
 
 

 
PORTOFINO RESOURCES INC. 

 
CONDENSED INTERIM FINANCIAL STATEMENTS 

 
FOR THE NINE-MONTH PERIOD ENDED 

 
FEBRUARY 29, 2020 AND FEBRUARY 28, 2019 

 
(Expressed in Canadian dollars) 

 
(Unaudited) 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
NOTICE OF NO AUDITOR REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS 

In accordance with National Instrument 51-102, Part 4, subsection 4.3 (3) (a), if an auditor has not performed a 
review of the interim financial statements, they must be accompanied by a notice indicating that an auditor has not 

reviewed the financial statements. 
 

The accompanying unaudited condensed interim financial statements of the Company have been prepared by and 
are the responsibility of the Company’s management and have been approved by the Board of Directors of the 

Company. 
 

 
These condensed interim consolidated financial statements have not been reviewed by the Company’s auditors.
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PORTOFINO RESOURCES INC. 
STATEMENTS OF FINANCIAL POSITION 
AS AT FEBRUARY 29, 2020  
(Expressed in Canadian dollars) 
(Unaudited) 

 
 

 Note 
February 29,  

2019 
May 31,  

2019. 

  $ $ 
ASSETS    
    
CURRENT    
    

Cash  6,638 1,987 
Amounts receivable 9 38,988 58,209 
Taxes receivable  7,868 15,972 
Prepaid expenses   - 46,334 
Promissory notes 8 257,758 283,875 

    
 
 

 311,252 406,377 
    
NON-CURRENT    
 
 

   
Equipment 5 - 378 

    
  311,252 406,755 

    
    
    
LIABILITIES     
    

CURRENT    
    

Accounts payable and accrued liabilities 9 278,221 115,197 

    

EQUITY     
    
SHARE CAPITAL  7 3,772,407 3,757,407 
CONTRIBUTED SURPLUS  7 739,791 739,791 
DEFICIT  (4,479,167) (4,205,640) 

    
  33,031 291,558 

    
  311,252 406,755 

    
 
NATURE OF BUSINESS AND CONTINUING OPERATIONS (Note 1) 
COMMITMENTS (Notes 6 and 12) 
SUBSEQUENT EVENTS (Note 13) 
 
Approved and authorized for issue on behalf of the Board on April 28, 2020 

 

/s/ “David Tafel”  CEO  /s/ “Jeremy Wright” CFO 

      
 
 
 
 

 
 

 
The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements
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PORTOFINO RESOURCES INC. 
STATEMENTS OF COMPREHENSIVE LOSS  
FOR THE NINE-MONTH PERIOD ENDED FEBRUARY 29, 2020 AND FEBRUARY 28, 2019 
(Expressed in Canadian dollars) 
(Unaudited) 
 
 

 Three-month ended Nine-month ended 
  February 29,  February 28, February 29, February 28, 
 Note ..2020 2019 2020 2019 

  $.. $..   
EXPENSES      

      Advertising and promotion  - (15,720) - - 
Amortization  - 126 210 378 
Consulting fees  58,214 44,800 66,214 117,500 
Due diligence costs  (45,601) 28,383 - 75,480 
General exploration expenditures  30,000 - 33,574 - 
Investor communications  10,822 44,437 44,180 70,237 
Management fees 9 22,500 48,000 67,500 125,250 
Office  9,292 13,061 12,900 25,766 
Professional fees 9 28,650 36,864 77,593 91,531 
Rent   5,534 11,029 5,534 21,730 
Transfer agent and filing fees  2,710 13,823 6,950 17,759 
Travel and promotion  2,755 7,712 2,755 27,555 

-      
LOSS BEFORE OTHER ITEM   (124,876) (232,515) (317,410) (573,186) 

OTHER ITEM:      

    Interest income 8 7,961 7,961 23,883 
 

23,851 

    Other income  20,000 - 20,000 - 

      
NET LOSS AND COMPREHENSIVE 
LOSS  (96,915) (224,554) 

 
(273,527) 

 
(549,335) 

      

LOSS PER SHARE –  
Basic and diluted  - (0.01) 

 
(0.01) 

 
(0.04) 

