
ALLEGIANT GOLD LTD. 

Notes to the Condensed Interim Consolidated Financial Statements  

Three Month Period Ended December 31, 2019 

(Unaudited - Expressed in Canadian Dollars) 

 

 

 

5. EXPLORATION AND EVALUATION ASSETS 

 

Property 

Balance at 

September 30, 

2019  Additions 

Option 

Payment(s) 

Received Impairment 

Foreign  

Exchange 

Balance at 

December 31, 

2019 

 ($) ($) ($) ($) ($) ($) 

       

Bolo 4,050,740 - - - (52,601) 3,998,139 

Browns Canyon 696,156 - - - (9,040) 687,116 

Clanton Hills 67,118 - - - (872) 66,246 

Eastside 18,501,403 18,392 - - (240,438) 18,279,357 

Four Metals(1) - - - - - - 

Goldfield West 409,303 - - - (5,315) 403,988 

Mogollon(2) - - - - - - 

Overland Pass 91,406 - - - (1,186) 90,220 

White Horse Flats 99,462 - - - (1,292) 98,170 

White Horse North 85,664 - - - (1,112) 84,552 

 24,001,252 18,392 - - (311,856) 23,707,788 

 

A summary of exploration and evaluation assets by property for the year ended September 30, 2019 is set 

out below: 

 

Property 

Balance at 

September 30, 

2018  Additions 

Option 

Payment(s) 

Received 

 

 

Impairment 

Foreign  

Exchange 

Balance at 

September 30, 

2019 

 ($) ($) ($) ($) ($) ($) 

       

Big Lime 1,383 - - (1,415) 32 - 

Bolo 4,262,334 6,057 (334,550) - 116,899 4,050,740 

Browns Canyon 156,978 536,467 - - 2,711 696,156 

Clanton Hills 56,933 8,696 - - 1,489 67,118 

Eastside 17,076,272 973,829 - - 451,302 18,501,403 

Four Metals(1) - - - - - - 

Goldfield West 179,253 225,901 - - 4,149 409,303 

Hughes Canyon 153,925 284,203 - (453,591) 15,463 - 

Mogollon(2) 261,469 4,149 (273,303) - 7,685 - 

Monitor Hills 91,753 406,763 - (505,141) 6,625 - 

Overland Pass 64,208 25,563 - - 1,635 91,406 

Silver Dome 30,459 1,804 - (33,002) 739 - 

White Horse Flats 71,948 25,671 - - 1,843 99,462 

White Horse North 62,141 21,931 - - 1,592 85,664 

 22,469,056 2,521,034 (607,853) (993,149) 612,164 24,001,252 

 
(1) Optioned to third party. Proceeds received exceed carrying value of property. Refer to “Four Metals” section for further details. 
(2) Optioned to third party. Proceeds received exceed carrying value of property. Refer to “Mogollon” section for further details. 
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5. EXPLORATION AND EVALUATION ASSETS (continued) 

 

A summary of the exploration and evaluation assets by cost category is set out below: 
 

 ($) 

  

Balance at September 30, 2018 22,469,056 

  

Acquisition and land costs 554,092 

Camp costs 11,227 

Drilling 755,417 

Geology, trenching and geophysics 328,652 

Management and administration 567,754 

Technical studies 174,321 

Travel 129,571 

Option payment(s) received (607,853) 

Impairment (993,149) 

Foreign exchange 612,164 

Balance at September 30, 2019 24,001,252 

  

Geology, trenching and geophysics 5,446 

Management and administration 269 

Technical studies 12,677 

Foreign exchange (311,856) 

Balance at December 31, 2019 23,707,788 
 

Bolo 

 

The Bolo project is located approximately 60 km northeast of Tonopah, Nevada. The Company holds a 100% 

interest in Bolo, subject to underlying royalties. 

 

On June 27, 2018, the Company entered into an agreement with Barrian Mining Corp. (“Barrian”), under 

which Barrian may acquire up to a 50.01% undivided interest in Bolo by issuing common shares of Barrian 

to the Company, with an aggregate value of $1,310,000 (US$1,000,000) over a three year period, and also 

incurring certain exploration and evaluation expenditures on Bolo with a minimum aggregate value of 

$5,240,000 (US$4,000,000) by December 31, 2022. On April 24, 2019, the Company received 1,672,750 

common shares of Barrian, representing an initial $334,550 (US$250,000) option payment. 

