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INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDERS OF EVOLVING GOLD CORP.
We have audited the accompanying consolidated financial statements of Evolving Gold Corp., which comprise the
consolidated statement of financial position as at March 31, 2016, and the consolidated statements of income,
changes in shareholders’ equity and cash flows for the year 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 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 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 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 Evolving Gold Corp. as at March 31, 2016, 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
describes matters and conditions that indicate the existence of material uncertainties that may cast significant
doubt about the Company’s ability to continue as a going concern.
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Other Matter
The consolidated financial statements of Evolving Gold Corp. as at March 31, 2015 and for the year then ended
were audited by another auditor who expressed an unmodified opinion on those statements on August 27, 2015.

Chartered Professional Accountants
Vancouver, British Columbia
July 27, 2016
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Evolving Gold Corp.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
Expressed in United States Dollars
As At

Note

March 31, 2016

March 31, 2015

Assets
Current Assets
Cash and cash equivalents

5

Available-for-sale securities

7

$

475,161
454,853

14,208

Securities held for trading

6

7,789

14,583

1,775

6,554

GST receivable
Property payments receivable

8

Prepaid expenses

$

119,941

645,000

-

40,589

21,298

1,625,167

176,584

Non-Current Assets
Property, plant and equipment

9

10,853

14,048

Reclamation bonds

10

64,479

453,978

Total Assets

$

1,700,499

$

644,610

$

637,341

$

835,107

Liabilities
Current Liabilities
Accounts payable and accrued liabilities

11, 17

637,341

835,107

Other Liabilities
Warrant liability

12

327

10,151

Asset retirement obligation

10

64,479

686,273

702,147

1,531,531

75,709,789

Total Liabilities
Shareholders' Equity
Share capital

12

75,709,789

Reserves

12

31,777

Deficit

20,348

(74,743,214)

Total Equity

(76,617,058)

998,352

Total Liabilities and Shareholders' Equity
Events subsequent to the reporting date

$

1,700,499

(886,921)
$

644,610

21

SIGNED ON BEHALF OF THE BOARD OF DIRECTORS BY:
"R. Bruce Duncan"
Director

"Robert Horsley"
Director

Director

The accompanying notes form an integral part of these consolidated financial statements.
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Evolving Gold Corp.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Expressed in United States Dollars
For the years ended March 31, 2016 and 2015

Years ended March 31,
Note

2016

2015

Expenses
Accounting and audit
Amortization

$
9

Bank charges and interest

40,696

$

76,785

9,558

36,739

3,644

4,564

Consulting

13,701

-

Legal

13,992

21,477

Management fees

17

109,316

132,210

Mineral property expenditures

8

143,122

257,300

153,570

184,961

11,429

56,720

30,136

69,728

Office, rent and salaries
Share-based payments

13, 17

Transfer agent and filing fees

(529,164)

(840,484)

Recovery on disposal of mineral property

8(b)

2,035,162

-

Mineral property payments

8(c)

-

1,196,162

334,024

-

Recovery on change in asset retirement obligation

10

Gain on disposal of equipment

15,950

-

85,819

128,558

Gain on settlement of debt

11

Change in fair value of warrant liability

12

9,127

87,739

Unrealized loss on available-for-sale securities

7

(2,354)

(67,119)

Unrealized loss on securities held for trading

6

(6,359)

(299,180)

Loss on disposition of available-for-sale securities

7

(580)

Foreign exchange

(5,274)

(68,344)

Interest and other income

22,008

563

Comprehensive Income for the Year

3,045

$

1,873,844

$

225,455

$

0.14

$

0.02

Earnings per Share
Ba s i c a nd di l ute d

Weighted Average Number of Common Shares Outstanding

12

Ba s i c

13,472,378

12,815,713

Di l ute d

13,483,936

12,921,900

The accompanying notes form an integral part of these consolidated financial statements.
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Evolving Gold Corp.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
Expressed in United States Dollars
For the years ended March 31, 2016 and 2015

Share Capital

Note
Balance at March 31, 2014
Shares issued for debt
Shares issued for property payments
Share-based payments
Stock option cancellation
Net income for the year

12
12
12
12

Balance at March 31, 2015
Share-based
payments
Fair
value gain
on available-for-sale investment
Comprehensive income for the year
Balance at March 31, 2016

12

Number of
shares

Amount

11,614,929
1,856,021
1,428

$

Reserves

75,471,732
237,896
161

$

-

13,472,378

75,709,789

20,348

-

-

11,429

-

-

13,472,378

$

75,709,789

$

Deficit

1,805,993 $
56,720
(1,842,365)
-

-

31,777

Total
Shareholders'
Equity

(78,922,759) $
237,881
1,842,365
225,455
(76,617,058)

$

(1,645,034)
475,777
161
56,720
225,455
(886,921)

-

11,429

1,873,844

1,873,844

(74,743,214) $

The accompanying notes form an integral part of these consolidated financial statements.
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998,352

Evolving Gold Corp.
CONSOLIDATED STATEMENTS OF CASH FLOWS
Expressed in United States Dollars
For the years ended March 31, 2016 and 2015