      WEIGHTED AVERAGE  
NUMBER OF COMMON SHARES 
OUTSTANDING  24,496,190 17,395,199 

 
 

24,165,918 

 
 

14,442,734 

            
      

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements 
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PORTOFINO RESOURCES INC. 
STATEMENTS OF CHANGES IN EQUITY  
FOR THE NINE-MONTH PERIOD ENDED FEBRUARY 29, 2020 AND FEBRUARY 28, 2019 
(Expressed in Canadian dollars) 
(Unaudited) 

 
 Common Shares    

 
Number of 

Shares Amount 
Contributed 

Surplus Deficit Total 

  $ $ $ $ 
      
Balance, May 31, 2018 12,988,000 3,231,243 634,250 (3,152,308) 713,185 
      
Shares issued for cash 11,013,684 606,457 - - 606,457 
Share issue costs - (48,687) - - (48,687) 
Net loss and comprehensive loss - - - (549,335) (549,335) 

      
Balance, February 28, 2019 24,001,684 3,789,013 634,250 (3,701,643) 721,620 
      

Balance, May 31, 2019 24,001,684 3,757,407 739,791 (4,205,640) 291,558 
Shares issued for mineral properties 500,000 15,000 - - 15,000 
Net loss and comprehensive loss - - - (273,527) (273,527) 

      
Balance, February 29, 2020 24,501,684 3,772,407 739,791 (4,479,167) 33,031 
      

 
 
 
 

 
 
 
 

 
 
 
 
 
 
 

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements 
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PORTOFINO RESOURCES INC. 
STATEMENTS OF CASH FLOWS 
FOR THE NINE-MONTH PERIOD ENDED FEBRUARY 29, 2020 AND FEBRUARY 28, 2019 
(Expressed in Canadian dollars) 
(Unaudited) 

  
February 29, 

2020   
February 29, 

2019  

  $..   $  

CASH PROVIDED BY (USED IN):       
       

OPERATING ACTIVITIES       
       Net loss for the period   (273,527)        (549,335)  

Adjusted for items not affecting cash:       
    Amortization  210   378  
    Accrued interest   (23,883)   (23,851)  

  (297,200)   (572,808)  

Changes in non-cash working capital balances:       

Amounts receivable  19,221 
 
 42,315  

Taxes receivable  8,104   1,891  

    Prepaid expenses  46,334   (622)  

 Accounts payable and accrued liabilities  16,024   (37,723)  

       

Cash used in operating activities  (60,517) 
 
 (566,947)  

       

INVESTING ACTIVITY   
 
   

           Advances of promissory notes  -   (22,477)  

    Receipt of promissory note  50,000   14,500  

    Equipment   168   -  

       
Cash used in investing activities  50,168   (7,977)  

       

FINANCING ACTIVITIES   
 
   

       Shares issued for cash  -   606,457  

Shares issued for properties  15,000   -  

     (48,687)  

       

Cash provided by financing activities  15,000   557,770  

       
CHANGE IN CASH   4,651 

 
 (17,154)  

       
CASH, BEGINNING OF PERIOD  1,987 

 
 164,707  

       
CASH, END OF PERIOD  6,638   147,553  

       

SUPPLEMENTAL CASH DISCLOSURES:   
 
   

Interest paid  -   -  

Income taxes paid  -   -  

 

 
 
 
 

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



PORTOFINO RESOURCES INC. 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE NINE-MONTH PERIOD ENDED FEBRUARY 29, 2020 AND FEBRUARY 28, 2019 
(Expressed in Canadian dollars) 
(Unaudited) 
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1. NATURE OF OPERATIONS  
 

Portofino Resources Inc. (“the Company”) was incorporated on June 14, 2011 under the laws of British 
Columbia. The address of the Company’s corporate office and its principal place of business is Suite 
520, 470 Granville Street, Vancouver, British Columbia, Canada. The Company’s shares are listed for 
trading on the TSX Venture Exchange (“TSX-V”) under the symbol “POR”. On October 10, 2018, the 
Company incorporated under the laws of Argentina, Portofino Argentina S.A. which has had no 
transactions occurring during the nine-month period ended February 29, 2020. The subsidiary is owned 
95% by the Company and 5% by the Company’s CEO.  
 
