

Balance end of year $ 284,048 $ 284,048
Retained earnings:

Balance beginning of year $ 497,565 $ 543,437
Net income (loss) for the year 80,435 (45,872)

Balance end of year $ 578,000 $ 497,565
$ 952,409 $ 871,974

See accompanying notes to these consolidated financial statements.
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Epimeron Inc.
Consolidated Statements of Cash Flows

For the years ended December 31

2017 2016

Cash provided by (used for):
Operating activities

Net income (loss) $ 80,435 $ (45,872)
Items not affecting cash and cash equivalents:

Depreciation – Note 8 5,274 2,930
Gain on disposal of intangible assets - (289,800)
Increase in deferred tax assets – Note 14 (2,653) (30,848)
Stock based compensation – Note 12 - 88,527

83,056 (275,063)

Net change in non-cash working capital – Note 16 (189,333) (16,680)

(106,277) (291,743)
Financing activities

Amounts due from related parties – Note 10 (7,618) (1,981)
Amounts due to shareholders – Note 10 93 (14,904)

(7,525) (16,885)
Investing activities

Expenditures on property, plant and equipment – Note 8 - (29,302)
- (29,302)

Decrease in cash and cash equivalents (113,802) (337,930)
Cash and cash equivalents, beginning of year 567,659 905,589

Cash and cash equivalents, end of year $ 453,857 $ 567,659 

Supplementary cash flow information – Note 16

See accompanying notes to these consolidated financial statements.
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Note 1  -  Reporting Entity 
 
Epimeron Inc. (“Epimeron” or the “Corporation”) was incorporated on March 10, 2014 under the laws of 
Alberta. Epimeron is domiciled in Alberta, Canada. The address of the Corporation’s registered office is 
Suite 120, 4838 Richard Road S.W., Calgary, Alberta, Canada, T3E 6L1. 
 
Epimeron is a biotech company focused on ancillary products and services for the opioid industry with a 
head office and operations in Calgary, Alberta. 
 
The consolidated financial statements include the accounts of Epimeron Inc. and its wholly-owned subsidiary 
(together referred to as the “Corporation” and individually as the “subsidiary of the Corporation”). 
 
These consolidated financial statements were approved and authorized for issuance by the Board of Directors 
on January 29, 2019. 
 
 

Note 2  - Basis of Presentation and Nature of Operations 
 
These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and 
Interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”). 
 
Unless otherwise stated, these consolidated financial statements are presented in Canadian (CDN) dollars, 
which is also the Corporation’s functional currency. 
 
The preparation of consolidated financial statements in compliance with IFRS requires management to make 
certain critical accounting estimates. It also requires management to exercise judgement in applying the 
Corporation’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas 
where assumptions and estimates are significant to the consolidated financial statements are disclosed in Note 
4. 
 
 

Note 3  - Significant Accounting Policies 
 
The accounting policies set out below have been applied consistently to all years presented in these 
consolidated financial statements. 
 
a) Basis of Consolidation 

 
The financial statements of the subsidiary are included in the consolidated financial statements from the date 
on which control commences until the date on which control ceases. Subsidiaries are entities controlled by 
the Corporation. Control is present where the Corporation has the power to govern the financial and operating 
policies of the entity so as to obtain benefits from its activities. In assessing control, potential voting rights 
that are currently exercisable are taken into consideration. The accounting policies are changed when 
necessary to align them with the policies adopted by the Corporation. 
 
Intercompany balance and transactions, revenues and expenses resulting from transactions between 
subsidiaries and with the Corporation are eliminated in preparing the consolidated financial statements. 
 
b) Foreign currencies 
 
Transactions in foreign currencies are translated to the functional currency at exchange rates in effect at the 
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting 
date are translated to the functional currency at the exchange rate in effect at that date. The foreign currency 
gain or loss on monetary items is the difference between amortized cost in the functional currency at the 
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beginning of the reporting year, adjusted for effective interest and payments during the reporting year, and 
the amortized cost in foreign currency translated at the exchange rate in effect at the end of the reporting year. 
 
Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are 
translated to the functional currency at the exchange rate in effect at the date on which the fair value was 
determined. Non-monetary items that are measured at historical cost in a foreign currency are translated using 
the exchange rate in effect at the date of the transaction. Foreign currency differences arising on translation 
are recognized in net profit, except for differences arising on the translation of available-for-sale equity 
instruments, which are recognized in other comprehensive income. 
 
c) Revenue Recognition 

 
Payments received under a joint research agreement may include research services, milestone payments and 
royalties and licence fees. Revenues for each unit of accounting are recorded as described below. 
 

(i) Royalties and licence fees are recognized when conditions and events under the licence agreement 
have occurred, the Corporation can make a reasonable estimate of the amount earned and 
collectibility is reasonably assured. 

(ii) Research services receipts are deferred and recognized as revenue on a systematic basis over the 
period during which the related products or services are delivered and all obligations are 
performed. 

(iii) Revenues subject to the achievement of milestones are recognized only when the specified events 
have occurred and collectibility is reasonably assured. 

 
d) Cash and Cash equivalents 
 
Cash and cash equivalents includes cash-on-hand, demand deposits with financial institutions and other short-
term, highly liquid investments with original maturities of three months or less that are readily convertible to 
known amounts of cash and subject to an insignificant risk of change in value. 
 
e) Property, Plant and Equipment 

 
Equipment are recorded at cost, less accumulated depreciation and accumulated impairment losses. The 
initial cost of equipment comprises their purchase price. The useful lives of equipment are reviewed at least 
once per year. When parts of an item of equipment have different useful lives, they are accounted for as 
separate items (major components) of equipment. Equipment is depreciated over three years using the 
straight-line method based on their estimated useful lives. 

 
f) Intangible Assets 

 
Research and Development 
 
Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical 
knowledge and understanding, is expensed as incurred. 
 
Development activities involve a plan or design for the production of new or substantially improved products 
and processes. A development expenditure is capitalized only if development costs can be measured reliably, 
the product or process is technically and commercially feasible, future economic benefits are probable and 
the Corporation intends to and has sufficient resources to complete development and to use or sell the asset. 
These criteria are usually met when it has been determined that it is considered highly probable that the 
product or process can be patented and the regulatory filing has begun. The expenditure capitalized includes 
the cost of material, direct labour, legal and consulting costs associated with filing the patent and overhead 
costs that are directly attributable to preparing the asset for its intended use. Other development expenditures 
are expensed as incurred. Capitalized development expenditures are measured at cost less accumulated 
amortization and accumulated impairment loss. 
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g) Deferred revenue 

 
Prepayments received on joint research agreements are classified as deferred revenue until all the criteria for 
recognizing the revenue has been met. 

 
 
h) Financial Instruments 
 
Non-derivative Financial Assets 
Financial assets are classified as either financial assets at fair value through profit or loss, loans and 
receivables, held to maturity investments, or available for sale financial assets, as appropriate. When financial 
assets are recognized initially, they are measured at fair value, plus, in the case of investments not at fair 
value through profit or loss, transaction costs. The Corporation considers whether a contract contains an 
embedded derivative when the Corporation first becomes a party to the contract.  Embedded derivatives are 
separated from the host contract which is not measured at fair value through profit or loss when the analysis 
shows that the economic characteristics and risks of embedded derivatives are not closely related to those of 
the host contract. The Corporation determines the classification of its financial assets at initial recognition 
and, where allowed and appropriate, re-evaluates this designation at each financial period end. 
 
Loans and Receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market. After initial measurement, such financial assets are subsequently measured at 
amortized cost using the effective interest rate method, less impairment. Amortized cost is calculated by 
taking into account any discount or premium on acquisition and fee or costs that are an integral part of the 
effective interest rate. The amortization is included in finance income in the statement of comprehensive 
income (loss). The losses arising from impairment are recognized in the statement of comprehensive income 
(loss) as a finance cost. 
 
The Corporation’s cash and cash equivalents, term deposits and accounts receivable are classified as loans 
and receivables. 
 
Non-derivative Financial Liabilities 
Financial liabilities are classified as financial liabilities at fair value through profit or loss, or other liabilities, 
as appropriate. The Corporation determines the classification of its financial liabilities at initial recognition. 
All financial liabilities are recognized initially at fair value, net of directly attributable transaction costs. 
 
Share Capital 
Share capital is classified as shareholders’ equity. Incremental costs directly attributable to the issue of 
common shares are recognized as a deduction from shareholders’ equity, net of any tax effects. 
 
i) Impairment 

 
Financial Assets 
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that 
it is impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more 
events have had a negative effect on the estimated future cash flows of that financial asset. An impairment 
loss in respect of a financial asset, measured at amortized cost, is calculated as the difference between its 
carrying amount and the present value of the estimated future cash flows discounted at the original effective 
interest rate. Material financial assets are tested for impairment on an individual basis. The remaining 
financial assets are assessed collectively in groups that share similar credit risk characteristics. 
 
For financial assets, an impairment loss is reversed if the reversal can be related objectively to an event 
occurring after the impairment loss was recognized. 
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All impairment losses are recognized in the statement of profit or loss. 
 
Non-financial Assets 
The Corporation assesses at each reporting date whether there is any indication that an asset may be impaired. 
If indicators are present, the assets are written down to their recoverable amount being the higher of an asset’s 
fair value less costs to sell and its value-in-use. 
 
j) Income Taxes 
 
Current Income Tax 
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected 
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount 
are those that are enacted or substantially enacted, at the reporting date. 
 
Current income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of profit or loss. Management periodically evaluates positions taken in the tax returns with respect 
to situations in which applicable tax regulations are subject to interpretation and establishes provisions where 
appropriate. 
 
Deferred Income Tax 
Deferred income tax is provided on temporary differences at the statement of financial position date between 
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. Deferred 
income taxes are recognized for all taxable temporary differences, except: 
 
- where deferred income tax arises from the initial recognition of goodwill or of an asset or liability in a 
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting 
earnings nor taxable earnings or loss; and 
- in respect of taxable temporary differences associated with the investments in subsidiaries, associates and 
interests in joint ventures, where the timing of the reversal of the temporary differences can be controlled and 
it is probable that the temporary differences will not reverse in the foreseeable future. 
 
Deferred income tax assets are recognized for all deductible temporary differences, carry forward of unused 
tax credits and unused tax losses, to the extent that it is probable that taxable earnings will be available against 
which the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses 
can be utilized. The carrying amount of deferred income tax assets is reviewed at the statement of financial 
position date and reduced to the extent that it is no longer probable that sufficient taxable earnings will be 
available to allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred income 
tax assets are reassessed at each statement of financial position date and are recognized to the extent that is 
has become probable that future taxable earnings will allow the deferred tax asset to be recovered. 
 
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year 
when the asset is realized, or the liability is settled, based on tax rates (and tax laws) that have been enacted 
or substantively enacted at the end of the reporting period. 
 
Deferred income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of income. Deferred income tax assets and deferred income tax liabilities are offset, if a legally 
enforceable right exists to set off current tax assets against current income tax liabilities and the deferred 
income taxes relate to the same taxable entity and the same taxation authority. 
 
k) Share Capital 

 
Equity instruments are contracts that give a residual interest in the net assets of the Corporation. Financial 
instruments issued by the Corporation are classified as equity only to the extent that they do not meet the 
definition of a financial liability or financial asset. The Corporation’s common shares are classified as equity 
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instruments. Incremental costs directly attributable to the issue of new shares or options are shown in equity 
as a deduction, net of tax, from the proceeds. 

 
l) Per Share Amounts 
 
Basic loss per share information is computed by dividing the loss by the weighted average number of shares 
outstanding during the reporting period. The Corporation utilizes the treasury stock method in the 
determination of diluted earnings per share amounts. Under this method, the diluted weighted average 
number of shares is calculated assuming the proceeds that arise from the exercise of outstanding, in-the-
money options are used to purchase common shares of the Corporation at their average market price for the 
period. The weighted average number of shares outstanding is then adjusted by the net change. 
 
m) Share-based Payments 

 
The Corporation uses the fair value method for valuing stock option grants using the Black-Scholes option 
pricing model. Under this method, the compensation cost attributable to stock options granted is measured at 
the fair value at the date of the grant and expensed over the vesting period with a corresponding increase to 
contributed surplus. A forfeiture rate is estimated on the grant date and is subsequently adjusted each period 
to reflect the actual number of options that are expected to vest. Upon exercise of stock options, consideration 
received together with the amount previously recognized in contributed surplus is recorded as an increase to 
share capital. 

 
n) Term deposits 

 
Term deposits include investments with original maturities of greater than three months and less than twelve 
months that are readily convertible to known amounts of cash and subject to an insignificant risk of change 
in value. 

 
o) Investment Tax Credits and Government Assistance 

 
The benefits of investment tax credits (“ITCs”) for scientific research and experimental development 
expenditures (“SRED”) are recognized in the year the qualifying expenditure is made providing there is 
reasonable assurance of recoverability. The investment tax credits recorded are based on management’s 
estimates of amounts expected to be recovered and are subject to audit by taxation authorities. The investment 
tax credit reduces the carrying cost of expenditures for research and development or equipment to which they 
relate. 
 
Research grants are recognized as a recovery of research expenditures in the statement of comprehensive 
income when there is reasonable assurance that the Corporation will comply with the conditions attached to 
them and that the grants will be received. The Corporation only recognizes grant proceeds on the statement 
of comprehensive income when the proceeds have been spent on research expenses. Grant amounts received 
in advance are recorded as deferred grant proceeds. 

 
p) Future Accounting Pronouncements 
 
The standards listed below include only those which the Corporation reasonable expects may be applicable 
to the Corporation at a future date. The Corporation is currently assessing the impact of the standards on the 
consolidated financial statements. 
 
IFRS 15 Revenue from Contracts with Customers 
 
On May 28, 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers. The new standard is 
effective for annual periods beginning on or after January 1, 2018. IFRS 15 will replace IAS 11, Construction 
Contracts, IAS 18, Revenue, IFRS 13, Customer Loyalty Programmes, IFRIC 15, Agreements for the 
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Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 31, Revenue - Barter 
Transactions Involving Advertising Services. 
 
On April 12, 2016, the IASB issued Clarification to IFRS 15, Revenue from Contracts with Customers, which 
is effective at the same time as IFRS 15. 
 
The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time. The model features a contract-based five-step analysis 
of transactions to determine whether, how much and when revenue is recognized. New estimates and 
judgments have been introduced, which may affect the amount and/or timing of revenue recognized. 
 
The new standard applies to contracts with customers. It does not apply to insurance contracts, financial 
instruments or lease contracts, which fall in the scope of other IFRSs. 
 
The clarifications to IFRS 15 provide additional guidance with respect to the five-step analysis, transition, 
and the application of the standard to licenses of intellectual property. 
 
The Corporation will adopt IFRS 15 and the clarification in its financial statements for the annual period 
beginning on January 1, 2018. The Corporation has not yet evaluated the impact of IFRS 15. 
 
 
IFRS 9 Financial Instruments 
 
This standard was issued by IASB in July 2014 and is effective for annual periods beginning on or after 
January 1, 2018. 
 
IFRS 9 will replace IAS 39 Financial Instruments: Recognition and Measurement and IFRIC 9 Reassessment 
of Embedded Derivatives. The main features introduced by this new standard compared with the predecessor 
IFRS are as follows: 
 

 Classification and measurement of financial assets: 
Debt instruments are classified and measured on the basis of the entity’s business model for 
managing the asset and its contractual cash flow characteristic as either: “amortized cost”, “fair 
value through other comprehensive income”, or “fair value through profit or loss” (default). Equity 
instruments are classified and measured as “fair value through profit or loss” unless upon initial 
recognition elected to be classified as “fair value through other comprehensive income”. 

 Classification and measurement of financial liabilities: 
When an entity elects to measure a financial liability at fair value, gains or losses due to changes in 
the entity’s own credit risk is recognized in other comprehensive income (as opposed to previously 
profit or loss). This change may be adopted early in isolation of the remainder of IFRS 9. 

 Impairment of financial assets: 
An expected credit loss impairment model replaced the incurred loss model and is applied to 
financial assets at “amortized cost” or “fair value through other comprehensive income”, lease 
receivables, contract assets or loan commitments and financial guarantee contracts. An entity 
recognizes twelve-month expected credit losses if the credit risk of a financial instrument has not 
increased significantly since initial recognition and lifetime expected credit losses otherwise. 

 Hedge accounting: 
Hedge accounting remains a choice, however, is now available for a broader range of hedging 
strategies. Voluntary termination of a hedging relationship is no longer permitted. Effectiveness 
testing now needs to be performed prospectively only. Entities may elect to continue to applying 
IAS 39 hedge accounting on adoption of IFRS 9 (until the IASB has completed its separate project 
on the accounting for open portfolios and macro hedging). 

 Derecognition: 
The requirements for the derecognition of financial assets and liabilities are carried forward from 
IAS 39. 
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The Corporation has not completed its evaluation of the impact of IFRS 9 but it is not expected to be 
significant. 
 
IFRS 16 Leases 
 
This standard was issued by IASB in January 2016 and will be effective for annual periods beginning on or 
after January 1, 2019. Earlier application is permitted for entities that also apply IFRS 15 Revenue from 
Contracts with Customers. 
 
This new standard sets out the principles for the recognition, measurement, presentation and disclosure of 
leases for both the lessee and the lessor. The new standard introduces a single lessee accounting model that 
requires the recognition of all assets and liabilities arising from a lease. 
 
The main features of the new standard are as follows: 

 An entity identifies as a lease a contract that conveys the right to control the use of an identified 
asset for a period of time in exchange for consideration. 

 A lessee recognizes an asset representing the right to use the leased asset, and a liability for its 
obligation to make lease payments. Exceptions are permitted for short-term leases and leases of low-
value assets. 

 A lease asset is initially measured at cost, and is then depreciated similarly to property, plant and 
equipment. A lease liability is initially measured at the present value of the unpaid lease payments. 

 A lessee presents interest expense on a lease liability separately from depreciation of a lease asset 
in the statement of profit or loss and other comprehensive income. 

 A lessor continues to classify its leases as operating leases or finance leases, and to account for them 
accordingly. 

 A lessor provides enhanced disclosures about its risk exposure, particularly exposure to residual-
value risk. 

 
The new standard supersedes the requirements in IAS 17 Leases, IFRIC 4 Determining whether an 
Arrangement contains a Lease, SIC-15 Operating Leases – Incentives, and SIC-27 Evaluating the Substance 
of Transactions Involving the Legal Form of a Lease. The Corporation has not yet evaluated the impact of 
IFRS 16. 
 
 

Note 4 - Use of Estimates and Judgements 
 
The Corporation makes estimates and assumptions about the future that affect the reported amounts of assets 
and liabilities. Estimates and judgements are continually evaluated based on historical experience and other 
factors, including expectations of future events that are believed to be reasonable under the circumstances. 
In the future, actual experience may differ from these estimates and assumptions. 
 
The effect of a change in an accounting estimate is recognized prospectively by including it in comprehensive 
income (loss) in the period of the change, if the change affects that period only, or in the period of the change 
and future periods, if the change affects both. 
 
Information about critical judgements in applying accounting policies that have the most significant risk of 
causing material adjustment to the carrying amounts of assets and liabilities recognized in the consolidated 
financial statements within the next financial period are discussed below: 
 
Estimate of useful life of intangible assets 
 
In the determination of the estimated useful life for intangible assets, which include the Corporation’s patents, 
management assesses a variety of internal and external factors such as the expected usage of the intangible 
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assets by the Corporation, technical or commercial obsolescence and expected actions by competitors or 
potential competitors. 
 
Application of going concern assumption 
 
The assessment of whether the going concern assumption is appropriate requires management to take into 
account all available information about the future, which is at least, but is not limited to, 12 months from the 
end of the reporting period. 
 
Asset impairments 
 
In the determination of potential impairment changes, management looks at the higher of value in use or fair 
value less costs to sell in the case of assets and at significant or prolonged decline of fair value on financial 
assets indicating impairment. These determinations and their individual assumptions require that 
management make a decision based on the best available information at each reporting period. 
 
Share-based payments 
 
Management determines costs for share-based payments using market-based valuation techniques. The fair 
value of the market-based share awards are determined at the date of grant using generally accepted valuation 
techniques. Assumptions are made and judgement used in applying valuation techniques. These assumptions 
and judgements include estimating the future volatility of the stock price, expected dividend yield, future 
employee turnover rates and future employee stock option exercise behaviors and corporate performance. 
Such judgements and assumptions are inherently uncertain. Changes in these assumptions affect the fair value 
estimates. 
 
 

Note 5    - Capital Management 
 
The Corporation’s objectives when managing capital are to safeguard the Corporation’s ability to continue 
as a going concern in order to complete research, obtain patents, commercialize products and generate 
positive operational cash flow and to maintain a flexible capital structure which optimizes the costs of capital 
at an acceptable risk. 
 
The Corporation manages its capital to maintain statement of financial position strength in order to meet the 
Corporation’s strategic growth objectives. 
 

As at 
 December 31, 

2017 
December 31, 

2016 

Current assets  $ 596,555 $ 725,828 
Less:    
Current liabilities  46,891 251,602 
Total net working capital  $ 549,664 $ 474,226 

Share capital  $ 90,361 $ 90,361 
 
The Corporation periodically reviews certain quantitative measures of its capital structure, in order to 
understand its position relative to industry peers. The Corporation does not set certain limits or ranges with 
respect to these quantitative measures. 
 
The Corporation has the ability to adjust its capital structure by issuing new equity or making adjustments to 
its administrative and research and development expenditure program to the extent the expenditures are not 
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committed. The Corporation considers its capital structure at this time to include shareholders’ equity. As at 
December 31, 2017, shareholders’ equity was $952,409 (December 31, 2016 - $871,974). 
 
 

Note 6 - Financial Instruments and Risk Management 
 
The Board of Directors has overall responsibility for the establishment and oversight of the Corporation’s risk 
management framework. The Corporation’s financial instruments at December 31, 2017 include cash and cash 
equivalents, term deposits, accounts receivable and accounts payable and accrued liabilities. 
 

(a) Fair Values of Financial Instruments 
 
The fair value of cash and cash equivalents, term deposits, accounts receivable, income taxes recoverable,  
accounts payable and accrued liabilities and amounts due to and from related parties and shareholders  
approximate their carrying values due to the short-term nature of those instruments. 
 

(b) Risks Associated with Financial Assets and Liabilities 
 
The Corporation has exposure to the following risks from its use of financial instruments: 

 Credit risk 
 Liquidity risk 
 Market risk 

 
This note presents information about the Corporation’s exposure to each of the above risks. 
 
Credit risk 
 
Credit risk is the risk of financial loss to the Corporation if a customer to a financial instrument fails to meet its 
contractual obligations.  The Corporation’s exposure to credit risk includes cash and cash equivalents, term 
deposits and accounts receivable. The Corporation reduces its credit risk on cash and cash equivalents and term 
deposits by maintaining its bank accounts and term deposits at large international financial institutions.  
Accounts receivable consist predominately of a grant receivable from a program of the Canadian government 
and GST input tax credit recoverable. As such, management has concluded that the Corporation has no 
significant credit risk.  The maximum exposure to credit risk is equal to the value of the financial assets. 
 
Liquidity risk 
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they become 
due. Cash and cash equivalents are held in bank accounts and are available on demand. 

 
Market risk 
 
Market risk is the risk that fluctuations in interest rates and foreign currency rates will affect the Corporation’s 
net income (loss) and comprehensive income (loss) or the value of its financial assets and liabilities. The 
Corporation has no significant market risk exposure at December 31, 2017 other than currency risk, as discussed 
below. 
 
The Corporation is exposed to financial risk related to the fluctuation of foreign exchange rates and the degree 
of volatility of those rates. Currency risk is limited to the portion of the Corporation’s business transactions 
denominated in USD, primarily cash and expenses incurred in USD. 
 
Exchange rate fluctuations for foreign currency transactions can cause cash flows as well as amounts recorded 
in the consolidated statements of comprehensive income (loss) to vary from period to period and not necessarily 
correspond to those forecasted in operating budgets and projections. Additional earnings variability arises from 
the translation of monetary assets and liabilities denominated in currencies other than the CAD at the rates of 
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exchange at each consolidated statement of financial position date, the impact of which is reported as foreign 
exchange gain or loss in the consolidated statements of comprehensive income or loss. The Corporation does 
not believe a sudden change in foreign exchange rates would impair or enhance its ability to pay its USD 
denominated obligations. 
 
The following table presents the significant items in the original currencies exposed to currency risk as at 
December 31, 2017 and 2016: 
 

 December 31, 
2017 

December 31, 
2016 

Cash $US 295,539 $US 317,057 
Net holdings $US 295,539 $US 317,057 
Impact of 5% strengthening of USD based on above exposure $ 18,538 $ 21,286 

 
 

Note 7 – Accounts Receivable 
 

 December 31, 
2017 

December 31, 
2016 

Recoverable GST input tax credits $ 10,390 $ 5,001 

Grant receivable 66,680 37,250 

 $ 77,070 $ 42,251 
 

Management considers that the fair value of these receivables, which are expected to be recovered quarterly, 
are not materially different from their carrying amounts because these amounts have short maturity periods on 
inception. 
 
 

Note 8 – Property, Plant and Equipment 
 

 
Corporate and 

other assets 
Cost  
Balance at December 31, 2016 $ -  
Additions 29,302 
Balance at December 31, 2016 $ 29,302  
Additions - 

                         Balance at December 31, 2017                $ 29,302 

 
Corporate and 

other assets 

Accumulated depletion and depreciation  

Balance at December 31, 2015 $ - 
Charge for the year 2,930 
Balance at December 31, 2016 $ 2,930  
Charge for the year 5,274 
Balance at December 31, 2017 $ 8,204  
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Corporate and 

other assets 

Net book value  

As at December 31, 2016 $ 26,372 
As at December 31, 2017 $ 21,098 

   
  
Note 9      - Long-term Investments 

 
In 2016, certain acquired patents with a book value of $40,200 were sold to Serturner Inc., in exchange for 1,000 
non-voting shares which are redeemable for $330 per share and have a fair market value of $330,000. Serturner 
Inc. was incorporated as a wholly owned subsidiary of the Corporation to hold certain acquired patents of the 
Corporation. Immediately after the sale of the patents, the Corporation distributed all of its common shares of 
Serturner Inc. to its shareholders at which point the Corporation’s only remaining interest in Serturner Inc. was 
the redeemable shares. The Corporation classifies its redeemable shares in Serturner Inc. as a long-term 
investment.  A gain of $289,800 was recorded on the transaction. 

 
 
Note 10    - Amounts Due to and from Related Parties 

 
 December 31, 

2017 
December 31, 

2016 
Due from Serturner Inc. $ 827 $ 827 
Due from Vindolon Inc. 8,772 1,154 
Total due from related parties $9,599 $ 1,981 
Due to shareholders $ 675 $ 582 

 
Management considers that the fair value of these amounts, which are expected to be recovered regularly, are 
not materially different from their carrying amounts because these amounts have short maturity periods on 
inception.  See Notes 9, 17 and 18 for a description of the Corporation’s relationships with Serturner Inc. and 
Vindolon Inc. 
 

 
Note 11 - Deferred Revenue 
 

Deferred revenue consists of payments received from a third party with whom Epimeron has a joint research 
and licensing agreement. The payments are made quarterly and in advance of the period to which they pertain 
and are not taken into revenue until the end of period and the work has been performed. 

 
 
Note 12 - Share Capital 
 

(a) Authorized 
 
Unlimited number of common shares without par value. 
Unlimited number of preferred shares issuable in series. 
 

(b) Issued and outstanding common shares 
 

 
Number of 

Shares 
Amount 

$ 
Common shares at December 31, 2015, 2016 and 2017 465,000 $ 90,361  
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(c) Issued and outstanding employee stock options 

 

 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 
Exercise 

Price $ 
Options at December 31, 2015 185,000 $1.08 
Issued during 2016 22,500 $ 4.00 

Options outstanding and exercisable at December 31, 2017 and 
2016 207,500 $ 1.40 

 
On January 1, 2016, the Corporation issued 22,500 options to certain employees and directors of the 
Corporation. The options vested immediately and had an exercise price of $4.00 and an expiry date of December 
31, 2021. 
 
During the year ended December 31, 2017, the Corporation recorded an expense of $ nil (December 31, 2016 
– $88,527) to stock-based compensation expense recognizing the stock option activity for the period based on 
the fair value of options issued. 
 
Stock options outstanding and the weighted average remaining life of the stock options at December 31, 2017 
are as follows: 
 

 
Options Outstanding Options Vested 

Exercise Price 
 
 
 
 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 

Remaining 
Life 

(years) 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 

Remaining 
Life 

(years) 

$ 1.00 180,000 6.7 180,000 6.7 

$ 4.00 27,500 4.6 27,500 4.6 

 207,500 6.4 207,500 6.4 
 
The Black-Scholes option pricing model was used to determine the fair value of options granted using the 
following assumptions: 
 

  

Year ended 
December 31, 

2016 
Risk free interest rate (%)  0.80 
Dividend yield  - 

Average expected life (years)  6 

Average expected volatility (%)  195 

Forfeiture rate (%)  0 
 

 
Note 13  - Per Share Amounts 
 

The following table summarizes the weighted average number of common shares used in calculating basic and 
diluted income (loss) per share.  
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 December 31, 
2017 

December 31, 
2016 

Net income (loss)   

Net income (loss) $ 80,435 $ (45,872)   
Weighted average common share adjustments   

Weighted average common shares outstanding,   
Basic 465,000 465,000 
Diluted effect of stock options 135,000 - 
Fully diluted weighted average common shares outstanding 600,000 465,000 

 
As the Corporation incurred a loss in 2016, outstanding options were excluded from diluted loss per share as 
they are anti-dilutive. 
 
The average market value of the Corporation’s shares for purposes of calculating the dilutive effect of share 
options was based on the latest price at which shares were issued as of the end of the period. 
 
 

Note 14 –  Income Taxes 
 

(a) Deferred Income Tax Expense (Recovery) 
 

The income taxes shown on the statements of comprehensive income (loss) differ from amounts obtained by 
applying statutory rates due to the following: 
 

 
December 

31, 
2017 

December 
31, 

2016 
Income (loss) before income taxes $ 90,497 $ (75,546) 

Statutory income tax rate 27.0% 27.0% 

Expected income tax expense (recovery) $ 24,434   $ (20,397)   
Non-deductible items 194 (17,142) 
Amounts related to Scientific Research and Experimental Development 
(“SRED”) 

 
891 

 
2,167 

Change in tax rates and other (707) 5,698 
Reduction in taxes due to small business deduction (14,750) - 
Income tax expense (recovery) $ 10,062 $ (29,674) 

 
In 2017, the blended statutory tax rate was 27.0% (2016 – 27.0%). The rate comprises of the federal rate of 15% 
and the provincial rate of 12%. 
 

(b) Deferred Income Tax Asset 
 

The components of deferred income tax are as follows: 
 

 December 31, 
2017 

December 31, 
2016 

Patent costs $ 90,068  $ 48,103  
Long term investments (40,765) (40,765) 
Non-capital losses - 13,710 
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SRED Expenditures Carry forward - 21,024 
SRED Expenditures Investment Tax Credits (7,255) (2,677) 
Net deferred income tax asset $ 42,048 $ 39,395 

 
As at December 31, 2017, the Corporation had approximately $354,685 (December 31, 2016 - 333,209) in tax 
pools available for deduction against future taxable income. Included in this tax basis are estimated non-capital 
loss carry forwards of approximately $nil (December 31, 2016 - $50,809). 
 