Years ended March 31,
2016

2015

Operating Activities
Comprehensive income for the year

$

1,873,844

$

225,455

Items not involving cash
Share-based payments

11,429

Amortization

56,720

9,558

36,739

Available-for-sale securities received as property payments

-

(386,162)

Shares issued for property

-

Recovery on change in asset retirement obligation

161

(334,024)

Gain on settlement of debt
Change in fair value of warrant liability
Loss on disposition of available-for-sale securities

-

(85,819)

(128,558)

(9,127)
580

(87,739)
5,274

Unrealized loss on securities held for trading

6,359

299,180

Unrealized loss on available-for-sale securities

2,354

67,158

68

-

Foreign exchange
Recovery on disposal of mineral property
Gain on disposal of equipment

(2,035,162)

-

(15,950)

-

Changes in assets and liabilities:
GST receivable

4,779

Prepaid expenses

29,916

(6,061)

Accounts payable and accrued liabilities
Cash Provided from (Used in) Operating Activities

3,484

(111,947)

(57,089)

(689,119)

64,539

Investment Activities
Proceeds from disposition of available-for-sale securities
Proceeds from reclamation bond refunds
Acquisition of available-for-sale securities

6,091

16,131

374,499

-

-

Proceeds from disposition of property, plant and equipment

(15,734)

15,950

Acquisition of property, plant and equipment

-

(6,363)

(206)

Proceeds from disposition of mineral properties

714,000

-

Property disposition costs

(59,838)

-

Cash Provided from Investment Activities

1,044,339

191

Net Change in Cash and Cash Equivalents

355,220

64,730

Cash and Cash Equivalents, Beginning of Year

119,941

55,211

Cash and Cash Equivalents, End of Year

$

475,161

$

119,941

Supplemental cash flow information (Note 19)

The accompanying notes form an integral part of these consolidated financial statements.
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Evolving Gold Corp.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Expressed in United States Dollars
For the years ended March 31, 2016 and 2015

1. NATURE OF OPERATIONS AND GOING CONCERN
Evolving Gold Corp. (the “Company” or “Evolving”) was incorporated as 6109527 Canada Ltd. on June 19, 2003, under the
Canada Business Corporations Act and is in the business of acquiring, exploring and evaluating mineral properties. The
Company is in the exploration stage and has interests in mineral properties located in Canada and the United States of
America. The Company is continuing to evaluate potential business opportunities.
Effective December 7, 2010, the common shares of the Company were listed on the Toronto Stock Exchange (“TMX”) and
trade under the symbol EVG. On July 25, 2014, the Company announced its listing on the Canadian Stock Exchange (“CSX”)
and its delisting from the TMX. The head office, principal address and records office of the Company are located at 1166
Alberni Street, Suite 605, Vancouver, British Columbia, Canada, V6E 3Z3. The Company’s registered address is Suite 1500,
1055 West Georgia Street, Vancouver, British Columbia, Canada, V6E 4N7.
These consolidated financial statements are prepared on a going concern basis, which assumes that the Company will be
able to realize its assets and discharge its liabilities in the normal course of the business for the foreseeable future. The
Company has an accumulated deficit of $74,743,214 since inception and expects to incur losses from operations for the
foreseeable future. These conditions indicate the existence of material uncertainty, which casts significant doubt about the
Company’s ability to continue as a going concern. The continuing operations of the Company are dependent upon
obtaining, in the short term, the necessary financing to meet the Company’s operating and mineral property commitments
as they come due and to finance future exploration and development of potential business acquisitions, economically
recoverable reserves, securing and maintaining title and beneficial interest in the properties and upon future profitable
production. Failure to continue as a going concern would require that assets and liabilities be recorded at their liquidation
values, which might differ significantly from their carrying values.

2. BASIS OF PREPARATION
a)

Statement of Compliance
These consolidated financial statements of the Company have been prepared in accordance with International
Financial Reporting Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”).
The consolidated financial statements were authorized for issue by the Board of Directors on July 27, 2016.

b)

Basis of Measurement
The consolidated financial statements have been prepared on a historical cost basis, except for available-for-sale and
held for trading financial assets and derivative liabilities which are accounted for at fair value. The consolidated
financial statements are presented in United States dollars, which is also the functional currency of the Company and
its subsidiaries, unless otherwise indicated. The preparation of consolidated financial statements in compliance with
IFRS requires management to make certain critical accounting estimates. It also requires management to exercise
judgment in applying the Company’s accounting policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the consolidated financial statements are
disclosed in Note 4.
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Evolving Gold Corp.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Expressed in United States Dollars
For the years ended March 31, 2016 and 2015

2. BASIS OF PREPARATION (CONTINUED)
The consolidated financial statements include the accounts of the Company and its subsidiaries. Subsidiaries are all
entities over which the Company has control. Control is achieved when the Company is exposed, or has rights, to
variable returns from its involvement with the investee and has the ability to affect those returns through its power
over the investee. Details of subsidiaries are as follows:
Percentage owned

Evolving Gold Corporation (“Evolving US”)
5210 Nunavut Ltd.
Exemplar Gold Corp.
Rattlesnake Mining Corporation
Rattlesnake Mining Company (Wyoming)