The Company’s principal business activities include the acquisition and exploration of mineral property 
assets. As at February 29, 2020, the Company had not yet determined whether the Company’s mineral 
property asset contains ore reserves that are economically recoverable. The recoverability of amounts 
shown for exploration and evaluation assets is dependent upon the discovery of economically 
recoverable reserves, confirmation of the Company’s interest in the underlying mineral claims, the 
ability of the Company to obtain the necessary financing to complete the development of and the future 
profitable production from the properties or realizing proceeds from their disposition. The outcome of 
these matters cannot be predicted at this time and the uncertainties cast significant doubt upon the 
Company’s ability to continue as a going concern. 
 
The Company has an accumulated loss of $273,527 as at February 29, 2020 (2019: $549,335), which 
has been funded by the issuance of equity. The Company’s ability to continue its operations and to 
realize its assets at their carrying values is dependent upon obtaining additional financing and 
generating revenues sufficient to cover its operating costs. These unaudited condensed interim 
consolidated financial statements do not give affect to any adjustments which would be necessary 
should the Company be unable to continue as a going concern and therefore be required to realize its 
assets and discharge its liabilities in other than the normal course of business and at amounts different 
from those reflected in these unaudited condensed interim consolidated financial statements. 
 

2. BASIS OF PRESENTATION 
 
The Company prepares its condensed consolidated interim financial statements in accordance with 
International Accounting Standards 34, Interim Financial Reporting (“IAS 34”), under International 
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board 
(“IASB”) and interpretation of the International Reporting Interpretations Committee (“IFRIC”).  These 
should be read in conjunction with the Company’s annual audited consolidated financial statements as 
at and for the year ended May 31, 2019 (“annual financial statements”).  The accounting policies and 
critical estimates applied by the Company in these condensed consolidated interim financial statements 
are the same as those applied in the Company’s annual financial statements, unless otherwise stated. 
 
These condensed consolidated interim financial statements were approved by the Board of Directors 
on April 28, 2020. 
 

3. CHANGES TO SIGNIFICANT ACCOUNTING POLICIES 
 

Exploration and Evaluation Expenditures 
 
The Company has changed its accounting policy with respect to Exploration and Evaluation Assets. 
Prior to this change, the Company capitalized all costs related to mineral exploration and property 
evaluation expenditures.  The Company now expenses all Exploration and Evaluation costs related to 
mineral property exploration and will be expensed at cost.   

  



PORTOFINO RESOURCES INC. 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE NINE-MONTH PERIOD ENDED FEBRUARY 29, 2020 AND FEBRUARY 28, 2019 
(Expressed in Canadian dollars) 
(Unaudited) 

- 6 - 
 

 
3. CHANGES TO SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Exploration and Evaluation Expenditures (Continued) 
 
The Company has reviewed its presentation in the Statements of Comprehensive Loss and Statements 
of Financial Position and the change in the Company’s accounting policy has no significant impact on 
the current or prior period’s net loss of financial position. 
 
The revised policy under Exploration and Evaluation Expenditures, is as follows: 
 
Costs incurred with respect to exploration and evaluation (“E&E”) of the Company’s mineral properties, 
including acquisition costs, are expensed as incurred until the technical feasibility and commercial 
viability of extracting the mineral resource has been determined. Once technical feasibility and 
commercial viability of the mineral resource is determined, only costs directly related to E&E 
expenditures are capitalized. Costs not directly attributable to E&E activities are expensed in the year 
in which they occur.  
 
When a project is deemed to no longer have commercially viable prospects to the Company, capitalized 
E&E expenditures in respect of that project are deemed to be impaired and capitalized amount in 
excess of the estimated recoverable amounts are written off to the statement of comprehensive loss.  
 
The Company assesses each significant asset for impairment when facts and circumstances suggest 
that the carrying amount of an asset may exceed its recoverable amount. The recoverable amount is 
the higher of the asset’s 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, discount rates, future capital 
requirements, exploration potential and operating performance.  
 
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’. E&E assets are tested for impairment before the assets are transferred to 
development properties.   

 
4.  NEW ACCOUNTING STANDARDS ISSUED BUT NOT YET EFFECTIVE 
 

Certain new standards, interpretations and amendments to existing standards have been issued by the 
IASB that are mandatory for future accounting periods. Some updates that are not applicable or are 
not consequential to the Corporation may have been excluded from the list below.  