The continuity of deferred income taxes is as follows: 

 December 31, 
2016 

Recognized in 
Profit or Loss 

December 31, 
2017 

Patent costs $ 48,103  $ 41,965  $ 90,068 
Intangible assets - - - 
Long term investments (40,765) - (40,765) 
Non-capital losses 13,710 (13,710) - 
SRED Expenditures Carry forward 21,024 (21,024) - 
SRED Expenditures Investment Tax Credits (2,677) (4,578) (7,255) 
Net deferred income tax asset $ 39,395 $ 2,653 $ 42,048 

 
 

 December 31, 
2015 

Recognized in 
Profit or Loss 

December 31, 
2016 

Patent costs $ 17,442 $ 30,661  $ 48,103  
Intangible assets (3,162) 3,162 - 
Long term investments - (40,765) (40,765) 
Non-capital losses - 13,710 13,710 
SRED Expenditures Carry forward - 21,024 21,024 
SRED Expenditures Investment Tax Credits (5,733) 3,056 (2,677) 
Net deferred income tax asset $ 8,547 $ 30,848 $ 39,395 

 
 
Note 15  - Statements of Comprehensive Income (Loss) Supplementary Information 

 
(a) General and Administrative Expenses 

 December 31, 
2017 

December 31, 
2016 

Consulting and technical services $ 47,990 $ 38,667 
Salaries, wages and benefits 497,300 323,090 
Legal, audit and accounting 113,070 28,626 
Travel and meals 6,282 10,024 
Corporate and office 17,468 12,754 
 $ 682,110  $ 413,161 
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Note 16  -  Statements of Cash Flows Supplementary Information 

 
(a) Net change in non-cash working capital 

 
 December 31, 

2017 
December 31, 

2016 

Operating Activities   
Term deposits $ 40,396 $ 131 
Accounts receivable (34,819) (37,802)  
Deposits and prepaid expenses (12,831) (16,390)   
Income taxes recoverable 22,725 84,964 
Accounts payable and accrued liabilities (52,839) (67,816) 
Income taxes payable - 49,365 
Deferred revenue (151,965) (29,132) 
   $ (189,333)   $ (16,680) 

 
(b) Supplementary cash flow information 

 
The Corporation paid no taxes during the year ended December 31, 2017 (2016 - $131,612). 
 
During the year ended December 31, 2017, the Corporation paid no interest (December 31, 2016 – $3,783) and 
received interest of $487 (December 31, 2016 – $844). 
 
Cash and cash equivalents at December 31, 2017 and December 31, 2016 consists of cash held in the 
Corporation’s bank accounts and does not include any short-term investments.  
 

Note 17 - Related Parties 
 

(a) Key Management Personnel 
 

The key management personnel of the Corporation are the directors, the President and Chief Executive 
Officer and the Senior Vice Presidents. 
 
Key management personnel compensation comprises: 
 

 December 31, 
2017 

December 31, 
2016 

Short-term employee benefits $ 334,703 $ 281,915 
Share-based compensation - 88,527 
   $ 334,703   $ 370,442 

 
On December 31, 2017, the Corporation’s Directors controlled 63% (2016 - 63%) of the voting shares of the 
Corporation. 
 

 
(b) Serturner Inc. 

 
On June 17, 2016, certain patents belonging to the Corporation were sold to Serturner Inc., in exchange for 
1,000 redeemable, non-voting shares with fair market value of $330,000. Serturner Inc. was incorporated as a 
subsidiary of the Corporation to hold the acquired patents of the Corporation. Immediately after the transfer, the 
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Corporation paid out 100% of the shares of Serturner Inc. to its shareholders as a dividend, at which point the 
Corporation’s only remaining interest in Serturner Inc. is the redeemable shares. 
 
The Corporation signed an agreement with Serturner which gave it access to 100% of the intellectual property 
of Serturner Inc. for research and non-commercial purposes. In exchange, the Corporation is obligated to pay 
Serturner Inc.’s patent maintenance and ongoing application costs. These costs amounted to $22,000 in 2017 
(2016 - $12,349) and were recorded as research costs. In addition, the Corporation paid other administrative 
costs of $nil (2016 - $827) on behalf of Serturner Inc. which are considered to be recoverable and are classified 
as due from related parties at December 31, 2017. 
 

(c) Vindolon Inc. 
 

Vindolon Inc. is considered to be a related party to the Corporation by virtue of its common shareholder base 
and Directors. The Corporation and Vindolon Inc. cooperate on certain research initiatives. During 2017, the 
Corporation paid patent and other administrative costs of $8,772 (2016 - $1,154) on behalf of Vindolon Inc. 
These costs are considered to be recoverable and are classified as due from related parties at December 31, 
2017. 
 

Note 18 - Subsequent Events 
 

(a) Serturner Inc. 
 
On December 10, 2018, Epimeron acquired all of the outstanding shares of Serturner in an all share transaction 
by issuing 67,251 shares of Epimeron. 
 

(b) Vindolon Inc. 
 

On December 10, 2018, Epimeron acquired all of the outstanding shares of Vindolon Inc. in an all share 
transaction by issuing 17,450 shares of Epimeron. 
 

(c) Makena Resources Inc. 
 

On December 20, 2018, the Corporation announced an Agreement to complete a series of transactions with 
Makena Resources Inc. (“Makena”) and BioCan Technologies Inc. (“BioCan”), whereby both Epimeron and 
BioCan agreed to be taken over by Makena in an all share transaction which valued each of Epimeron and 
BioCan at $15.0 million and would result in a combined entity which is publicly listed on the Canadian Stock 
Exchange. The Agreement is subject to a number of conditions including the completion of a non-brokered 
private placement of up to an aggregate of $15.0 million 
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of Epimeron Inc.

We have audited the accompanying consolidated financial statements of Epimeron Inc.,
which comprise the consolidated statements of financial position as at December 31, 2016
and December 31, 2015, the consolidated statements of comprehensive income (loss),
changes in equity and cash flows for the years then ended, and notes, comprising 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
our 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, we consider 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.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects,
the consolidated financial position of Epimeron Inc. as at December 31, 2016 and December
31, 2015, and its consolidated financial performance and its consolidated cash flows for the
years then ended in accordance with International Financial Reporting Standards.

Chartered Professional Accountants

January 29, 2019
Calgary, Canada
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Epimeron Inc.
Consolidated Statements of Financial Position

As at December 31
2016 2015

Assets
Current

Cash and cash equivalents $ 567,659 $ 905,589
Term deposits 70,396 70,527
Accounts receivable – Note 7 42,251 4,449
Deposits and prepaid expenses 16,390 -
Income taxes recoverable 29,132 -

725,828 980,565

Property, plant and equipment – Note 8 26,372 -
Intangible assets – Note 9 - 40,200
Long-term investments – Note 9 330,000 -
Due from related parties – Note 10 1,981 -
Deferred income tax asset – Note 14 39,395 8,547

$ 1,123,576 $ 1,029,312
Liabilities
Current

Accounts payable and accrued liabilities $ 99,055 $ 14,091
Income taxes payable – Note 14 - 67,816
Due to shareholders – Note 10 582 15,486
Deferred revenue – Note 11 151,965 102,600

251,602 199,993

Shareholders Equity
Share capital – Note 12 90,361 90,361
Contributed surplus – Note 12 284,048 195,521
Retained earnings 497,565 543,437
Total Equity 871,974 829,319

$ 1,123,576 $ 1,029,312

See accompanying notes to these consolidated financial statements.

Approved by the Board of Directors and authorized for issue on January 29, 2019:

(signed) Joseph Tucker Director

(signed) Peter Facchini Director
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Epimeron Inc. 
Consolidated Statements of Comprehensive Income (Loss) 

For the years ended December 31 
  

 2016 2015 
   

Revenues   
License and research revenue $ 495,180 $ 193,688 

   
Expenses   

Research costs 313,598 276,043 
 General and administrative – Note 15 413,161 299,970 
 Amortization and depreciation – Note 8 2,930 - 
 Stock based compensation – Note 12 88,527 19,553 

Foreign exchange loss (gain) 43,154 (91,004) 

 861,370 504,562 
   
Loss from operations 366,190 310,874 
   
Other income   
 Interest 844 1,360 

Gain on disposal of assets – Note 9 289,800 1,116,387 
 290,644 1,117,747 
   
   
Income (loss) before income taxes $ (75,546) $ 806,873 
   
Income taxes (recovery) – Note 14 (29,674) 121,407 
   
Net income (loss) and comprehensive income (loss) $ (45,872) $ 685,466 
   

Income (loss) per share: Note 13   
Basic $ (0.08) $ 1.49 
Diluted $ (0.08) $ 1.15 

 
 

See accompanying notes to these consolidated financial statements. 
 
Supplementary statements of comprehensive income and loss information – Note 15 
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Epimeron Inc. 
Consolidated Statements of Changes in Equity 

For the years ended December 31 
  2016 2015 

Common shares:   

   Balance beginning of year $ 90,361 $ 50,361 
   Private placement of shares - 40,000 
Balance end of year $ 90,361 $ 90,361 
Contributed surplus:   
   Balance beginning of year $ 195,521  $ 175,968 
   Stock-based compensation 88,527 19,553 
Balance end of year $ 284,048 $ 195,521 
Retained earnings:   
   Balance beginning of year $ 543,437 $ (142,029) 
   Net (loss) income for the year (45,872) 685,466 
Balance end of year $ 497,565 $ 543,437 
 $ 871,974 $ 829,319 

 
See accompanying notes to these consolidated financial statements.  
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Epimeron Inc. 
Consolidated Statements of Cash Flows 

For the years ended December 31 
 

 2016 2015 
 

Cash provided by (used for):   
Operating activities   
 Net (loss) income $ (45,872) $ 685,466  
 Items not affecting cash and cash equivalents:   
  Depreciation – Note 8 2,930 - 
  Gain on disposal of intangible assets (289,800) - 
  Increase in deferred taxes – Note 14 (30,848) (6,535) 
  Stock based compensation – Note 12 88,527 19,553 
 (275,063) 698,484 
   
 Net change in non-cash working capital – Note 16 (16,680) 93,296 

 (291,743) 791,780 
Financing activities   
    Amounts due from related parties – Note 10 (1,981) 639 
    Amounts due to shareholders – Note 10 (14,904) 14,811 
 (16,885) 15,450 
Investing activities   

Expenditures on property, plant and equipment – Note 8 (29,302) - 
 (29,302) - 

Increase (decrease) in cash and cash equivalents (337,930) 807,230 
Cash and cash equivalents, beginning of year 905,589 98,359 

Cash and cash equivalents, end of year $ 567,659 $ 905,589 

 
Supplementary cash flow information – Note 16 
 
See accompanying notes to these consolidated financial statements. 
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Note 1  -  Reporting Entity 
 
Epimeron Inc. (“Epimeron” or the “Corporation”) was incorporated on March 10, 2014 under the laws of 
Alberta. Epimeron is domiciled in Alberta, Canada. The address of the Corporation’s registered office is 
Suite 120, 4838 Richard Road S.W., Calgary, Alberta, Canada, T3E 6L1. 
 
Epimeron is a biotech company focused on ancillary products and services for the opioid industry with a 
head office and operations in Calgary, Alberta. 
 
The consolidated financial statements include the accounts of Epimeron Inc. and its wholly-owned subsidiary 
(together referred to as the “Corporation” and individually as the “subsidiary of the Corporation”). 
 
These consolidated financial statements were approved and authorized for issuance by the Board of Directors 
on January 29, 2019. 
 
 

Note 2  - Basis of Presentation and Nature of Operations 
 
These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and 
Interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”). 
 
Unless otherwise stated, these consolidated financial statements are presented in Canadian (CDN) dollars, 
which is also the Corporation’s functional currency. 
 
The preparation of consolidated financial statements in compliance with IFRS requires management to make 
certain critical accounting estimates. It also requires management to exercise judgement in applying the 
Corporation’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas 
where assumptions and estimates are significant to the consolidated financial statements are disclosed in Note 
4. 
 
 

Note 3  - Significant Accounting Policies 
 
The accounting policies set out below have been applied consistently to all years presented in these 
consolidated financial statements. 
 
a) Basis of Consolidation 

 
The financial statements of the subsidiary are included in the consolidated financial statements from the date 
on which control commences until the date on which control ceases. Subsidiaries are entities controlled by 
the Corporation. Control is present where the Corporation has the power to govern the financial and operating 
policies of the entity so as to obtain benefits from its activities. In assessing control, potential voting rights 
that are currently exercisable are taken into consideration. The accounting policies are changed when 
necessary to align them with the policies adopted by the Corporation. 
 
Intercompany balance and transactions, revenues and expenses resulting from transactions between 
subsidiaries and with the Corporation are eliminated in preparing the consolidated financial statements. 
 
b) Foreign currencies 
 
Transactions in foreign currencies are translated to the functional currency at exchange rates in effect at the 
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting 
date are translated to the functional currency at the exchange rate in effect at that date. The foreign currency 
gain or loss on monetary items is the difference between amortized cost in the functional currency at the 
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beginning of the reporting year, adjusted for effective interest and payments during the reporting year, and 
the amortized cost in foreign currency translated at the exchange rate in effect at the end of the reporting year. 
 
Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are 
translated to the functional currency at the exchange rate in effect at the date on which the fair value was 
determined. Non-monetary items that are measured at historical cost in a foreign currency are translated using 
the exchange rate in effect at the date of the transaction. Foreign currency differences arising on translation 
are recognized in net profit, except for differences arising on the translation of available-for-sale equity 
instruments, which are recognized in other comprehensive income. 
 
c) Revenue Recognition 

 
Payments received under a joint research agreement may include research services, milestone payments and 
royalties and licence fees. Revenues for each unit of accounting are recorded as described below. 
 

(i) Royalties and licence fees are recognized when conditions and events under the licence agreement 
have occurred, the Corporation can make a reasonable estimate of the amount earned and 
collectibility is reasonably assured. 

(ii) Research services receipts are deferred and recognized as revenue on a systematic basis over the 
period during which the related products or services are delivered and all obligations are 
performed. 

(iii) Revenues subject to the achievement of milestones are recognized only when the specified events 
have occurred and collectibility is reasonably assured. 

 
d) Cash and Cash equivalents 
 
Cash and cash equivalents includes cash-on-hand, demand deposits with financial institutions and other short-
term, highly liquid investments with original maturities of three months or less that are readily convertible to 
known amounts of cash and subject to an insignificant risk of change in value. 
 
e) Property, Plant and Equipment 

 
Equipment are recorded at cost, less accumulated depreciation and accumulated impairment losses. The 
initial cost of equipment comprises their purchase price. The useful lives of equipment are reviewed at least 
once per year. When parts of an item of equipment have different useful lives, they are accounted for as 
separate items (major components) of equipment. Equipment is depreciated over three years using the 
straight-line method based on their estimated useful lives. 

 
f) Intangible Assets 

 
Research and Development 
 
Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical 
knowledge and understanding, is expensed as incurred. 
 
Development activities involve a plan or design for the production of new or substantially improved products 
and processes. A development expenditure is capitalized only if development costs can be measured reliably, 
the product or process is technically and commercially feasible, future economic benefits are probable and 
the Corporation intends to and has sufficient resources to complete development and to use or sell the asset. 
These criteria are usually met when it has been determined that it is considered highly probable that the 
product or process can be patented and the regulatory filing has begun. The expenditure capitalized includes 
the cost of material, direct labour, legal and consulting costs associated with filing the patent and overhead 
costs that are directly attributable to preparing the asset for its intended use. Other development expenditures 
are expensed as incurred. Capitalized development expenditures are measured at cost less accumulated 
amortization and accumulated impairment loss. 
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g) Deferred revenue 

 
Prepayments received on joint research agreements are classified as deferred revenue until all the criteria for 
recognizing the revenue has been met. 

 
h) Financial Instruments 
 
Non-derivative Financial Assets 
Financial assets are classified as either financial assets at fair value through profit or loss, loans and 
receivables, held to maturity investments, or available for sale financial assets, as appropriate. When financial 
assets are recognized initially, they are measured at fair value, plus, in the case of investments not at fair 
value through profit or loss, transaction costs. The Corporation considers whether a contract contains an 
embedded derivative when the Corporation first becomes a party to the contract.  Embedded derivatives are 
separated from the host contract which is not measured at fair value through profit or loss when the analysis 
shows that the economic characteristics and risks of embedded derivatives are not closely related to those of 
the host contract. The Corporation determines the classification of its financial assets at initial recognition 
and, where allowed and appropriate, re-evaluates this designation at each financial period end. 
 
Loans and Receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market. After initial measurement, such financial assets are subsequently measured at 
amortized cost using the effective interest rate method, less impairment. Amortized cost is calculated by 
taking into account any discount or premium on acquisition and fee or costs that are an integral part of the 
effective interest rate. The amortization is included in finance income in the statement of comprehensive 
income (loss). The losses arising from impairment are recognized in the statement of comprehensive income 
(loss) as a finance cost. 
 
The Corporation’s cash and cash equivalents, term deposits and accounts receivable are classified as loans 
and receivables. 
 
Non-derivative Financial Liabilities 
Financial liabilities are classified as financial liabilities at fair value through profit or loss, or other liabilities, 
as appropriate. The Corporation determines the classification of its financial liabilities at initial recognition. 
All financial liabilities are recognized initially at fair value, net of directly attributable transaction costs. 
 
Share Capital 
Share capital is classified as shareholders’ equity. Incremental costs directly attributable to the issue of 
common shares are recognized as a deduction from shareholders’ equity, net of any tax effects. 
 
i) Impairment 

 
Financial Assets 
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that 
it is impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more 
events have had a negative effect on the estimated future cash flows of that financial asset. An impairment 
loss in respect of a financial asset, measured at amortized cost, is calculated as the difference between its 
carrying amount and the present value of the estimated future cash flows discounted at the original effective 
interest rate. Material financial assets are tested for impairment on an individual basis. The remaining 
financial assets are assessed collectively in groups that share similar credit risk characteristics. 
 
For financial assets, an impairment loss is reversed if the reversal can be related objectively to an event 
occurring after the impairment loss was recognized. 
 
All impairment losses are recognized in the statement of profit or loss. 
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Non-financial Assets 
The Corporation assesses at each reporting date whether there is any indication that an asset may be impaired. 
If indicators are present, the assets are written down to their recoverable amount being the higher of an asset’s 
fair value less costs to sell and its value-in-use. 
 
j) Income Taxes 
 
Current Income Tax 
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected 
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount 
are those that are enacted or substantially enacted, at the reporting date. 
 
Current income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of profit or loss. Management periodically evaluates positions taken in the tax returns with respect 
to situations in which applicable tax regulations are subject to interpretation and establishes provisions where 
appropriate. 
 
Deferred Income Tax 
Deferred income tax is provided using on temporary differences at the statement of financial position date 
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 
Deferred income taxes are recognized for all taxable temporary differences, except: 
 
- where deferred income tax arises from the initial recognition of goodwill or of an asset or liability in a 
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting 
earnings nor taxable earnings or loss; and 
- in respect of taxable temporary differences associated with the investments in subsidiaries, associates and 
interests in joint ventures, where the timing of the reversal of the temporary differences can be controlled and 
it is probable that the temporary differences will not reverse in the foreseeable future. 
 
Deferred income tax assets are recognized for all deductible temporary differences, carry forward of unused 
tax credits and unused tax losses, to the extent that it is probable that taxable earnings will be available against 
which the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses 
can be utilized. The carrying amount of deferred income tax assets is reviewed at the statement of financial 
position date and reduced to the extent that it is no longer probable that sufficient taxable earnings will be 
available to allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred income 
tax assets are reassessed at each statement of financial position date and are recognized to the extent that is 
has become probable that future taxable earnings will allow the deferred tax asset to be recovered. 
 
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year 
when the asset is realized, or the liability is settled, based on tax rates (and tax laws) that have been enacted 
or substantively enacted at the end of the reporting period. 
 
Deferred income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of income. Deferred income tax assets and deferred income tax liabilities are offset, if a legally 
enforceable right exists to set off current tax assets against current income tax liabilities and the deferred 
income taxes relate to the same taxable entity and the same taxation authority. 
 
k) Share Capital 

 
Equity instruments are contracts that give a residual interest in the net assets of the Corporation. Financial 
instruments issued by the Corporation are classified as equity only to the extent that they do not meet the 
definition of a financial liability or financial asset. The Corporation’s common shares are classified as equity 
instruments. Incremental costs directly attributable to the issue of new shares or options are shown in equity 
as a deduction, net of tax, from the proceeds. 
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l) Per Share Amounts 
 
Basic income (loss) per share information is computed by dividing the net income (loss) by the weighted 
average number of shares outstanding during the reporting period. The Corporation utilizes the treasury stock 
method in the determination of diluted earnings per share amounts. Under this method, the diluted weighted 
average number of shares is calculated assuming the proceeds that arise from the exercise of outstanding, in-
the-money options are used to purchase common shares of the Corporation at their average market price for 
the period. The weighted average number of shares outstanding is then adjusted by the net change. 
 
m) Share-based Payments 

 
The Corporation uses the fair value method for valuing stock option grants using the Black-Scholes option 
pricing model. Under this method, the compensation cost attributable to stock options granted is measured at 
the fair value at the date of the grant and expensed over the vesting period with a corresponding increase to 
contributed surplus. A forfeiture rate is estimated on the grant date and is subsequently adjusted each period 
to reflect the actual number of options that are expected to vest. Upon exercise of stock options, consideration 
received together with the amount previously recognized in contributed surplus is recorded as an increase to 
share capital. 

 
n) Term deposits 

 
Term deposits include investments with original maturities of greater than three months and less than twelve 
months that are readily convertible to known amounts of cash and subject to an insignificant risk of change 
in value. 

 
o) Investment Tax Credits and Government Assistance 
 
The benefits of investment tax credits (“ITCs”) for scientific research and experimental development 
expenditures (“SRED”) are recognized in the year the qualifying expenditure is made providing there is 
reasonable assurance of recoverability. The investment tax credits recorded are based on management’s 
estimates of amounts expected to be recovered and are subject to audit by taxation authorities. The investment 
tax credit reduces the carrying cost of expenditures for research and development or equipment to which they 
relate. 
 
Research grants are recognized as a recovery of research expenditures in the statement of comprehensive 
income when there is reasonable assurance that the Corporation will comply with the conditions attached to 
them and that the grants will be received. The Corporation only recognizes grant proceeds on the statement 
of comprehensive income when the proceeds have been spent on research expenses. Grant amounts received 
in advance are recorded as deferred grant proceeds. 

 
p) Future Accounting Pronouncements 

 
 
The standards listed below include only those which the Corporation reasonable expects may be applicable 
to the Corporation at a future date. The Corporation is currently assessing the impact of the standards on the 
consolidated financial statements. 
 
IFRS 15 Revenue from Contracts with Customers 
 
On May 28, 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers. The new standard is 
effective for annual periods beginning on or after January 1, 2018. IFRS 15 will replace IAS 11, Construction 
Contracts, IAS 18, Revenue, IFRS 13, Customer Loyalty Programmes, IFRIC 15, Agreements for the 
Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 31, Revenue - Barter 
Transactions Involving Advertising Services. 
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On April 12, 2016, the IASB issued Clarification to IFRS 15, Revenue from Contracts with Customers, which 
is effective at the same time as IFRS 15. 
 
The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time. The model features a contract-based five-step analysis 
of transactions to determine whether, how much and when revenue is recognized. New estimates and 
judgments have been introduced, which may affect the amount and/or timing of revenue recognized. 
 
The new standard applies to contracts with customers. It does not apply to insurance contracts, financial 
instruments or lease contracts, which fall in the scope of other IFRSs. 
 
The clarifications to IFRS 15 provide additional guidance with respect to the five-step analysis, transition, 
and the application of the standard to licenses of intellectual property. 
 
The Corporation will adopt IFRS 15 and the clarification in its financial statements for the annual period 
beginning on January 1, 2018. The Corporation has not yet evaluated the impact of IFRS 15. 
 
 
IFRS 9 Financial Instruments 
 
This standard was issued by IASB in July 2014 and is effective for annual periods beginning on or after 
January 1, 2018. 
 
IFRS 9 will replace IAS 39 Financial Instruments: Recognition and Measurement and IFRIC 9 Reassessment 
of Embedded Derivatives. The main features introduced by this new standard compared with the predecessor 
IFRS are as follows: 
 

 Classification and measurement of financial assets: 
Debt instruments are classified and measured on the basis of the entity’s business model for 
managing the asset and its contractual cash flow characteristic as either: “amortized cost”, “fair 
value through other comprehensive income”, or “fair value through profit or loss” (default). Equity 
instruments are classified and measured as “fair value through profit or loss” unless upon initial 
recognition elected to be classified as “fair value through other comprehensive income”. 

 Classification and measurement of financial liabilities: 
When an entity elects to measure a financial liability at fair value, gains or losses due to changes in 
the entity’s own credit risk is recognized in other comprehensive income (as opposed to previously 
profit or loss). This change may be adopted early in isolation of the remainder of IFRS 9. 

 Impairment of financial assets: 
An expected credit loss impairment model replaced the incurred loss model and is applied to 
financial assets at “amortized cost” or “fair value through other comprehensive income”, lease 
receivables, contract assets or loan commitments and financial guarantee contracts. An entity 
recognizes twelve-month expected credit losses if the credit risk of a financial instrument has not 
increased significantly since initial recognition and lifetime expected credit losses otherwise. 

 Hedge accounting: 
Hedge accounting remains a choice, however, is now available for a broader range of hedging 
strategies. Voluntary termination of a hedging relationship is no longer permitted. Effectiveness 
testing now needs to be performed prospectively only. Entities may elect to continue to applying 
IAS 39 hedge accounting on adoption of IFRS 9 (until the IASB has completed its separate project 
on the accounting for open portfolios and macro hedging). 

 Derecognition: 
The requirements for the derecognition of financial assets and liabilities are carried forward from 
IAS 39. 
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The Corporation has not completed its evaluation of the impact of IFRS 9 but it is not expected to be 
significant. 
 
IFRS 16 Leases 
 
This standard was issued by IASB in January 2016 and will be effective for annual periods beginning on or 
after January 1, 2019. Earlier application is permitted for entities that also apply IFRS 15 Revenue from 
Contracts with Customers. 
 
This new standard sets out the principles for the recognition, measurement, presentation and disclosure of 
leases for both the lessee and the lessor. The new standard introduces a single lessee accounting model that 
requires the recognition of all assets and liabilities arising from a lease. 
 
The main features of the new standard are as follows: 

 An entity identifies as a lease a contract that conveys the right to control the use of an identified 
asset for a period of time in exchange for consideration. 

 A lessee recognizes an asset representing the right to use the leased asset, and a liability for its 
obligation to make lease payments. Exceptions are permitted for short-term leases and leases of low-
value assets. 

 A lease asset is initially measured at cost, and is then depreciated similarly to property, plant and 
equipment. A lease liability is initially measured at the present value of the unpaid lease payments. 

 A lessee presents interest expense on a lease liability separately from depreciation of a lease asset 
in the statement of profit or loss and other comprehensive income. 

 A lessor continues to classify its leases as operating leases or finance leases, and to account for them 
accordingly. 

 A lessor provides enhanced disclosures about its risk exposure, particularly exposure to residual-
value risk. 

 
The new standard supersedes the requirements in IAS 17 Leases, IFRIC 4 Determining whether an 
Arrangement contains a Lease, SIC-15 Operating Leases – Incentives, and SIC-27 Evaluating the Substance 
of Transactions Involving the Legal Form of a Lease. The Corporation has not yet evaluated the impact of 
IFRS 16. 
 

Note 4   -    Use of Estimates and Judgements 
 
The Corporation makes estimates and assumptions about the future that affect the reported amounts of assets 
and liabilities. Estimates and judgements are continually evaluated based on historical experience and other 
factors, including expectations of future events that are believed to be reasonable under the circumstances. 
In the future, actual experience may differ from these estimates and assumptions. 
 
The effect of a change in an accounting estimate is recognized prospectively by including it in comprehensive 
income (loss) in the period of the change, if the change affects that period only, or in the period of the change 
and future periods, if the change affects both. 
 
Information about critical judgements in applying accounting policies that have the most significant risk of 
causing material adjustment to the carrying amounts of assets and liabilities recognized in the consolidated 
financial statements within the next financial period are discussed below: 
 
Estimate of useful life of intangible assets 
 
In the determination of the estimated useful life for intangible assets, which include the Corporation’s patents, 
management assesses a variety of internal and external factors such as the expected usage of the intangible 
assets by the Corporation, technical or commercial obsolescence and expected actions by competitors or 
potential competitors. 
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Application of going concern assumption 
 
The assessment of whether the going concern assumption is appropriate requires management to take into 
account all available information about the future, which is at least, but is not limited to, 12 months from the 
end of the reporting period. 
 
Asset impairments 
 
In the determination of potential impairment changes, management looks at the higher of value in use or fair 
value less costs to sell in the case of assets and at significant or prolonged decline of fair value on financial 
assets indicating impairment. These determinations and their individual assumptions require that 
management make a decision based on the best available information at each reporting period. 
 
Share-based payments 
 
Management determines costs for share-based payments using market-based valuation techniques. The fair 
value of the market-based share awards are determined at the date of grant using generally accepted valuation 
techniques. Assumptions are made and judgement used in applying valuation techniques. These assumptions 
and judgements include estimating the future volatility of the stock price, expected dividend yield, future 
employee turnover rates and future employee stock option exercise behaviors and corporate performance. 
Such judgements and assumptions are inherently uncertain. Changes in these assumptions affect the fair value 
estimates. 
 

Note 5   - Capital Management 
 
The Corporation’s objectives when managing capital are to safeguard the Corporation’s ability to continue 
as a going concern in order to complete research, obtain patents, commercialize products and generate 
positive operational cash flow and to maintain a flexible capital structure which optimizes the costs of capital 
at an acceptable risk. 
 
The Corporation manages its capital to maintain statement of financial position strength in order to meet the 
Corporation’s strategic growth objectives. 
 

As at 
 December 31, 

2016 
December 31, 

2015 

Current assets  $ 725,828 $ 980,565 
Less:    
Current liabilities  251,602 199,993 
Total net working capital  $ 474,226 $ 780,572 

Share capital  $ 90,361 $ 90,361 
 
The Corporation periodically reviews certain quantitative measures of its capital structure, in order to 
understand its position relative to industry peers. The Corporation does not set certain limits or ranges with 
respect to these quantitative measures. 
 
The Corporation has the ability to adjust its capital structure by issuing new equity or making adjustments to 
its administrative and research and development expenditure program to the extent the expenditures are not 
committed. The Corporation considers its capital structure at this time to include shareholders’ equity. As at 
December 31, 2016, shareholders’ equity was $871,974 (December 31, 2015 - $829,319). 
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Note 6 - Financial Instruments and Risk Management 

 
The Board of Directors has overall responsibility for the establishment and oversight of the Corporation’s risk 
management framework. The Corporation’s financial instruments at December 31, 2016 include cash and cash 
equivalents, term deposits, accounts receivable, income taxes recoverable, amounts due from related parties, 
amounts due to shareholders and accounts payable and accrued liabilities. 
 

(a) Fair Values of Financial Instruments 
 
The fair value of cash and cash equivalents, term deposits, accounts receivable, amounts due from related parties 
and accounts payable and accrued liabilities approximate their carrying values due to the short-term nature of 
those instruments. 
 

(b) Risks Associated with Financial Assets and Liabilities 
 
The Corporation has exposure to the following risks from its use of financial instruments: 

 Credit risk 
 Liquidity risk 
 Market risk 

 
This note presents information about the Corporation’s exposure to each of the above risks. 
 
Credit risk 
 
Credit risk is the risk of financial loss to the Corporation if a customer to a financial instrument fails to meet its 
contractual obligations. The Corporation’s exposure to credit risk includes cash and cash equivalents, term 
deposits and accounts receivable. The Corporation reduces its credit risk on cash and cash equivalents and term 
deposits by maintaining its bank accounts and term deposits at large international financial institutions. 
Accounts receivable consist predominately of a grant receivable from a program of the Canadian government 
and GST input tax credit recoverable. As such, management has concluded that the Corporation has no 
significant credit risk. The maximum exposure to credit risk is equal to the value of the financial assets. 
 
Liquidity risk 
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they become 
due. Cash and cash equivalents are held in bank accounts and are available on demand. 

 
Market risk 
 
Market risk is the risk that fluctuations in interest rates and foreign currency rates will affect the Corporation’s 
net income (loss) and comprehensive income (loss) or the value of its financial assets and liabilities. The 
Corporation has no significant market risk exposure at December 31, 2016 other than currency risk, as discussed 
below. 
 
The Corporation is exposed to financial risk related to the fluctuation of foreign exchange rates and the degree 
of volatility of those rates. Currency risk is limited to the portion of the Corporation’s business transactions 
denominated in USD, primarily cash and expenses incurred in USD. 
 
Exchange rate fluctuations for foreign currency transactions can cause cash flows as well as amounts recorded 
in the consolidated statements of comprehensive income (loss) to vary from period to period and not necessarily 
correspond to those forecasted in operating budgets and projections. Additional earnings variability arises from 
the translation of monetary assets and liabilities denominated in currencies other than the CAD at the rates of 
exchange at each consolidated statement of financial position date, the impact of which is reported as foreign 
exchange gain or loss in the consolidated statements of comprehensive income or loss. The Corporation does 
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not believe a sudden change in foreign exchange rates would impair or enhance its ability to pay its USD 
denominated obligations. 
 