Incorporation
Jurisdiction
USA
Nunavut
Canada
Canada
USA

March 31, 2016
100%
100%
100%
100%
100%

March 31, 2015
100%
100%
100%
100%
100%

Intercompany balances and transactions, including unrealized income and expenses arising from inter-company
transactions, are eliminated on consolidation.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Exploration and Evaluation Rights to Explore
All direct costs related to the acquisition of rights to explore mineral property interests are expensed as incurred until such
time as it has been determined that a property has economically recoverable resources, in which case subsequent
exploration costs and the costs incurred to develop a property are capitalized into property, plant and equipment. On the
commencement of commercial production, depletion of each mining property will be provided on a unit-of-production
basis using estimated reserves as a depletion base.
Exploration and Evaluation Expenditures
Exploration and evaluation expenditures are charged to operations in the year incurred until such time as it has been
determined that a property has economically recoverable resources, in which case subsequent exploration costs and the
costs incurred to develop a property are capitalized into property, plant and equipment.
The accounting policies set out below have been applied consistently to all years presented in these consolidated financial
statements unless otherwise indicated.

a)

Foreign Currency Transactions
Foreign currency accounts are translated into United States dollars as follows:
At the transaction date, each asset, liability, revenue and expense denominated in a foreign currency is translated
into United States dollars by the use of the exchange rate in effect at that date. At the year-end date, unsettled
monetary assets and liabilities are translated into United States dollars by using the exchange rate in effect at the
year-end 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 available-for-sale financial assets
form part of the overall gain or loss recognized in respect of that financial instrument.
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Evolving Gold Corp.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Expressed in United States Dollars
For the years ended March 31, 2016 and 2015

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
a)

Foreign Currency Transactions (Continued)
Non-monetary assets and liabilities that are measured at historical cost are translated into United States dollars by
using the exchange rate in effect at the date of the initial transaction and are not subsequently restated. Nonmonetary assets and liabilities that are measured at fair value or a revalued amount are translated into United States
dollars by using the exchange rate in effect at the date the value is determined and the related translation differences
are recognized in net income or other comprehensive income consistent with where the gain or loss on the
underlying non-monetary asset or liability has been recognized.

b) 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.

c)

Leased Assets
Where substantially all of the risks and rewards incidental to ownership of a leased asset have been transferred to the
Company (a "finance lease"), the asset is treated as if it had been purchased outright. The amount initially recognized
as an asset is the lower of the fair value of the leased property and the present value of the minimum lease payments
payable over the term of the lease. The corresponding lease commitment is shown as a liability. Lease payments are
analyzed between capital and interest. The interest element is charged to profit and loss over the period of the lease
and is calculated so that it represents a constant proportion of the lease liability. The capital element reduces the
balance owed to the lessor.
Where substantially all of the risks and rewards incidental to ownership are not transferred to the Company (an
"operating lease"), the total rental payments are charged to profit and loss as incurred. The aggregate benefit of lease
incentives is recognized as a reduction of the rental expense over the lease term on a straight-line basis.

d) Property, Plant and Equipment
Recognition and Measurement
On initial recognition, property, plant and equipment are valued at cost, being the purchase price and directly
attributable cost of acquisition or construction required to bring the asset to the location and condition necessary to
be capable of operating in the manner intended by the Company, including appropriate borrowing costs and the
estimated present value of any future unavoidable costs of dismantling and removing items. The corresponding
liability would be recognized within provisions. Property, plant and equipment is subsequently measured at cost less
accumulated depreciation and accumulated impairment losses, with the exception of land, which is not depreciated.
When parts of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment.
Depreciation
Depreciation is recognized in profit or loss and is provided on a straight-line basis over the estimated useful life of the
assets as follows:
Office furniture and equipment
Computer equipment
Computer software
Leasehold improvements

Straight-line over 3 years
Straight-line over 3 years
1 year
Straight-line over the term of the lease

Depreciation methods, useful lives and residual values are reviewed at each financial year-end and adjusted if
appropriate.
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Evolving Gold Corp.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Expressed in United States Dollars
For the years ended March 31, 2016 and 2015

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
e) Impairment of Non-Financial Assets
Non-financial assets 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 asset's 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.
An impairment loss is charged to profit or loss, except to the extent they reverse gains previously recognized in
accumulated other comprehensive income.

f)