 
Standard is effective for annual periods beginning on or after January 1, 2019: 
 
IFRS 16 Leases - In June 2016, the IASB issued IFRS 16 - Leases. IFRS 16 establishes principles for  
the recognition, measurement, presentation and disclosure of leases, with the objective of ensuring 
that lessees and lessors provide relevant information that faithfully represents those transactions. IFRS 
16 substantially carries forward the lessor accounting requirements in IAS 17. 

 
Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and to 
account for those two types of leases differently. However, lessees are no longer classifying leases as 
either operating leases or finance leases as it is required by IAS 17. The standard is effective for annual 
periods beginning on or after January 1, 2019. The Company has evaluated the potential impact of this 
standard on the Company’s financial statements and does not anticipate any material impact on the 
Company’s financial statements from the adoption of this standard. 

  



PORTOFINO RESOURCES INC. 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE NINE-MONTH PERIOD ENDED FEBRUARY 29, 2020 AND FEBRUARY 28, 2019 
(Expressed in Canadian dollars) 
(Unaudited) 
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5.   EQUIPMENT 
 

The net book value as at February 29, 2020 was $Nil (2019: $504).  
 

 
6.  EXPLORATION AND EVALUATION EXPENDITURES 
 

During the nine-month period ended February 29, 2020 the following Exploration and Evaluation 
expenditures were incurred by the Company: 

 

 

 

 
Canada, Ontario 
 
South of Otter, Red lake 
 
Pursuant to an option agreement dated September 6, 2019 with a private claim owner (the “SO 
Vendor”), the Company was granted an option to acquire a 100% undivided interest in the South of 
Otter property in the Red Lake area of Northern Ontario, Canada.  

 
To acquire a 100% interest in the property, Portofino has issued 500,000 common shares and is to 
make payments over a 4-year period to the SO Vendor totaling $70,000, as set out below: 

a) $15,000 (paid) on signing, 

b) 500,000 shares (paid) following receipt of TSX-V approval of this transaction on October 7, 2019, 

c) $8,000 due on the first anniversary of TSX-V approval, 

d) $10,000 due on the second anniversary of TSX-V approval, 

e) $12,000 due on the third anniversary TSX-V approval, and 

f) $25,000 due on the fourth anniversary of TSX-V approval. 

The vendor will retain a 1.5% Net Smelter Return (“NSR”), but Portofino has the right to purchase one 
half of the NSR (.75%) at any time up to commencement of production for a payment of $400,000.  

Exploration and evaluation expenditures 
for the nine-month period ended    

February 29, 
2020  

February 28, 
2019 

      $ 

Consulting    -  22,500 
Property Payment    30,000  35,423 
Field Administration    -  15,308 

Geological Services    3,574  2,249 

Total    33,574  75,480 

Exploration and evaluation asset  
Acquisition 

Costs  
Exploration 

Costs  Total 

  $  $  $ 

Balance, May 31, 2018  69,000  209,034  278,034 

Balance, February 28, 2019  69,000  209,034  278,034 
  -  -  - 
Balance, May 31, 2019  -  -  - 

Balance, February 29, 2020  -  -  - 



PORTOFINO RESOURCES INC. 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE NINE-MONTH PERIOD ENDED FEBRUARY 29, 2020 AND FEBRUARY 28, 2019 
(Expressed in Canadian dollars) 
(Unaudited) 
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6.  EXPLORATION AND EVALUATION EXPENDITURES (CONTINUED) 

 
Argentina, Catamarca Province 

 
Hombre Muerto West Lithium Brine Project 

 
Pursuant to an option agreement date September 6, 2018 with a private Argentine concession owner 
(the “Hombre Muerto Optionor”), the Company was granted an option to acquire a 100% undivided 
interest in the Hombre Muerto West lithium brine project in Catamarca, Argentina. The Hombre Muerto 
West project is comprised of two claim blocks totalling 1,804-hectares located within the Salar del 
Hombre Muerto.  