The following table presents the significant items in the original currencies exposed to currency risk as at 
December 31, 2016 and 2015: 
 

 December 31, 
2016 

December 31, 
2015 

Cash $US 317,057 $US 626,996 
Net holdings $US 317,057 $ US 626,996  
Impact of 5% strengthening of USD based on above exposure $ 21,286 $ 43,388 

 
 

Note 7 – Accounts Receivable 
 

 December 31, 
2016 

December 31, 
2015 

Recoverable GST input tax credits $ 5,001 $ 4,449 

Grant receivable 37,250 - 

 $ 42,251 $ 4,449 
 

Management considers that the fair value of these receivables, which are expected to be recovered quarterly, 
are not materially different from their carrying amounts because these amounts have short maturity periods on 
inception. 
 
 

Note 8 – Property, Plant and Equipment 
 

 
Corporate and 

other assets 
Cost  
Balance at December 31, 2014 and 2015 $ -  
Additions 29,302 

                         Balance at December 31, 2016                $ 29,302 

 
Corporate and 

other assets 

Accumulated depletion and depreciation  

Balance at December 31, 2014 and 2015 $ - 
Charge for the year 2,930 
Balance at December 31, 2016 $ 2,930  
  

 
Corporate and 

other assets 

Net book value  

As at December 31, 2015 $ - 
As at December 31, 2016 $ 26,372 
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Note 9   - Intangible Assets 

 

 
Corporate and 

other assets 
Cost  
Balance at December 31, 2014 $ 200  
Additions 40,000 

                         Balance at December 31, 2015                $ 40,200 
Sale of assets for shares in investment  (40,200) 
Balance at December 31, 2016 $ -  

 
Intangible assets consist of certain patents that were acquired in exchange for shares of the Corporation in 2014 
and 2015. 
 
In 2015, the Corporation licensed certain rights of one of the patents to a third party in exchange for $US 900,000 
($1,116,387). A gain was recorded on the full amount of the license. 
 
In 2016, the remaining acquired patents were sold to Serturner Inc., in exchange for 1,000 non-voting shares 
which are redeemable for $330 per share and have a fair market value of $330,000. Serturner Inc. was 
incorporated as a wholly owned subsidiary of the Corporation to hold certain acquired patents of the 
Corporation. Immediately after the sale of the patents, the Corporation distributed all of its common shares of 
Serturner Inc. to its shareholders at which point the Corporation’s only remaining interest in Serturner Inc. was 
the redeemable shares. The Corporation classifies its redeemable shares in Serturner Inc. as a long-term 
investment.  A gain of $289,800 was recorded on the transaction. 
 

 
Note 10 - Amounts Due to and from Related Parties 

 
 December 31, 

2016 
December 31, 

2015 
Due from Serturner Inc. $ 827 $ - 

Due from Vindolon Inc. 1,154 - 

Total Due from Related Parties $1,981 $ - 

Due to shareholders $ 582 $ 15,486 
 

Management considers that the fair value of these amounts, which are expected to be recovered quarterly, are 
not materially different from their carrying amounts because these amounts have short maturity periods on 
inception.  See Notes 17 and 18 for a description of the Corporation’s relationships with Serturner Inc. and 
Vindolon Inc. 
 
 

Note 11 - Deferred Revenue 
 
Deferred revenue consists of payments received from a third party with whom Epimeron has a joint research 
and licensing agreement. The payments are made quarterly and in advance of the period to which they pertain 
and are not taken into revenue until the end of period and the work has been performed. 

  



Notes to Consolidated Financial Statements 
As at and for the year ended December 31, 2016 

 

 
Page 17             Epimeron Inc. 

 

 
Note 12 - Share Capital 
 

(a) Authorized 
 
Unlimited number of common shares without par value. 
Unlimited number of preferred shares issuable in series. 
 

(b) Issued and outstanding common shares 
 

 
Number of 

Shares 
Amount 

$ 
Common shares at December 31, 2014 455,000 $ 50,361  
Private placement 10,000 40,000 
Common shares at December 31, 2015 and 2016 465,000 $90,361 

 
On July 28, 2015, the Corporation acquired a group of patents in exchange for 10,000 shares of the Corporation 
at a fair value of $4.00 per share. 
 

(c) Issued and outstanding employee stock options 
 

 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 
Exercise 

Price $ 
Options at December 31, 2014 180,000 $ 1.00 
Issued 5,000 4.00 
Options at December 31, 2015 185,000 1.08 
Issued 22,500 4.00 

Options outstanding and exercisable at December 31, 2016 207,500 $ 1.40 
 
The Corporation issued 120,000 options to certain employees and directors on September 19, 2014 at an exercise 
price of $1.00. The options vested immediately and will expire on September 19, 2024. 
 
The Corporation issued 60,000 options to certain employees and directors on November 1, 2014 at an exercise 
price of $1.00. The options vested immediately and will expire on November 1, 2024. 
 
The Corporation issued 5,000 options to certain employees and directors on February 19, 2015 at an exercise 
price of $4.00. The options vested immediately and will expire on February 19, 2025. 
 
On January 1, 2016, the Corporation issued 22,500 options to certain employees and directors of the 
Corporation. The options vested immediately and had an exercise price of $4.00 and an expiry date of December 
31, 2021. 
 
During the year ended December 31, 2016, the Corporation recorded an expense of $88,527 (December 31, 
2015 – $19,553) to stock-based compensation expense recognizing the stock option activity for the period based 
on the fair value of options issued. 
 
Stock options outstanding and the weighted average remaining life of the stock options at December 31, 2016 
are as follows: 
 

 
Options Outstanding Options Vested 
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Exercise Price 
 
 
 
 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 

Remaining 
Life 

(years) 

Number of 
Employee 

Stock 
Options 

Weighted 
Average 

Remaining 
Life 

(years) 

$ 1.00 180,000 7.7 180,000 7.7 

$ 4.00 27,500 5.6 27,500 5.6 

 207,500 7.4 207,500 7.4 
 
The Black-Scholes option pricing model was used to determine the fair value of options granted using the 
following assumptions: 
 

  

Year ended 
December 31, 

2016 

Year ended 
December 31, 

2015 
Risk free interest rate (%)  0.80 1.463 
Dividend yield  - - 

Average expected life (years)  6 10 

Average expected volatility (%)  195 142.7 

Forfeiture rate (%)  0 0 
 

 
Note 13  - Per Share Amounts 
 

The following table summarizes the weighted average number of common shares used in calculating basic and 
diluted income (loss) per share. 
 

 December 31, 
2016 

December 31, 
2015 

Net income (loss)   

Net income (loss) $ (45,872)    $ 685,466 
Weighted average common share adjustments   

Weighted average common shares outstanding,   
Basic 465,000 459,274 
Diluted effect of stock options - 135,000 
Fully diluted weighted average common shares outstanding 465,000 594,274 

 
As the Corporation incurred a loss in 2016, outstanding options were excluded from diluted loss per share as 
they are anti-dilutive. 
 
The average market value of the Corporation’s shares for purposes of calculating the dilutive effect of share 
options was based on the latest price at which shares were issued as of the end of the period. 
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Note 14    -  Income Taxes 

 
(a) Deferred Income Tax Expense (Recovery) 

 
The income taxes shown on the statements of comprehensive income (loss) differ from amounts obtained by 
applying statutory rates due to the following: 
 

 
December 

31, 
2016 

December 
31, 

2015 
Income (loss) before income taxes $ (75,546) $ 806,873 

Statutory income tax rate 27.0% 26.0% 

Expected income tax expense (recovery) $ (20,397)   $ 209,787 
Non-deductible items (17,142) (140,493) 
Refundable tax on investment income - 18,678 
Non-applicable general rate reduction - 36,421 
Non-taxable portion of CEC - 2,613 
Amounts related to Scientific Research and Experimental Development 
(“SRED”) 

 
2,167 

 
944 

Change in tax rates and other 5,698 (6,543) 
Income tax expense (recovery) $ (29,674) $ 121,407 

 
In 2016, the blended statutory tax rate was 27.0% (2015 – 26.0%). The increase is due to the increase in the 
Alberta rate. 
 

(b) Deferred Income Tax Asset 
 

The components of deferred income tax are as follows: 
 

 December 31, 
2016 

December 31, 
2015 

Patent costs $ 48,103  $ 17,442 
Intangible assets - (3,162) 
Long term investments (40,765) - 
Non-capital losses 13,710 - 
SRED Expenditures Carry forward 21,024 - 
SRED Expenditures Investment Tax Credits (2,677) (5,733) 
Net deferred income tax asset $ 39,395 $ 8,547 

 
As at December 31, 2016, the Corporation had approximately $333,209 (December 31, 2015 - $95,124) in tax 
pools available for deduction against future taxable income. Included in this tax basis are estimated non-capital 
loss carry forwards of approximately $50,809 (December 31, 2015 - $nil) that expire in 2036. 
 
The continuity of deferred income taxes is as follows: 

 December 31, 
2015 

Recognized in 
Profit or Loss 

December 31, 
2016 

Patent costs $ 17,442 $ 30,661 $ 48,103 
Intangible assets (3,162) 3,162 - 
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Long term investments - (40,765) (40,765) 
Non-capital losses - 13,710 13,710 
SRED Expenditures Carry forward - 21,024 21,024 
SRED Expenditures Investment Tax Credits (5,733) 3,056 (2,677) 
Net deferred income tax asset $ 8,547 $ 30,848 $ 39,395 

 
 
Note 15 - Statements of Comprehensive Income (Loss) Supplementary Information 

 
(a) General and Administrative Expenses 

 December 31, 
2016 

December 31, 
2015 

Consulting and technical services $ 38,667 $ 572 
Salaries, wages and benefits 323,090 247,565 
Legal, audit and accounting 28,626 36,675 
Travel and meals 10,024 5,658 
Corporate and office 12,754 9,500 
 $ 413,161 $ 299,970 

 
 
Note 16    -   Statements of Cash Flows Supplementary Information 

 
(a) Net change in non-cash working capital 

 
 December 31, 

2016 
December 31, 

2015 

Operating Activities   
Term deposits $ 131 $ (70,527) 
Accounts receivable (37,802)  24,051  
Deposits and prepaid expenses (16,390)   - 
Income taxes recoverable (29,132) - 
Accounts payable and accrued liabilities 84,964 (24,034) 
Income taxes payable (67,816) 61,206 
Deferred revenue 49,365 102,600 
   $ (16,680) $ 93,296 

 
(b) Supplementary cash flow information 

 
The Corporation paid taxes of $131,612 during the year ended December 31, 2016 (December 31, 2015 – nil). 
 
During the year ended December 31, 2016, the Corporation paid interest of $3,783 (December 31, 2015 – 
$1,453) and received interest of $844 (December 31, 2015 – $1,360).  
 
Cash and cash equivalents at December 31, 2016 and December 31, 2015 consists of cash held in the 
Corporation’s bank accounts and does not include any short-term investments.  
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Note 17 - Related Parties 

 
(a) Key Management Personnel 

 
The key management personnel of the Corporation are the directors, the President and Chief Executive 
Officer and all of the Senior Vice Presidents. 
 
Key management personnel compensation comprises: 
 

 December 31, 
2016 

December 31, 
2015 

Short-term employee benefits $ 281,915 $ 247,565 
Share-based compensation 88,527 9,777 
   $ 370,442 $ 257,342 

 
On December 31, 2016, the Corporation’s Directors controlled 63% (2015 - 63%) of the voting shares of the 
Corporation. 
 
On July 28, 2015, the Corporation acquired a group of patents in exchange for 10,000 shares of the Corporation 
at a fair value of $4.00 per share. Two of the Directors of the Corporation were the original patent-holders and 
received 3,750 shares each. The transaction was recorded at its fair market value. 

 
(b) Serturner Inc. 

 
On June 17, 2016, certain patents belonging to the Corporation were sold to Serturner Inc., in exchange for 
1,000 redeemable, non-voting shares with fair market value of $330,000. Serturner Inc. was incorporated as a 
subsidiary of the Corporation to hold the acquired patents of the Corporation. Immediately after the transfer, the 
Corporation paid out 100% of the shares of Serturner Inc. to its shareholders as a dividend, at which point the 
Corporation’s only remaining interest in Serturner Inc. is the redeemable shares. 
 
The Corporation signed an agreement with Serturner which gave it access to 100% of the intellectual property 
of Serturner Inc. for research and non-commercial purposes. In exchange, the Corporation is obligated to pay 
Serturner Inc.’s patent maintenance and ongoing application costs. These costs amounted to $12,349 in 2016 
and were recorded as research costs. In addition, the Corporation paid other administrative costs of $827 on 
behalf of Serturner Inc. in 2016 which are considered to be recoverable and are classified as due from related 
parties at December 31, 2016. 
 

(c) Vindolon Inc. 
 

Vindolon Inc. is considered to be a related party to the Corporation by virtue of its common shareholder base 
and Directors. The Corporation and Vindolon Inc. cooperate on certain research initiatives. During 2016, the 
Corporation paid patent and other administrative costs of $1,154 on behalf of Vindolon Inc. (2015 - $nil). These 
costs are considered to be recoverable and are classified as due from related parties at December 31, 2016. 
 
 

Note 18 - Subsequent Events 
 

(a) Serturner Inc. 
 
On December 10, 2018, Epimeron acquired all of the outstanding shares of Serturner in an all share transaction 
by issuing 67,251 shares of Epimeron. 
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(b) Vindolon Inc. 

 
On December 10, 2018, Epimeron acquired all of the outstanding shares of Vindolon Inc. in an all share 
transaction by issuing 17,450 shares of Epimeron. 
  

(c) Makena Resources Inc. 
 

On December 20, 2018, the Corporation announced an Agreement to complete a series of transactions with 
Makena Resources Inc. (“Makena”) and BioCan Technologies Inc. (“BioCan”), whereby both Epimeron and 
BioCan agreed to be taken over by Makena in an all share transaction which valued each of Epimeron and 
BioCan at $15.0 million and would result in a combined entity which is publicly listed on the Canadian Stock 
Exchange. The Agreement is subject to a number of conditions including the completion of a non-brokered 
private placement of up to an aggregate of $15.0 million 



 

  

SCHEDULE “D” 
MAKENA MANAGEMENT'S DISCUSSION AND ANALYSIS 

(See Attached.) 



Makena Resources Inc. 
Management Discussion and Analysis 

For the three and six months ended December 31, 2018 
 
Date of Report: February 28, 2018 
 
The following discussion and analysis of the Company's financial condition and results of operations 
for the six months ended December 31, 2018 should be read in conjunction with the financial 
statements and related notes. The requisite financial data presented for the relevant periods has been 
prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued by the 
International Accounting Standards Board (“IASB”) and interpretations issued by the International 
Financial Reporting Interpretations Committee (“IFRIC”). 
 
Disclaimer for Forward-Looking Information 
 
Certain statements in this interim report are forward-looking statements which reflect management’s 
expectations regarding future growth, results of operations, performance, business prospects and 
opportunities such as intended work programs on existing properties, the Company's ability to meet 
financial commitments and its ability to raise funds when required. Forward-looking statements consist 
of statements that are not purely historical, including any statements regarding beliefs, plans, 
expectations or intentions regarding the future.  Such statements are subject to risks and uncertainties 
that may cause actual results, performance or developments to differ materially from those contained in 
the statements. No assurance can be given that any of the events anticipated by the forward-looking 
statements will occur or, if they do occur, what benefits the Company will obtain from them.  These 
forward-looking statements reflect management’s current views and are based on certain assumptions 
and speak only as of the date of this report.  These assumptions, which include management’s current 
expectations, estimates and assumptions about current mineral property interests, the global economic 
environment, the market price and demand for commodities and the Company’s ability to manage its 
property interests and operating costs, may prove to be incorrect. A number of risks and uncertainties 
could cause actual results to differ materially from those expressed or implied by the forward-looking 
statements, including (1) a downturn in general economic conditions, (2) a decreased demand or price 
of commodities, (3) delays in the start of projects with respect to its property interests, (4) inability to 
locate and acquire additional property interests, (5) the uncertainty of government regulation and 
politics in North America regarding mining, (6) potential negative financial impact from regulatory 
investigations, claims, lawsuits and other legal proceedings and challenges, and (7) other factors 
beyond the Company's control. 
 
There is a significant risk that such forward-looking statements will not prove to be accurate.  Investors 
are cautioned not to place undue reliance on these forward-looking statements. No forward-looking 
statement is a guarantee of future results. The Company disclaims any intention or obligation to update 
or revise any forward-looking statements, whether as a result of new information, future events or 
otherwise, except as required by law. 
 
Additional information about these and other assumptions, risks and uncertainties are set out in the 
section entitled “Risk Factors” below. 
 
Nature of Business  
 
The Company’s principal business activities include acquiring, exploring and evaluation of mineral 
properties. At December 31, 2018, the Company’s mineral interests are located in Canada as further 
described below. 
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Mineral Properties 
 
BC Clone Mineral Claims 
 
In September 2017, the Company entered into a purchase agreement (the “Agreement”) with an arm’s 
length party, Sunvest Minerals Corp. (“Sunvest”). Sunvest agreed to acquire all of the Company’s 
right, title and interest in and to the undivided 50% interest in the Clone mineral claims. In 
consideration, Sunvest agreed to pay the Company an aggregate total of $300,000 over a two year 
period ($100,000 on or before October 5, 2018 and the remaining $200,000 on or before October 5, 
2019); issue 3,000,000 common shares of Sunvest to the Company on or before October 10, 2017 
(received); and assume the liabilities incurred by the Company in connection with its interest in the 
Clone mineral claims totaling $72,386 (assumed). The Company agreed not to sell, deal, assign or 
transfer 1,000,000 of Sunvest shares until February 12, 2018, 1,000,000 until October 5, 2018 and 
1,000,000 until October 5, 2019. Accordingly, the Company further wrote off the carrying value of the 
Clone mineral claims by $454,766 as of June 30, 2017 and $64,000 as of June 30, 2018, respectively.  
This transaction closed during the year ended June 30, 2018. 
 
During the six months ending December 31, 2018, the Company received $100,000 to satisfy the first 
payment. 
 
As of December 31, 2018, the Company has a receivable balance of $200,000 (June 30, 2018 - 
$300,000) pursuant to the cash payments to be received. Out of the balance, $200,000 (June 30, 2018 - 
$100,000) is classified as a current receivable and the remaining $Nil (June 30, 2018 - $200,000) is 
classified as a non-current asset. 
 

 SK DB Diamond Prospect  
 

On June 28, 2016, the Company entered into a share purchase agreement (the “DB Agreement”) with 
three arm’s length vendors (the “Diamond Vendors”) to purchase a 100% of the issued and outstanding 
shares of DB Diamond Holdings Inc. (“DB”), which holds a 100% interest in prospective diamond 
claims in the Athabasca of Saskatchewan. The acquisition has been accounted for as an asset 
acquisition. In July 2016, the Company issued 800,000 shares (issued at a value of $560,000) to the 
Diamond Vendors pursuant to the DB Agreement. 
 
In September 2018, the Company decided to drop the property claims. Accordingly, prior acquisition 
costs of $560,000 associated with these claims were written off as of June 30, 2018. 
 
QB Bachman Lithium Prospect 
 
On August 24, 2016, the Company entered into a share purchase agreement (the “Bachman 
Agreement”) with three arm’s length vendors (the “Bachman Vendors”) to purchase 100% of the 
issued and outstanding shares of Bachman Lithium Corp. (“Bachman”). The sole asset of Bachman 
consisted of certain mineral claims in the Abitibi area of Quebec Province. The acquisition has been 
accounted for as an asset acquisition. In September 2016, the Company issued 675,000 shares (issued 
at a value of $270,000) to the Bachman Vendors pursuant to the Bachman Agreement.  
 
During the year ended June 30, 2018, the Company decided to drop or reduce the size of certain 
mineral claims. Accordingly, prior acquisition costs of $133,291 associated with these claims were 
written off as of June 30, 2018.  
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As at December 31, 2018, the Company had spent a total of $20,539 in exploration expenditures on the 
remaining claims of this property. 
 
Management plans to investigate this property, however additional funds will need to be raised, 
through equity financings, shareholder loans, or otherwise, to continue exploration on this property.  
Although we have secured financings in the past, there is no assurance that we will be able to do so in 
the future on terms that are favourable to the Company or at all.   
 
BC Barker Cariboo Gold Prospect (Barkerville West) 
 
On December 20, 2017, the Company entered into a share purchase agreement (the “Agreement”) with 
an arm’s length vendor (the “Vendor”) to purchase 100% of the issued and outstanding shares of 
Barker Cariboo Gold Corp. (“Barker”). The sole asset of Barker consisted of certain mineral claim in 
the Cariboo Region of British Columbia. The acquisition has been accounted for as an asset 
acquisition. In January  2018, the Company issued 2,300,000 shares (issued at a value of $368,000) 
and paid $15,000 to the Vendor pursuant to the Agreement. Barker became a wholly-owned subsidiary 
of the Company. 
 
In May 2018, the property claims were dropped and prior acquisition costs of $383,000 and 
exploration costs of $9,800 associated with these claims were written off during the year ended June 
30, 2018. 
 
BC Barker Cariboo Gold Prospect (Barkerville South) 
 
On May 4, 2018, the Company entered into a property purchase agreement (the “Agreement”) with an 
arm’s length vendor (the “Vendor”) to acquire a 100% interest in 641 hectares of land prospective for 
gold in the Cariboo Region of B.C. by issuing 2,100,000 shares pursuant to the Agreement. On July 17, 
2018, the Company issued 2,100,000 common shares to the Vendor pursuant to the terms of the 
Agreement. 
 
During the six months ended December 31, 2018, 29 soil samples were collected along a north-south 
trending road over a distance of 750m at an elevation of 1,100 meters. Samples were sent to ALC 
Chemex and the samples were analysed for 34 elements including gold, copper and arsenic. The results 
consisted of one sample valued at 41 parts per billion gold the next best sample was 9 parts per billion 
gold. The highest grade copper sample was 65 ppm copper. 
 
Management plans to investigate this property, however additional funds will need to be raised, 
through equity financings, shareholder loans, or otherwise, to continue exploration on this property. 
Although we have secured financings in the past, there is no assurance that we will be able to do so in 
the future on terms that are favourable to the Company or at all. 
 
NL Moosehead Gold Prospect (Moosehead Northeast) 
 
On August 8, 2018, the Company entered into a share purchase agreement (the “Agreement”) with an 
arm’s length vendor (the “Vendor”) to purchase 100% of the issued and outstanding shares of 1174697 
B.C. Ltd. (“NumCo”). The sole asset of NumCo consisted of an interest in the Moosehead Northeast 
claims in the vicinity of Sokoman Iron Corp. located in Central Newfoundland. The acquisition was 
accounted for as an asset acquisition. On September 18, 2018 issued 9,250,000 shares with a fair value 
of $878,750 (Note 10) and paid $10,000 to the Vendor pursuant to the Agreement. 1174697 B.C. Ltd 
became a wholly-owned subsidiary of the Company. 
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As at December 31, 2018, the Company had spent a total of $4,932 in exploration expenditures on the 
claims of this property. 
 
NL Black Spruce Gold Prospect (Moosehead Expansion) 
 
On August 14, 2018, the Company announced the intent to acquire land in the Moosehead Gold 
District. Under the terms of the property purchase agreement, the Company was to acquire 100% of the 
issued and outstanding shares of a privately owned company (“Privco”) through the issuance of 
7,500,000 common shares of the Company and an aggregate cash payment of $50,000 to the 
shareholders of Privco. On September 14, 2018, the Company announced that it was no longer 
proceeding with the proposed acquisition to acquire Privco.  
 
On September 19, 2018, the Company was named as a defendant in an action commenced by an arm’s 
length vendor (the “plaintiff”) in the Supreme Court of British Columbia. The plaintiff alleged that the 
Company had breached the agreement relating to the proposed acquisition of Privco. 
 
On October 16, 2018, the Company entered into a loan facility agreement with an arm’s length party 
for an amount up to $250,000 to be advanced in tranches at such times and in such amounts in the 
lender’s sole discretion upon request from the Company. The proceeds were restricted for the use of 
legal costs associated with the civil claim brought against the Company on September 19, 2018. 
Pursuant to the terms of the loan, each tranche matures in eighteen months following the date of 
advance, bear interest at 12% per annum plus 25% of any settlement in the event of a counter lawsuit. 
 
On November 26, 2018, the Company announced the dismissal of the lawsuit. Concurrent with the 
dismissal of the lawsuit, the loan facility can no longer be drawn upon.  
 
Overall Performance  
 
The Company is a mineral exploration issuer engaged in the business of the acquisition, exploration 
and, if warranted, development of mineral properties. As such, it has not had any revenues in the past 
two fiscal years. The Company does not expect to generate consistent revenues from production of its 
properties in the foreseeable future. The Company expects to continue to incur expenses as work is 
conducted to further explore and develop its mineral properties.  
 
The Company has conducted limited exploration on its mineral properties to date, due to, among other 
things, the uncertainties associated with the prices of precious and base metals and other minerals, 
restrictions on accessing the mineral properties due to climate issues, the availability of equity 
financing for the purposes of mineral exploration and development and the global economic climate.  
The Company is in the process of exploring its mineral properties and has not yet determined whether 
the mineral properties contain reserves that are economically recoverable. The Company’s future 
performance is largely tied to the outcome of future exploration and the overall financial markets. 
 
The recoverability of minerals from the Company’s mineral properties are dependent upon, among 
other things, the discovery of economically recoverable reserves, the ability of the Company to obtain 
necessary financing to continue to explore and develop its properties and upon future profitable 
production. Uncertainty in credit markets has led to increased difficulties in raising and borrowing 
funds. As a result, the Company may have difficulties raising equity financing for the purposes of 
exploration and development of the Company’s mineral properties, without diluting the interests of 
current shareholders of the Company.  
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As at December 31, 2018, the Company had a working capital deficiency of $862,850 and cash of 
$28,502 as compared to working capital deficiency of $578,359 and cash of $92,424 as at June 30, 
2018. As at December 31, 2018, the Company had an accumulated deficit of $25,027,718 since 
inception. The Company expects to incur further losses in the development of its business, all of which 
casts substantial doubt on the Company’s ability to continue as a going concern.  
 
Net comprehensive loss increased from $403,703 for the six months ended December 31, 2017 to 
$540,309 for the six months ended December 31, 2018. The increase in net comprehensive loss in the 
current fiscal year was mainly due to the following: (a) $16,289 in share based payments incurred due 
to a one-time grant of 600,000 options; (b) $30,884 in investor relations fees pursuant to a four month 
commitment to a marketing company for €5,000 per month; and (c) an increase in professional fees of 
$42,607 relating mostly to legal work. The increase in net comprehensive loss was due to current fiscal 
year realized and unrealized losses on marketable securities totaling $82,889 and partially offset by an 
overall decrease in other expenses of $9,309 which resulted from $69,000 in impairments of 
exploration and evaluation assets and $21,997 in interest expense not incurred in the current fiscal 
year. 
  
As a result, management believes that the Company’s available funds will not be sufficient to meet its 
working capital requirements for the next twelve month period. Management anticipates raising 
additional funds, through a proposed private placement and business combination, as discussed in the 
“Proposed Transaction” section of this MD&A, to fund the Company’s planned work programs on its 
mineral properties and ongoing operations. Although the Company has secured financings in the past, 
there is no assurance that it will be able to do so in the future on terms that are favourable to the 
Company or at all. The Company may have difficulty raising additional funds as necessary due to a 
number of uncertainties and risk factors, including uncertainty in credit markets, fluctuation in 
commodity prices and general economic downturns. See “Liquidity and Capital Resources” and “Risk 
Factors” for a discussion of risk factors that may impact the Company’s ability to raise funds. 
 
Information about the Company’s commitments relating to the Company's mineral property is 
discussed above under “Nature of Business – Mineral Properties”.  
 
Additional information about the risks and uncertainties relating to the Company’s business and 
financial performance is discussed below under “Risk Factors”. 
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Summary of Quarterly Results  
 
The following table provides selected quarterly unaudited financial data for the eight most recently 
completed interim quarters: 
 

 2019 
Second 

2019 
First 

2018 
Fourth 

2018 
Third 

2018 
Second 

2018 
First 

2017 
Fourth 

2017 
Third 

 
Revenues 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Operating 
expenses $(211,413) $(247,208) 

 
$(165,401) 

 
$(150,753) 

 
$(162,318) 

 
$(150,388) 

 
$(293,179) 

 
$(183,733) 

Loss before 
other items: 

 
$(211,413) 

 
$(247,208) 

 
$(165,401) 

 
$(150,753) 

 
$(162,318) 

 
$(150,388) 

 
$(293,179) 

 
$(183,733) 

Loss per share 
(Basic and 
Diluted) $(0.01) $(0.01) 

 
$(0.01) 

 
$(0.01) 

 
$(0.01) 

 
$(0.02) 

 
$(0.04) 

 
$(0.03) 

Other Items 
Bad debt 
expense $Nil $Nil 

 
$(1,136) 

 
$Nil 

 
$Nil 

 
$Nil 

 
$(132,074) 

 
$Nil 

Interest 
income $Nil $Nil 

 
$23 

 
$17 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Interest 
expense $Nil $Nil 

 
$Nil 

 
$Nil 

 
$(5,082) 

 
$(16,915) 

 
$(2,255) 

 
$Nil 

 
Other income $Nil $Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$15,321 

 
$Nil 

FT share 
premium $Nil $Nil 

 
$6,611 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
Gain on write-
off of trade 
payables 

 
$1,201 

 
$Nil 

 
$5,880 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Loss on 
settlement of 
trade payables $Nil $Nil $(9,680) $Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Loss on sale of 
marketable 
securities $(67,487) $(5,577) $(2,250) $(534) 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Unrealized 
gain on 
marketable 
securities $45,000 $(54,825) $(20,570) $(34,605) 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Impairment of 
mineral 
properties $Nil $Nil 

 
$(555,000) 

 
$(526,091) 

 
$Nil 

 
$(69,000) 

 
$(1,217,347) 

 
$Nil 

Net 
comprehensive 
loss  $(232,699) $(307,610) 

 
$(741,523) 

 
$(711,966) 

 
$(167,400) 

 
$(236,303) 

 
$(1,629,534) 

 
$(183,733) 
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Summary of Results During Prior Eight Quarters  
 
Net comprehensive loss increased by $1,445,801 from the third quarter of 2017 to the fourth quarter of 
2017 mainly due to an increase in the write-down of exploration and evaluation assets associated with 
the Clone mineral claims. 
 
Net comprehensive loss decreased by $1,393,231 from the fourth quarter of 2017 to the first quarter of 
2018 mainly due to a decrease in the write-down of exploration and evaluation assets.  
 
Net comprehensive loss decreased by $68,903 from the first quarter of 2018 to the second quarter of 2018 
mainly due to a decrease in the write-down of exploration and evaluation assets.  
 
Net comprehensive loss increased by $544,566 from the second quarter of 2018 to the third quarter of 
2018 mainly due to an increase in the write-down of exploration and evaluation assets and unrealized 
loss on marketable securities. 
 
Net comprehensive loss increased by $29,557 from the third quarter of 2018 to the fourth quarter of 
2018 mainly due to an increase in the write-down of exploration and evaluation assets and partially 
offset by a decreased unrealized loss on marketable securities. 
 
Net comprehensive loss decreased by $433,913 from the fourth quarter of 2018 to the first quarter of 
2019 mainly due to the impairment of exploration and evaluation assets in the fourth quarter of 2018 
and partially offset by an increased unrealized loss on marketable securities in the first quarter 2019. 
 
Net comprehensive loss decreased by $74,911 from the first quarter of 2019 to the second quarter of 
2019 mainly due to share based payments incurred due to a one-time grant of 600,000 options and 
investor relations fees incurred in the first quarter 2019 as well as an unrealized gain on marketable 
securities incurred in the second quarter 2019. 
 
Discussion of Operations 
 
Three months ended December 31, 2018 compared to the three months ended December 31, 2017 
 
Our company did not generate any revenue for the three months ended December 31, 2018 and 
December 31, 2017. Net comprehensive loss for the three months ended December 31, 2018 increased 
to $232,699 from $167,400 for the three months ended December 31, 2017, mainly due to increases in 
operating expenses as described below. The increase was also due to other expenses of $21,286 in the 
three month ended December 31, 2018 compared to $5,082 in the three month ended December 31, 
2017. This was pursuant to losses on sale of marketable securities during the three month ended 
December 31, 2018 of $67,487 compared to $Nil during the three month ended December 31, 2017. 
 