Financial Instruments
Financial Assets
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:
Loans and Receivables
These assets are non-derivative financial assets resulting from the delivery of cash or other assets by a lender to a
borrower in return for a promise to repay on a specified date or dates, or on demand. They are initially recognized at
fair value plus transaction costs that are directly attributable to their acquisition or issue and subsequently carried at
amortized cost, using the effective interest rate method, less any impairment losses. Amortized cost is calculated
taking into account any discount or premium on acquisition and includes fees that are an integral part of the effective
interest rate and transaction costs. Gains and losses are recognized in profit or loss when the loans and receivables
are derecognized or impaired, as well as through the amortization process. Property payments receivable are
included in this category.
Available-for-Sale Financial Assets
Non-derivative financial assets that do not meet the definition of loans and receivables are classified as available for
sale and comprise principally the Company's strategic investments in entities not qualifying as subsidiaries or
associates. Available-for-sale investments are carried at fair value with changes in fair value recognized in other
comprehensive income. Where there is a significant or prolonged decline in the fair value of an available-for-sale
financial asset (which constitutes objective evidence of impairment), the full amount of the impairment, including any
amount previously recognized in other comprehensive income, is recognized in profit or loss. If there is no quoted
market price in an active market and fair value cannot be readily determined, available-for-sale investments are
carried at cost. On sale or impairment, the cumulative amount recognized in other comprehensive income is
reclassified from accumulated other comprehensive income to profit or loss. Available-for-sale securities are included
in this category.
Financial Assets at Fair Value through Profit or Loss (“FVTPL”)
Financial assets are classified as FVTPL when the financial asset is held for trading or is designated as FVTPL. A
financial asset is classified as FVTPL when it has been acquired principally for the purpose of selling in the near future,
it is a part of an identified portfolio of financial instruments that the Company manages and has an actual pattern of
short-term profit-taking or if it is a derivative that is not designated and effective as a hedging instrument. Upon initial
recognition, attributable transaction costs are recognized in profit or loss when incurred. Financial instruments at
FVTPL are measured at fair value, and changes therein are recognized in profit or loss. Securities held for trading
consisting of share purchase warrants held in other public companies not qualifying as subsidiaries or associates and
cash and cash equivalents are included in this category.
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Evolving Gold Corp.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Expressed in United States Dollars
For the years ended March 31, 2016 and 2015

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
f)

Financial Instruments (Continued)
Held-to-Maturity Investments
Non-derivative financial assets with fixed or determinable payments and fixed maturities that the Company has the
positive intention and ability to hold to maturity are classified as held-to-maturity. Financial assets classified as heldto-maturity are measured at amortized cost using the effective interest method. The Company has no financial assets
classified as held to maturity.
Impairment on Financial Assets
At each reporting date the Company assesses whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or group of financial assets is deemed to be impaired if, and only if,
there is objective evidence of impairment as a result of one or more events that has occurred after the initial
recognition of the asset and that event has an impact on the estimated future cash flows of the financial asset or the
group of financial assets.
Financial Liabilities
Financial liabilities are classified as either FVTPL or other financial liabilities, based on the purpose for which the
liability was incurred, and are initially recognized at fair value net of any transaction costs directly attributable to the
issuance of the instrument.
The warrant liability is carried at FVTPL and reflects the estimated fair value of the derivative liability associated with the
underlying share purchase warrants, which are denominated in Canadian dollars.
Other financial liabilities comprise trade payables and accrued liabilities and are subsequently carried at amortized cost
using the effective interest rate method. This ensures that any interest expense over the period to repayment is at a
constant rate on the balance of the liability carried in the consolidated statement of financial position. Interest expense
in this context includes initial transaction costs and premiums payable on redemption, as well as any interest or coupon
payable while the liability is outstanding.
Trade and other payables represent liabilities for goods and services provided to the Company prior to the end of the
year that are unpaid.

g)

Provisions
Asset Retirement Obligation
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 future costs of legal
and constructive obligations required to restore the exploration sites in the year 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 expensed in profit or loss.
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 year in which they occur.
Other Provisions
Provisions are recognized for liabilities of uncertain timing or amount that have arisen as a result of past transactions,
including legal or constructive obligations. The provision is measured at the best estimate of the expenditure required
to settle the obligation at the reporting date.
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Evolving Gold Corp.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Expressed in United States Dollars
For the years ended March 31, 2016 and 2015

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
h) Income Taxes
Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in net income
except to the extent that it relates to a business combination or items recognized directly in equity or in other
comprehensive income.
Current income taxes are recognized for the estimated income taxes payable or receivable on taxable income or loss
for the current year and any adjustment to income taxes payable in respect of previous years. Current income taxes
are determined using tax rates and tax laws that have been enacted or substantively enacted by the year-end date.
Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs from its tax
base, except for taxable temporary differences arising on the initial recognition of goodwill and temporary differences
arising on the initial recognition of an asset or liability in a transaction which is not a business combination and at the
time of the transaction affects neither accounting nor taxable profit or loss.
Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences is restricted
to those instances where it is probable that future taxable profit will be available against which the deferred tax asset
can be utilized. At the end of each reporting year the Company reassesses unrecognized deferred tax assets. The
Company recognizes a previously unrecognized deferred tax asset to the extent that it has become probable that
future taxable profit will allow the deferred tax asset to be recovered.

i)

Share Capital
Equity instruments are contracts that give a residual interest in the net assets of the Company. Financial instruments
issued by the Company are classified as equity only to the extent that they do not meet the definition of a financial
liability or financial asset. The Company’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.

j)

Earnings (Loss) Per Share
Basic earnings (loss) per share is calculated by dividing the net earnings (loss) available to common shareholders by the
weighted average number of shares outstanding during the reporting period (2016: 13,472,378; 2015: 12,815,713). The
diluted earnings (loss) per share is calculated by dividing the net earnings available to common shareholders by the
weighted average number of shares outstanding on a diluted basis (2016: 13,483,936; 2015: 12,921,900). The weighted
average number of shares outstanding on a diluted basis takes into account the additional shares for the assumed
exercise of stock options and warrants, if dilutive. The number of additional shares is calculated by assuming that
outstanding stock options were exercised and that the proceeds from such exercises were used to acquire common stock
at the average market price during the reporting period. The calculation of basic and diluted earnings per share for all
periods presented is adjusted retrospectively when the number of ordinary or potential ordinary shares outstanding
increases as a result of a capitalization, bonus issue or share split, or decreases as a result of a reverse share split.