 
To acquire a 100% interest in the properties, the Company has agreed to make annual escalating 
payments to the Hombre Muerto Optionor over a four-year period totalling US$400,000 and 1,000,000 
common shares as follows:  

 
a) An initial US$15,000 deposit (paid) 

b) Within 30 days of execution of a definitive agreement-pay US$7,000 (paid) 

c) Upon TSX-V Exchange approval – issue 100,000 shares 

d) By the first anniversary of TSX-V Exchange approval – issue 200,000 shares and pay US$14,000, 

e)  By the 2nd anniversary of approval- issue 200,000 shares and pay US$44,000,  

f)  By the 3rd anniversary- issue 500,000 shares and pay US$100,000, and 

g)  By the 4th anniversary- pay US$220,000. 

On February 25, 2020 the Company reported it had executed an agreement for the assignment of 
Portofino's rights and obligations related to the Hombre Muerto West Lithium Brine Project.  Pending 
completion of acquirer due diligence and any regulatory approvals, Portofino will receive $100,000 in cash 
(inclusive of a $20,000 deposit) and 650,000 fully paid common shares of the acquirer for Portofino's 100% 
interest in the Hombre Muerto West Lithium Brine Project. 
 
Yergo Lithium Brine Project  
 
Pursuant to an option agreement dated February 15, 2019 with a private Argentine concession owner (the 
“Yergo Optionor”), the Company was granted an option to acquire a 100% undivided interest in the Yergo 
lithium brine project in Catamarca, Argentina. The concession area comprises approximately 2,932 
hectares encompassing the full salar.  
 
To acquire a 100% interest in the property, the Company has agreed to make annual escalating payments 
to the Yergo Optionor over a four-year period totaling US$370,000 as follows:  
 

a)  US$10,000 on signing (paid),  

b)  By the 1st anniversary of approval- US$20,000,  

c)  By the 2nd anniversary of approval- US$70,000,  

d)  By the 3rd anniversary of approval- US$120,000, and  

e)  By the 4th anniversary- US$150,000. 

 
  



PORTOFINO RESOURCES INC. 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE NINE-MONTH PERIOD ENDED FEBRUARY 29, 2020 AND FEBRUARY 28, 2019 
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7. SHARE CAPITAL 
 
a)  Authorized:  

 
The Company is authorized to issue an unlimited number of common shares without par value. 
 

b) Escrow Shares: 
 

There were no common shares held in escrow as at February 29, 2020 and February 28, 2019. 
 
c) Issued and Outstanding as at February 29, 2020: 24,501,684 common shares 

 
During the nine-month period ended February 29, 2020 
 

The Company issued 500,000 common shares upon receipt of TSX-V approval pursuant to an 
option agreement dated September 6, 2019 regarding the South of Otter, Red Lake Property,  

 
During the nine-month period ended February 28, 2019   
 

The Company issued 2,875 common shares for gross proceeds of $863 from the exercise of agent 
warrants. 

 
On January 4, 2019, the Company consolidated its outstanding share capital on a four-for-one 
basis. The effect of the share consolidation has been applied retrospectively throughout these 
unaudited condensed interim consolidated financial statements. 

 
d) Stock Options: 

 
The Company has an incentive share option plan for granting options to directors, employees and 
consultants, under which the total outstanding options are limited to 10% of the outstanding common 
shares of the Company at any one time.  

 
On February 28, 2019, the Company granted 1,500,000 stock options to certain officers, directors 
and consultants of the Company. Options vested on grant date, with exercise price of $0.08 per share 
until February 27, 2024. The fair value of the option was $74,054.  
  
The fair values of the stock options were estimated using the Black Scholes option pricing model with 
the following assumptions:  

 

 2020 2019 

Share price $0.065 $0.40 
Risk free interest rate 1.83% 1.87% 
Expected life 5 years 5 years 
Expected volatility 108% 105% 
Expected dividend Nil Nil 
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7. SHARE CAPITAL (CONTINUED) 

 
During the nine-month period ended February 29, 2020, the following is a summary of changes in 
options: 

 
 

Number of  
Options 

Weighted Average 
Exercise Price 

  $ 

Outstanding and exercisable, May 31, 2018 758,750 0.44 

Issued 1,500,000 0.08 

Cancelled (25,000) 0.48 

Outstanding and exercisable, February 28, 2019 2,233,750 0.20 
   
Outstanding and exercisable, May 31, 2019 2,233,750 0.20 

Outstanding and exercisable, February 29, 2020 2,233,750 0.20 

 
The following options are outstanding and exercisable as at February 20, 2020: 