Operating expenses increased to $211,413 for the three months ended December 31, 2018 from 
$162,318 for the three months ended December 31, 2017. The increase in operating expenses was 
mainly attributable to increases in professional fees of $34,734 mainly due to legal work relating to the 
Transaction and management fees of $7,500. 
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Six months ended December 31, 2018 compared to the six months ended December 31, 2017 
 
Our company did not generate any revenue for the six months ended December 31, 2018 and 
December 31, 2017. Net comprehensive loss for the six months ended December 31, 2018 increased to 
$540,309 from $403,703 for the six months ended December 31, 2017, mainly due to increases in 
operating expenses as described below and was partially offset by an overall decrease in other 
expenses of $81,688 in the six month ended December 31, 2018 compared to $90,997 in the six month 
ended December 31, 2017. This was pursuant to impairments of exploration and evaluation assets of 
$Nil and $69,000 for the six months ending December 31, 2018 and 2017, respectively, interest 
expense of $Nil and $21,997 for the six months ending December 31, 2018 and 2017, respectively, and 
partially offset by losses on sale of marketable securities of $73,064 compared to $Nil for the six 
month ended December 31, 2017. 
 
Operating expenses increased to $458,621 for the six months ended December 31, 2018 from $321,706 
for the six months ended December 31, 2017. The increase in operating expenses was mainly 
attributable to increases in share-based payments of $16,289, investor relations of $31,092,  and 
professional fees of $55,045 related to increased legal work. 
 
See “Nature of Business – Mineral Properties” for a discussion of our mineral properties on a property 
by property basis, including our plans for our mineral property, the status of our plans, expenditures 
made and the anticipated timing and costs to take our mineral property to the next stage of the project 
plan. 
 
As at December 31, 2018, the Company had two fully owned properties where the Company has not 
yet commenced development and one property which has conducted soil sampling; there are 
significant risks associated with the development of these properties. See “Overall Performance” for a 
discussion of the commitments, events, risks and uncertainties that the Company believes will 
materially affect the Company’s future performance and “Risk Factors” for a discussion of risk factors 
affecting the Company. 
 
Liquidity and Capital Resources  
 
Liquidity 
 
As at December 31, 2018, the Company had a working capital deficiency of $862,850 and cash of 
$28,502 as compared to working capital deficiency of $578,359 and cash of $92,424 as at June 30, 
2018. Total current assets decreased by $9,404 and current liabilities increased by $275,087 from June 
30, 2018 to December 31, 2018. Current liabilities as at December 31, 2018 consisted of trade and 
other payables of $1,144,274 (June 30, 2018 – $869,187). 
 
During the six months ended December 31, 2018, the Company sold 1,207,000 shares of Sunvest for 
proceeds of $47,636 and received $100,000 against current receivables for outstanding payment on the 
sale of the BC Clone Property. 
 
In October 2018, the Company entered into a loan facility agreement with an arm’s length party for an 
amount up to $250,000 to be advanced in tranches at such times and in such amounts in the lender’s 
sole discretion upon request from the Company. The proceeds were restricted for the use of legal costs 
associated with the civil claim brought against the Company on September 19, 2018. Pursuant to the 
terms of the loan, each tranche was to mature eighteen months following the date of advance, bear 
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interest at 12% per annum plus 25% of any settlement in the event of a counter lawsuit. The lawsuit 
was dismissed in November 2018 and the loan facility can no longer be used. 
 
The Company anticipates it will need additional funds to fund the next twelve month period.  
 
Management believes that the Company’s cash will not be sufficient to meet its working capital 
requirements for the next twelve month period. As a mineral exploration company, expenses are 
expected to increase as the Company explores its mineral properties further.   
 
On December 20, 2018, the Company announced a non-brokered private placement of up to an 
aggregate of $15.0 million as part of a proposed recapitalization and plan of arrangement, as discussed 
in the “Proposed Transactions” section of this MD&A. The Company’s ability to conduct the planned 
work programs on its mineral properties, meet its ongoing levels of corporate overhead and discharge 
its liabilities as they become due is dependent, in large part, on the ability of management to execute 
the recapitalization. If the proposed recapitalization is unsuccessful, management anticipates that 
additional equity financings will need to be conducted, to raise additional funds which, if successful, 
will result in dilution in the equity interests of the Company’s current shareholders.  Obtaining 
commercial loans, assuming those loans would be available, will increase liabilities and future cash 
commitments. Although the Company secured financings in the past, there is no assurance that the 
Company will be able to do so in the future on terms that are favourable to it or at all. The Company’s 
ability to raise additional funds in the future and its liquidity may be negatively impacted by a number 
of factors, including changes in commodity prices, market volatility and general economic downturns. 
 
There is substantial doubt about the Company’s ability to continue as a going concern as the 
continuation of its business is dependent upon obtaining further long-term financing, successful 
exploration of its mineral property interests, the identification of reserves sufficient to warrant 
development, successful development of its property interests and achieving a profitable level of 
operations. Due to the uncertainty of the Company's ability to meet its current operating and capital 
expenses, in their notes to the audited financial statements for the year ended June 30, 2018, the 
independent auditors included an explanatory paragraph regarding their substantial doubt about the 
Company's ability to continue as a going concern. See “Risk Factors”.  
 
Capital Resources 
 
The Company has the following commitments for capital expenditures with respect to its mineral 
properties as of December 31, 2018. The expenditures are optional, and the Company may decide not 
to incur such payments in the event the Company does not decide to pursue further exploration with 
respect to such properties. 

 QC Bachman Lithium Prospect 

o Forty (37) claims are due to expire on July 28, 2020. In order to renew these claims for 
another two years, the Company is required to incur a minimum of $28,860 in 
exploration on these claims by May 27, 2020 or pay it in annual rental income to the 
Minister of Finance by July 28, 2020. Fees associated with these claims are $2,371 if 
paid by May 27, 2020 or it will be doubled to $4,742 if paid between May 28, 2020 
and July 28, 2020. 

o Two (2) claims will expire on October 13, 2020. In order to renew these claims for 
another two years, the Company is required to incur a minimum of $1,560 in 
exploration on these claims by August 13, 2020 or pay it in annual rental income to the 



Makena Resources Inc.  
For the three and six months ended December 31, 2018 – Page 10 
 

 

Minister of Finance by October 13, 2020. Fees associated with these claims are $128 if 
pay by August 13, 2020 or it will be doubled to $256 if pay between August 14, 2020 
and October 13, 2020. 

o One (1) claim will expire on November 3, 2020. In order to renew this claim for 
another two years, the Company is required to incur a minimum of $780 in exploration 
on these claims by September 3, 2020 or pay it in annual rental income to the Minister 
of Finance by November 3, 2020. Fees associated with these claims are $64 if pay by 
September 3, 2020 or it will be doubled to $128 if pay between September 4, 2020 and 
November 3, 2020. 

 BC Barker Cariboo Gold Prospect (Barkerville South) 

o This claim is in good standing until April 18, 2019. In order to renew this claim for 
another year, the Company is required to spend no less than $3,207 in exploration or to 
pay cash-in-lieu of $6,414 by April 18, 2019.  

 NF Moosehead Northeast Prospect (Moosehead Northeast) 

o Twenty five (25) claims are in good standing until August 30, 2019. The Company is 
required to incur a minimum of $5,000 in exploration on these claims by August 30, 
2019. Renewal fees associated with these claims are $625 to be paid by August 30, 
2023. If minimum annual assessment work cannot be completed by August 30, 2019, 
the Company must file an application for extension and pay a refundable security 
deposit to the Mineral Claims Recorder totalling $1,250 prior to the anniversary date 
of the year for which the extension is required. 

 
If the Company elects to meet these capital expenditure requirements, it is expected that in addition to 
using funds currently available to the Company, additional funds will need to be raised through equity 
financings, shareholder loans or otherwise. The Company’s ability to raise additional funds is subject 
to a number of uncertainties and risk factors. See “Liquidity and Capital Resources – Liquidity”.  
 
See “Nature of Business – Mineral Properties” for a discussion of the Company’s capital expenditure 
commitments with respect to its mineral properties.  
 
Operating Activities 
 
During the six months ended December 31, 2018, operating activities used cash of $76,087 compared 
to $307,831 during the six months ended December 31, 2017. The Company’s operating activities 
usage of cash during the six months ended December 31, 2018 was mainly due to its net and 
comprehensive loss of $540,309 offset in part by losses on the sale of marketable securities of $73,064, 
share based payments of $16,289, decrease in receivables of $89,857 and an increase in trade and other 
payables of $276,288.  
 
The Company’s operating activities usage of cash during the six months ended December 31, 2017 
was mainly due to its net and comprehensive loss of $403,703, offset in part by impairments of 
exploration and evaluation assets totaling $69,000 and accrue interest on loans payable of 
$21,997. Management anticipates that operating activities will continue to require large amounts of 
cash until the Company achieves profitable operations. 
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Investing Activities 
 
During the six months ended December 31, 2018, investing activities provided cash of $12,165 due to 
$47,636 earned from the sale of marketable securities  and partially offset by $35,471 in exploration 
and evaluation expenditures.  During the six months ended December 31, 2017, there was no cash 
provided by investing activities.  
 
Financing Activities 
 
No financing activities occurred during the six months ended December 31, 2018.  Financing activities 
provided cash of $423,749 during the six months ended December 31, 2017. The Company's financing 
activities consisted of $500,000 from the issuance of share capital during the six months ended 
December 31, 2017, partially offset by share issue costs of $10,499, interest payments of $24,252 and 
loan repayment of $41,500. 
 
Changes in Accounting Policies  
 
Accounting standards adopted effective July 1, 2018 
 
Effective July 1, 2018, the following standards were adopted without any material impact on the 
condensed consolidated interim financial statements. 
 
IFRS 9 – Financial Instruments (“IFRS 9”)  
 
The Company adopted IFRS 9 effective July 1, 2018 on a retrospective basis and applied the 
transitional provisions, so that any adjustments would be recorded in opening retained earnings at July 
1, 2018. IFRS 9, addresses the classification, measurement and recognition of financial assets and 
financial liabilities. The adoption of IFRS 9 supersedes the guidance relating to the classification and 
measurement of financial instruments in IAS 39, Financial Instruments: Recognition and Measurement 
(IAS 39).  
 
Effective July 1, 2018, the following standards were adopted without any material impact on the 
condensed consolidated interim financial statements. 
 
The Company adopted IFRS 9 effective July 1, 2018 on a retrospective basis and applied the 
transitional provisions, so that any adjustments would be recorded in opening retained earnings at July 
1, 2018. IFRS 9, addresses the classification, measurement and recognition of financial assets and 
financial liabilities. The adoption of IFRS 9 supersedes the guidance relating to the classification and 
measurement of financial instruments in IAS 39, Financial Instruments: Recognition and Measurement 
(IAS 39). 
 
IFRS 9 requires financial assets to be classified into three measurement categories on initial 
recognition: (i) those measured at fair value through profit and loss, (ii) those measured at fair value 
through other comprehensive income and (iii) those measured at amortized cost. Measurement and 
classification of financial assets is dependent on the entity’s business model for managing the financial 
assets and the contractual cash flow characteristics of the financial asset. For financial liabilities, the 
IFRS 9 requirements are similar to those of IAS 39. The main distinction is that, in cases where the fair 
value option is chosen for financial liabilities, the part of a fair value change relating to an entity’s own 
credit risk is recorded in other comprehensive income rather than the income statement, unless this 
creates an accounting mismatch.  
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IFRS 9 introduces a single expected credit loss model for calculating impairment for financial assets, 
which is based on changes in credit quality since initial recognition. The adoption of the expected 
credit loss impairment model did not have a significant impact on the Company’s condensed interim 
financial statements and did not result in a transitional adjustment. 
 
The Company has no hedges on its condensed consolidated interim financial statements for the 
reporting period. 
 
The Company has concluded that the adoption of IFRS 9 did not require any transitional adjustments 
to the classification or measurement of the Company’s financial assets and financial liabilities. 
 
IFRS 2 – Share-based Payments (“IFRS 2”) 
 
In June 2016 the Board issued the final amendments to IFRS 2 which amended (a) the effects that 
vesting conditions have on the measurement of a cash-settled share-based payment; (b)  
the accounting for modification of the terms of a share-based payment that changes the classification of 
the transaction from cash-settled to equity settled; and (c) classification of share-based payment 
transactions with net settlement features. 
 
The adoption of IFRS 2, effective July 1, 2018, did not have a material impact on the Company’s 
condensed consolidated interim financial statements. 
 
IFRS 15 - Revenue from Contracts with Customers (“IFRS 15”)  
 
In May 2014, the IASB issued IFRS 15 – Revenue from Contracts with Customers ("IFRS 15") which 
supersedes IAS 11 – Construction Contracts, IAS 18 – Revenue, IFRIC 13 – Customer 
Loyalty Programmes, IFRIC 15 – Agreements for the Construction of Real Estate, IFRIC 18 – 
Transfers of Assets from Customers, and SIC 31 – Revenue – Barter Transactions Involving 
Advertising Services. IFRS 15 establishes a comprehensive five-step framework for the timing and 
measurement of revenue recognition.  
 
The adoption of IFRS 15, effective July 1, 2018, did not have any impact on the Company’s financial 
statements as the Company does not currently have revenue. 
 
Accounting standards issued but not yet effective 
 
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 new standards and is currently evaluating 
the impact, if any, that the following new standard might have on its condensed consolidated interim 
financial statements. 
 
IFRS 16 ‘Leases’ (“IFRS 16”) 

 
IFRS 16 will be effective for accounting periods beginning on or after January 1, 2019. Early adoption 
will be permitted, provided the Company has adopted IFRS 15. This standard sets out a new model for 
lease accounting. Adoption by the Company will be effective July 1, 2019 and is not expected to have 
a material impact. 
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Off Balance Sheet Arrangements 
 
The Company did not have any off balance sheet arrangements as of December 31, 2018. 
 
Related Party Transactions  
 
Current directors and officers of the Company are as follows: 
 
Spencer Smyl, President, CEO, Secretary and Director 
Juliana Daley, CFO 
Gregory Thomson, Director 
Darren Reeves, Director 
 
Key management personnel compensation 
 
Key management of the Company are directors and officers of the Company and their remuneration 
includes the following: 
 

 
Six months ended 

December 31, 
 2018 2017 
   

Professional fees $        18,000   $       9,000 
Management fees  15,000  - 
Office and other 465 - 
Share based payments             16,289    - 
   

 $ 49,754  $ 9,000 
 
During the six months ended December 31, 2018, included in general and administrative expenses is  
$465 (2017 - $Nil) in office insurance fees, related to third-party pass-through costs to a company with 
a director in common. 
 
Related party balances 
 
At December 31, 2018, trade and other payables included $25,650 (June 30, 2018 - $147,669) payable 
to an officer and a company controlled by an officer of the Company. These amounts are unsecured, 
non-interest bearing and payable on demand.  Trade and other payables as at December 31, 2018, are 
comprised of $22,500 payable to an director for unpaid management fees and $3,150 payable to 
a company controlled by an officer.  
 
In June 2017, the Company entered into a loan agreement with a director of the Company, to convert 
funds of $12,000 received from this director for a cancelled private placement into a loan, bearing 5% 
interest per annum (Note 8). During the year ended June 30, 2018, $12,000 of loan principal and $186 
of loan interest was fully repaid. 
 
All transactions with related parties have occurred and are measured at the amount of consideration 
established and agreed to by the related parties. 
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In December 2018, Charn Deol resigned as a director of the Company and Darren Reeves was 
appointed as his replacement. 
 
Financial and Other Instruments 

 
The Company’s financial instruments consist of cash, marketable securities, receivables, trade and 
other payables, loans payable, and flow-through share premium provisions. The fair value of the 
Company’s receivables, trade and other payables, and loans payable approximate the carrying value, 
which is the amount on the condensed consolidated interim statements of financial position due to their 
short-term maturities or ability of prompt liquidation. The Company’s cash and marketable securities, 
is measured at fair value under the fair market hierarchy, based on level one quoted prices in active 
markets for identical assets. Unless otherwise noted, it is management’s opinion that the Company’s 
current financial instruments will not be affected by interest rate risk, foreign exchange risk, credit risk 
or price risk. 
 
Proposed Transactions 
 
On December 20, 2018, Makena announced: (a) a non-brokered private placement of up to an 
aggregate of $15.0 million (the “Private Placement”); (b) the appointment of a new management team 
(the “New Management Team”) and new board of directors (the “New Board”) in connection with the 
completion of the Private Placement (collectively, the “Recapitalization”); and (c) the execution of a 
nonbinding letter of intent with BioCan Technologies Inc. (“BioCan”) and Epimeron Inc. 
(“Epimeron”) dated as of December 19, 2018, pursuant to which, concurrent with the completion of the 
Recapitalization, Makena will: (i) acquire all of the: (A) common shares in the capital (“BioCan 
Shares”) of BioCan; and (B) common shares in the capital (“Epimeron Shares”) of Epimeron through 
the issuance of an aggregate of 857,142,858 common shares (“Common Shares”) of Makena for a total 
transaction value of $30.0 million; and (ii) complete a business combination with BioCan and 
Epimeron pursuant to a plan of arrangement (the “Plan of Arrangement”) under the Alberta Business 
Corporations Act (the “Arrangement” and, together with the Recapitalization, the “Transaction”) 
which will result in the combination of Makena, BioCan and Epimeron under the name Willow 
Biosciences Inc. (“Willow” or the “Company”). On January 31, 2019, the parties entered into an 
amending agreement, whereby the parties amended the letter of intent dated December 19, 2019 by 
extending the deadline for closing the Transaction from January 31, 2019 to March 29, 2019. 
 
Legal Proceedings 
 
On September 19, 2018, the Company was named as a defendant in an action commenced by an arm’s 
length vendor (the “plaintiff”) in the Supreme Court of British Columbia. The plaintiff alleged that the 
Company had breached an agreement relating to the proposed acquisition of Privco which holds the 
Black Spruce Gold project in the Moosehead Gold District in Newfoundland.   On November 26, 2018, 
the Company announced the dismissal of the lawsuit. 
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Additional Disclosure for Venture Issuers   
 
During the six months ended December 31, 2018 and 2017, the Company incurred the following 
expenses: 
 
 2018 2017 
Capitalized acquisition costs $1,056,750 $Nil 
Capitalized exploration costs $44,551 $Nil 
Advance for exploration costs $(19,080) $Nil 
Recovery of exploration and evaluation assets $Nil $372,386 
Impairment of exploration and evaluation assets $Nil $69,000 
Operating expenses $458,621 $312,706 

  
Please refer to Note 6 Exploration and Evaluation Assets in the condensed consolidated interim 
financial statements for the six months ended December 31, 2018 for a description of the capitalized 
acquisition and exploration costs presented on a property-by-property basis. 
 
Disclosure of Outstanding Share Data 
 
Common Shares 
 
The Company's common shares are listed on the Canadian Securities Exchange under the symbol 
“MKNA”. The Company is also listed on the Pink Sheets under the symbol “CANSF” and the 
Frankfurt Stock Exchange under the symbol “45CM”. The Company's authorized share capital consists 
of an unlimited number of common shares without par value and an unlimited number of Class A 
Preferred Shares without par value. As at December 31, 2018 and February 28, 2019, the Company 
had 1,594 common shares held in escrow. 
 
As of December 31, 2018 and February 28, 2019, the Company had 35,246,184 common shares issued 
and outstanding, and no Class A Preferred Shares outstanding.   
 
Share Purchase Warrants 
 
As of December 31, 2018 and February 28, 2019 the Company had 18,243,708 share purchase 
warrants outstanding. Each warrant entitles the holder the right to purchase one common share as 
follows: 
 

Number  Exercise Price  Expiry Date 
     
  337,500  $1.00   August 21, 2019 
  520,000  $1.00   July 6, 2020 
  349,000  $1.00   November 19, 2020 
  1,625,000  $1.00   April 6, 2021 
    929,375  $1.00   June 20, 2021 
  14,482,833  $0.16   October 27, 2022 
  18,243,708     
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Stock Options  
 
As of December 31, 2018 and February 28, 2019, the Company had 937,250 share purchase options 
outstanding and exercisable entitling the holders thereof the right to purchase one common share for 
each option held as follows: 
 

   
Number Exercise Price Expiry Date 

   
37,250 $1.000 August 28, 2019 
400,000 $0.165 May 4, 2022 
400,000 $0.150 September 14, 2019 
100,000 $0.150 September 28, 2019 
937,250   

 
 
Risk Factors 
 
Much of the information included in this annual report includes or is based upon estimates, projections 
or other forward-looking statements. Such forward-looking statements include any projections or 
estimates made by the Company and its management in connection with business operations. While 
these forward-looking statements, and any assumptions upon which they are based, are made in good 
faith and reflect the Company’s current judgment regarding the direction of the business, actual results 
will almost always vary, sometimes materially, from any estimates, predictions, projections, 
assumptions, or other future performance suggested herein. The Company undertakes no obligation to 
update forward-looking statements to reflect events or circumstances occurring after the date of such 
statements. 
 
Such estimates, projections or other forward-looking statements involve various risks and uncertainties 
as outlined below.  The Company caution readers of this annual report that important factors in some 
cases have affected and, in the future, could materially affect actual results and cause actual results to 
differ materially from the results expressed in any such estimates, projections or other forward-looking 
statements.  In evaluating the Company, its business and any investment in its business, readers should 
carefully consider the following factors. 
 
RISKS RELATED TO THE COMPANY'S BUSINESS 
 
Because of the unique difficulties and uncertainties inherent in mineral exploration ventures, the 
Company faces a high risk of business failure. 
 
Potential investors should be aware of the difficulties normally encountered by mineral exploration 
companies and the high rate of failure of such enterprises. The likelihood of success must be 
considered in light of the problems, expenses, difficulties, complications, and delays encountered in 
connection with the exploration program that the Company intends to undertake on its properties and 
any additional properties that may be acquired. These potential problems include unanticipated 
problems relating to exploration, and additional costs and expenses that may exceed current estimates.  
The expenditures to be made by the Company in the exploration of its properties may not result in the 
discovery of mineral deposits.  Any expenditure that the Company may make in the exploration of any 
other mineral property that it may acquire may not result in the discovery of any commercially 
exploitable mineral deposits.  Problems such as unusual or unexpected geological formations and other 
conditions are involved in all mineral exploration and often result in unsuccessful exploration efforts.  



Makena Resources Inc.  
For the three and six months ended December 31, 2018 – Page 17 
 

 

If the results of the Company's exploration do not reveal viable commercial mineralization, the 
Company may decide to abandon some or all of its property interests. 
 
Because of the speculative nature of the exploration of mineral properties, there is no assurance that 
exploration activities will result in the discovery of any quantities of mineral deposits on the 
Company's current properties or any other additional properties it may acquire. 
 
The Company intends to continue exploration on its current properties, and it may or may not acquire 
additional interests in other mineral properties. The search for mineral deposits as a business is 
extremely risky.  The Company can provide investors with no assurance that exploration on its current 
properties, or any other property that it may acquire, will establish that any commercially exploitable 
quantities of mineral deposits exist.  Additional potential problems may prevent the Company from 
discovering any mineral deposits.  These potential problems include unanticipated problems relating to 
exploration and additional costs and expenses that may exceed current estimates. If the Company is 
unable to establish the presence of mineral deposits on its properties, its ability to fund future 
exploration activities will be impeded, the Company will not be able to operate profitably, and 
investors may lose all of their investment in the Company. 
 
Because of the inherent dangers involved in mineral exploration and exploitation, there is a risk that 
the Company may incur liability or damages as it conducts business. 
 
The search for mineral deposits involves numerous hazards. As a result, the Company may become 
subject to liability for such hazards, including pollution, cave-ins and other hazards against which the 
Company cannot insure or against which it may elect not to insure. At the present time the Company 
has no coverage to insure against these hazards. The payment of such liabilities may have a material 
adverse effect on the Company's financial position. 
 
The potential profitability of mineral ventures depends in part upon factors beyond the control of the 
Company and even if it discovers and exploit mineral deposits, the Company may never become 
commercially viable and it may be forced to cease operations. 
 
The commercial feasibility of an exploration program on a mineral property is dependent upon many 
factors beyond the Company's control, including the existence and size of mineral deposits in the 
properties the Company explore, the proximity and capacity of processing equipment, market 
fluctuations of prices, taxes, royalties, land tenure, allowable production, and environmental regulation.  
These factors cannot be accurately predicted and any one or a combination of these factors may result 
in the Company not receiving an adequate return on invested capital. These factors may have material 
and negative effects on financial performance and the Company's ability to continue operations. 
 
Exploration and exploitation activities are subject to comprehensive regulation which may cause 
substantial delays or require capital outlays in excess of those anticipated causing an adverse effect on 
the Company. 
 
Exploration and exploitation activities are subject to federal, provincial, and local laws, regulations, 
and policies, including laws regulating the removal of natural resources from the ground and the 
discharge of materials into the environment.  Exploration and exploitation activities are also subject to 
federal, provincial, and local laws and regulations which seek to maintain health and safety standards 
by regulating the design and use of drilling methods and equipment.  
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Environmental and other legal standards imposed by federal, provincial, or local authorities may be 
changed, and any such changes may prevent the Company from conducting planned activities or may 
increase its costs of doing so, which would have material adverse effects on its business. Moreover, 
compliance with such laws may cause substantial delays or require capital outlays in excess of those 
anticipated, thus causing an adverse effect on the Company. Additionally, the Company may be subject 
to liability for pollution or other environmental damages that it may not be able to or elect not to insure 
against due to prohibitive premium costs and other reasons. Any laws, regulations or policies of any 
government body or regulatory agency may be changed, applied, or interpreted in a manner which will 
alter and negatively affect the Company's ability to carry on its business. 
 
Because the Company's property interests may not contain mineral deposits and because has never 
made a profit from operations, its securities are highly speculative, and investors may lose all of their 
investment in the Company. 
 
The Company's securities must be considered highly speculative, generally because of the nature of its 
business and the stage of operations. The Company currently has exploration stage property interests 
which may not contain mineral deposits.  The Company may or may not acquire additional interests in 
other mineral properties, but it does not have plans to acquire rights in any specific mineral properties 
as of the date of this report. Accordingly, the Company has not generated significant revenues, nor has 
it realized a profit from its operations to date and there is little likelihood that it will generate any 
revenues or realize any profits in the short term. Any profitability in the future from its business will be 
dependent upon locating and exploiting mineral deposits on its current properties or mineral deposits 
on any additional properties that it may acquire. The likelihood that any mineral properties that it may 
acquire or have an interest in will contain commercially exploitable mineral deposits is extremely 
remote. The Company may never discover mineral deposits in respect to its current properties or any 
other area, or it may do so and still not be commercially successful if it is unable to exploit those 
mineral deposits profitably. The Company may not be able to operate profitably and may have to cease 
operations, the price of its securities may decline, and investors may lose all of their investment in the 
Company. 
 
As the Company faces intense competition in the mineral exploration and exploitation industry, it will 
have to compete with its competitors for financing and for qualified managerial and technical 
employees. 
 
The Company's competition includes large established mining companies with substantial capabilities 
and with greater financial and technical resources than it has. As a result of this competition, the 
Company may have to compete for financing and be unable to acquire financing on terms it considers 
acceptable. The Company may also have to compete with the other mining companies for the 
recruitment and retention of qualified managerial and technical employees. If the Company is unable to 
successfully compete for financing or for qualified employees, its exploration programs may be slowed 
down or suspended, which may cause it to cease operations as a company. 
 
The Company has a history of losses and have a deficit, which raises substantial doubt about its ability 
to continue as a going concern. 
 
The Company has not generated any revenues since its date of inception, and it will continue to incur 
operating expenses without revenues until it engages in commercial operations. The Company's 
accumulated losses at December 31, 2018 were $25,027,718 since its inception. The Company had 
cash in the amount of $28,502 as at December 31, 2018. The Company estimates that its average 
monthly operating expenses to be approximately $25,000 each month. The Company cannot provide 
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assurances that it will be able to successfully explore and develop its property interests. These 
circumstances raise substantial doubt about the Company's ability to continue as a going concern, 
which was also described in an explanatory paragraph to the independent auditors' report on the 
Company's audited financial statements for the year ended June 30, 2018. If the Company is unable to 
continue as a going concern, investors will likely lose all of their investments in the Company. 
 
The Company's future is dependent upon its ability to obtain financing and if it does not obtain such 
financing, it may have to cease exploration activities and investors could lose their entire investment. 
 
There is no assurance that the Company will operate profitably or will generate positive cash flow in 
the future. The Company will require additional financing in order to proceed with the exploration and 
development of its properties. The Company will also require additional financing for the fees it must 
pay to maintain its status in relation to the rights to its properties and to pay the fees and expenses 
necessary to operate as a public company. The Company will also need more funds if the costs of the 
exploration of its mineral claims are greater than it has anticipated. The Company will require 
additional financing to sustain its business operations if it is not successful in earning revenues. The 
Company will also need further financing if it decides to obtain additional mineral properties. The 
Company currently does not have any arrangements for further financing, and it may not be able to 
obtain financing when required. The Company's future is dependent upon its ability to obtain 
financing. If the Company does not obtain such financing, its business could fail, and investors could 
lose their entire investment. 
 
The Company's directors and officers are engaged in other business activities and accordingly may not 
devote sufficient time to its business affairs, which may affect the Company's ability to conduct 
operations and generate revenues. 
 
The Company's directors and officers are involved in other business activities.  As a result of their 
other business endeavours, the directors and officers may not be able to devote sufficient time to the 
Company's business affairs, which may negatively affect its ability to conduct ongoing operations and 
the Company's ability to generate revenues. In addition, the management of the Company may be 
periodically interrupted or delayed as a result of its officers’ other business interests. 
 
RISKS RELATING TO THE COMPANY'S COMMON STOCK 
 
A decline in the price of the Company's common stock could affect its ability to raise further working 
capital and adversely impact its ability to continue operations. 
 
A prolonged decline in the price of its common stock could result in a reduction in the liquidity of its 
common stock and a reduction in the Company's ability to raise capital. Because a significant portion 
of the Company's operations have been and will be financed through the sale of equity securities, a 
decline in the price of its common stock could be especially detrimental to its liquidity and operations. 
Such reductions may force the Company to reallocate funds from other planned uses and may have a 
significant negative effect on the business plan and operations, including the Company’s ability to 
develop new products and continue current operations. If the Company's stock price declines, the 
Company can offer no assurance that it will be able to raise additional capital or generate funds from 
operations sufficient to meet its obligations. If the Company is unable to raise sufficient capital in the 
future, it may not be able to have the resources to continue its normal operations. 
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The market price for the Company's common stock may also be affected by its ability to meet or 
exceed expectations of analysts or investors. Any failure to meet these expectations, even if minor, 
may have a material adverse effect on the market price of its common stock.  
 
Additional Information 
 
The Company files annual and interim reports, information circulars and other information with certain 
Canadian securities regulatory authorities. The documents filed with the Canadian securities regulatory 
authorities are available at http://www.sedar.com. 
 



Makena Resources Inc. 
Management Discussion and Analysis 

For the year ended June 30, 2018 
 
Date of Report: October 29, 2018 
 
The following discussion and analysis of the Company's financial condition and results of operations for 
the year ended June 30, 2018 should be read in conjunction with the financial statements and related 
notes. The requisite financial data presented for the relevant periods has been prepared in accordance 
with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting 
Standards Board (“IASB”) and interpretations issued by the International Financial Reporting 
Interpretations Committee (“IFRIC”).  
 
Disclaimer for Forward-Looking Information 
 
Certain statements in this annual report are forward-looking statements which reflect management’s 
expectations regarding future growth, results of operations, performance, business prospects and 
opportunities such as intended work programs on existing properties, the Company's ability to meet 
financial commitments and its ability to raise funds when required. Forward-looking statements consist 
of statements that are not purely historical, including any statements regarding beliefs, plans, 
expectations or intentions regarding the future.  Such statements are subject to risks and uncertainties 
that may cause actual results, performance or developments to differ materially from those contained in 
the statements. No assurance can be given that any of the events anticipated by the forward-looking 
statements will occur or, if they do occur, what benefits the Company will obtain from them.  These 
forward-looking statements reflect management’s current views and are based on certain assumptions 
and speak only as of the date of this report.  These assumptions, which include management’s current 
expectations, estimates and assumptions about current mineral property interests, the global economic 
environment, the market price and demand for commodities and the Company’s ability to manage its 
property interests and operating costs, may prove to be incorrect. A number of risks and uncertainties 
could cause actual results to differ materially from those expressed or implied by the forward-looking 
statements, including (1) a downturn in general economic conditions, (2) a decreased demand or price 
of commodities, (3) delays in the start of projects with respect to its property interests, (4) inability to 
locate and acquire additional property interests, (5) the uncertainty of government regulation and politics 
in North America regarding mining, (6) potential negative financial impact from regulatory 
investigations, claims, lawsuits and other legal proceedings and challenges, and (7) other factors beyond 
the Company's control. 
 