 

Barrian may acquire an additional 24.99% interest in Bolo by incurring an additional $5,240,000 

(US$4,000,000) in certain exploration and evaluation expenditures on Bolo within two years of acquiring the 

initial 50.01% interest in Bolo. If Barrian does not acquire the additional 24.99% interest, then Barrian will 

transfer a 0.02% interest in Bolo back to the Company. 

 

Eastside 

 

The Eastside project is located approximately 32 km west of Tonopah, Nevada. The Company holds a 100% 

interest in Eastside, subject to underlying royalties. 
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5. EXPLORATION AND EVALUATION ASSETS (continued) 

 

Four Metals 

 

On April 19, 2018 the Company and MinQuest Ltd. entered into an option agreement with Arizona Standard 

(US) Corp. (the “Four Metals Optionee”) and Barksdale Metals Corp. (“Barksdale”) granting the Four Metals 

Optionee an option to acquire a 100% interest in the Four Metals project located in Santa Cruz County, 

Arizona. The Four Metals Optionee is a wholly-owned subsidiary of Barksdale.  The common shares of 

Barksdale are listed for trading on the TSXV. The Company and MinQuest Ltd. each own a 50% interest in 

16 unpatented lode mining claims that, in addition to 24 unpatented lode mining claims that are 100% owned 

by the Company, comprise the Four Metals project. The option agreement requires the Four Metals Optionee 

to pay $294,750 (US$225,000) in staged payments over a five-year period. In addition, Barksdale will issue 

common shares with a total value of $294,750 (US$225,000) in staged issuances over the same five-year 

period. The cash payments and share issuances are shared equally with MinQuest Ltd. so that the Company 

will receive 50% of the cash and share payments. 

 

On April 18, 2019, the Company received cash of $16,670 (US$12,500) and 33,016 common shares of 

Barksdale, with a fair value of $16,838 (US$12,500).  On April 19, 2018, the Company received cash of 

$16,670 (US$12,500). 

 
Mogollon 

 

On June 19, 2018, the Company entered into an agreement with Barrian, granting Barrian an option to acquire 

a 100% interest in Mogollon by issuing common shares of Barrian with an aggregate value of $1,310,000 

(US$1,000,000) over an approximate three-year period. On April 24, 2019, the Company received 1,672,750 

common shares of Barrian, representing an initial $334,550 (US$250,000) option payment. 

 

Other 

 

The Company has additional exploration and evaluation assets located in the USA, comprised of the 

following properties: Clanton Hills, Browns Canyon, Overland Pass, Goldfield West, White Horse Flats, and 

White Horse North. 

 

6. RECLAMATION BONDS 

 

The drilling permits for the following properties require refundable reclamation bonds, which are held by the 

USA Forest Service and the US Bureau of Land Management: 

 

 December 31, 

 2019 

September 30, 

2019 

 ($) ($) 

Browns Canyon 8,264 8,373 

Eastside  260,703 291,393 

Hughes Canyon 17,943 18,179 

Monitor Hills - 15,120 

Red Hills 7,965 8,070 

 294,875 341,135 

 

  



ALLEGIANT GOLD LTD. 

Notes to the Condensed Interim Consolidated Financial Statements  

Three Month Period Ended December 31, 2019 

(Unaudited - Expressed in Canadian Dollars) 

 

 

 

7. RESTORATION PROVISION 

 

The Company has restoration obligations in connection with certain properties in Nevada. The Company has 

in place reclamation bonds with the USA Forest Service and the US Bureau of Land Management (also refer 

to Note 5) to cover these obligations. 

 

8. SHARE CAPITAL 

 

Common shares  

 

Authorized - unlimited common shares without par value. 

 

At December 31, 2019, the Company had 61,843,850 (September 30, 2019 – 61,843,850) common shares 

issued and outstanding.  

 

On March 5, 2019, the Company issued 1,000,000 common shares (the “Extension Shares”) of Allegiant in 

exchange for extending the due date of the Grid Note to December 31, 2020 (see Note 11). The fair value of 

the Extension Shares was $190,000 at the time of issuance. 