 

Number of Options 
Weighted average 

Exercise Price Expiry Date 
Remaining Life  

(in years) 

358,750 $ 0.40 January 12, 2022  1.87 

375,000 $ 0.48 December 29, 2022  2.83 

1,500,000 $0.08 February 27, 2024 4.00 

2,233,750 $ 0.20  2.90  

 
e) Warrants 

 
During the nine-month period ended February 29, 2020, the following is the summary of changes 
in warrants: 
 

 
 

Number of  
Warrants 

Weighted Average 
Exercise  

Price 

  $ 

Outstanding, May 31, 2018 4,901,375 0.40 

Issuance of warrants 11,810,298 0.08 

Exercise of warrants (2,875) 0.48 

Expiration of warrants  (776,250) 0.35 

Outstanding and exercisable, February 28, 2019 15,932,548 0.18 

Outstanding and exercisable, May 31, 2019 14,099,799 0.16 

Expiration of warrants (2,289,500) 0.60 

Outstanding and exercisable, February 29, 2020 11,810,299 0.08 
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7.  SHARE CAPITAL (Continued) 

The following warrants were outstanding and exercisable at February 29, 2020: 

Number of warrants Exercise price Expiry date 

Remaining 
contractual 

life (in years) 

    
11,810,299 $0.08 January 23, 2021 0.90 

11,810,299 $0.08  0.90 

 
8.    PROMISSORY NOTES 
 

(i)   During the year ended May 31, 2018, the Company issued US$ 127,206 in promissory notes to a 
wholly owned subsidiary of a company with a common officer. The notes are unsecured; bear interest 
at 1.5% per month until December 31, 2018. Interest rose to 2.5% per month on the unpaid balances 
after December 31, 2018. During the year ended May 31, 2019 the Company made additional 
advances of US$10,000 under the same terms. As at February 29, 2020, the principal and accrued 
interest outstanding was $257,758.  
  
(ii)   As at February 29, 2020, the Company has promissory notes receivable of $Nil (2019: $50,000) 
to a company with directors in common to the Company.  
 

9. RELATED PARTY BALANCES AND TRANSACTIONS 

Parties are considered related if one party has the ability, directly or indirectly, to control the other party 
or exercise significant influence over the other party in making financial and operating decisions. 
Related parties may be individuals or corporate entities. A transaction is considered to be a related 
party transaction when there is a transfer of resources or obligations between related parties. 

The following related parties’ amounts have been included in amounts receivable, accounts payable 
and accrued liabilities, promissory notes and prepaid expenses: 
 

  2020  2019 

  $  $ 
Amounts receivable  38,988  35,109 
Accounts payable and accrued liabilities  146,302  7,500 
Promissory notes  257,758  256,077 
Prepaid expenses  -  - 

The amounts are due to or advanced to companies controlled by directors of the Company. The 
amounts receivable, accounts payable and accrued liabilities are non-interest bearing, unsecured and 
are due upon demand. 
 
The Company had the following related party transactions:  
 

  2020  2019 

  $  $ 
Due diligence costs  -  15,308 
Professional fees  40,500  52,500 

Total  40,500  67,808 
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9. RELATED PARTY BALANCES AND TRANSACTIONS (CONTINUED) 

 
The Company paid due diligence costs to companies with common officers and directors.   Professional 
fees are paid to companies controlled by the Chief Financial Officer and a Director of the Company.    

 
Key management personnel receive compensation in the form of short-term employee benefits. Key 
management personnel include the officers and directors of the Company. The remuneration of key 
management is as follows: 
 

  2020  2019 
  $  $ 

Management fees  67,500  125,250 

 
Management services were provided by companies controlled by two Directors of the Company.  
 

10. MANAGEMENT OF CAPITAL 

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 sourcing and exploration of its resource property. The 
Company does not have any externally imposed capital requirements to which it is subject. 