There is a significant risk that such forward-looking statements will not prove to be accurate.  Investors 
are cautioned not to place undue reliance on these forward-looking statements.  No forward-looking 
statement is a guarantee of future results. The Company disclaims any intention or obligation to update 
or revise any forward-looking statements, whether as a result of new information, future events or 
otherwise, except as required by law. 
 
Additional information about these and other assumptions, risks and uncertainties are set out in the 
section entitled “Risk Factors” below. 
 
Nature of Business  
 
The Company’s principal business activities include acquiring, exploring and evaluation of mineral 
properties. At June 30, 2018, the Company’s mineral interests are located in Canada as further described 
below. 
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Mineral Properties 
 
BC Clone Mineral Claims 
 
By an option agreement dated November 28, 2005, and amended June 9, 2009, the Company acquired 
the right to earn an undivided 50% interest in the Clone mineral claims, situated in the Skeena Mining 
Division of northwestern British Columbia.  Under the terms of the option agreement, the Company 
earned its undivided 50% interest in the Clone mineral claims by paying a total of $120,000 cash 
consideration, issuing 500 common shares, and incurring exploration expenditures on the Clone mineral 
claims aggregating $1,800,000. 
 
In August 2017, the Company decided to drop or reduce the size of certain mineral claims. Accordingly, 
prior acquisition costs of $56,538 and exploration costs of $706,043 associated with these claims were 
written off as of June 30, 2017. 
 
In September 2017, the Company entered into a purchase agreement (the “Agreement”) with an arm’s 
length party, Sunvest Minerals Corp. (“Sunvest”). Sunvest agreed to acquire all of the Company’s right, 
title and interest in and to the undivided 50% interest in the Clone mineral claims. In consideration, 
Sunvest agreed to pay the Company an aggregate total of $300,000 over a two year period ($100,000 on 
or before October 5, 2018 and the remaining $200,000 on or before October 5, 2019); issue 3,000,000 
common shares of Sunvest to the Company on or before October 10, 2017 (received); and assume the 
liabilities incurred by the Company in connection with its interest in the Clone mineral claims totaling 
$72,386 (assumed). The Company agreed not to sell, deal, assign or transfer 1,000,000 of Sunvest shares 
until February 12, 2018, 1,000,000 until October 5, 2018 and 1,000,000 until October 5, 2019. 
Accordingly, the Company further wrote off the carrying value of the Clone mineral claims by $454,766 
as of June 30, 2017 and $64,000 as of June 30, 2018, respectively.  This transaction closed during the 
year ended June 30, 2018. 

 
 SK DB Diamond Prospect  

 
On June 28, 2016, the Company entered into a share purchase agreement (the “DB Agreement”) with 
three arm’s length vendors (the “Diamond Vendors”) to purchase a 100% of the issued and outstanding 
shares of DB Diamond Holdings Inc. (“DB”), which holds a 100% interest in prospective diamond 
claims in the Athabasca of Saskatchewan. The acquisition has been accounted for as an asset acquisition. 
In July 2016, the Company issued 800,000 shares (issued at a value of $560,000) to the Diamond 
Vendors pursuant to the DB Agreement. 
 
In September 2018, the Company decided to drop the property claims. Accordingly, prior acquisition 
costs of $560,000 associated with these claims were written off as of June 30, 2018. 
 
QB Bachman Lithium Prospect 
 
On August 24, 2016, the Company entered into a share purchase agreement (the “Bachman Agreement”) 
with three arm’s length vendors (the “Bachman Vendors”) to purchase 100% of the issued and 
outstanding shares of Bachman Lithium Corp. (“Bachman”). The sole asset of Bachman consisted of 
certain mineral claims in the Abitibi area of Quebec Province. The acquisition has been accounted for as 
an asset acquisition. In September 2016, the Company issued 675,000 shares (issued at a value of 
$270,000) to the Bachman Vendors pursuant to the Bachman Agreement.  
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During the year ended June 30, 2018, the Company decided to drop or reduce the size of certain mineral 
claims. Accordingly, prior acquisition costs of $133,291 associated with these claims were written off 
during the third quarter. 
 
As at June 30, 2018, the Company had advanced $19,080 to vendors and spent a total of $2,564 in 
exploration expenditures on the remaining claims of this property. 
 
Management plans to investigate this property, however additional funds will need to be raised, through 
equity financings, shareholder loans, or otherwise, to continue exploration on this property.  Although 
we have secured financings in the past, there is no assurance that we will be able to do so in the future 
on terms that are favourable to the Company or at all.   
 
BC Barker Cariboo Gold Prospect (Barkerville West) 
 
On December 20, 2017, the Company entered into a share purchase agreement (the “Agreement”) with 
an arm’s length vendor (the “Vendor”) to purchase 100% of the issued and outstanding shares of Barker 
Cariboo Gold Corp. (“Barker”). The sole asset of Barker consisted of certain mineral claim in the Cariboo 
Region of British Columbia. The acquisition has been accounted for as an asset acquisition. On January 
2, 2018, the Company issued 2,300,000 shares (issued at a value of $368,000) and paid $15,000 to the 
Vendor pursuant to the Agreement. Barker became a wholly-owned subsidiary of the Company. 
 
In May 2018, the property claims were dropped and prior acquisition costs of $383,000 and exploration 
costs of $9,800 associated with these claims were written off during the third quarter. 
 
BC Barker Cariboo Gold Prospect (Barkerville South) 
 
On May 4, 2018, the Company entered into a property purchase agreement (the “Agreement”) with an 
arm’s length vendor (the “Vendor”) to acquire a 100% interest in 641 hectares of land prospective for 
gold in the Cariboo Region of B.C. by issuing 2,100,000 shares pursuant to the Agreement. Subsequent 
to June 30, 2018, the Company issued 2,100,000 common shares to the Vendor pursuant to the terms of 
the Agreement. 
 
Subsequent to June 30, 2018, 29 soil samples were collected along a north-south trending road over a 
distance of 750m at an elevation of 1,100 meters.  Samples were sent to ALC Chemex and the samples 
were analysed for 34 elements including gold, copper and arsenic.  The results consisted of one sample 
valued at 41 parts per billion gold the next best sample was 9 parts per billion gold.  The highest grade 
copper sample was 65 ppm copper. 
 
Management plans to investigate this property, however additional funds will need to be raised, through 
equity financings, shareholder loans, or otherwise, to continue exploration on this property.  Although 
we have secured financings in the past, there is no assurance that we will be able to do so in the future 
on terms that are favourable to the Company or at all.   
 
Overall Performance  
 
The Company is a mineral exploration issuer engaged in the business of the acquisition, exploration and, 
if warranted, development of mineral properties. As such, it has not had any revenues in the past two 
fiscal years. The Company does not expect to generate consistent revenues from production of its 
properties in the foreseeable future. The Company expects to continue to incur expenses as work is 
conducted to further explore and develop its mineral properties.  
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The Company has conducted limited exploration on its mineral properties to date, due to, among other 
things, the uncertainties associated with the prices of precious and base metals and other minerals, 
restrictions on accessing the mineral properties due to climate issues, the availability of equity financing 
for the purposes of mineral exploration and development and the global economic climate.  The 
Company is in the process of exploring its mineral properties and has not yet determined whether the 
mineral properties contain reserves that are economically recoverable.  The Company’s future 
performance is largely tied to the outcome of future exploration and the overall financial markets. 
 
The recoverability of minerals from the Company’s mineral properties are dependent upon, among other 
things, the discovery of economically recoverable reserves, the ability of the Company to obtain 
necessary financing to continue to explore and develop its properties and upon future profitable 
production. Uncertainty in credit markets has led to increased difficulties in raising and borrowing funds. 
As a result, the Company may have difficulties raising equity financing for the purposes of exploration 
and development of the Company’s mineral properties, without diluting the interests of current 
shareholders of the Company.  
 
As at June 30, 2018, the Company had a working capital deficiency of $578,359 and cash of $92,424 as 
compared to working capital deficiency of $718,721 and cash of $103,902 as at June 30, 2017. As at 
June 30, 2018, the Company had an accumulated deficit of $24,487,409 since inception. The Company 
expects to incur further losses in the development of its business, all of which casts substantial doubt on 
the Company’s ability to continue as a going concern.  
 
Net comprehensive loss decreased from $2,329,740 for the year ended June 30, 2017 to $1,857,192 for 
the year ended June 30, 2018. The decrease in net comprehensive loss was mainly due to a decrease in 
management fees of $119,400 over the previous fiscal year due to the resignation of the Company’s CEO 
in November 2017 and $93,860 in share based payments incurred due to a one-time grant of 580,000 
options in the prior fiscal year. Net comprehensive loss also decreased due to an overall decrease in other 
expenses mainly relating to an overall lower write-down of exploration and evaluation properties and 
bad debt expense which was partially offset by an increase in interest expense and an unrealized loss on 
marketable securities. 
  
As a result, management believes that the Company’s available funds will not be sufficient to meet its 
working capital requirements for the next twelve month period. Management anticipates that additional 
funds will need to be raised, through equity financings, shareholder loans, or otherwise, to fund the 
Company’s planned work programs on its mineral properties and ongoing operations. Although the 
Company has secured financings in the past, there is no assurance that it will be able to do so in the 
future on terms that are favourable to the Company or at all. The Company may have difficulty raising 
additional funds as necessary due to a number of uncertainties and risk factors, including uncertainty in 
credit markets, fluctuation in commodity prices and general economic downturns. See “Liquidity and 
Capital Resources” and “Risk Factors” for a discussion of risk factors that may impact the Company’s 
ability to raise funds. 
 
Information about the Company’s commitments relating to the Company's mineral property is discussed 
above under “Nature of Business – Mineral Properties”.  
 
Additional information about the risks and uncertainties relating to the Company’s business and financial 
performance is discussed below under “Risk Factors”. 
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Summary of Quarterly Results  
 
The following table provides selected quarterly unaudited financial data for the eight most recently 
completed interim quarters: 
 

 2018 
Fourth 

2018 
Third 

2018 
Second 

2018 
First 

2017 
Fourth 

2017 
Third 

2017 
Second 

2017 
First 

 
Revenues 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Operating 
expenses 

 
$(165,401) 

 
$(150,753) 

 
$(162,318) 

 
$(150,388) 

 
$(293,179) 

 
$(183,733) 

 
$(195,227) 

 
$(201,596) 

Loss before 
other items: 

 
$(165,401) 

 
$(150,753) 

 
$(162,318) 

 
$(150,388) 

 
$(293,179) 

 
$(183,733) 

 
$(195,227) 

 
$(201,596) 

Loss per share 
(Basic and 
Diluted) 

 
$(0.01) 

 
$(0.01) 

 
$(0.01) 

 
$(0.02) 

 
$(0.04) 

 
$(0.03) 

 
$(0.03) 

 
$(0.03) 

Other Items 
Bad debt 
expense 

 
$(1,136) 

 
$Nil 

 
$Nil 

 
$Nil 

 
$(132,074) 

 
$Nil 

 
$Nil 

 
$Nil 

Interest 
income 

 
$23 

 
$17 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Interest 
expense 

 
$Nil 

 
$Nil 

 
$(5,082) 

 
$(16,915) 

 
$(2,255) 

 
$Nil 

 
$Nil 

 
$Nil 

 
Other income 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$15,321 

 
$Nil 

 
$8,630 

 
$Nil 

FT share 
premium 

 
$6,611 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$30,889 

 
$Nil 

Gain on write-
off of trade 
payables $5,880 $Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Loss on 
settlement of 
trade payables $(9,680) $Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Loss on sale of 
marketable 
securities $(2,250) $(534) 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Unrealized 
loss on 
marketable 
securities $(20,570) $(34,605) 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

 
$Nil 

Write down of 
mineral 
properties 

 
$(555,000) 

 
$(526,091) 

 
$Nil 

 
$(69,000) 

 
$(1,217,347) 

 
$Nil 

 
$Nil 

 
$(159,169) 

Net 
comprehensive 
loss  

 
$(741,523) 

 
$(711,966) 

 
$(167,400) 

 
$(236,303) 

 
$(1,629,534) 

 
$(183,733) 

 
$(155,708) 

 
$(360,765) 

Basic and 
diluted loss 
per share 

 
 

$(0.04) 

 
 

$(0.04) 

 
 

$(0.01) 

 
 

$(0.03) 

 
 

$(0.23) 

 
 

$(0.03) 

 
 

$(0.02) 

 
 

$(0.05) 
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Summary of Results During Prior Eight Quarters  
 
Net comprehensive loss decreased by $205,057 from the first quarter of 2017 to the second quarter of 
2017 mainly due to a decrease in general exploration expenses.  
 
Net comprehensive loss increased by $28,025 from the second quarter of 2017 to the third quarter of 
2017 mainly due to a decrease in flow-through share premium.  
 
Net comprehensive loss increased by $1,445,801 from the third quarter of 2017 to the fourth quarter of 
2017 mainly due to an increase in the write-down of exploration and evaluation assets associated with 
the Clone mineral claims.  
 
Net comprehensive loss decreased by $1,393,231 from the fourth quarter of 2017 to the first quarter of 
2018 mainly due to a decrease in the write-down of exploration and evaluation assets.  
 
Net comprehensive loss decreased by $68,903 from the first quarter of 2018 to the second quarter of 2018 
mainly due to a decrease in the write-down of exploration and evaluation assets.  
 
Net comprehensive loss increased by $544,566 from the second quarter of 2018 to the third quarter of 
2018 mainly due to an increase in the write-down of exploration and evaluation assets and unrealized 
loss on marketable securities. 
 
Net comprehensive loss increased by $29,557 from the third quarter of 2018 to the fourth quarter of 2018 
mainly due to an increase in the write-down of exploration and evaluation assets and partially offset by 
a decreased unrealized loss on marketable securities. 
 
Selected Annual Information 
 
The following table sets out selected audited financial information for our company, which has been 
prepared in accordance with IFRS: 
 

 Year ended June 30, 
 2018 2017 2016 
Total revenues $Nil $Nil $Nil 
Loss before discontinued operations and extraordinary items: 
Total $(1,857,192) $(2,329,740) $(1,310,540) 
Per share $(0.10) $(0.33) $(0.39) 
Per share fully diluted $(0.10) $(0.33) $(0.39) 
Net loss: 
Total $(1,857,192) $(2,329,740) $(1,310,540) 
Per share $(0.10) $(0.33) $(0.39) 
Per share fully diluted $(0.10) $(0.33) $(0.39) 
Total assets $724,181 $1,699,430 $2,415,225 
Total long term debt $Nil $1,236,000 $Nil 
Cash dividends $Nil $Nil $Nil 
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Year Ended June 30, 2018 Compared to the Year Ended June 30, 2017 
 
Net comprehensive loss decreased by $472,548 to $1,857,192 for the year ended June 30, 2018 from 
$2,329,740 for the year ended June 30, 2017, mainly due to a decrease in the write down of exploration 
and evaluation assets (fiscal 2018: $1,150,091 fiscal 2017: $1,376,516;) and decreases in operating 
expenses. Operating expenses decreased by $244,875 to $628,860 for the year ended June 30, 2018 from 
$873,735 for the year ended June 30, 2017. The decrease in operating expenses was mainly attributable 
to share based payments incurred in fiscal 2017 (fiscal 2018: $Nil; fiscal 2017: $93,860), and 
management expenses (fiscal 2018: $7,500; fiscal 2017: $126,900). These expenses represent the costs 
of administering a public company. 
 
Total assets decreased from $1,699,430 as at June 30, 2018 to $724,181 as at June 30, 2018 due to 
decreases in exploration and evaluation assets (fiscal 2018: $158,353; fiscal 2017: $1,571,386); prepaid 
expenses (fiscal 2018: $Nil; fiscal 2017: $7,235); receivables (fiscal 2018: $307,879; fiscal 2017: 
$16,907) and partially offset by an increase in marketable securities (fiscal 2018: $165,525; fiscal 2017: 
$Nil). 
 
Total long term debt decreased from $1,236,000 as at June 30, 2017 to $Nil as at June 30, 2018 due to 
the Company entering into loan agreements with various parties.  
 
Year Ended June 30, 2017 Compared to the Year Ended June 30, 2016 
 
Net comprehensive loss increased by $1,019,200 to $2,329,740 for the year ended June 30, 2017 from 
$1,310,540 for the year ended June 30, 2016, mainly due to an increase in the write down of exploration 
and evaluation assets (fiscal 2017: $1,376,516; fiscal 2016: $587,183).  Operating expenses increased 
by $152,611 to $873,735 for the year ended June 30, 2017 from $721,124 for the year ended June 30, 
2016.  The increase in operating expenses was mainly attributable to increases in share based payments 
(fiscal 2017: $93,860; fiscal 2016: $Nil), and consulting expenses (fiscal 2017: $473,075; fiscal 2016: 
$360,087). These expenses represent the costs of administering a public company.   
 
Total assets decreased from $2,415,225 as at June 30, 2016  to $1,699,430 as at June 30, 2017 due to  
decreases in exploration and evaluation assets (fiscal 2017: $1,571,386; fiscal 2016: $1,873,733); cash 
(fiscal 2017: $103,902; fiscal 2016: $342,334);  and related party receivables (fiscal 2017: $Nil; fiscal 
2016: $177,616). 
 
Total long term debt increased from Nil as at June 30, 2016 to $1,236,000 as at June 30, 2017 due to the 
Company entering into loan agreements with various parties.  
 
See “Overall Performance” for a discussion of trends in financial position and financial performance of 
our company. 
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Discussion of Operations 
 
Our company did not generate any revenue for the years ended June 30, 2018 and June 30, 2017. Net 
comprehensive loss for the year ended June 30, 2018 decreased to $1,857,192 for the year ended June 
30, 2018 from $2,329,740 for the year ended June 30, 2017, mainly due to a decrease in the write-down 
of exploration and evaluation assets associated with the Clone, DB Diamond, Bachman Lithium and 
Barkerville West mineral claims compared to the previous fiscal year (fiscal 2018: $1,150,091; fiscal 
2017: $1,376,516 associated with Clone and Patterson mineral claims). 
 
Operating expenses decreased to $628,860 for the year ended June 30, 2018 from $873,735 for the year 
ended June 30, 2017. The decrease in operating expenses was mainly attributable to share-based 
payments incurred in fiscal 2017 totaling $93,860 compared to $Nil in fiscal 2018 and management 
expenses of $7,500 in fiscal 2018 and $126,900 in fiscal 2017. 
 
See “Selected Annual Information” for a discussion of our financial condition and financial performance 
and factors that have caused period to period variations. 
 
See “Nature of Business – Mineral Properties” for a discussion of our mineral properties on a property 
by property basis, including our plans for our mineral property, the status of our plans, expenditures 
made and the anticipated timing and costs to take our mineral property to the next stage of the project 
plan. 
 
As at June 30, 2018, the Company had two fully owned properties where the Company has not yet 
commenced development; there are significant risks associated with the development of these properties. 
Subsequent to June 30, 2018, the Company dropped one of the properties. See “Overall Performance” 
for a discussion of the commitments, events, risks and uncertainties that the Company believes will 
materially affect the Company’s future performance and “Risk Factors” for a discussion of risk factors 
affecting the Company. 
 
Use of proceeds 
 

Financing Previously Disclosed Use of Proceeds Status of Use of Proceeds 

$500,000 
October 2017 
Private Placement 

Towards accounts payable and accrued 
liabilities, repayment of loans, exploration of 
properties and general working capital.  

As of the date of this report, 
$377,305 used in working 
capital and accounts payable 
and accrued liabilities, 
$15,000 used in acquisition 
costs on the Barkerville 
West Prospect, $31,444 used 
in the exploration work on 
the Bachman Lithium and 
Barkerville West Prospects, 
$65,752 in loan repayments, 
and $10,499 in share 
issuance costs. 
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In October 2017, the Company closed a private placement consisting of 4,166,667 non flow-through 
units at $0.12 per unit for gross proceeds of $500,000. Each non flow-through unit consisted of one 
common share and one share purchase warrant which entitles the holder to purchase one additional 
common share of the Company at a price of $0.16 per share until October 27, 2022. In connection with 
the financing, the Company incurred filing fees of $899, paid aggregate finder’s fees of $9,600 and 
issued 80,000 broker warrants. Each broker warrant will be exercisable at $0.16 per share into one 
common share until October 27, 2022.   
 
Liquidity and Capital Resources  
 
Liquidity  
 
As at June 30, 2018, the Company had a working capital deficiency of $578,359 and cash of $92,424 as 
compared to working capital deficiency of $718,721 and cash of $103,902 as at June 30, 2017. Total 
current assets increased by $162,784 and current liabilities increased by $22,422 from June 30, 2017 to 
June 30, 2018. Current liabilities as at June 30, 2018 consisted of trade and other payables of $869,187 
(June 30, 2017 – $808,399) and flow-through share premium liability of $Nil (June 30, 2017 – $6,611).    
 
In May and June 2017, the Company received loan advances totaling $29,500 from three arm’s length 
parties (the “Lenders”), bearing 18% interest per annum and due upon demand. During the year ended 
June 30, 2018, the Company fully repaid these loans. 
 
In May 2017, the Company announced a private placement of up to 14,583,333 units at $0.12 per unit 
for gross proceeds of up to $1,750,000. The Company received $1,236,000 in share subscriptions from 
eight arm's length parties and one director of the Company (collectively, the “Subscribers”) in connection 
with this private placement. In June 2017, the Company cancelled the private placement. The Company 
entered into loan agreements (the “Agreements”) with the Subscribers. Pursuant to the terms of the 
Agreements, the Subscribers agreed to convert a total of $1,236,000 into loans payable, bearing 5% 
interest per annum and due on July 19, 2018. During the year ended June 30, 2018, the Company repaid 
loan principal of $12,000 to a director and loan interest of $24,252 to all lenders. The remaining loans 
of $1,224,000 were settled at a deemed price of $0.12 per unit. Each unit consisted of one common share 
of the Company and one share purchase warrant which entitles the holder to purchase one additional 
common share of the Company at a price of $0.16 per share until October 27, 2022. 

 
As at June 30, 2018, $Nil (June 30, 2017: $1,265,500) of loan principal and $Nil (June 30, 2017: $2,255) 
of loan interest was outstanding towards these loans. 
 
In October 2017, the Company closed a private placement (the “Offering”) consisting of 4,166,667 units 
at $0.12 per unit for gross proceeds of $500,000. Each unit consisted of one common share of the 
Company and one share purchase warrant which entitles the holder to purchase one additional common 
share of the Company at a price of $0.16 per share until October 27, 2022. In connection with the 
Offering, the Company paid aggregate finders’ fees of $9,600, filing fees of $899 and issued 80,000 
broker warrants with an estimated fair value of $16,000 recorded to share issue costs. The broker 
warrants are exercisable into one common share each at $0.16 per share until October 27, 2022. 
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 In October 2017, the Company issued 36,167 units pursuant to trade payables settlement totaling $4,340. 
Each unit consisted of one common share of the Company and one share purchase warrant which entitles 
the holder to purchase one additional common share of the Company at a price of $0.16 per share until 
October 27, 2022. The fair value of the shares was estimated at $7,053. The warrants were valued at 
$6,967 using the Black-Scholes pricing model. 

 
 In October 2017, the Company closed a debt settlement whereby $1,224,000 of outstanding loans were 

settled at a deemed price of $0.12 per unit. Each unit consisted of one common share of the Company 
and one share purchase warrant which entitles the holder to purchase one additional common share of 
the Company at a price of $0.16 per share until October 27, 2022. 

 
Subsequent to June 30, 2018, the Company sold 207,000 Sunvest shares for gross proceeds of $15,123. 

 
The Company anticipates it will need additional funds to fund the next twelve month period.  
 
Management believes that the Company’s cash will not be sufficient to meet its working capital 
requirements for the next twelve month period. As a mineral exploration company, expenses are 
expected to increase as the Company explores its mineral properties further.   
 
The Company’s ability to conduct the planned work programs on its mineral properties, meet its ongoing 
levels of corporate overhead and discharge its liabilities as they become due is dependent, in large part, 
on the ability of management to raise additional funds as necessary. Management anticipates that 
additional equity financings will need to be conducted to raise additional funds which, if successful, will 
result in dilution in the equity interests of the Company’s current shareholders.  Obtaining commercial 
loans, assuming those loans would be available, will increase liabilities and future cash commitments. 
Although the Company secured financings in the past, there is no assurance that the Company will be 
able to do so in the future on terms that are favourable to it or at all. The Company’s ability to raise 
additional funds in the future and its liquidity may be negatively impacted by a number of factors, 
including changes in commodity prices, market volatility and general economic downturns. 
 
There is substantial doubt about the Company’s ability to continue as a going concern as the continuation 
of its business is dependent upon obtaining further long-term financing, successful exploration of its 
mineral property interests, the identification of reserves sufficient to warrant development, successful 
development of its property interests and achieving a profitable level of operations. Due to the 
uncertainty of the Company's ability to meet its current operating and capital expenses, in their notes to 
the audited financial statements for the year ended June 30, 2018, the independent auditors included an 
explanatory paragraph regarding their substantial doubt about the Company's ability to continue as a 
going concern. See “Risk Factors”.  
 
Capital Resources 
 
The Company has the following commitments for capital expenditures with respect to its mineral 
properties as of June 30, 2018. The expenditures are optional, and the Company may decide not to incur 
such payments in the event the Company does not decide to pursue further exploration with respect to 
such properties. 
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 BC Barker Cariboo Gold Prospect (Barkerville South) 

o This claim is in good standing until April 18, 2019. In order to renew this claim for 
another year, the Company is required to spend no less than $3,207 in exploration or to 
pay cash-in-lieu of $6,414 by April 18, 2019.  

 QC Bachman Lithium Prospect 

o Forty (40) claims are due to expire on July 28, 2020. In order to renew these claims for 
another two years, the Company is required to incur a minimum of $31,200 in 
exploration on these claims by May 27, 2020 or pay it in annual rental income to the 
Minister of Finance by July 28, 2020. Fees associated with these claims are $2,564 if 
paid by May 27, 2020 or it will be doubled to $5,128 if paid between May 28, 2020 and 
July 28, 2020. 

o Two (2) claims will expire on October 13, 2020. In order to renew these claims for 
another two years, the Company is required to incur a minimum of $1,560 in exploration 
on these claims by August 13, 2020 or pay it in annual rental income to the Minister of 
Finance by October 13, 2020. Fees associated with these claims are $128 if pay by 
August 13, 2020 or it will be doubled to $256 if pay between August 14, 2020 and 
October 13, 2020. 

o One (1) claim will expire on November 3, 2020. In order to renew this claim for another 
two years, the Company is required to incur a minimum of $780 in exploration on these 
claims by September 3, 2020 or pay it in annual rental income to the Minister of Finance 
by November 3, 2020. Fees associated with these claims are $64 if pay by September 3, 
2020 or it will be doubled to $128 if pay between September 4, 2020 and November 3, 
2020. 
 

 
If the Company elects to meet these capital expenditure requirements, it is expected that in addition to 
using funds currently available to the Company, additional funds will need to be raised through equity 
financings, shareholder loans or otherwise. The Company’s ability to raise additional funds is subject to 
a number of uncertainties and risk factors. See “Liquidity and Capital Resources – Liquidity”.  
 
See “Nature of Business – Mineral Properties” for a discussion of the Company’s capital expenditure 
commitments with respect to its mineral properties.  
 
Operating Activities 
 
During the year ended June 30, 2018, operating activities used cash of $537,685 compared to $1,280,663 
during the year ended June 30, 2017. The Company’s operating activities usage of cash during the year 
ended June 30, 2018 was mainly due to its net and comprehensive loss of $1,857,192 offset in part by 
the write-down of exploration and evaluation assets of $1,150,091, unrealized loss on marketable 
securities of $55,175, and an increase in trade and other payables of $70,128. The Company’s operating 
activities usage of cash during the year ended June 30, 2017 was mainly due to its net loss of $2,329,740 
and a decrease in trade and other payables of $543,730 offset in part by the write-down of exploration 
and evaluation assets of $1,376,516. Management anticipates that operating activities will continue to 
require large amounts of cash until the Company achieves profitable operations. 
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Investing Activities 
 
During the year ended June 30, 2018, investing activities provided cash of $102,458 due to cash of 
$76,516 earned from the sale of marketable securities, a recovery of $72,386 in exploration and 
evaluation expenditures for debt assumed by Sunvest in the sale of the Clone mineral claims, and offset 
by $46,444 in exploration and evaluation expenditures compared to $239,169 cash used during the year 
ended June 30, 2017, which was due to expenditures incurred on exploration and evaluation assets. 
 
Financing Activities 
 
Financing activities provided cash of $423,749 during the year ended June 30, 2018 as compared to cash 
of $1,281,400 provided during the year ended June 30, 2017. The Company's financing activities 
provided $500,000 from the issuance of share capital during the year ended June 30, 2018, offset by 
share issue costs of $10,499, interest payments of $24,252 and loan repayment of $41,500. During the 
year ended June 30, 2017, cash proceeds were provided from the issuance of share capital of $16,500 
and proceeds from loan issuances of $1,265,500, offset by share issue costs of $600. 
 
Changes in Accounting Policies  
 
Accounting standards adopted effective July 1, 2017 
 
Effective July 1, 2017, the following standards were adopted without any material impact on the 
consolidated financial statements. 
 
IAS 7 ‘Statement of Cash Flows’: Disclosure Initiative (“IAS 7”) 
 
Issued in January 2016 and effective for periods beginning on or after January 1, 2017. Early adoption 
is permitted. This disclosure is intended to enable users of financial statements to evaluate changes in 
liabilities arising from financing activities, including both changes arising from cash flows and non-cash 
changes.  
 
 
IAS 12 ‘Income Taxes’ (“IAS 12”) 
 
Issued in January 2016 and effective for periods beginning on or after January 1, 2017. Early adoption 
is permitted and should be disclosed. This standard sets out amendments to the recognition of deferred 
tax assets for unrealized losses. 
 
Accounting standards issued but not yet effective 
 
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 new standards and is currently evaluating the 
impact, if any, that the following new standard might have on its condensed consolidated interim 
financial statements. 
 
IFRS 9 – Financial Instruments (“IFRS 9”) 

 
In November 2009, the IASB issued IFRS 9 Financial Instruments as the first step in its project to replace 
IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 retains but simplifies the mixed 
measurement model and establishes two primary measurement categories for financial assets: amortized 
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cost and fair value. The basis of classification depends on an entity’s business model and the contractual 
cash flow of the financial asset. Classification is made at the time the financial asset is initially 
recognized, namely when the entity becomes a party to the contractual provisions of the instrument. 
 

IFRS 9 amends some of the requirements of IFRS 7 Financial Instruments: Disclosures, including added 
disclosures about investments in equity instruments measured at fair value in other comprehensive 
income, and guidance on financial liabilities and derecognition of financial instruments. The amended 
standard is effective for annual periods beginning on or after January 1, 2018. Adoption by the Company 
will be effective July 1, 2018. 

 
IFRS 15 - Revenue from Contracts with Customers (“IFRS 15”) 

 
In May 2014, the IASB issued IFRS 15 – Revenue from Contracts with Customers ("IFRS 15") which 
supersedes IAS 11 – Construction Contracts, IAS 18 – Revenue, IFRIC 13 – Customer Loyalty 
Programmes, IFRIC 15 – Agreements for the Construction of Real Estate, IFRIC 18 – Transfers of Assets 
from Customers, and SIC 31 – Revenue – Barter Transactions Involving Advertising Services. IFRS 15 
establishes a comprehensive five-step framework for the timing and measurement of revenue 
recognition. The amended standard is effective for annual periods beginning on or after January 1, 2018. 
Adoption by the Company will be effective July 1, 2018 and is not expected to have a material impact. 

 
IFRS 2 – Share-based Payments (“IFRS 2”) 

 
In June 2016 the Board issued the final amendments to IFRS 2 which amended (a) the effects that vesting 
conditions have on the measurement of a cash-settled share-based payment; (b) the accounting for 
modification of the terms of a share-based payment that changes the classification of the transaction from 
cash-settled to equity settled; and (c) classification of share-based payment transactions with net 
settlement features. The amended standard is effective for annual periods beginning on or after January 
1, 2018. Adoption by the Company will be effective July 1, 2018. 