k)

Share-based Payments
Where equity-settled share options are awarded to employees, the fair value of the options at the date of grant is
charged to profit and loss over the vesting period. Performance vesting conditions are taken into account by adjusting
the number of equity instruments expected to vest at each reporting date so that, ultimately, the cumulative amount
recognized over the vesting period is based on the number of options that eventually vest. Non-vesting conditions and
market vesting conditions are factored into the fair value of the options granted. The cumulative expense is not adjusted
for failure to achieve a market vesting condition or where a non-vesting condition is not satisfied. Where the terms and
conditions of options are modified, the increase in the fair value of the options, measured immediately before and after
the modification, is also charged to profit and loss over the remaining vesting period.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
k)

Share-based Payments (Continued)
Equity instruments granted to non-employees are recorded at the fair value of the goods or services received in profit
and loss. Options or warrants granted related to the issuance of shares are recorded as a reduction of share capital.
When the value of goods or services received in exchange for the share-based payment cannot be reliably estimated,
the fair value is measured by use of a valuation model.
All equity-settled share-based payments are reflected in stock option reserves, until exercised. Upon exercise, shares
are issued from treasury and the amount reflected in stock option reserves is credited to share capital, adjusted for
any consideration paid.
Where a grant of options is cancelled or settled during the vesting period, excluding forfeitures when vesting
conditions are not satisfied, the Company immediately accounts for the cancellation as an acceleration of vesting and
recognizes the amount that otherwise would have been recognized for services received over the remainder of the
vesting period. Any payment made to the employee on the cancellation is accounted for as the repurchase of an
equity interest except to the extent the payment exceeds the fair value of the equity instrument granted, measured
at the repurchase date. Any such excess is recognized as an expense.

l)

Recent Accounting Pronouncements
The Company did not adopt any new or amended standards for the year beginning April 1, 2015 that had a material
impact on the consolidated financial statements. The following new standards, amendments to standards and
interpretations have been issued but are not effective during the year ended March 31, 2016.
IFRS 16 Leases
Issued by the IASB January 2016. Effective for annual periods beginning on or after January 1, 2019
Earlier application 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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
l)

Recent Accounting Pronouncements (Continued)
Disclosure Initiative (Amendments to IAS 7 Statement of Cash Flows)
Issued by the IASB January 2016. Effective for annual periods beginning on or after January 1, 2017.
The amendments require entities to provide disclosures that enable users of financial statements to evaluate changes
in liabilities arising from financing activities.
IFRS 9 Financial Instruments
Issued by the IASB July 2014. 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 final version of this new standard supersedes the requirements of earlier versions of
IFRS 9. However, for annual periods beginning before January 1, 2018, an entity may elect to apply those earlier
versions instead of applying the final version of this new standard if its initial application date is before February 1,
2015.
The main features introduced by this new standard compared with 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 characteristics 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).
Disclosure Initiative (Amendments to IAS 1)
Issued by the IASB December 2014. Effective for annual periods beginning on or after January 1, 2016.
The amendments:

Clarify the existing presentation and disclosure requirements in IAS 1, including the presentation of line
items, subtotals and notes; and

Provide guidance to assist entities to apply judgment in determining what information to disclose, and how
that information is presented in their financial statements.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
l)

Recent Accounting Pronouncements (Continued)
Clarification of Acceptable Methods of Depreciation and Amortization (Amendments to IAS 16 and IAS 38)
Issued by the IASB May 2014. Effective for annual periods beginning on or after January 1, 2016.
Amends IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets to:

Clarify that a depreciation method that is based on revenue that is generated by an activity that includes
the use of an asset is not appropriate for property, plant and equipment.

Introduce a rebuttable presumption that an amortization method that is based on the revenue generated
by an activity that includes the use of an intangible asset is inappropriate, which can only be overcome in
limited circumstances where the intangible asset is expressed as a measure of revenue, or when it can be
demonstrated that revenue and the consumption of the economic benefits of the intangible asset are highly
correlated.

Add guidance that expected future reductions in the selling price of an item that was produced using an
asset could indicate the expectation of technological or commercial obsolescence of the asset, which, in
turn, might reflect a reduction of the future economic benefits embodied in the asset.
Annual Improvements 2012-2014 Cycle
Issued by the IASB September 2014. Effective for annual periods beginning on or after January 1, 2016.
The following standards have been revised to incorporate amendments issued by the IASB:

IFRS 5 Non-current Assets Held for Sale and Discontinued Operations – Clarifies the application of guidance
when an entity reclassifies an asset (or disposal group) from held for sale to held for distribution (or vice
versa), and the circumstances in which an asset (or disposal group) no longer meets the criteria for held for
distribution.

IFRS 7 Financial Instruments: Disclosures – Clarifies guidance on servicing contracts and the applicability of
the amendments to IFRS 7 regarding offsetting financial assets and financial liabilities to interim financial
statements.