 

On October 24, 2018, the Company extinguished an existing debt in the amount of $13,595 by issuing 32,368 

common shares (each a “Settlement Share”) at a fair value price of $0.42 per Settlement Share to certain of 

its independent directors.  

 

Share options 

 

The Company has a share option plan to issue share options whereby the total share options outstanding may 

be up to 10% of its issued capital at the time of an applicable option grant. The Board of Directors may from 

time to time, grant options to directors, officers, employees or consultants. The exercise price of an option is 

not less than the closing price on the TSXV on the last trading day preceding the grant date. 

 

The continuity of the Company's share options is as follows: 
 

  

Number of 

Options 

Weighted Average 

Exercise Price 

   ($) 

    

Balance, October 1, 2018  5,090,000 0.58 

Granted  1,000,000 0.10 

Cancelled  (3,000,000) 0.57 

Forfeited  (405,000) 0.60 

Balance, September 30 and December 31, 2019  2,685,000 0.41 

 

A summary of the Company’s options at December 31, 2019 is as follows: 
 

  Options Outstanding  Options Exercisable 

Exercise 

Price  

 Number of  

Options 

 Outstanding  

Weighted Average 

Remaining  

Contractual Life   

Number of  

Options 

 Exercisable  

Weighted Average 

Remaining  

Contractual Life  

($)    (yrs)    (yrs) 

         

0.60  1,685,000  3.08  1,685,000  3.08 

0.10  1,000,000  4.73  1,000,000  4.73 

0.10-0.60  2,685,000  3.70  2,685,000  3.70 
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8. SHARE CAPITAL (continued) 

 

The fair value of share options recognized as an expense during the year ended September 30, 2019 was 

$53,700. 

 

The fair value of each share option is estimated on the date of grant using the Black-Scholes Option Pricing 

Model that uses the assumptions noted in the table below. Expected volatilities are based on historical 

volatility of the Company’s shares, and other factors. The expected term of share options granted represents 

the period of time that share options granted are expected to be outstanding. The risk-free rate of periods 

within the contractual life of the share option is based on the Canadian government bond rate. Assumptions 

used for share options granted during the year ended September 30, 2019 were as follows: 

 

Grant Date 

Number of 

Share 

Options 

Expected  

Price  

Volatility 

Risk Free  

Interest 

 Rate 

Expected 

 Life   

Expected 

Dividend  

Yield 

Fair Value 

Per Option  

Total  

Fair 

Value 

    (yrs)  ($) ($) 

        

September 20, 2019 1,000,000 114.0% 1.4% 5.00 - 0.05 53,700 

 

Warrants 

 

There was no warrant activity during the three month period ended December 31, 2019 or the year ended 

September 30, 2019. 

 

A summary of the Company’s warrants at December 31, 2019 is as follows: 

 

Number of 

Warrants 

Weighted 

Average Exercise 

Price 

 

Expiry Date 

Weighted 

Average Remaining 

Contractual Life 

 ($)  (yrs) 

6,994,114 1.00 January 29, 2020 0.08 

273,490 0.60 January 29, 2020 0.08 

7,267,604 0.98  0.08 

 

Reserves 

 

Share options and warrants 

 

The share options and warrants reserve records items recognized as stock-based compensation expense and 

other share-based payments until such time that the stock options or warrants are exercised, at which time 

the corresponding amount will be transferred to share capital. 

 

Accumulated other comprehensive income (loss) 

 

The accumulated other comprehensive income (loss) reserve records unrealized exchange differences arising 

on translation of foreign operations that have a functional currency other than the Company’s reporting 

currency. 

 

Other Reserves 

 

The fair value of the extension of the Grid Note owing to Columbus Gold Corp. was determined to be 

$383,665 using a discount rate of 15%.  It has been recognized in other reserves as a contribution to equity. 
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9. RELATED PARTY TRANSACTIONS 

 

Columbus Gold, a company with certain directors and officers in common, provides the Company with 

administration and management services on a shared cost basis under a corporate services agreement (the 

“CSA”). The most recent CSA was effective until December 31, 2019. 

 

As at December 31, 2019, the Company had a principal balance of $1,604,405 (September 30, 2019 - 

$1,604,405) owing to Columbus Gold (the “Grid Note”) originally due on March 1, 2019. On March 5, 2019, 

the Company issued 1,000,000 common shares (the “Extension Shares”) of Allegiant in exchange for 

extending the due date to December 31, 2020. The fair value of the Extension Shares was $190,000 at the 

time of issuance. 