 
IFRS 16 ‘Leases’ (“IFRS 16”) 

 
IFRS 16 will be effective for accounting periods beginning on or after January 1, 2019. Early adoption 
will be permitted, provided the Company has adopted IFRS 15. This standard sets out a new model for 
lease accounting. Adoption by the Company will be effective July 1, 2019 and is not expected to have a 
material impact. 
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Off Balance Sheet Arrangements 
 
The Company did not have any off balance sheet arrangements as of June 30, 2018. 
 
Related Party Transactions  
 
Key management personnel compensation 
 
Key management of the Company are directors and officers of the Company and their remuneration 
includes the following: 

 
        Year ended June 30, 
 2018 2017 
   
Office – administrative fees $         7,200 $              - 
Office rents 14,981 - 
Professional fees  21,000     62,792* 
Vehicle allowance  -  7,200 
Management fees  7,500  126,900 
Share-based payments                -        16,288 
   
 $ 50,681 $ 213,180 

 
*Professional fees relate to the gross amount paid to an officer for accounting services prior to 
chargeback of $46,588, during fiscal 2017, reimbursed by related companies with certain directors in 
common and a common officer. 
 
Related party balances 
 
At June 30, 2018, trade and other payables included $147,669 (June 30, 2017: $231,349) payable to a 
director, a public company with a common director, one former director, and a private company 
controlled by a former director for unpaid fees. These amounts are unsecured, non-interest bearing and 
payable on demand. Trade and other payables as at June 30, 2018 are comprised of the following: $7,500 
payable to an director for unpaid management fees, $37,288 payable to a company controlled by a former 
director for unpaid management fees; $9,926 payable in aggregate to a former director for unpaid 
directors’ fees; $92,325 payable to a former director for management fees; and $630 payable to a public 
company with a director in common.  

 
During the year ended June 30, 2017, the Company entered into agreements with an arm’s length party 
(the “Assignee”) to assign a total of $132,074 owing by two public companies with common directors 
to the Assignee in consideration of the payment of $14,675. Accordingly, the Company recognized 
$132,074 in bad debt expense.  
 
In June 2017, the Company entered into a loan agreement with a director of the Company, to convert 
funds of $12,000 received from this director for a cancelled private placement into a loan, bearing 5% 
interest per annum. During the year ended June 30, 2018, $12,000 of loan principal and $186 of loan 
interest was fully repaid towards this loan.  
 
All transactions with related parties have occurred and are measured at the amount of consideration 
established and agreed to by the related parties. 
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Fourth Quarter - Unaudited  
 
The Company did not have any revenue during the three months ended June 30, 2018 and 2017. Total 
operating expenses were decreased from $293,179 for the three months ended June 30, 2017 to $165,401 
for the three months ended June 30, 2018. The decrease was mainly due to one time share-based payment 
expenses associated with 575,000 options granted in the three months ended June 30, 2017 as compared 
to no options being granted in the three months ended June 30, 2018. 
 
The Company's net comprehensive loss decreased to $741,523 for the three months ended June 30, 2018 
compared to $1,629,534 for the three months ended June 30, 2017.  The decrease resulted mainly from 
a decrease of $662,347 in the write-down of exploration and evaluation assets from the three months 
ended June 30, 2018 as compared to the three months ended June 30, 2017. 
 
Financial and Other Instruments 

 
The Company’s financial instruments consist of cash, marketable securities, receivables, trade and other 
payables, loans payable, and flow-through share premium provisions. The fair value of the Company’s 
receivables, trade and other payables, and loans payable approximate the carrying value, which is the 
amount on the consolidated statements of financial position due to their short-term maturities or ability 
of prompt liquidation. The Company’s cash and marketable securities, is measured at fair value under 
the fair market hierarchy, based on level one quoted prices in active markets for identical assets. 
 
Financial instruments that are measured subsequent to initial recognition at fair value are grouped in 
Levels 1 to 3 based on the degree to which the fair value is observable: 
 

Level 1 - fair value measurements are those derived from quoted prices (unadjusted) in active 
markets for identical assets or liabilities; and 
 
Level 2 - fair value measurements are those derived from inputs other than quoted prices 
included within 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 - fair value measurements are those derived from valuation techniques that include 
inputs for the asset or liability that are not based on observable marker data (unobservable 
inputs). 

 
The fair value of the Company’s receivables, accounts payable and accrued liabilities, interest payable, 
and loans payable approximates their carrying values due to the short-term nature of the financial 
instruments. The Company’s cash is measured at fair value using Level 1 inputs. 
 
The Company is exposed to varying degrees to a variety of financial instrument related risks: 
 
Foreign Exchange Risk 
  
Foreign exchange risk is the risk that the fair value of future cash flows will fluctuate as a result of 
changes in foreign exchange rates.  As at June 30, 2018, the Company has a minimal exposure to the 
US$ that is subject to fluctuations as a result of exchange rate variations to the extent that transactions 
are made in this currency. The Company considers this risk to be insignificant and therefore does not 
hedge its foreign exchange risk. 
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Credit Risk 
 
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party 
by failing to discharge an obligation.  The Company’s cash and receivables are exposed to credit risk.  
The Company reduces its credit risk on cash by placing these instruments with institutions of high credit 
worthiness.  As at June 30, 2018, the Company is not exposed to any significant credit risk. 
 
Interest Rate Risk 
 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. Included in the loss for the year in the financial statements 
is interest expense on loans payable and interest income on Canadian dollar cash.  The Company has 
debt instruments at fixed rates and is therefore not exposed to risk in the event of interest rate fluctuations. 
As at June 30, 2018, the Company is not exposed to any significant interest rate risk. 
 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated 
with financial liabilities. The Company manages liquidity risk by maintaining sufficient cash balances 
to enable settlement of transactions on the due date. The Company addresses its liquidity through equity 
financing obtained through the sale of common shares and the exercise of warrants and options. While 
the Company has been successful in securing financings in the past, there is no assurance that it will be 
able to do so in the future. 
 
As at June 30, 2018, the Company had cash and cash equivalents of $182,949 to settle current liabilities 
of $869,187. The Company will require additional financings to meet its short-term financial obligations. 
 
Price Risk 
 
The Company is exposed to price risk with respect to commodity prices. 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 the commodity prices of precious metals and the stock 
market to determine the appropriate course of action to be taken by the Company.  
 
Based on management’s knowledge and experience of the financial markets, management does not 
believe that the Company’s current financial instruments will be affected by foreign exchange risk, credit 
risk, interest rate risk and price risk.  
 
 
Proposed Transactions 
 
The Company does not have any proposed transactions as of the date of this report.  
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Additional Disclosure for Venture Issuers   
 
During the years ended June 31, 2018 and 2017, the Company incurred the following expenses: 
 

 2018 2017 
   
Capitalized acquisition costs $383,000 $830,000 
Capitalized exploration costs $7,364 $292,909 
Advance for exploration costs $19,080 $48,740 
Recovery of exploration and evaluation assets $672,386 $Nil 
Impairment of exploration and evaluation assets $1,150,091 $1,376,516 
Operating expenses $628,860 $873,735 

  
Please refer to Note 5 Exploration and Evaluation Assets in the consolidated financial statements for the 
year ended June 30, 2018 for a description of the capitalized acquisition and exploration costs presented 
on a property-by-property basis. 
 
Disclosure of Outstanding Share Data 
 
Common Shares 
 
The Company's common shares are listed on the Canadian Securities Exchange under the symbol 
“MKNA”. The Company is also listed on the Pink Sheets under the symbol “CANSF” and the Frankfurt 
Stock Exchange under the symbol “45CM”. The Company's authorized share capital consists of an 
unlimited number of common shares without par value and an unlimited number of Class A Preferred 
Shares without par value. As at June 30, 2018 and October 29, 2018, the Company had 1,594 common 
shares held in escrow. 
 
As of June 30, 2018 and October 29, 2018, the Company had 23,896,184 and 35,246,184 common shares 
issued and outstanding, respectively and no Class A Preferred Shares outstanding.   
 
Share Purchase Warrants 
 
As of June 30, 2018 the Company had 18,752,461 share purchase warrants outstanding. Each warrant 
entitles the holder the right to purchase one common share as follows: 
 

Number  Exercise Price  Expiry Date 
     
  161,586  $1.00   August 9, 2018 
  266,683  $3.60   October 24, 2018 
  50,234  $3.60   November 5, 2018 
  30,250  $4.00   December 2, 2018 
  337,500  $1.00   August 21, 2019 
  520,000  $1.00   July 6, 2020 
  349,000  $1.00   November 19, 2020 
  1,625,000  $1.00   April 6, 2021 
    929,375  $1.00   June 20, 2021 
  14,482,833  $0.16   October 27, 2022 
  18,752,461     
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Subsequent to June 30, 2018, 428,269 share purchase warrants expired. As of October 29, 2018, the 
Company had 18,324,192 share purchase warrants outstanding. 
 
Stock Options  
 
As of June 30, 2018, the Company had 508,050 share purchase options outstanding and exercisable 
entitling the holders thereof the right to purchase one common share for each option held as follows: 

   
Number Exercise Price Expiry Date 

   
15,000 $1.200 August 15, 2018 
30,800 $1.300 December 20, 2018 
37,250 $1.000 August 28, 2019 
425,000 $0.165 May 4, 2022 
508,050   

 
Subsequent to June 30, 2018, 15,000 share purchase options expired and 25,000 share purchase options 
were forfeited 
 
In September 2018, pursuant to the Rolling Stock Option Plan, the Company granted 500,000 options to 
directors of the Company and 100,000 options to a consultant with an exercise price of $0.15 for a term 
of one year. As of October 29, 2018, 1,068,050 share purchase options were outstanding.  
 
Risk Factors 
 
Much of the information included in this annual report includes or is based upon estimates, projections 
or other forward-looking statements. Such forward-looking statements include any projections or 
estimates made by the Company and its management in connection with business operations. While 
these forward-looking statements, and any assumptions upon which they are based, are made in good 
faith and reflect the Company’s current judgment regarding the direction of the business, actual results 
will almost always vary, sometimes materially, from any estimates, predictions, projections, 
assumptions, or other future performance suggested herein. The Company undertakes no obligation to 
update forward-looking statements to reflect events or circumstances occurring after the date of such 
statements. 
 
Such estimates, projections or other forward-looking statements involve various risks and uncertainties 
as outlined below.  The Company caution readers of this annual report that important factors in some 
cases have affected and, in the future, could materially affect actual results and cause actual results to 
differ materially from the results expressed in any such estimates, projections or other forward-looking 
statements.  In evaluating the Company, its business and any investment in its business, readers should 
carefully consider the following factors. 
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RISKS RELATED TO THE COMPANY'S BUSINESS 
 
Because of the unique difficulties and uncertainties inherent in mineral exploration ventures, the 
Company faces a high risk of business failure. 
 
Potential investors should be aware of the difficulties normally encountered by mineral exploration 
companies and the high rate of failure of such enterprises. The likelihood of success must be considered 
in light of the problems, expenses, difficulties, complications and delays encountered in connection with 
the exploration program that the Company intends to undertake on its properties and any additional 
properties that may be acquired. These potential problems include unanticipated problems relating to 
exploration, and additional costs and expenses that may exceed current estimates.  The expenditures to 
be made by the Company in the exploration of its properties may not result in the discovery of mineral 
deposits.  Any expenditure that the Company may make in the exploration of any other mineral property 
that it may acquire may not result in the discovery of any commercially exploitable mineral deposits.  
Problems such as unusual or unexpected geological formations and other conditions are involved in all 
mineral exploration and often result in unsuccessful exploration efforts.  If the results of the Company's 
exploration do not reveal viable commercial mineralization, the Company may decide to abandon some 
or all of its property interests. 
 
Because of the speculative nature of the exploration of mineral properties, there is no assurance that 
exploration activities will result in the discovery of any quantities of mineral deposits on the Company's 
current properties or any other additional properties it may acquire. 
 
The Company intends to continue exploration on its current properties and it may or may not acquire 
additional interests in other mineral properties. The search for mineral deposits as a business is extremely 
risky.  The Company can provide investors with no assurance that exploration on its current properties, 
or any other property that it may acquire, will establish that any commercially exploitable quantities of 
mineral deposits exist.  Additional potential problems may prevent the Company from discovering any 
mineral deposits.  These potential problems include unanticipated problems relating to exploration and 
additional costs and expenses that may exceed current estimates. If the Company is unable to establish 
the presence of mineral deposits on its properties, its ability to fund future exploration activities will be 
impeded, the Company will not be able to operate profitably, and investors may lose all of their 
investment in the Company. 
 
Because of the inherent dangers involved in mineral exploration and exploitation, there is a risk that the 
Company may incur liability or damages as it conducts business. 
 
The search for mineral deposits involves numerous hazards. As a result, the Company may become 
subject to liability for such hazards, including pollution, cave-ins and other hazards against which the 
Company cannot insure or against which it may elect not to insure. At the present time the Company has 
no coverage to insure against these hazards. The payment of such liabilities may have a material adverse 
effect on the Company's financial position. 
 
The potential profitability of mineral ventures depends in part upon factors beyond the control of the 
Company and even if it discovers and exploit mineral deposits, the Company may never become 
commercially viable and it may be forced to cease operations. 
 
The commercial feasibility of an exploration program on a mineral property is dependent upon many 
factors beyond the Company's control, including the existence and size of mineral deposits in the 
properties the Company explore, the proximity and capacity of processing equipment, market 
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fluctuations of prices, taxes, royalties, land tenure, allowable production and environmental regulation.  
These factors cannot be accurately predicted and any one or a combination of these factors may result in 
the Company not receiving an adequate return on invested capital. These factors may have material and 
negative effects on financial performance and the Company's ability to continue operations. 
 
Exploration and exploitation activities are subject to comprehensive regulation which may cause 
substantial delays or require capital outlays in excess of those anticipated causing an adverse effect on 
the Company. 
 
Exploration and exploitation activities are subject to federal, provincial, and local laws, regulations, and 
policies, including laws regulating the removal of natural resources from the ground and the discharge 
of materials into the environment.  Exploration and exploitation activities are also subject to federal, 
provincial, and local laws and regulations which seek to maintain health and safety standards by 
regulating the design and use of drilling methods and equipment.  
 
Environmental and other legal standards imposed by federal, provincial, or local authorities may be 
changed, and any such changes may prevent the Company from conducting planned activities or may 
increase its costs of doing so, which would have material adverse effects on its business. Moreover, 
compliance with such laws may cause substantial delays or require capital outlays in excess of those 
anticipated, thus causing an adverse effect on the Company. Additionally, the Company may be subject 
to liability for pollution or other environmental damages that it may not be able to or elect not to insure 
against due to prohibitive premium costs and other reasons. Any laws, regulations or policies of any 
government body or regulatory agency may be changed, applied, or interpreted in a manner which will 
alter and negatively affect the Company's ability to carry on its business. 
 
Because the Company's property interests may not contain mineral deposits and because has never made 
a profit from operations, its securities are highly speculative, and investors may lose all of their 
investment in the Company. 
 
The Company's securities must be considered highly speculative, generally because of the nature of its 
business and the stage of operations. The Company currently has exploration stage property interests 
which may not contain mineral deposits.  The Company may or may not acquire additional interests in 
other mineral properties, but it does not have plans to acquire rights in any specific mineral properties as 
of the date of this report. Accordingly, the Company has not generated significant revenues, nor has it 
realized a profit from its operations to date and there is little likelihood that it will generate any revenues 
or realize any profits in the short term. Any profitability in the future from its business will be dependent 
upon locating and exploiting mineral deposits on its current properties or mineral deposits on any 
additional properties that it may acquire. The likelihood that any mineral properties that it may acquire 
or have an interest in will contain commercially exploitable mineral deposits is extremely remote. The 
Company may never discover mineral deposits in respect to its current properties or any other area, or it 
may do so and still not be commercially successful if it is unable to exploit those mineral deposits 
profitably. The Company may not be able to operate profitably and may have to cease operations, the 
price of its securities may decline, and investors may lose all of their investment in the Company. 
 
As the Company faces intense competition in the mineral exploration and exploitation industry, it will 
have to compete with its competitors for financing and for qualified managerial and technical employees. 
 
The Company's competition includes large established mining companies with substantial capabilities 
and with greater financial and technical resources than it has. As a result of this competition, the 
Company may have to compete for financing and be unable to acquire financing on terms it considers 
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acceptable. The Company may also have to compete with the other mining companies for the recruitment 
and retention of qualified managerial and technical employees. If the Company is unable to successfully 
compete for financing or for qualified employees, its exploration programs may be slowed down or 
suspended, which may cause it to cease operations as a company. 
 
The Company has a history of losses and have a deficit, which raises substantial doubt about its ability 
to continue as a going concern. 
 
The Company has not generated any revenues since its date of inception and it will continue to incur 
operating expenses without revenues until it engages in commercial operations. The Company's 
accumulated losses at June 30, 2018 were $24,487,409 since its inception. The Company had cash in the 
amount of $92,424 as at June 30, 2018. The Company estimates that its average monthly operating 
expenses to be approximately $25,000 each month. The Company cannot provide assurances that it will 
be able to successfully explore and develop its property interests. These circumstances raise substantial 
doubt about the Company's ability to continue as a going concern, which was also described in an 
explanatory paragraph to the independent auditors' report on the Company's audited financial statements 
for the year ended June 30, 2018. If the Company is unable to continue as a going concern, investors will 
likely lose all of their investments in the Company. 
 
The Company's future is dependent upon its ability to obtain financing and if it does not obtain such 
financing, it may have to cease exploration activities and investors could lose their entire investment. 
 
There is no assurance that the Company will operate profitably or will generate positive cash flow in the 
future. The Company will require additional financing in order to proceed with the exploration and 
development of its properties. The Company will also require additional financing for the fees it must 
pay to maintain its status in relation to the rights to its properties and to pay the fees and expenses 
necessary to operate as a public company. The Company will also need more funds if the costs of the 
exploration of its mineral claims are greater than it has anticipated. The Company will require additional 
financing to sustain its business operations if it is not successful in earning revenues. The Company will 
also need further financing if it decides to obtain additional mineral properties. The Company currently 
does not have any arrangements for further financing and it may not be able to obtain financing when 
required. The Company's future is dependent upon its ability to obtain financing. If the Company does 
not obtain such financing, its business could fail and investors could lose their entire investment. 
 
The Company's directors and officers are engaged in other business activities and accordingly may not 
devote sufficient time to its business affairs, which may affect the Company's ability to conduct 
operations and generate revenues. 
 
The Company's directors and officers are involved in other business activities.  As a result of their other 
business endeavours, the directors and officers may not be able to devote sufficient time to the 
Company's business affairs, which may negatively affect its ability to conduct ongoing operations and 
the Company's ability to generate revenues.  In addition, the management of the Company may be 
periodically interrupted or delayed as a result of its officers’ other business interests. 
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RISKS RELATING TO THE COMPANY'S COMMON STOCK 
 
A decline in the price of the Company's common stock could affect its ability to raise further working 
capital and adversely impact its ability to continue operations. 
 
A prolonged decline in the price of its common stock could result in a reduction in the liquidity of its 
common stock and a reduction in the Company's ability to raise capital. Because a significant portion of 
the Company's operations have been and will be financed through the sale of equity securities, a decline 
in the price of its common stock could be especially detrimental to its liquidity and operations. Such 
reductions may force the Company to reallocate funds from other planned uses and may have a 
significant negative effect on the business plan and operations, including the Company’s ability to 
develop new products and continue current operations. If the Company's stock price declines, the 
Company can offer no assurance that it will be able to raise additional capital or generate funds from 
operations sufficient to meet its obligations. If the Company is unable to raise sufficient capital in the 
future, it may not be able to have the resources to continue its normal operations. 
 
The market price for the Company's common stock may also be affected by its ability to meet or exceed 
expectations of analysts or investors. Any failure to meet these expectations, even if minor, may have a 
material adverse effect on the market price of its common stock.  
 
Legal Proceedings 
 
On September 19, 2018, the Company has been named as a defendant in an action commenced by an 
arm’s length vendor (the “plaintiff”) in the Supreme Court of British Columbia. The plaintiff allege that 
the Company has breached an agreement relating to the proposed acquisition of Privco which holds the 
Black Spruce Gold project in the Moosehead Gold District in Newfoundland. The plaintiff seeks an 
Order for the Company to complete the terms of the Agreement or in the alternative, damages in an 
amount not less than $5,000,000, which consists of damages in an amount no less than $5,000,000. The 
plaintiff also seeks relief in an amount not less than $500,000 including aggravated and punitive damages 
of $500,000, compound interest on all damages, and legal fees incurred by the plaintiff with respect to 
the lawsuit. The Company considers the claim to be without merit and will be defending the action. As 
of June 30, 2018, the Company has not recorded any liability regarding this action. The action is still 
pending. 
 
Additional Information 
 
The Company files annual and interim reports, information circulars and other information with certain 
Canadian securities regulatory authorities. The documents filed with the Canadian securities regulatory 
authorities are available at http://www.sedar.com. 
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The following Management’s Discussion and Analysis (“MD&A”) is intended to assist the reader to assess 
material changes in financial condition and results of operations of BioCan Technologies Inc. (the 
“Corporation”) as at September 30, 2018 and for the three and nine months then ended in comparison to 
the same period in 2017. 
 
This MD&A should be read in conjunction with the unaudited interim condensed financial statements for 
the three and nine months ended September 30, 2018 and the audited financial statements for the year ended 
December 31, 2017 and supporting notes. These financial statements have been prepared using accounting 
policies consistent with IFRS as issued by the International Accounting Standards Board (“IASB”). 
 
All monetary amounts are in Canadian dollars unless otherwise specified. The effective date of this MD&A 
is February 5, 2019. 
 
FORWARD-LOOKING INFORMATION 
 
Certain statements contained in this document constitute “forward-looking statements”. When used in this 
document, the words “may”, “would”, “could”, “will”, “intend”, “plan”, “propose”, “anticipate”, “believe”, 
“forecast”, “estimate”, “expect” and similar expressions, as they relate to the Corporation or its 
management, are intended to identify forward-looking statements. Such statements reflect the 
Corporation’s current views with respect to future events and are subject to certain risks, uncertainties and 
assumptions. 
 
Many factors could cause the Corporation’s actual results, performance or achievements to be materially 
different from any future results, performance or achievements that may be expressed or implied by such 
forward-looking statements. Given these risks and uncertainties, readers are cautioned not to place undue 
reliance on such forward-looking statements. The Corporation does not intend, and does not assume any 
obligation, to update any such factors or to publicly announce the result of any revisions to any of the 
forward-looking statements contained herein to reflect future results, events or developments except as 
required by applicable Canadian Securities law.  
 
STRUCTURE AND BUSINESS DESCRIPTION  
 
BioCan Technologies Inc. is a development stage company, focused on ancillary products and services for 
the cannabis industry with a head office in Calgary, Alberta and operations in Vancouver, British Columbia.  
Prior to fiscal 2017, the Corporation’s activities included acquisition, exploration, development and 
production of crude oil and natural gas reserves in strategic countries. 
 
RESULTS OF OPERATIONS 
 

 Three months ended 
September 30 

Nine months ended 
September 30 

 2018 2017 2018 2017 
Financial Results:     
Consulting revenue $ 9,099 $ - $ 9,099 $ - 
Research and development 49,506 - 223,120 - 
General and administrative 222,173 244,197 675,907 488,906 
Stock based compensation 7,248 215,990 578,585 249,842 
Total comprehensive loss 282,482 467,731 1,494,413 769,583 



 

3 | P a g e  
 

Basic and diluted loss per share 0.00 $ 0.02 $0.03 $0.03 
Balance sheet:     
Cash and cash equivalents $ 804,360 $ 420,967 $ 804,360 $ 420,967 
Total assets 1,038,142 511,418 1,038,142 511,418 
Shareholder’s equity 975,465 86,830 975,465 86,830 

 
The Corporation had $9,099 of revenue for the three and nine months ended September 30, 2018 which 
related to a consulting engagement with the Government of British Columbia. Consulting revenue is not 
expected to be a significant source of revenue on an ongoing basis. 
 
The Corporation has agreements with MITACS, an organization funded by the Federal Government and 
the University of British Columbia in which MITACS matches 50% of the salaries of research personnel 
who are dedicated to work on projects for the Corporation. During the first nine months of 2018, the 
Corporation and MITACS each paid $79,767 to research personnel. Payments made by MITACS are not 
recorded in the Corporation’s financial statements. 
 
For the nine months ended September 30, 2018, the Corporation reported a loss of $1,494,413 or a $0.03 
per share loss, compared to $769,583 or a $0.03 per share loss for the same period in the prior year. The 
increase in the loss reported is due mainly to an increase in stock based compensation, general and 
administrative spending and research and development costs. 
 
For the three months ended September 30, 2018, the Corporation reported a loss of $282,482 or a $0.00 per 
share loss, compared to $467,731 or a $0.02 per share loss for the same period in the prior year. The decrease 
in the loss reported is due mainly to a decrease in stock based compensation and general and administrative 
spending and partially offset by an increase in research and development costs. 
 
Stock based compensation of $578,585 (2017 - $249,842) was significantly higher than the prior year as 
certain directors and employees cancelled their performance warrants and stock options during the second 
quarter of 2018 which caused the entire stock based compensation associated with those options being 
expensed rather than continuing to be amortized over their vesting periods. This is expected to result in a 
lower stock based compensation expense in future periods. 
 
Stock based compensation of $7,248 (2017 - $215,990) was significantly lower than the prior year as certain 
directors and employees cancelled their performance warrants and stock options during the second quarter 
of 2018 and therefore the amortization of stock options was eliminated for those options. 
 
Summary of Research and Development Expenses  
 

 Three months ended 
September 30 

Nine months ended 
September 30 

 2018 2017 2018 2017 
Consulting and technical services $ 26,393 $ - $ 79,767 $ - 
Salaries, wages and benefits 63,352    - 164,000    - 
DNA Sequencing, consumables and other 17,000    - 36,592    - 
Scientific Research and Experimental 
Development tax credits 

(57,239)    - (57,239)    - 

General and administrative expenses $ 49,506 $ - $ 223,120 $ - 
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There were no research and development costs in 2017 since that was before the Corporation began to do 
cannabis research and it had not yet opened the new lab in British Columbia at that time. 
 
The financial results for the three and nine months ended September 30, 2018 include $57,239 of Scientific 
Research and Experimental Development (“SRED”) claims that relate to expenditures made during the year 
ended December 31, 2017. Such amounts were recorded during the quarter as a credit to research and 
development because they became receivable in September of 2018. 
 
Summary of General and Administrative Expenses  
 

 Three months ended 
September 30 

Nine months ended 
September 30 

 2018 2017 2018 2017 
Consulting and technical services $ 5,757 $ 5,870 $ 11,257 $ 61,893 
Salaries, wages and benefits 113,616 39,352 298,820 90,133 
Legal, audit and accounting 44,476 55,219 143,331 76,532 
Travel and meals 29,801 107,374 124,660 147,849 
Corporate and office 28,523 36,382 97,839 112,499 
General and administrative $ 222,173 $ 244,197 $ 675,907 $ 488,906 

 
Higher general and administrative expenses during the first nine months of 2018 compared to the 
same period in 2017 are due to a significantly higher number of employees in 2018 as the company 
ramps up its operations for its new business model. 
 
 
OUTSTANDING SHARE DATA 
 
The Corporation is authorized to issue an unlimited number of voting common shares without nominal or 
par value. As at September 30, 2018, the Corporation had 58,450,444 common shares outstanding. 
 
The Corporation has a stock option plan which provides for the issuance of options to the Corporation’s 
directors, officers, employees and consultants. The number of options reserved for issuance under the plan 
may not exceed 10 percent of the number of common shares issued and outstanding. 
 
As at September 30, 2018 and February 5, 2019, BioCan has the following securities outstanding: 
 

Common shares 58,450,444 83% 
Warrants 8,371,333 12% 
Employee stock options 250,000 0% 
Performance warrants 3,250,000 5% 
Total 70,321,777 100% 

 
FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES  
 
The Corporation had positive working capital of $867,362 as at September 30, 2018, and a deficit of 
$9,039,578. The cash balance at September 30, 2018 was $804,360 compared to $588,514 as December 
31, 2017.  There can be no certainty of the Corporation’s ability to raise additional financing through private 
placements, advances from related parties, or other sources. 
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As at September 30, 2018, the Corporation has no cash generating assets and is using cash in operations. 
 
The Corporation’s ability to continue as a going concern is dependent upon the ability to raise additional 
capital and the success of the Corporation in transitioning to the cannabis industry whereby it will need to 
complete successful research, obtain patents, commercialize products and generate positive operational 
cash flow. There is no certainty that such events will occur and that sources of financing will be obtained 
on terms acceptable to the Corporation. Whether and when the Corporation can attain profitability and 
positive operational cash flows is also uncertain and the Corporation may be unable to realize its assets and 
discharge its liabilities in the normal course of business. These uncertainties may cast significant doubt 
about the Corporation’s ability to continue as a going concern. 
 
Critical Accounting Policies and Estimates  
 
The details of BioCan’s accounting policies are presented in Note 3 of the audited financial statements. 
These policies are considered by management to be essential to understanding the processes and reasoning 
that go into the preparation of the Corporation’s financial statements and the uncertainties that could have 
a bearing on its financial results. 
 
TRANSACTIONS WITH RELATED PARTIES  
 
On September 12, 2018, the Corporation converted $300,000 of the related party payable into equity by 
issuing 1,000,000 units at a price of $0.30 per unit. Each unit consists of one common share and one full 
common share purchase warrant with an exercise price of $0.45 per share and is valid for 18 months from 
its issuance. The remaining balance of $21,058 was repaid in cash. 
 
NEW ACCOUNTING STANDARDS 
 
IFRS 9 – Financial Instruments 
 
The Corporation adopted IFRS 9, “Financial Instruments” on January 1, 2018. The transition to IFRS 9 had 
no material effect on the Corporation’s financial statements. 
 
IFRS 9 contains three principal classification categories for financial assets: measured at amortized cost; 
fair value through other comprehensive income ("FVOCI"); or fair value through profit or loss ("FVTPL"). 
The classification of financial assets under IFRS 9 is generally based on the business model in which a 
financial asset is managed and its contractual cash flow characteristics. IFRS 9 eliminates the previous 
IFRS 39 categories of: held to maturity; loans and receivables and available for sale. Under IFRS 9, 
derivatives embedded in contracts where the host is a financial asset in the scope of the standard are never 
separated. Instead, the hybrid financial instrument as a whole is assessed for classification. 
 
Impairment of financial assets: IFRS 9 replaces the "incurred loss" model in IAS 39 with an "expected 
credit loss" model. The new impairment model applies to financial assets measured at amortized cost, and 
contract assets and debt investments at FVOCI. Under IFRS 9, credit losses are recognized earlier than 
under IAS 39. There was no impact on the Corporation’s financial statements. 
 
Cash and cash equivalents, if any, and trade and other receivables continue to be measured at amortized 
cost and are now classified as "amortized cost". The Corporation’s financial liabilities previously classified 
as “other financial liabilities” being trade and other payables continue to be measured at amortized cost and 
are now classified as “amortized cost”. The Corporation has not designated any financial instruments as 
FVOCI or FVTPL, nor does the Corporation use hedge accounting. 
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IFRS 15 – Revenue from Contracts with Customers 
 
The Corporation adopted IFRS 15, “Revenue from Contracts with Customers” on January 1, 2018. The 
transition to IFRS 15 had no material effect on the Corporation’s financial statements. 
 
On May 28, 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers. The new standard 
is effective for annual periods beginning on or after January 1, 2018. IFRS 15 will replace IAS 11, 
Construction Contracts, IAS 18, Revenue, IFRS 13, Customer Loyalty Programmes, IFRIC 15, Agreements 
for the Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 31, Revenue - 
Barter Transactions Involving Advertising Services. 
 
On April 12, 2016, the IASB issued Clarification to IFRS 15, Revenue from Contracts with Customers, 
which is effective at the same time as IFRS 15. 
 
The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time. The model features a contract-based five-step analysis 
of transactions to determine whether, how much and when revenue is recognized. New estimates and 
judgments have been introduced, which may affect the amount and/or timing of revenue recognized. 
 
The new standard applies to contracts with customers. It does not apply to insurance contracts, financial 
instruments or lease contracts, which fall in the scope of other IFRSs. 
 
The clarifications to IFRS 15 provide additional guidance with respect to the five-step analysis, transition, 
and the application of the standard to licenses of intellectual property. 
 