IAS 19 Employee Benefits – Clarifies the application of the discount rate requirements for currencies for
which there is no deep market in high quality corporate bonds.

IAS 34 Interim Financial Reporting – Clarifies the meaning of disclosure of information "elsewhere in the
interim financial report."

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
The Company makes estimates and assumptions about the future that affect the reported amounts of assets and liabilities.
Estimates and judgments 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 in the year of the change, if the change affects that year only, or in
the year of the change and future years, if the change affects both. Information about critical judgments 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 year are discussed below.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (CONTINUED)
a)

Asset Retirement Obligation
Rehabilitation provisions have been created based on the Company’s internal estimates. Assumptions based on the
current economic environment have been made, which management believes are a reasonable estimate of the future
liability. These estimates take into account any material changes to the assumptions that occur when reviewed
regularly by management. Estimates are reviewed annually and are based on current regulatory requirements.
Significant changes in estimates of contamination, restoration standards and techniques will result in changes to
provisions from year to year. Actual rehabilitation costs will ultimately depend on future market prices for the
rehabilitation costs, which will reflect the market condition at the time the rehabilitation costs are actually incurred.
The final cost of the currently recognized rehabilitation provisions may be higher or lower than currently provided for.

b)

Title to Mineral Property Interests
Although the Company has taken steps to verify title to mineral properties in which it has an interest, these
procedures do not guarantee the Company’s title. Such properties may be subject to prior agreements or transfers
and title may be affected by undetected defects.

c)

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. 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.
Management believes they have adequately provided for the probable outcome of these matters; however, the final
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 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.

d)

Share-based Payment Transactions and Derivative Liabilities related to Equities
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 stock option, volatility and dividend yield and making assumptions about them. Similar
methodology is used to determine the fair value of derivative liabilities related to warrants denominated in Canadian
dollars.

e)

Impairment of Available-for-Sale Securities
The determination of whether an investment is impaired requires significant judgment. In making this judgment, the
Company evaluates, amongst other things, the duration and extent to which the fair value of the investment is less
than its original cost at each reporting period.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (CONTINUED)
f)

Going Concern
The assumption that the Company will be able to continue as a going concern is subject to critical judgments of
management with respect to assumptions surrounding the short- and long-term operating budget, expected
profitability, investing and financing activities and management’s strategic planning. Should those judgments prove to
be inaccurate, management’s continued use of the going concern assumption could be inappropriate.

5. CASH AND CASH EQUIVALENTS
Cash and cash equivalents at banks and on hand earn interest at floating rates based on daily bank deposit rates. As at
March 31, 2016, cash and cash equivalents included $475,161 (2015: $119,941) held in commercial deposit accounts with a
Canadian chartered bank.

6. SECURITIES HELD FOR TRADING
In connection with the agreement undertaken with NV Gold Corporation (“NVX”) during the year ended March 31, 2014 to
option a 100% interest in the Rattlesnake property, the Company received consideration that included 2,000,000 NVX share
purchase warrants in two tranches of 1,000,000 warrants each. These warrants were designated as securities held for
trading measured at their fair value on initial recognition and with their related realized and unrealized gains and losses
recorded in profit and loss.
The summary of the fair value of the securities held for trading is as follows:
Fair Value (US$)
March 31, 2016

March 31, 2015

NV Gold Corp
1,800,000 warrants

$ 7,789

$ 14,583

As at March 31, 2016 and 2015, securities held for trading consists of the following NVX share purchase warrants:
Number of warrants

Exercise price

1,000,000
800,000
1,800,000

CDN$0.10
CDN$0.10

Expiry
April 22, 2018
September 15, 2017

The fair value of the securities held for trading was determined using the Black-Scholes option pricing model with the
following weighted average assumptions:
March 31, 2016
Share price
Exercise price
Risk-free interest rate
Expected life (years)
Volatility
Dividend rate

CDN $0.01
CDN $0.10
0.54%
0.79
319.9%
0.00%

March 31, 2015
CDN $0.10
CDN $0.10
1.32%
3.50
166.94%
0.00%

The Company has recognized an unrealized loss on the fair value of securities held for trading of $6,359 (2015: $299,180).
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7. AVAILABLE-FOR-SALE SECURITIES
Available-for-sale securities consist of investments in the common shares of various public companies and therefore have
no fixed maturity date or coupon rate.
Fair Value (US$)
March 31, 2016

March 31, 2015

Northern Empire Resources Corp. (formerly Prosperity
Goldfields Corp.) ( “Northern Empire”) – Listed
Company
March 31, 2016 - 1,151 shares; 2015 - 82,851 shares

$

84

$ 5,898

4,769

8,310

450,000

-

$ 454,853

$ 14,208

NVX – Listed Company
March 31, 2016 - 618,500 shares; 2015 - 700,500 shares
GFG Resources (US) Inc. (“GFG”) – Private Company
March 31, 2016 - 2,000,000 shares; 2015 – nil shares

During the year ended March 31, 2014, the Company received 700,000 NVX common shares as part of the consideration
for an option on a 100% interest in the Rattlesnake property. The consideration also included share purchase warrants.
During the year ended March 31, 2015, the Company exercised 200,000 NVX common share purchase warrants and
incurred a loss of $5,274 on the disposition of 199,500 NVX shares.
During the year ended March 31, 2016, the Company:




Sold 82,000 NVX shares and 81,700 shares of Northern Empire;
Sold the Rattlesnake property and received 2,000,000 shares of GFG. See Note 8; and
Negotiated the sale of its 2,000,000 shares in the capital of GFG pursuant to arm's length third-party sale
agreements, together with the sale of an additional 200,000 shares in the capital of GFG due and receivable as
penalty shares as compensation for GFG having failed to make significant progress toward it going public by
February 15, 2016 for aggregate consideration of $495,000 received subsequent to year-end.