 

As the Grid Note was initially a non-current liability, the Company discounted the Grid Note with a 20% 

annual discount rate, resulting in a discount of $213,639 allocated to the reserves account. Upon issuing the 

Extension Shares, the Grid Note was recognized as a new financial liability and the fair value of the Extension 

Shares was recognized as a loss. The Company discounted newly issued Grid Note with a 15% annual 

discount rate, resulting in a discount of $383,665 allocated to the reserves account. A continuity table of the 

Grid Note is as follows: 

 

 ($) 

  

Balance, September 30, 2018 1,604,405 

Fair value discount – 15% (383,665) 

Accretion for the period 146,142 

Balance, September 30, 2019 1,331,645 

  

Accretion for the period 50,563 

Balance, December 31, 2019 1,382,208 

 

The Company engaged the services of Cordilleran Exploration LLC (“Cordex”) to generate, evaluate, and 

explore mineral properties on behalf of the Company, primarily in Nevada. The agreement expired on June 

30, 2019. Monthly payments consisted of a management fee which ranged from $27,155 (US$21,167) to 

$28,865 (US$22,500) and net smelter return (“NSR”) royalty for Cordex on existing and new properties. The 

principal of Cordex is a former officer and director of a subsidiary of the Company. 

 

The following is a summary of related party transactions:  

 

 

       

December 31, 

 2019  

December 31, 

 2018 

     ($)  ($) 

        

Amounts paid or accrued to Columbus Gold under the CSA     17,281  91,253 

Management fees paid to a corporation controlled by the Chairman of 

   the Company     32,500  37,500 

Management fees accrued to the CEO of the Company     31,500  - 

Administration fees accrued to the CEO of the Company     4,500  - 

Professional fees paid to a corporation controlled by the CFO of the 

Company      15,000  - 

Directors fees paid or accrued     18,000  45,000 

Consulting fees paid or accrued to a former officer and director of a 

   subsidiary of the Company     19,108  - 

Consulting fees paid or accrued to Cordex     -  84,000 

     137,889  257,753 
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9. RELATED PARTY TRANSACTIONS (continued) 

 

The following summarizes advances and amounts payable to related parties: 

 

 December 31, September 30, 

 2019 2019 

 ($) ($) 

   

Due to Columbus Gold - Grid Note (1,382,208) (1,331,645) 

Travel advances to Chairman of the Company 5,000 5,000 

Amounts due to directors, included in accounts payable (9,000) (5,972) 

 (1,386,208) 1,332,617 

 

10. SEGMENTED INFORMATION 

 

The Company has one reportable business segment, being mineral exploration and development. Assets by 

geographical area are as follows: 

 

 December 31, September 30, 

 2019 2019 

 ($) ($) 

   

Current assets   

   Canada 637,113 956,025 

   USA 175,302 132,938 

 812,415 1,088,963 

Non-current assets   

   Canada - - 

   USA 24,002,663 24,342,387 

 24,002,663 24,342,387 

   

Total assets   

   Canada 637,113 956,025 

   USA 24,177,965 24,475,325 

 24,815,078 25,431,350 

 

11. FINANCIAL RISK AND CAPITAL MANAGEMENT 

 

Financial risk 

 

The Company’s financial instruments are exposed to certain financial risks. The risk exposures and the 

impact on the Company's financial instruments at December 31, 2019 are summarized below. The Board of 

Directors periodically reviews with management the principal risks affecting the Company and the systems 

that have been put in place to manage these risks. 
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11. FINANCIAL RISK AND CAPITAL MANAGEMENT (continued) 

 

Credit risk 

 

The credit risk exposure on cash is limited to its carrying amount at the date of the statements of financial 

position. Cash is held as cash deposits with creditworthy banks in Canada and the USA, and risk is assessed 

as low.  

 

The credit risk exposure on reclamation bonds is limited to its carrying amount at the date of the statements 

of financial position. Reclamation bonds are held by the USA Forest Service and the US Bureau of Land 

Management, and risk is assessed as low. 