IFRS 16 - Leases 
 
BioCan is required to adopt IFRS 16 "Leases" by January 1, 2019 which requires entities to recognize lease 
assets and lease obligations on the balance sheet. For lessees, IFRS 16 removes the classification of leases 
as either operating leases or finance leases, effectively treating all leases as finance leases. Certain short-
term leases (less than 12 months) and leases of low-value assets are exempt from the requirements, and 
may continue to be treated as operating leases. 
 
On adoption, non-current assets, current liabilities, and non-current liabilities on the Corporation's balance 
sheet will increase. Interest expense will be recognized on the lease obligation and lease payments will be 
applied against the lease obligation. This is expected to result in a decrease to operating expense and general 
and administration expense and an increase to interest expense and fund flows from operations. The 
quantitative impact of the adoption of IFRS 16 is currently being evaluated. 
 
 
MANAGEMENT OF FINANCIAL RISKS  
 
Fair Value  
 
As at September 30, 2018, the Corporation’s financial instruments consisted of cash and cash equivalents, 
trade and other receivables, and trade and other payables. The fair values approximate their carrying values 
because of their current nature. 
 
The Corporation’s financial instruments are exposed to a number of risks that are summarized below:  
 
a) Credit risk  
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Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to 
meet its contractual obligations, and arises principally from the Corporation’s trade receivables. The 
carrying value of the financial assets represents the maximum credit exposure. 
 
As at September 30, 2018 the Corporation has no financial assets that are past due or impaired due to credit 
risk defaults and the only account receivable balance related GST investment tax credits which were 
expected to be refunded from the Government of Canada and a Scientific Research and Experimental 
Development (“SRED”) tax credit which the Government of Canada had informed the Corporation that it 
had been approved to be repaid prior to September 30, 2018. 
 
b) Liquidity risk  
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they fall 
due, and arises principally from the Corporation’s trade and other payables. The Corporation manages 
liquidity risk through the management of its capital structure as described in Note 4 of the audited financial 
statements. 
 
The Corporation ensures that there are sufficient funds to meet its short-term exploration and administrative 
expenditures. The Corporation’s trade payables have contractual maturities of 30 days or are due on 
demand, do not bear interest and are subject to normal trade terms. 
 
CAPITAL MANAGEMENT  
 
The Corporation’s objectives when managing capital are to maintain financial strength, to protect its ability 
to meet its ongoing liabilities, to continue as a going concern, to maintain creditworthiness and to maximize 
returns for shareholders over the long term. The Corporation does not have any externally imposed capital 
requirements to which it is subject. Capital of the Corporation comprises the items included in shareholders’ 
equity. 
 
The Corporation manages the capital structure and makes adjustments to it in light of changes in economic 
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, 
the Corporation may attempt to issue new shares. 
 
The Corporation’s policy is to maintain its bank accounts at large, international financial institutions. 
 
COMMITMENTS 
 
The Corporation has the following commitments pursuant to an office lease, a lab and a photocopier 
machine: 
 

October 1, 2018 – December 31, 2018 $ 28,892 

2019 114,144 

2020 85,504 

2021 44,864 

2022 46,223 

Thereafter - 

 $ 319,627 
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Subsequent Events 

Makena Resources Inc. 
 
On December 20, 2018, the Corporation announced an Agreement to complete a series of transactions with 
Makena Resources Inc. (“Makena”) and BioCan Technologies Inc. (“BioCan”), whereby both Epimeron 
and BioCan agreed to be taken over by Makena in an all share transaction which valued each of Epimeron 
and BioCan at $15.0 million and would result in a combined entity which is publicly listed on the Canadian 
Stock Exchange. The Agreement is subject to a number of conditions including the completion of a non-
brokered private placement of up to an aggregate of $15.0 million. 
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The following Management’s Discussion and Analysis (“MD&A”) is intended to assist the reader to assess 
material changes in financial condition and results of operations of BioCan Technologies Inc. (“BioCan” 
or the “Corporation”) as at December 31, 2017 and for the year then ended in comparison to the same 
periods in 2016 and 2015. 
 
This MD&A should be read in conjunction with the audited financial statements for the year ended 
December 31, 2017 and supporting notes. These financial statements have been prepared using accounting 
policies consistent with IFRS as issued by the International Accounting Standards Board (“IASB”). 
 
All monetary amounts are in Canadian dollars unless otherwise specified. The effective date of this MD&A 
is March 7, 2018. 
 
 
FORWARD-LOOKING INFORMATION 
 
Certain statements contained in this document constitute “forward-looking statements”. When used in this 
document, the words “may”, “would”, “could”, “will”, “intend”, “plan”, “propose”, “anticipate”, “believe”, 
“forecast”, “estimate”, “expect” and similar expressions, as they relate to the Corporation or its 
management, are intended to identify forward-looking statements. Such statements reflect the 
Corporation’s current views with respect to future events and are subject to certain risks, uncertainties and 
assumptions. 
 
Many factors could cause the Corporation’s actual results, performance or achievements to be materially 
different from any future results, performance or achievements that may be expressed or implied by such 
forward-looking statements. Given these risks and uncertainties, readers are cautioned not to place undue 
reliance on such forward-looking statements. The Corporation does not intend, and does not assume any 
obligation, to update any such factors or to publicly announce the result of any revisions to any of the 
forward-looking statements contained herein to reflect future results, events or developments except as 
required by applicable Canadian Securities law.  
 
 
OVERVIEW OF THE CORPORATION 
 
Background 
 
BioCan Technologies Inc. (“BioCan” or the “Corporation”) was incorporated as Dover Capital Inc. on 
February 24, 2012 under the laws of British Columbia. On July 3, 2014, Dover Capital Inc. changed its 
name to Gran Toro Energy Inc. On October 22, 2014, Gran Toro Energy Inc. changed its name to Torenco 
Energy Inc. and the Corporation was continued under the Canada Business Corporations Act with its 
principal activity being the acquisition, exploration, development and production of crude oil reserves in 
strategic countries. On August 31, 2017, Torenco Energy Inc. changed its name to BioCan Technologies 
Inc. 
 
BioCan is a biotech company focused on ancillary products and services for the cannabis industry with a 
head office and operations in Calgary, Alberta and operations in Vancouver, British Columbia. 
 
January 1, 2015 to December 31, 2015 
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During 2015, the Corporation was focused on participating in the first public oil and gas bid-rounds in 
Mexico since the industry was nationalized since 1938. The Corporation evaluated the onshore blocks in 
Mexico which were to be bid-on in the upcoming rounds and other prospective areas which the 
Corporation expected to be available for private ownership in future periods. The evaluation process 
involved technical evaluations as well as setting up a subsidiary and an office in Mexico. 
 
In the fourth quarter of 2015, the Corporation partnered with a Mexican service company to bid on several 
blocks in the onshore round. Ultimately, the blocks which the Corporation believed to be the most 
prospective were sold for bids that were prohibitively high and the Corporation exited the year without any 
oil and gas properties. 
 
January 1, 2016 to December 31, 2016 
 
After exiting 2015 without any properties in Mexico, the Corporation decided to significantly cut its work 
force by laying off most technical employees and terminating consulting contracts in order to preserve its 
capital while it searched for other opportunities in other jurisdictions. 
 
In 2016, the Corporation shifted its focus from the Mexican bid-rounds to other strategic countries, 
including Colombia, Argentina, the United States and Canada. Due to several factors including depressed 
commodity prices and a difficult political environment in Alberta, there was limited financing available 
for international projects during 2016. While various projects were evaluated and pursued, the 
Corporation exited 2016 without capturing any oil and gas projects. 
 
January 1, 2017 to December 31, 2017 
 
During the year ended December 31, 2017, the Corporation changed its focus from being a junior oil and 
gas company whose principal activity was the acquisition, exploration, development and production of 
crude oil reserves in strategic countries to be a biotech company focused on ancillary products and services 
for the cannabis industry. 
 
The change of strategy from the oil and gas industry was a result of a number of factors including 
commodity pricing, availability of financing, availability of desirable acquisition opportunities and the 
political climate in various countries, including Canada. 
 
In early 2017, BioCan management was presented with various non-oil and gas opportunities which 
appeared to be superior investment opportunities. Upon further investigation, the Corporation began to 
focus on one very specific opportunity, which included opening operations in British Columbia, with a 
focus on the scientific research and development of ancillary products within the cannabis industry. The 
opportunity was superior to other opportunities both in the cannabis space, oil and gas space as well as 
other industries for several reasons including: ability to finance including equity as well as various funding 
programs from different levels of government, ability to hire highly respected and well qualified senior 
science officers, ability to capture several different business lines which were not well covered in the private 
sector due to historical regulatory difficulties which were in the process of disappearing and the 
Corporation’s ability to achieve superior returns on future invested capital. 
 
Over the first seven months of 2017, management continued to work on a new business plan for the pursuit 
of intellectual property in the cannabis industry and the development of related products and services 
including compliance testing and other products which remain confidential and are still in development 
stages. 
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By August 1, 2017, the Corporation felt confident in the new business plan and hired two new executives 
(Chief Operations Officer and Chief Science Officer), made significant changes to the Board of Directors 
to better align with the new business plan and raised just under one million dollars of seed capital by way 
of a non-brokered private placement. 
 
In late 2017, the Corporation signed three MITACS contracts, four-month to two-year collaborative grad 
student or postdoctoral fellowships with industry with special focus on advancement of research and 
development. Under the terms of the contracts, MITACS, a not-for-profit research and training 
organization, committed to pay 50% of the costs of the interns and the Corporation pay the other 50%. This 
has been a hugely successful program for BioCan and has led to two new MITACS contracts in 2018. 
Through the MITACS agreements, the Corporation had access to state of the art lab equipment at the 
University of British Columbia. 
 
As of the end of 2017, Corporation had four full time employees and three MITACS interns. 
 
 
RESULTS OF OPERATIONS 
 

 Year ended December 31 
 2017 2016 2015 
Financial Results: $ $ $ 
General and administrative expenses 807,216 964,735 4,307,730 
Stock-based compensation 708,322 101,177 65,232 
Total comprehensive loss 1,553,915 1,096,088 4,458,011 
Basic and diluted loss per share 0.05 0.04 0.17 
Balance sheet: $ $ $ 
Cash and cash equivalents 588,514 39,130 1,049,241 
Total assets 659,719 146,624 190,068 
Shareholder’s equity 250,478 105,160 1,100,071 

 
 
Stock-based compensation in 2015 and 2016 related to stock purchase warrants that were issued to 
employees in 2015. Stock-based compensation was higher in 2016 because a full year of accretion was 
included in that year compared to 2015 which included accretion for only part of the year. 
 
Stock-based compensation during 2017 was $607,145 higher than in 2016 because of new share purchase 
warrants and options which were issued to employees and directors during 2017 to coincide with the new 
employees and directors joining the Corporation as well as the new business plan being adopted. 
 
Total comprehensive loss was lower in 2016 than in 2015 because the Corporation was much more active 
during 2015 with the evaluation, qualification and bidding associated with the Mexican bid-rounds. As 
noted above, during 2016, the Corporation had fewer employees and consultants, no Mexican presence and 
was conducting less comprehensive evaluations during 2016 compared to 2015. 
 
Total comprehensive loss was higher in 2017 than in 2016 because of higher stock-based compensation as 
discussed above and partially offset by lower general and administrative expenses as discussed in detail 
below. 
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Cash and cash equivalents was higher at December 31, 2017 than December 31, 2016, by approximately 
$549,384. This was due to the private placement completed in the fourth quarter of 2017. 
 
 
Summary of General and Administrative Expenses  
 

 Year ended December 31 
      2017     2016 2015 
Consulting and technical services $ 78,228 $ 181,899 $ 2,504,639  
Salaries, wages and benefits 203,558 482,416 574,873 
Legal, audit and accounting 160,620 81,574 332,271 
Travel and meals 184,807 7,978 314,073 
Corporate and office 180,003 210,868 348,874 
Fees for bid qualifications and data purchase - - 233,000 
General and administrative expenses $ 807,216 $ 964,735 $ 4,307,730 

 
For the year ended December 31, 2017, the Corporation reported general and administrative expenses of 
$807,216, a decrease of $157,519 over the prior year. The decrease was due to the following: 
 

 Consulting and technical services decreased by $103,671 in 2017 compared to 2016. The 
Corporation hired a number of consultants in 2015 and they were kept on until mid-2016 when the 
Corporation decided to downsize while it assessed new opportunities. In 2017, there were fewer 
consultants. 

 Salaries, wages and benefits decreased by $278,858 due to fewer employees and lower salaries for 
existing employees. During the first seven months of 2017, the Corporation was paying existing 
employees minimal salaries while it evaluated new opportunities and therefore only paid significant 
salaries and benefits for five months of the year. For 2016, the Corporation had fewer employees 
than the prior year but continued to pay market-based salaries for most of the year. 

 Legal, audit and accounting costs increased in 2017 by $79,046 compared to 2016 due to legal costs 
associated with bringing in new executives, board members and rolling out a new business plan. 
The Corporation had minimal projects during 2016 which required legal assistance. 

 Travel and meals during 2017 increased significantly compared to 2016 due to travel associated 
with rolling out the new business plan. 

 Corporate and office costs decreased in 2017 compared to 2016 due to lower rent payments during 
the year. A new rental agreement was signed in 2017 which significantly decreased office rent. 

 
 
OUTSTANDING SHARE DATA 
 
The Corporation is authorized to issue an unlimited number of voting common shares without nominal or 
par value. As at December 31, 2017, the Corporation had 46,679,111 common shares outstanding. 
 
The Corporation has a stock option plan which provides for the issuance of options to the Corporation’s 
directors, officers, employees and consultants. The number of options reserved for issuance under the plan 
may not exceed 10 percent of the number of common shares issued and outstanding. 
 
As at December 31, 2017, BioCan has the following securities outstanding: 
 

Common shares 46,679,111 
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Stock options 7,131,956 
Share purchase warrants 3,500,000 
Performance warrants 9,816,320 
Total 70,321,778 

 
 
FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES  
 
The Corporation had positive working capital of $227,536 as at December 31, 2017 and a deficit of 
$7,545,165. The cash balance at December 31, 2017 was $588,514. There is no certainty of the 
Corporation’s ability to raise additional financing through private placements, advances from related 
parties, or other sources. 
 
As at December 31, 2017, the Corporation has no cash generating assets and is using cash in operations. 
 
The Corporation’s ability to continue as a going concern is dependent upon the ability to raise additional 
capital and the success of the Corporation in transitioning to the cannabis industry whereby it will need to 
complete successful research, obtain patents, commercialize products and generate positive operational 
cash flow. There is no certainty that such events will occur and that sources of financing will be obtained 
on terms acceptable to the Corporation. Whether and when the Corporation can attain profitability and 
positive operational cash flows is also uncertain and the Corporation may be unable to realize its assets and 
discharge its liabilities in the normal course of business. These uncertainties may cast significant doubt 
about the Corporation’s ability to continue as a going concern. 
 
Critical Accounting Policies and Estimates  
 
The details of BioCan’s accounting policies are presented in Note 3 of the audited financial statements. 
These policies are considered by management to be essential to understanding the processes and reasoning 
that go into the preparation of the Corporation’s financial statements and the uncertainties that could have 
a bearing on its financial results. 
 
 
TRANSACTIONS WITH RELATED PARTIES  
 
As of December 31, 2017, $321,058 was due to the CEO of the Corporation. The amount was unsecured, 
non-interest bearing and has no fixed terms of repayment. $183,758 of the amount due to a related party 
relates to expenses paid by the CEO that have not been reimbursed by the Corporation. The remaining 
$137,300 relates to funds that were loaned to the Corporation by the CEO. 
 
 
MANAGEMENT OF FINANCIAL RISKS  
 
Fair Value  
 
As at December 31, 2017, the Corporation’s financial instruments consisted of cash and cash equivalents, 
accounts receivable, and accounts payable and accrued liabilities. The fair values approximate their carrying 
values because of their current nature. 
 
The Corporation’s financial instruments are exposed to a number of risks that are summarized below:  
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a) Credit risk  
 
Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to 
meet its contractual obligations and arises principally from the Corporation’s trade receivables. The 
carrying value of the financial assets represents the maximum credit exposure. 
 
As at December 31, 2017 , the Corporation has no financial assets that are past due or impaired due to credit 
risk defaults and the only account receivable balance related to amounts receivable from the Government 
of Canada and related to GST investment tax credits. 
 
b) Liquidity risk  
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they fall 
due and arises principally from the Corporation’s trade and other payables. The Corporation manages 
liquidity risk through the management of its capital structure as described in Note 4 of the audited financial 
statements. 
 
The Corporation ensures that there are sufficient funds to meet its short-term exploration and administrative 
expenditures. The Corporation’s trade payables have contractual maturities of 30 days or are due on 
demand, do not bear interest and are subject to normal trade terms. 
 
 
CAPITAL MANAGEMENT  
 
The Corporation’s objectives when managing capital are to maintain financial strength, to protect its ability 
to meet its ongoing liabilities, to continue as a going concern, to maintain creditworthiness and to maximize 
returns for shareholders over the long term. The Corporation does not have any externally imposed capital 
requirements to which it is subject. Capital of the Corporation comprises the items included in shareholders’ 
equity. 
 
The Corporation manages the capital structure and makes adjustments to it in light of changes in economic 
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, 
the Corporation may attempt to issue new shares. 
 
The Corporation’s policy is to maintain its bank accounts at large, international financial institutions. 
 
 

COMMITMENTS 

As of December 31, 2017, the Corporation had the following commitments pursuant to an office lease for 
its head office: 

2018 74,784 
2019 72,000 
2020 42,000 
Thereafter - 
 $ 188,784 
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The following Management’s Discussion and Analysis (“MD&A”) is intended to assist the reader to assess 
material changes in financial condition and results of operations of Epimeron (the “Corporation”) as at 
September 30, 2018 and for the three and nine months then ended in comparison to the same period in 2017. 
 
This MD&A should be read in conjunction with the unaudited interim condensed financial statements for 
the three and nine months ended September 30, 2018 and the audited financial statements for the year ended 
December 31, 2017 and supporting notes. These financial statements have been prepared using accounting 
policies consistent with IFRS as issued by the International Accounting Standards Board (“IASB”). 
 
All monetary amounts are in Canadian dollars unless otherwise specified. The effective date of this MD&A 
is February 11, 2019. 
 
FORWARD-LOOKING INFORMATION 
 
Certain statements contained in this document constitute “forward-looking statements”. When used in this 
document, the words “may”, “would”, “could”, “will”, “intend”, “plan”, “propose”, “anticipate”, “believe”, 
“forecast”, “estimate”, “expect” and similar expressions, as they relate to the Corporation or its 
management, are intended to identify forward-looking statements. Such statements reflect the 
Corporation’s current views with respect to future events and are subject to certain risks, uncertainties and 
assumptions. 
 
Many factors could cause the Corporation’s actual results, performance or achievements to be materially 
different from any future results, performance or achievements that may be expressed or implied by such 
forward-looking statements. Given these risks and uncertainties, readers are cautioned not to place undue 
reliance on such forward-looking statements. The Corporation does not intend, and does not assume any 
obligation, to update any such factors or to publicly announce the result of any revisions to any of the 
forward-looking statements contained herein to reflect future results, events or developments except as 
required by applicable Canadian Securities law.  
 
OVERVIEW OF THE CORPORATION 
 
Background 
 
Epimeron Inc. (“Epimeron” or the “Corporation”) was incorporated on March 10, 2014 under the laws of 
Alberta. Epimeron is domiciled in Alberta, Canada. The address of the Corporation’s registered office is 
Suite 120, 4838 Richard Road S.W., Calgary, Alberta, Canada, T3E 6L1. 
 
Epimeron is a development stage biotech company focused on ancillary products and services for the opioid 
industry with a head office and operations in Calgary, Alberta. 
 
During 2018, the Corporation began transitioning to focus on ancillary products and services for the 
cannabis industry in addition to the opioid industry. 
 
  



3 | P a g e  
 

 
RESULTS OF OPERATIONS 
 

 Three months ended 
September 30 

Nine months ended 
September 30 

 2018 2017 2018 2017 
Financial Results: $ $ $ $ 
Licensing revenue - 142,245 286,183 835,585 
Research costs 7,268 89,279 41,576 176,845 
General and admin expenses 162,401 148,474 456,878 497,444 
Total comprehensive (loss) income (120,046) (105,516) (138,642) 110,614 
Basic income (loss) per share (0.26) (0.23) (0.30) 0.24 
Diluted income (loss) per share (0.26) (0.23) (0.30) 0.18 
Balance sheet: $ $ $ $ 
Cash and cash equivalents 195,638 452,288 195,638 452,288 
Total assets 946,063 1,011,581 946,063 1,011,581 
Total current liabilities 132,296 28,993 132,296 28,993 
Shareholder’s equity 813,767 982,588 813,767 982,588 

 
Consistent with prior years, licensing revenue during 2018 related to the Joint Research Agreement (“JRA”) 
with Intrexon Corporation (“Intrexon”) which is paid quarterly to the Corporation. For the nine months 
ended September 30, 2018, the decrease in licensing revenue compared to the same period in 2017 is 
because in 2017, the Company received $US 400,000 in bonus payments due to reaching significant 
milestones per the terms of the JRA. As well, the contract expired at the end of the second quarter in 2018 
so the nine months ended September 30, 2018 only included two quarterly payments of $US 112,500 
compared to three in 2017. 
 
Licensing revenue for the three months ended September 30, 2018 was $nil, compared to $142,245 in the 
same quarter of 2017. The decrease is because the contract with Intrexon expired in the second quarter of 
2018 and therefore there was no revenue during the third quarter. 
 
Cash and cash equivalents was lower at September 30, 2018 compared to the same period in the prior year 
due to the losses during the first nine months of 2018. 
 
Total assets as of September 30, 2018, were lower than at the same time in 2017 because of the losses and 
negative cash flow during the first nine months of 2018. 
 
Current liabilities increased by $103,303 as of September 30, 2018 compared to September 30, 2017 due 
to current income taxes payable which increased by $101,971. 
 
Summary of Research Costs  
 

 Three months ended 
September 30 

Nine months ended 
September 30 

 2018 2017 2018 2017 
Gross Research Costs $ 75,016 $ 143,959 $ 170,621 $ 313,295 
IRAP Funding (67,748) (54,680) (129,045) (136,450) 
Research Costs $ 7,268 $ 89,279 $ 41,576 $ 176,845 
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Gross research costs, IRAP funding and net research costs during the three and nine months ended 
September 30, 2018 were lower compared to the same periods in 2017 due to the expiry of the JRA during 
the second quarter of 2018. With the expiry of the JRA, there was less research activity and therefore less 
IRAP recoveries. 
 
Summary of General and Administrative Expenses  
 

 Three months ended 
September 30 

Nine months ended 
September 30 

 2018 2017 2018 2017 
Consulting and technical services $ - $ 23,116 $ - $ 28,731 
Salaries, wages and benefits 150,215 112,146 433,723 387,376 
Legal, audit and accounting 3,487 9,492 8,015 67,768 
Travel and meals 3,669 1,237 4,999 4,306 
Corporate and office 5,030 2,483 10,141 9,263 
General and administrative   $ 162,401 $ 148,474 $ 456,878 $ 497,444 

 
For the nine months ended September 30, 2018, the Corporation reported general and administrative 
expenses of $456,878, a decrease of $40,566 from the prior year. The decrease was due to lower consulting 
and technical services and lower legal, audit and accounting costs compared to the same period in the prior 
year. This was partially offset by higher salaries, wages and benefits expenses for the same periods. 
 
For the three months ended September 30, 2018, the Corporation reported general and administrative 
expenses of $162,401, an increase of $13,927 compared to the prior year. The increase was due to an 
increase of salaries, wages and benefits of $38,069 and it was partially offset by a decrease in all of the 
other components of general and administrative expenses. 
 
The differences for the three and nine month periods are due to the following: 
 

 There were no consulting and technical services costs during the three and nine months ended 
September 30, 2018 compared to costs of $23,116 and $28,731 for the same respective periods in 
2017. The Corporation did not have consultants working in the lab in 2018 due to the wind down 
of the JRA during the first two quarters of 2018. 

 
 Salaries, wages and benefits increased by $46,347 for the nine months ended September 30, 2018 

and by $38,069 for the three months ended September 30, 2018 compared to the same respective 
periods in 2017 mainly because the Corporation increased salaries in July 2018. 
 

 Legal, audit and accounting costs decreased by $59,753 for the first nine months of 2018 compared 
to the same period in 2017 and by $6,005 for the quarter ended September 30, 2018 compared to 
the same period in 2017 for two main reasons: i) there was significant Scientific Research and 
Experimental Development tax credit work completed in 2017 compared to 2018; and ii) there was 
more legal work in 2017 due to a non-recurring legal issue that was resolved during 2017. 
 

Income Taxes Payable 
 
The Corporation had income taxes payable of $115,766 as of September 30, 2018 compared to a receivable 
of $6,407 at December 31, 2017. The increase in the payable amount is due to a reassessment of the SRED 
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tax credits during the nine months ended September 30, 2018. The Canada Revenue Agency has taken a 
position that Epimeron is not dealing with arms length with one of the Corporation’s major contractors 
because a key shareholder of Epimeron is also an employee of the contractor. Epimeron management 
believes that the CRA has erred in its assumptions since they have stated that the key shareholder controls 
Epimeron while that is not the case. As well, management feels that the contract has a number of clauses 
which eliminate any effects of the potential conflict of interest. Management has appealed the CRA’s 
position and believes Epimeron has a significant chance at winning the appeal. In the meantime, Epimeron 
has accounted for the reassessment by allowing for the entire amount that is at risk in the event that the 
appeal is not successful. 
 
 
OUTSTANDING SHARE DATA 
 
The Corporation is authorized to issue an unlimited number of voting common shares without nominal or 
par value. As at September 30, 2018, the Corporation had 465,000 common shares outstanding. 
 
The Corporation has a stock option plan which provides for the issuance of options to the Corporation’s 
directors, officers, employees and consultants. The number of options reserved for issuance under the plan 
may not exceed 10 percent of the number of common shares issued and outstanding. 
 
As at September 30, 2018, Epimeron had the following securities outstanding: 
 

Common shares 465,000 
Employee stock options 207,500 

 
As at February 11, 2019, Epimeron has the following securities outstanding: 
 

Common shares 549,701 
Employee stock options 207,500 

 
FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES  
 
The Corporation had positive working capital of $344,164 as at September 30, 2018 and retained earnings 
of $439,358. The cash balance at September 30, 2018 was $195,638. The Corporation believes this to be 
sufficient liquidity and financial resources to complete research, obtain patents, commercialize products, 
realize it liabilities and to generate positive operational cash flow on an ongoing basis 
 
Critical Accounting Policies and Estimates  
 
The details of Epimeron’s accounting policies are presented in Note 3 of the audited annual financial 
statements. These policies are considered by management to be essential to understanding the processes 
and reasoning that go into the preparation of the Corporation’s financial statements and the uncertainties 
that could have a bearing on its financial results. 
 
 
TRANSACTIONS WITH RELATED PARTIES  
 
Serturner Inc. 
 
On June 17, 2016, certain patents belonging to the Corporation were sold to Serturner Inc., in exchange for 
1,000 redeemable, non-voting shares with fair market value of $330,000. Serturner Inc. was incorporated 
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as a subsidiary of the Corporation to hold the acquired patents of the Corporation. Immediately after the 
transfer, the Corporation paid out 100% of the shares of Serturner Inc. to its shareholders as a dividend, at 
which point the Corporation’s only remaining interest in Serturner Inc. is the redeemable shares. 

Concurrent with the sale of the patents to Serturner Inc, the Corporation signed an agreement with Serturner 
which gave it access to 100% of its intellectual property for research and non-commercial purposes. In 
exchange, the Corporation is obligated to pay Serturner Inc.’s patent maintenance and ongoing application 
costs. These costs amounted to $18,989 in the during the nine months ended September 30, 2018 and were 
recorded as research costs. 

Vindolon Inc. 
 
Vindolon Inc. is considered to be a related party to the Corporation by virtue of its common shareholder 
base and Directors. The Corporation and Vindolon Inc. cooperate on certain research initiatives. During 
2016, the Corporation paid patent and other administrative costs of $6,636 on behalf of Vindolon Inc. These 
costs are considered to be recoverable and are classified as due from related parties at September 30, 2018. 

 
MANAGEMENT OF FINANCIAL RISKS  
 
Fair Value  
 
As at September 30, 2018, the Corporation’s financial instruments consisted of cash and cash equivalents, 
term deposits, accounts receivable, due from related parties, accounts payable and accrued liabilities, due 
to shareholders and income taxes payable. The fair values approximate their carrying values because of 
their current nature. 
 
The Corporation’s financial instruments are exposed to a number of risks that are summarized below:  
 
a) Credit risk  
 
Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to 
meet its contractual obligations and arises principally from the Corporation’s trade receivables. The 
carrying value of the financial assets represents the maximum credit exposure. 
 
As at September 30, 2018 Corporation has no financial assets that are past due or impaired due to credit 
risk defaults and the only account receivable balance related amounts to receivable from the government of 
Canada and related to GST investment tax credits, Scientific Research and Experimental Development tax 
credits and another grant for the reimbursement of research costs. 
 
b) Liquidity risk  
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they fall 
due and arises principally from the Corporation’s trade and other payables. The Corporation manages 
liquidity risk through the management of its capital structure as described in Note 5 of the audited annual 
financial statements. 
 
The Corporation ensures that there are sufficient funds to meet its short-term exploration and administrative 
expenditures. The Corporation’s trade payables have contractual maturities of 30 days or are due on 
demand, do not bear interest and are subject to normal trade terms. 
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CAPITAL MANAGEMENT  
 
The Corporation’s objectives when managing capital are to maintain financial strength, to protect its ability 
to meet its ongoing liabilities, to continue as a going concern, to maintain creditworthiness and to maximize 
returns for shareholders over the long term. The Corporation does not have any externally imposed capital 
requirements to which it is subject. Capital of the Corporation comprises the items included in shareholders’ 
equity. 
 
The Corporation manages the capital structure and makes adjustments to it in light of changes in economic 
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, 
the Corporation may attempt to issue new shares. 
 
The Corporation’s policy is to maintain its bank accounts at large, international financial institutions. 
 
SUBSEQUENT EVENTS 
 
Serturner Inc. 
 
On December 10, 2018, Epimeron acquired all of the outstanding shares of Serturner in an all share 
transaction by issuing 67,251 shares of Epimeron. 

Vindolon Inc. 
 
On December 10, 2018, Epimeron acquired all of the outstanding shares of Vindolon Inc. in an all share 
transaction by issuing 17,450 shares of Epimeron. 
 
Makena Resources Inc. 
 
On December 20, 2018, the Corporation announced an Agreement to complete a series of transactions with 
Makena Resources Inc. (“Makena”) and BioCan Technologies Inc. (“BioCan”), whereby both Epimeron 
and BioCan agreed to be taken over by Makena in an all share transaction which valued each of Epimeron 
and BioCan at $15.0 million and would result in a combined entity which is publicly listed on the Canadian 
Stock Exchange. The Agreement is subject to a number of conditions including the completion of a non-
brokered private placement of up to an aggregate of $15.0 million. 
 
As of the date of this MD&A, the transaction is expected to close on or about February 15, 2019. 
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The following Management’s Discussion and Analysis (“MD&A”) is intended to assist the reader to assess 
material changes in financial condition and results of operations of Epimeron (“Epimeron” or the 
“Corporation”) as at December 31, 2017 and for the year then ended in comparison to the same period in 
2016. 
 
This MD&A should be read in conjunction with the audited financial statements for the year ended 
December 31, 2017 and supporting notes. These financial statements have been prepared using accounting 
policies consistent with IFRS as issued by the International Accounting Standards Board (“IASB”). 
 
All monetary amounts are in Canadian dollars unless otherwise specified. The effective date of this MD&A 
is January 29, 2019. 
 
FORWARD-LOOKING INFORMATION 
 
Certain statements contained in this document constitute “forward-looking statements”. When used in this 
document, the words “may”, “would”, “could”, “will”, “intend”, “plan”, “propose”, “anticipate”, “believe”, 
“forecast”, “estimate”, “expect” and similar expressions, as they relate to the Corporation or its 
management, are intended to identify forward-looking statements. Such statements reflect the 
Corporation’s current views with respect to future events and are subject to certain risks, uncertainties and 
assumptions. 
 
Many factors could cause the Corporation’s actual results, performance or achievements to be materially 
different from any future results, performance or achievements that may be expressed or implied by such 
forward-looking statements. Given these risks and uncertainties, readers are cautioned not to place undue 
reliance on such forward-looking statements. The Corporation does not intend, and does not assume any 
obligation, to update any such factors or to publicly announce the result of any revisions to any of the 
forward-looking statements contained herein to reflect future results, events or developments except as 
required by applicable Canadian Securities law.  
 