On April 11, 2016, the Company closed the sale of the 2,200,000 GFG shares for $495,000. At March 31, 2016, $450,000 of
the proceeds related to 2,000,000 GFG shares was included in available-for-sale securities and $45,000 of the proceeds
related to 200,000 GFG shares was included in accounts receivable.
The fair values of Northern Empire and NVX have been determined directly by reference to published price quotations in
an active market. The fair value of the GFG shares has been determined based on the proceeds realized. The Company
recognized a realized loss of $580 (2015: $5,274) on the disposition of available-for-sale securities. During the year ended
March 31, 2016, the Company recognized an unrealized loss on the fair value of its available-for-sale securities of $2,354
(2015: $67,119). During the years ended March 31, 2016 and 2015, the Company assessed the decline in the fair value of
its available-for-sale securities to be significant with the result being a loss on the change in fair value of the available-forsale securities recorded in profit and loss.
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8. EXPLORATION AND EVALUATION EXPENDITURES
a)

Expenditures during the Year

The Company’s exploration and evaluation expenditures for the years ended March 31, 2016 and
2015 is summarized as:
Carlin
Field expenses and other

$

Jake Creek
-

54,900

$

March 31, 2016

21,821

$

76,721

Consulting - geological

-

34,320

13,892

48,212

Land maintenance

-

53,902

24,125

78,027

Transferred on property sale

$

Carlin

Field expenses and other

$

71,405

$

143,122

Jake Creek
$

36

(59,838)
$

$

450

$

Rattlesnake
$

(59,838)

-

143,122

March 31, 2015
71,891

Consulting - geological

15,197

1,320

3,465

19,982

Land maintenance

59,278

45,205

1,635

106,118

Reclamation

59,309

-

-

59,309

$ 205,189

b)

$

Rattlesnake

$

46,561

$

5,550

$

257,300

Transactions during the Year
On July 28, 2015 Rattlesnake Mining (Wyoming) Company, a wholly owned subsidiary of the Company, entered into
an Asset Purchase Agreement whereby it sold the Rattlesnake property to GFG, a private company incorporated in
the United States, for the following consideration:




Cash consideration of $1,314,000 as follows:


$150,000 as a non-refundable deposit (received);



$564,000 at closing (received); and



$600,000 on the first anniversary of the closing, secured by a non-interest-bearing promissory note.

2,000,000 common shares at a fair value of $450,000 (Note 7).

At March 31, 2016 there is $645,000 (2015: $nil) property payments receivable outstanding related to the $600,000
first anniversary payment and $45,000 related to 200,000 GFG penalty shares (Note 7). In addition, the Company was
released of any liability related to the asset retirement obligation on the property. A reduction of $286,000 previously
recorded as an asset retirement obligation has been included as part of the consideration received, resulting in total
consideration to the Company of $2,095,000. Disposition costs of $59,838 were incurred, resulting in a gain on sale of
$2,035,162.
Rattlesnake Mining (Wyoming) Company retained a 2% net smelter return royalty with 1% available for purchase for
$1,000,000 on production arising from the mining claims, save and except for 30 claims that are already subject to a
pre-existing royalty. Rattlesnake Mining (Wyoming) Company may also be entitled to an additional 1,500,000
common shares of GFG in the event an independent National Instrument 43-101 Standards of Disclosure for Mineral
Projects (“NI 43-101”) resource report defines an aggregate mineral resource (including the "inferred mineral
resource" category within the meaning of NI 43-101) for Rattlesnake Hills of at least 1,000,000 ounces of gold within
four years of closing. It is anticipated that GFG will use reasonable commercial efforts to obtain a listing on a
recognized stock exchange in Canada or the US prior to March 31, 2016.
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8. EXPLORATION AND EVALUATION EXPENDITURES (CONTINUED)
c)