The Company considers the aggregate of its share capital, contributed surplus and deficit as capital. 
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 or dispose of assets or adjust the 
amount of cash. 
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11. FINANCIAL INSTRUMENTS AND FINANCIAL RISK 

International Financial Reporting Standards 7, Financial Instruments: Disclosures, establishes a fair 
value hierarchy that reflects the significance of the inputs used in making the measurements. The fair 
value hierarchy has the following levels: 

Level 1 - 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). 

 
Fair Value of Financial Instruments 

The Company’s financial assets include cash, which is classified as Level 1. The carrying value of these 
instruments approximates their fair values due to the relatively short periods of maturity of these 
instruments. 

Assets measured at fair value on a recurring basis were presented on the Company’s statements of 
financial position as at February 29, 2020 are as follows:  

 

   Fair Value Measurements Using  

           Quoted Prices in   Significant       
  Active Markets   Other   Significant    
  For Identical   Observable   Unobservable    
  Instruments   Inputs   Inputs    
  (Level 1)   (Level 2)   (Level 3)   Total 

  $  $  $  $ 

  Cash 
 

6,638  -  -  6,638 

 
Fair value 

 
The fair value of the Company’s financial instruments approximates their carrying value as at February 

29, 2020 because of the demand nature or short‐term maturity of these instruments. 

 
The following table summarizes the carrying value of the Company’s financial instruments: 

 
 (i)   FVTPL  
 (ii)  Amortized cost 
  

  2020  2019 

  $  $ 
Cash(i)  6,638  147,553 
Amounts receivable (ii)  38,988  35,109 
Promissory notes (ii)  257,758  256,077 
Accounts payable (ii) 
 

 
251,221 

 
 

82,540 
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11. FINANCIAL INSTRUMENTS AND FINANCIAL RISK (CONTINUED) 

Financial risk management objectives and policies 
 
The Company’s financial instruments include cash, amounts receivable, promissory notes and 
accounts payable. The risks associated with these unaudited condensed interim consolidated financial 
instruments and the policies on how to mitigate these risks are set out below. Management manages 
and monitors these exposures to ensure appropriate measures are implemented on a timely and 
effective manner. 
  
 (i) Currency risk 
 
The Company is exposed to foreign currency risk related to cash payments, exploration expenditures 
and its promissory notes that are denominated in US dollars and Pesos. The Company’s expenses are 
denominated in Canadian dollars. The Company’s corporate office is based in Canada. Management 
does not hedge its exposure to foreign exchange risk and the Company’s net exposure is limited.   
 
The principal business of the Company is the identification and evaluation of assets or a business and 
once identified or evaluated, to negotiate an acquisition or participation in a business subject to receipt 
of shareholder approval and acceptance by regulatory authorities.  

 
(ii) Interest rate risk 
 
The Company is exposed to interest rate risk to the extent that the cash maintained at the financial 

institution. The fair value interest rate risk on cash is insignificant due to their short‐term nature. 

 
The Company has not entered into any derivative instruments to manage interest rate fluctuations.  
 
(iii) Credit risk 

Credit risk is the risk of loss associated with the counterparty’s inability to fulfill its payment obligations.  
Financial instruments that potentially subject the Company to concentrations of credit risks consist of 
cash and promissory notes. To minimize the credit risk the Company places these instruments with a 
high quality financial institution. 
 
(iv) Liquidity risk 
 
In the management of liquidity risk of the Company, the Company maintains a balance between 
continuity of funding and the flexibility through the use of borrowings. Management closely monitors the 
liquidity position and expects to have adequate sources of funding to finance the Company’s projects 
and operations.  
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12.  SUBSEQUENT EVENTS 
 
On April 24, 2020, the Company announced it had closed a private placement of $550,000 priced at 
$0.035/Unit.  Each Unit consists of one common share and one 2-year common share purchase warrant.  
Each whole warrant is exercisable for one Common Share of the Company for a period of 24 months from 
closing at an exercise price of $0.05.   
 
Proceeds from this financing shall be used by the Company for project exploration activities, currently 
focused on its Red Lake gold project and for general corporate purposes.   
 
Portofino is issuing 15,714,285 Share Units and paying finders fees of $21,512 and 597,509 broker 
warrants which are exercisable on the same terms as the subscribing investors. The shares issued are 
subject to a four-month hold period which will expire in August 2020.  

 
 
 
 