OVERVIEW OF THE CORPORATION 
 
Background 
 
Epimeron Inc. (“Epimeron” or the “Corporation”) was incorporated on March 10, 2014 under the laws of 
Alberta. Epimeron is domiciled in Alberta, Canada. The address of the Corporation’s registered office is 
Suite 120, 4838 Richard Road S.W., Calgary, Alberta, Canada, T3E 6L1. 
 
Epimeron is a development stage biotech company focused on ancillary products and services for the opioid 
industry with a head office and operations in Calgary, Alberta. 
 
 
January 1, 2017 to December 31, 2017 
 
During the year, the Corporation continued with the work on the Joint Research Agreement (“JRA”) with 
Intrexon Corporation which was signed in 2015 and amended in 2016. The 2016 amendment expanded the 
agreement to allow the Corporation to recover additional costs over the remaining period of the agreement 
(from $US 75,000 per quarter to $US 112,500 per quarter). As well, the JRA allowed for bonus payments 
to Epimeron when certain milestones were met. The Corporation achieved four of these milestones in 2017 
which resulted in four additional milestone payments of $US 100,000 each. 
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The Corporation continued to progress existing patent applications and file several new ones during the 
year and expended approximately $109,321 (2016 - $76,000) on patent consulting fees during the year. 
 
In June 2016, the Corporation sold a portion of its intellectual property portfolio to Serturner Inc. 
(“Serturner”) a related company, in exchange for “Rollover Shares” in Serturner Inc. The Rollover Shares 
are redeemable for $330,000 at any time. In addition to the Rollover Shares in Serturner, Epimeron 
continued to have access to Serturner’s intellectual property for as long as the Corporation paid for 
Serturner’s patent costs. See “Transactions with Related Parties” in this MD&A for a further description of 
Epimeron’s transactions and relationship with Serturner. 
 
As of the end of the year, the Corporation had four employees at the lab in Calgary and one employee who 
worked outside of the lab. 
 
The Corporation did not complete any debt or equity financings during 2017 or 2016. 
 
 
RESULTS OF OPERATIONS 
 

 Year ended December 31 
 2017 2016 2015 
Financial Results: $ $ $ 
License and research revenue 1,099,433 495,180 193,688 
Research costs 295,040 313,598 276,043 
General and administrative expenses 682,110 413,161 299,970 
Gain on sale of assets - 289,800 1,116,387 
Total comprehensive (loss) income 80,435 (45,872) 685,466 
Basic income (loss) per share 0.17 (0.10) 1.49 
Diluted income (loss) per share 0.13 (0.10) 1.15 
Statements of Financial Position: $ $ $ 
Cash and cash equivalents 453,857 567,659 905,589 
Total assets 999,300 1,123,576 1,029,312 
Total non-current liabilities 46,891 251,602 199,993 
Shareholder’s equity 952,409 871,974 829,319 

 
License and research revenue earned during 2017 related to the JRA with Intrexon Corporation which is 
paid quarterly to the Corporation. Milestone bonuses are paid when they are achieved. The increase in 
licensing revenue for 2017 compared to 2016 is due to the four milestone bonuses being achieved and the 
higher quarterly payment, from $US 75,000 per quarter to $US 112,500 which began in the second quarter 
of 2016. 
 
Research costs in 2017 were slightly lower than in 2016 due mainly to an increase in government grants 
received during the year. The Corporation accounts for government grants by reducing the expense to which 
they relate.  In 2017, the Corporation had gross research costs of $576,803 (2016 – $513,576) which were 
reduced by IRAP funding of $203,130 (2016 – $171,573) and Scientific Research and Experimental 
Development tax credits of $78,633 (2016 – $28,405) which resulted in net research costs of $295,040 
(2016 – $313,598). The higher gross costs in 2017 were mainly due to an amended and expanded contract 
research agreement with the University of Calgary which was signed in 2016 and was in place for all of 
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2017. The increased agreement with the University of Calgary coincided with the increased and expanded 
JRA in 2016. 
 
Cash and cash equivalents was lower at December 31, 2017 than December 31, 2016, by approximately 
$113,802. This was mainly due to cash being used in operations during the year, and higher non-cash 
working capital amounts. 
 
Total assets as of December 31, 2017, were lower than at the same time in the prior year, by $124,276. This 
was mainly due to a decrease in cash during the year. 
 
Summary of Research Costs 

 Year ended December 31 
      2017      2016     2015 
Gross Research Costs $ 576,803 $ 513,576 $ 357,657 
IRAP Funding (203,130) (171,573) (21,500) 
Scientific Research and Experimental     
Development Tax Credits 

(78,633) (28,405) (60,114) 

Research Costs $ 295,040 $ 313,598 $ 276,043 
 
Research costs in 2017 were slightly lower than in 2016 due mainly to an increase in government grants 
received during the year. The Corporation accounts for government grants by reducing the expense to which 
they relate.  In 2017, gross research costs were reduced by IRAP funding of $203,130 and Scientific 
Research and Experimental Development tax credits of $78,633 which resulted in net research costs of 
$295,040. 
 
The higher gross costs in 2017 were mainly due to an amended and expanded contract research agreement 
with the University of Calgary which was signed in 2016 and was in place for all of 2017. The increased 
agreement with the University of Calgary coincided with the increased and expanded JRA in 2016. Higher 
IRAP Funding in 2017 was due to a new and increased IRAP funding agreement being signed. Higher 
SRED tax credits in 2017 was a function of higher gross research costs. 
 
Summary of General and Administrative Expenses  
 

 Year ended December 31 
      2017     2016 
Consulting and technical services $ 47,990 $ 38,667 
Salaries, wages and benefits 497,300 323,090 
Legal, audit and accounting 113,070 28,626 
Travel and meals 6,282 10,024 
Corporate and office 17,468 12,754 
General and administrative expen7ses $ 682,110  $ 413,161 

 
For the year ended December 31, 2017, the Corporation reported general and administrative expenses of 
$682,110, an increase of $268,949 over the prior year. The increase was due to an overall higher level of 
activity in the Corporation, specifically as it relates to the following: 
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 Consulting and technical services increased by $9,323 in 2017, compared to 2016 mainly due to a 
number of individuals who were contracted to work in the lab for short-term contracts. This was 
partially offset by a significant gene sequencing project that was completed in 2016. 

 
 Salaries, wages and benefits increased by $174,210 due to higher salaries and bonuses being paid 

in 2017 compared to 2016. While the Corporation had the same number of employees in both years, 
salaries were adjusted in 2017 to get closer to a market-based pay scale, based largely on 
Epimeron’s ability to pay and the success the Corporation had with the JRA milestones being met. 
 

 Legal, audit and accounting costs increased in 2017 by $84,444 compared to 2016 due to 
accounting assistance with filing Scientific Research and Experimental Development tax credits. 
As well, various legal work was done during the year for Corporate activity. 

 
OUTSTANDING SHARE DATA 
 
The Corporation is authorized to issue an unlimited number of voting common shares without nominal or 
par value. As at December 31, 2017, the Corporation had 465,000 common shares outstanding. 
 
The Corporation has a stock option plan which provides for the issuance of options to the Corporation’s 
directors, officers, employees and consultants. The number of options reserved for issuance under the plan 
may not exceed 10 percent of the number of common shares issued and outstanding. 
 
As at December 31, 2017, Epimeron had the following securities outstanding: 
 

Common shares 465,000 
Employee stock options 207,500 

 
As at January 29, 2019, Epimeron has the following securities outstanding: 
 

Common shares 549,701 
Employee stock options 207,500 

 
FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES  
 
The Corporation had positive working capital of $549,664 as at December 31, 2017 and retained earnings 
of $578,00. The cash balance at December 31, 2017 was $453,857. The Corporation believes this to be 
sufficient liquidity and financial resources to complete research, obtain patents, commercialize products, 
realize it liabilities and to generate positive operational cash flow on an ongoing basis. 
 
Critical Accounting Policies and Estimates  
 
The details of Epimeron’s accounting policies are presented in Note 3 of the audited financial statements. 
These policies are considered by management to be essential to understanding the processes and reasoning 
that go into the preparation of the Corporation’s financial statements and the uncertainties that could have 
a bearing on its financial results. 
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TRANSACTIONS WITH RELATED PARTIES  
 
Serturner Inc. 
 
On June 17, 2016, certain patents belonging to the Corporation were sold to Serturner Inc., in exchange for 
1,000 redeemable, non-voting shares with fair market value of $330,000. Serturner Inc. was incorporated 
as a subsidiary of the Corporation to hold the acquired patents of the Corporation. Immediately after the 
transfer, the Corporation paid out 100% of the shares of Serturner Inc. to its shareholders as a dividend, at 
which point the Corporation’s only remaining interest in Serturner Inc. is the redeemable shares. 

Concurrent with the sale of the patents to Serturner Inc, the Corporation signed an agreement with Serturner 
which gave it access to 100% of its intellectual property for research and non-commercial purposes. In 
exchange, the Corporation is obligated to pay Serturner Inc.’s patent maintenance and ongoing application 
costs. These costs amounted to $22,000 in 2017 (2016 – $12,349) and were recorded as research costs. 

Vindolon Inc. 
 
Vindolon Inc. is considered to be a related party to the Corporation by virtue of its common shareholder 
base and Directors. The Corporation and Vindolon Inc. cooperate on certain research initiatives. During 
2017, the Corporation paid patent and other administrative costs of $8,772 on behalf of Vindolon Inc. (2016 
- $1,154). These costs are considered to be recoverable and are classified as due from related parties at 
December 31, 2017. 

 
MANAGEMENT OF FINANCIAL RISKS  
 
Fair Value  
 
As at December 31, 2017, the Corporation’s financial instruments consisted of cash and cash equivalents, 
accounts receivable, income taxes recoverable, accounts payable and accrued liabilities and amounts due 
to and from related parties and shareholders. The fair values approximate their carrying values because of 
their current nature. 
 
The Corporation’s financial instruments are exposed to a number of risks that are summarized below:  
 
a) Credit risk  
 
Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to 
meet its contractual obligations and arises principally from the Corporation’s trade receivables. The 
carrying value of the financial assets represents the maximum credit exposure. 
 
As at December 31, 2017 Corporation has no financial assets that are past due or impaired due to credit risk 
defaults and the only account receivable balance related amounts to receivable from the government of 
Canada and related to GST investment tax credits, Scientific Research and Experimental Development tax 
credits and another grant for the reimbursement of research costs. 
 
b) Liquidity risk  
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they fall 
due, and arises principally from the Corporation’s trade and other payables. The Corporation manages 



7 | P a g e  
 

liquidity risk through the management of its capital structure as described in Note 5 of the audited financial 
statements. 
 
The Corporation ensures that there are sufficient funds to meet its short-term exploration and administrative 
expenditures. The Corporation’s trade payables have contractual maturities of 30 days or are due on 
demand, do not bear interest and are subject to normal trade terms. 
 
CAPITAL MANAGEMENT  
 
The Corporation’s objectives when managing capital are to maintain financial strength, to protect its ability 
to meet its ongoing liabilities, to continue as a going concern, to maintain creditworthiness and to maximize 
returns for shareholders over the long term. The Corporation does not have any externally imposed capital 
requirements to which it is subject. Capital of the Corporation comprises the items included in shareholders’ 
equity. 
 
The Corporation manages the capital structure and makes adjustments to it in light of changes in economic 
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, 
the Corporation may attempt to issue new shares. 
 
The Corporation’s policy is to maintain its bank accounts at large, international financial institutions. 
 
SUBSEQUENT EVENTS 
 
Serturner Inc. 

On December 10, 2018, Epimeron acquired all of the outstanding shares of Serturner in an all share 
transaction by issuing 67,251 shares of Epimeron.  

 
Vindolon Inc. 
 
On December 10, 2018, Epimeron acquired all of the outstanding shares of Vindolon Inc. in an all share 
transaction by issuing 17,450 shares of Epimeron. 
 
Makena Resources Inc. Transaction 
 
On December 20, 2018, the Corporation announced an Agreement to complete a series of transactions with 
Makena Resources Inc. (“Makena”) and BioCan Technologies Inc. (“BioCan”), whereby both Epimeron 
and BioCan agreed to be taken over by Makena in an all share transaction which valued each of Epimeron 
and BioCan at $15.0 million and would result in a combined entity which is publicly listed on the Canadian 
Stock Exchange. The Agreement is subject to a number of conditions including the completion of a non-
brokered private placement of up to an aggregate of $15.0 million. 
 
As of the date of this MD&A, the transaction is expected to close on or about January 31, 2019. 
 
 



 

  

SCHEDULE “G” 
STATEMENT OF EXECUTIVE COMPENSATION 

General 

For the purpose of this Statement of Executive Compensation: 

"compensation securities" includes stock options, convertible securities, exchangeable 
securities and similar instruments including stock appreciation rights, deferred share units and 
restricted stock units granted or issued by Makena or one of its subsidiaries (if any) for services 
provided or to be provided, directly or indirectly to Makena or any of its subsidiaries (if any); 

"NEO" or "named executive officer" means: 

(a) each individual who served as chief executive officer ("CEO") of Makena, or who 
performed functions similar to a CEO, during any part of the most recently completed 
financial year, 

(b) each individual who served as chief financial officer ("CFO") of Makena, or who performed 
functions similar to a CFO, during any part of the most recently completed financial year, 

(c) the most highly compensated executive officer of Makena or any of its subsidiaries (if any) 
other than individuals identified in paragraphs (a) and (b) at the end of the most recently 
completed financial year whose total compensation was more than $150,000 for that 
financial year, and 

(d) each individual who would be an NEO under paragraph (c) but for the fact that the 
individual was neither an executive officer of Makena or its subsidiaries (if any), nor acting 
in a similar capacity, at the end of that financial year; 

"plan" includes any plan, contract, authorization or arrangement, whether or not set out in any 
formal document, where cash, compensation securities or any other property may be received, 
whether for one or more persons; and 

"underlying securities" means any securities issuable on conversion, exchange or exercise of 
compensation securities. 

Director and Named Executive Officer Compensation, excluding Compensation Securities 

The following table sets forth all direct and indirect compensation paid, payable, awarded, granted, 
given or otherwise provided, directly or indirectly, by Makena or any subsidiary thereof to each 
NEO and each director of Makena, in any capacity, including, for greater certainty, all plan and 
non-plan compensation, direct and indirect pay, remuneration, economic or financial award, 
reward, benefit, gift or perquisite paid, payable, awarded, granted, given or otherwise provided to 
the NEO or director for services provided and for services to be provided, directly or indirectly, to 
Makena or any subsidiary thereof: 
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Name and             

Position Year 

Salary, 

Consulting 

Fee, Retainer 

or Commission 

($) 

Bonus 

($) 

Committee or 

Meeting Fees 

($) 

Values of 

Perquisites 

($) 

Value of all 

other 

Compensatio

n ($) 

Total 

Compensatio

n ($) 

Spencer 

Smyl(1)  

President, 

CEO, 

Secretary 

and Director 

2018 
2017 

7,500  

Nil 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

7,500  

Nil 

Julian 

Daley(4)  

CFO 

2018 
2017 

9,000 

Nil 

Nil 
Nil 

Nil 
Nil 

Nil 
Nil 

Nil 
Nil 

9,000 
Nil 

Cindy Cai(5)  

Former CFO 

2018 
2017 

12,000 
62,792 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

12,000 
62,792 

Gregory 

Thomson  

Director 

2018 
2017 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil l 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

Seth Kay(2)  

Former 

Director 

2018 
2017 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

Charn Deol(3)  

Former 

Director 

2018 
2017 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

Nil  

Nil 

 
Notes: 

(1) Spencer Smyl was appointed as a director on December 22, 2016 and as President, CEO and Secretary on November 15, 
2017. 

(2) Seth Kay was appointed a director, President, CEO and Secretary on March 10, 2017 and resigned from these roles on 
November 15, 2017. 

(3) Charn Deol was appointed as a director on November 15, 2017 and resigned on December 3, 2018. 
(4) Juliana Daley was appointed as CFO on April 3, 2018. ACM Management Inc., a company that employs Ms. Daley, was 

paid for her services. 
(5) Cindy Cai was appointed as the CFO on January 6, 2010 and resigned on April 3, 2018. 

 

Stock Options and Other Compensation Securities 

There were no compensation securities granted or issued to any director or NEO by Makena or 
any subsidiary thereof in the financial year ended June 30, 2018 for services provided, or to be 
provided, directly or indirectly, to Makena or any subsidiary thereof. 

Exercise of Compensation Securities by Directors and NEOs 

No director or NEO exercised any compensation securities, being solely comprised of stock 
options, during the financial year ended June 30, 2018. 

Stock Option Plan and Other Incentive Plans 

On December 5, 2018, Makena Shareholders approved the Option Plan. 

Executive officers of Makena, as well as directors, employees and consultants, are eligible to 
participate in the Option Plan. Makena Options will be granted by the Makena Board and the 
amounts of the option grants are dependent on, among other things, each officer's level of 
responsibility, authority and importance to Makena and the degree to which such officer's long 
term contribution to Makena will be crucial to its long-term success. 
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Makena Options may be granted by the Makena Board when an executive officer or employee 
first joins Makena, based on their level of responsibility within Makena. Additional grants may be 
made periodically to ensure that the number of options granted to any particular individual is 
commensurate with their level of ongoing responsibility within Makena. The Makena Board also 
evaluates the number of options an individual has been granted, the exercise price of the options 
and the term remaining on those options when considering further grants. The Makena Board will 
specify the exercise price to be paid for Makena Shares upon the exercise of Makena Options 
granted under the Option Plan. Subject to a minimum price of $0.05 per Makena Share and the 
price per share paid by investors in a public distribution by prospectus within 90 days of a stock 
option grant, the exercise price of a Makena Option may not be less than the closing market price 
of the Makena Shares on the trading day immediately preceding the date of grant of the option, 
less any applicable discount allowed by the CSE. 

Pursuant to the policies of the CSE, Makena Options may be granted outside of the Option Plan.  

See section 9, above, for more information regarding the Option Plan. 

Employment, Consulting and Management Agreements 

Makena does not have any employment, consulting or management agreements or arrangements 
with any of Makena's current NEOs or directors. 

Oversight and Description of Director and NEO Compensation 

Makena's compensation program is intended to attract, motivate, reward and retain the 
management talent needed to achieve Makena's business objectives of improving overall 
corporate performance and creating long-term value for Makena Shareholders. The compensation 
program is intended to reward executive officers on the basis of individual performance and 
achievement of corporate objectives, including the advancement of the exploration and 
development goals of Makena. Makena's current compensation program is comprised of base 
salary or fees, short term incentives such as discretionary bonuses and long term incentives such 
as stock options. 

The Makena Board has not created or appointed a compensation committee given Makena's 
current size and stage of development. All tasks related to developing and monitoring Makena's 
approach to the compensation of Makena's NEOs and directors are performed by the members 
of the Makena Board. The compensation of the NEOs, directors and Makena's employees or 
consultants, if any, is reviewed, recommended and approved by the Makena Board without 
reference to any specific formula or criteria. NEOs that are also directors of Makena are involved 
in discussion relating to compensation, and disclose their interest in and abstain from voting on 
compensation decisions relating to them, as applicable, in accordance with the applicable 
corporate legislation. 

In making compensation decisions, the Makena Board strives to find a balance between short-
term and long-term compensation and cash versus equity incentive compensation. Base salaries 
or fees and discretionary cash bonuses primarily reward recent performance and incentive stock 
options encourage NEOs and directors to continue to deliver results over a longer period of time 
and serve as a retention tool. The annual salary or fee for each NEO, as applicable, is determined 
by the Makena Board based on the level of responsibility and experience of the individual, the 
relative importance of the position to Makena, the professional qualifications of the individual and 
the performance of the individual over time. The NEOs' performances and salaries or fees are to 
be reviewed periodically. Increases in salary or fees are to be evaluated on an individual basis 
and are performance and market-based. The amount and award of cash bonuses to key 
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executives and senior management is discretionary, depending on, among other factors, the 
financial performance of Makena and the position of a participant. 

Pension Plan Benefits 

Makena has no pension, defined benefit or defined contribution plans in place. 
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Makena Resources Inc.
Pro Forma Consolidated Statement of Financial Position (Unaudited) 

Makena
Resources Inc.

December
31, 2018

Epimeron 
Inc. 

September 
30, 2018

BioCan 
Technologies Inc.

September 30, 
2018

Pro forma 
Adjustments 

Note           Total 

Assets 
Current 
 Cash and cash equivalents $ 28,502 $ 195,638 $ 804,360 $ 27,341,230 2(a) 3(b) $ 28,369,730 
    Marketable securities 35,000 30,000 - - 65,000 
 Accounts receivable 217,922 249,228 88,258 - 555,408 
 Deposits and prepaid expenses - 1,594 37,421 - 39,015 

281,424 476,460 930,039 27,341,230 29,029,153 
Non-current assets 
Receivables - - - - - 
Marketable securities - - - - - 
Exploration and evaluation assets 1,240,574 - - (1,240,574) 3(a) - 
Property, plant and equipment - 17,933 108,103 - 126,036 
Long-term investments - 330,000 - - 330,000 
Due from related parties - 14,015 - - 14,015 
Goodwill - - - 14,186,233 2(c) 14,186,233 
Deferred tax asset - 107,655 - - 107,655 

$ 1,521,998 $ 946,063 $ 1,038,142  $ 40,286,889 $ 43,793,092 
Liabilities 
Current 
Accounts payable and accrued 
liabilities 

$ 1,144,274 $ 15,855 $ 62,677  $(1,144,274) 3(a) $ 78,532 

Income taxes payable - 115,766 - - 115,766 
Amounts due to related party - 675 - - 675 

1,144,274 132,296 62,677  (1,144,274) 194,973 

Shareholders Equity
Share capital 22,820,512 90,361 9,260,291 20,682,225 2(a)(b)(c)3

(b)(e) 
52,853,389 

Contributed surplus 2,584,930 284,048 754,752 (2,850,834) 3(b)(c)(d) 
(e) 

772,896 

Retained earnings (deficit) (25,027,718) 439,358 (9,039,578) 23,599,772 2(b)3(a)(c)
(d)(e) 

(10,028,166) 

Total Equity 377,724 813,767 975,465 41,431,163 43,598,119 
$ 1,521,998 $ 946,063 $ 1,038,142  $ 40,286,889 $ 43,793,092 
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Makena Resources Inc.
Pro Forma Consolidated Statement of Comprehensive Income (Loss) (Unaudited) 

Makena 
Resources 

Inc. 

Epimeron 
Inc. 

BioCan 
Technologies 

Inc. 

Pro forma 
Adjustments 

Note Total 

Year ended 
June 30, 2018 

Year ended 
December 

31, 2017 

Year ended 
December 31, 

2017 

Revenues 
License and research revenue $ - $ 1,099,433 $ - $ - $ 1,099,433 

Expenses
Amortization and depreciation - 5,274 38,377 - 43,651 
Consulting 446,400 47,990 78,228 - 572,618 
Foreign exchange gain/loss - 27,218 - - 27,218 
Management fees 7,500 - - - 7,500 
Office and miscellaneous 44,364 17,468 180,003 - 241,835 
Professional fees 61,624 113,070 160,620 - 335,314 
Research costs - 295,040 - - 295,040 
Salaries, wages and benefits - 497,300 203,558 - 700,858 
Share-based compensation - - 708,322 - 708,322 
Transfer agent and listing fees 25,431 - - 1,233,616 2(b) 1,259,047 
Travel and promotion 43,541 6,282 184,807 - 234,630 

628,860 1,009,642 1,553,915 1,233,616 4,266,043 
Other income
Interest income - 706 - - 706 
Recovery of flow-through share 
premium liability 

6,611 - - - 6,611 

Gain on write-off of accounts payable 5,880 - - - 5,880 
12,491 706 - - 13,197 

Other expenses
Bad debt expense 1,136 - - - 1,136 
Interest expense 21,957 - - - 21,957 
Loss on sale of marketable securities 2,784 - - - 2,784 
Unrealized loss on sale of securities 55,175 - - - 55,175 
Loss on settlement of trade payables 9,680 - - - 9,680 
Impairment of exploration and    
evaluation assets 

1,150,091 - - 96,300 3(a) 1,246,391 

1,240,823 - - 96,300 1,337,123 

Income (loss) before income taxes (1,857,192) 90,497 (1,553,915) (1,329,916) (4,250,555) 

Income tax expense - 10,062 - - 10,062 

Net loss and comprehensive loss  $ (1,857,192) $ 80,435 $ (1,553,915) $ (1,329,916)  $ (4,660,588) 
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Makena Resources Inc.
Pro Forma Consolidated Statement of Comprehensive Loss (Unaudited) 

Makena 
Resources 

Inc. 

Epimeron 
Inc. 

BioCan 
Technologies 

Inc. 

Pro forma 
Adjustments 

Note Total 

Three 
months 

ended 
December 31, 

2018 

Three 
months 

ended 
September 

30, 2018 

Three 
months 

ended 
September 

30, 2018 

Revenues 
License and research revenue $ - $ - $ 9,099 $ - $ 9,099 

Expenses
Amortization and depreciation - 1,055 12,654 - 13,709 
Consulting 111,600 - 5,757 - 117,357 
Foreign exchange gain/loss - 6,215 - - 6,215 
Management fees 7,500 - - - 7,500 
Office and miscellaneous 12,487 5,030 28,523 - 46,040 
Professional fees 57,418 3,487 44,476 - 105,381 
Investor relations 208 - - - 208 
Research costs - 7,268 49,506 - 56,774 
Salaries, wages and benefits - 150,215 113,616 - 263,831 
Shareholder information 5,901 - - - 5,901 
Share-based compensation - - 7,248 - 7,248 
Transfer agent and listing fees 5,562 - - 1,233,616 2(b) 1,239,178 
Travel and promotion 10,737 3,669 29,801 - 44,207 

211,413 176,939 291,581 1,233,616 1,913,549 
Other income
Interest income - 86 - - 86 

Other expenses
Loss on sale of marketable securities 67,487 - - - 67,487 
Unrealized loss on sale of securities (45,000) - - - (45,000) 
Gain on settlement of trade payables (1,201) (1,201) 
Impairment of exploration and    
evaluation assets 

- - - 96,300 3(a) 96,300 

21,286 - - 96,300 117,586 

Income (loss) before income taxes (232,699) (176,853) (282,482) (1,329,916) (2,021,950) 

Income tax expense (recovery) - (56,807) - - (56,807) 

Net loss and comprehensive loss  $ (232,699) $ (120,046) $ (282,482) $ (1,329,916)  $ (1,965,143) 
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Note 1  -  Basis of Presentation 

The accompanying unaudited pro forma consolidated financial statements (the “Unaudited Pro Forma 
Consolidated Financial Statements”) of Makena Resources Inc. (“Makena” or the “Company”) have been 
prepared by management using principles consistent with International Financial Reporting Standards 
(“IFRS”) as issued by the International Accounting Standards Board for inclusion in a management circular 
(the “Circular”) filed with the British Columbia, Ontario and Alberta securities regulators to reflect the 
merger of Makena, BioCan Technologies Inc. (“BioCan”) and Epimeron Inc. (“Epimeron”) after giving 
effect to the proposed transactions (the “Transaction”) as described in Note 2. 

The Unaudited Pro Forma Consolidated Financial Statements as at December 31, 2018, have been compiled 
from and include the i) Makena Resources Inc. Audited Consolidated Financial Statements at June 30, 2018; 
ii) Makena Resources Inc. Unaudited Condensed Consolidated Interim Financial Statements at December 
31, 2018; iii) Audited Consolidated Financial Statements of Epimeron Inc. as at and for the years ended 
December 31, 2017 and 2016; iv) Condensed Interim Consolidated Financial Statements of Epimeron Inc. 
for the Nine-month periods ended September 30, 2018 and 2017 (unaudited); v) Audited Financial Statements 
of BioCan Technologies Inc. as at and for the year ended December 31, 2017; and vi) Condensed Interim 
Financial Statements of BioCan Technologies Inc. for the Nine-month periods ended September 30, 2018 
and 2017 (Unaudited). 

In the opinion of management, the Unaudited Pro Forma Consolidated Financial Statements include all 
adjustments necessary for the fair presentation of the transactions described herein and are in accordance 
with IFRS applied on a basis consistent with the Company’s accounting policies. 

The Unaudited Pro Forma Financial Statements have been prepared for illustrative purposes only and may 
not be indicative of the combined entities’ financial position and results of operations that would have 
occurred if the Transaction had been in effect at the dates indicated or of results which may be obtained in 
the future. 

Note 2  - Pro Forma Transactions

The accompanying Unaudited Pro Forma Consolidated Financial Statements of the Company give effect to 
the proposed merger between Makena, BioCan and Epimeron (the “Transaction”). The definitive merger 
agreement provides that shareholders and warrant-holders or BioCan will receive 7.301 (the “BioCan 
Exchange Ratio”) common shares or warrants, respectively, of the resulting issuer.  The definitive merger 
agreement provides that shareholders and warrant-holders or Epimeron will receive 577.14 (the “Epimeron 
Exchange Ratio”) common shares or warrants, respectively, of the resulting issuer. In conjunction with the 
Transaction, Makena will complete a private placement of $28.5 million. 

The Transaction will constitute a reverse take-over of the Company by BioCan which does not meet the 
definition of a business combination, and an immediate, subsequent acquisition of Epimeron by BioCan. 

Makena and Epimeron are treated as the acquirees and BioCan is treated as the acquirer. As a result, the go-
forward entity is deemed to be a continuation of BioCan and BioCan is deemed to have acquired control of 
the assets and business of Makena and Epimeron in the consideration of the issuance of capital, options and 
warrants, as applicable. 

For accounting purposes, BioCan is deemed to have issued the following securities: 

a) 814,285,714 shares with a fair value of $0.035 per share for total fair value of $28,500,000 issued by 
way of private placement less a finder’s fee of $1,183,770. 

b) 35,246,184 shares with fair value of $0.035 per share for total fair value of $1,233,616 to acquire 
Makena. 

c) 428,571,428 shares with fair value of $0.035 per shares for a total fair value of $15,000,000 to acquire 
Epimeron. 
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The preliminary allocation of the fair value to the identifiable assets acquired and liabilities assumed as 
at the date of the acquisition of Epimeron were as follows: 

Preliminary fair value 
recognized on acquisition 

$ 
Cash 195,638 
Marketable securities 30,000 
Accounts receivable 249,228 
Deposits and prepaid expenses 1,594 
Property, plant and equipment 17,933 
Long-term investments 330,000 
Due from related parties 14,015 
Deferred tax asset 107,655 
Accounts payable and accrued liabilities (15,855) 
Income taxes payable (115,766) 
Amounts due to related party (675) 
Goodwill 14,186,233 
Purchase consideration transferred 15,000,000 

Under the acquisition method, the acquired tangible and intangible assets and assumed liabilities of the 
acquired entity are primarily measured at their estimated fair value at the date of acquisition. The excess of 
the purchase consideration over the preliminary estimated fair value of net assets acquired is classified as 
goodwill on the accompanying unaudited pro forma consolidated statement of financial position. Such 
goodwill is not amortized but will be evaluated for impairment on at least an annual basis. The estimated fair 
values and useful lives of assets acquired and liabilities assumed are subject to final valuation adjustments 
which may cause some of the amounts ultimately recorded as goodwill to be materially different from those 
shown on the unaudited pro forma consolidated statement of financial position. The preliminary estimates 
used to prepare the pro forma information presented will be updated after the closing of the Transaction. 

Note 3  - Pro Forma Assumptions and Adjustments

a) Exploration and evaluation assets of Makena are sold to repay accounts payable and accrued liabilities 
balance; 

b) 250,000 options outstanding in BioCan are exercised at $0.10 per share for proceeds of $25,000; 
c) 1,250,000 employee performance warrants outstanding in BioCan are cancelled; 
d) Cashless employee stock options in Epimeron are exercised; 
e) Share capital and contributed surplus in Makena is eliminated by a charge to retained earnings; 

Note 4 - Pro Forma Share Capital 

Number of 
Shares

Amount 
$

Makena shares outstanding 35,246,184 1,233,616 
Issued to BioCan shareholders 428,571,429 9,260,291 
Issued to Epimeron shareholders 428,571,429 15,000,000 
Issued by private placement 814,285,714 27,316,230 
Shares issued on exercise of options 1,825,250 43,252 
Common shares at December 31, 2018 1,708,500,005 $ 52,853,389 
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