 

Liquidity risk 

 

Liquidity risk arises from the Company’s general and capital financing needs. The Company manages 

liquidity risk by attempting to maintain sufficient cash balances. Liquidity requirements are managed based 

on expected cash flows to ensure that there is sufficient capital in order to meet short term obligations. As at 

December 31, 2019, the Company had a working capital of $749,983 (September 30, 2019 – $1,048,165).  

 

Liquidity risk is assessed as high. 

 

Market risks 

 

(i) Foreign currency risk 

 

The Company’s functional currency is the Canadian dollar. The Company is exposed to the currency 

risk related to the fluctuation of foreign exchange rates in its US subsidiary, Allegiant Gold (U.S.) Ltd. 

The Company also has certain assets and liabilities denoted in US dollars. A significant change in the 

currency exchange rates between the Canadian dollar relative to the US dollar could have an effect on 

the Company’s results of operations, financial position and/or cash flows. The Company has not hedged 

its exposure to currency fluctuations.  

 

(ii) Commodity price risk 

 

The Company’s ability to raise capital to fund exploration or development activities is subject to risks 

associated with fluctuations in the market price of gold. The Company closely monitors commodity 

prices to determine the appropriate course of action to be taken. 

 

(iii) Interest rate risk 

 

The Company does not have any variable interest-bearing debt and is therefore not exposed to interest 

rate risk. 

 

Sensitivity analysis 

 

A 1% change in interest rates does not have a material effect on the Company’s profit or loss.  

 

The Company has certain assets and liabilities in US Dollars, a currency other than the functional currency 

of Company. The Company estimates that a +/-10% change in the value of the Canadian dollar relative to 

the US dollar does not have a material effect on the Company’s profit or loss. 
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11. FINANCIAL RISK AND CAPITAL MANAGEMENT (continued) 

 

Capital management 

 

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a 

going concern in order to pursue the development of its mineral properties and to maintain a flexible capital 

structure for its projects for the benefit of its stakeholders. As the Company is in the exploration stage, its 

principal source of funds is from equity financings and debt from Columbus Gold.  

 

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 the capital structure, the 

Company may attempt to issue new shares, enter into joint venture property arrangements, acquire or dispose 

of assets or adjust the amount of cash and investments.  

 

Fair value 

 

The fair value of the Company’s financial instruments, including cash, short-term investments, receivables 

and accounts payable, approximates their carrying value due to the immediate or short-term maturity of these 

financial instruments. The fair value of the reclamation bonds approximates their fair value based on current 

interest rates and high liquidity. 

 

The fair value of the short-term investments is measured using level 1 of the fair value hierarchy. 

 

The fair value of non-current amounts due to Columbus Gold are based on the fair value of the common 

shares issued as consideration for an extension. 

 

IFRS 9, Financial Instruments: Disclosure establishes a fair value hierarchy that prioritizes the input to 

valuation techniques used to measure fair value as follows: 

 

 Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities; 

Level 2 – inputs other than quoted prices included in Level 1 that are observable for the asset or 

liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and 

Level 3 – inputs for the asset or liability that are not based on observable market data (unobservable 

inputs). 

 

At December 31, 2019, amounts due to Columbus Gold are categorized as Level 2 in the fair value hierarchy 

above.  

 

The Company has determined the estimated fair values of its financial instruments based upon appropriate 

valuation methodologies.  
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12. SUPPLEMENTAL CASH FLOW INFORMATION 

 

On January 29, 2020, a total of 7,267, 604 share purchase warrants expired without being exercised. 

 

On April 24, 2019, the Company received 1,672,750 common shares of Barrian, representing an initial 

$334,550 (US$250,000) option payment for the Bolo property (Note 4). 

 

On April 24, 2019, the Company received 1,672,750 common shares of Barrian, representing an initial 

$334,550 (US$250,000) option payment for the Mogollon property (Note 4). 

 

On April 18, 2019, the Company received 33,016 common shares of Barksdale with a fair value of $16,838, 

in connection with the Four Metals property (Note 4). 

 

On March 5, 2019, the Company issued 1,000,000 common shares of Allegiant in exchange for extending 

the maturity date of a promissory note payable to Columbus Gold (Note 7). 

 

On October 24, 2018, the Company issued 32,368 common shares (Note 7) to Directors of the Company to 

settle directors’ fees accrued at a fair value of $13,595.  

 

 