Properties
Jake Creek Property
The Jake Creek Property is located in northern Humboldt County, Nevada, approximately 45 miles northeast of
Winnemucca, and consists of 699 generally contiguous, unpatented mining claims covering a total of approximately
14,405 acres.
The Company is the sole owner of the Jake Creek Property claim block and holds an undivided 100% interest in the
Jake Creek Property.
In late December 2007, the Company acquired by staking approximately 435 claims totalling approximately 8,900
acres 6 kilometres east of Twin Creeks mine in north-central Nevada.
The Company continues to maintain the Jake Creek Property, and is evaluating its prospects with respect to the
property.
Rattlesnake Property
The Rattlesnake Hills Property lies in Natrona County, Wyoming approximately 47 miles west-southwest of Casper.
The property consists of 30 unpatented lode mining claims that were staked between 1985 and 1987; 97 unpatented
lode mining claims that were staked in 2006; 515 unpatented lode claims that were staked in 2008 and 2009; and
approximately 515 hectares of Wyoming State lease lands.
During the year ended March 31, 2014, the Company announced that it had entered into a definitive agreement
(“NVX Agreement”) with NVX to option its 100% interest in the Rattlesnake property. Pursuant to the NVX agreement,
as amended, the Company received total consideration of $1,196,162 comprised of $810,000 in cash, shares of NVX
at a fair value of $72,228 and NVX warrants at a fair value of $313,934. During the year ended March 31, 2015, the
Company received notice from NVX that it intended to terminate its participation in the NVX Agreement as it was
unable to complete its obligations under the terms of the agreement.
On July 28, 2015, Rattlesnake Mining (Wyoming) Company, a wholly owned subsidiary of the Company, entered into
an Asset Purchase Agreement whereby Rattlesnake Mining (Wyoming) Company sold the Rattlesnake property to
GFG, a private company incorporated in the United States (Note 8 (b)).
Newmont Mineral Properties
In September 2007, the Company signed a Letter of Intent to enter into an agreement with Newmont USA Limited,
Newmont Capital Limited and Elko Land and Livestock Company (collectively, “Newmont”) concerning an exploration
partnership on the Carlin Property and sundry other mineral properties, which have been released by the Company
over the intervening years. In addition, the Company acquired certain properties adjacent to the above mentioned
properties as well as additional properties that fell within the agreement boundary.
During the year ended March 31, 2015, the Company advised Newmont that it would be unable to fulfil is rent
payment obligation and thus abandoned its participation in the agreement.
Carlin Mineral Property
Carlin was made up of a combination of federal lode claims that were staked or leased by the Company, fee surface
and mineral rights acquired or leased by the Company, and earn-in rights to both surface and mineral rights, as well
as lode claims on federal lands, held by Newmont.
During the year ended March 31, 2015, the Company advised Newmont that it was abandoning its participation in
each of the respective Carlin property agreements, and also transferred or abandoned all claims staked or held by the
Company.
Lithium Lakes Property
Subsequent to the year-end, on June 16, 2016, the Company announced the purchase of the Lithium Lakes Property.
See Note 21.
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9. PROPERTY, PLANT AND EQUIPMENT
Office Furniture and
Equipment

Computer Equipment
and software

Leasehold
Improvements

Total

Cost:
March 31, 2015
Additions
Disposals

$

133,494 $
(86,164)

108,272 $
6,363
(45,601)

18,910 $
-

260,676
6,363
(131,765)

$

47,330 $

69,034 $

18,910 $

135,274

$

(131,857) $
(677)
86,164

(103,200) $
(7,268)
45,601

(11,571) $
(1,613)
-

(246,628)
(9,558)
131,765

March 31, 2016

$

(46,370) $

(64,867) $

(13,184) $

(124,421)

Net book value:
At March 31, 2015
At March 31, 2016

$
$

1,637 $
960 $

5,072 $
4,167 $

7,339 $
5,726 $

14,048
10,853

March 31, 2016
Depreciation:
March 31, 2015
Additions
Disposals

Office Furniture and
Equipment
Cost:
March 31, 2014
Additions
Disposals

Computer Equipment
and software

Leasehold
Improvements

Total

$

133,494 $
-

115,617 $
206
(7,551)

18,910 $
-

268,021
206
(7,551)

$

133,494 $

108,272 $

18,910 $

260,676

$

(120,779) $
(11,078)
-

(88,759) $
(21,992)
7,551

(7,902) $
(3,669)
-

(217,440)
(36,739)
7,551

March 31, 2015

$

(131,857) $

(103,200) $

(11,571) $

(246,628)

Net book value:
At March 31, 2014

$

12,715 $

26,858 $

11,008 $

50,581

March 31, 2015
Depreciation:
March 31, 2014
Additions
Disposals
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10. ASSET RETIREMENT OBLIGATIONS
The Company maintains reclamation bonds on deposit with a number of agencies, including the United States Bureau of
Land Management and the Nevada Department of Conservation and Natural Resources for purposes of fulfilling its asset
retirement obligations.
During the year ended March 31, 2015, the Company made a submission to the State of Nevada for an assessment of its
effects on asset retirement obligations for that project. An evaluation was received, and remediation work was
substantially completed during the third quarter on properties that were released by the Company. Additional
evaluations were received with respect to a minor bond held by Newmont, and with respect to the Rattlesnake property.
Also during the year ended March 31, 2015, the Company completed and expensed $59,309 of remediation work
required on the Carlin property. Limited work was conducted on all other properties, mostly with respect to care and
maintenance.
During the year ended March 31, 2016, only care and maintenance and no reclamation work was performed. During the
year, the Company re-evaluated its asset retirement obligations, and determined that the obligations did not exceed the
reclamation bonds held by various authorities with respect to its Nevada properties. The asset retirement obligation of
$286,000 related to the Rattlesnake property had been assumed by the purchaser with the sale of that property. During
the year ended March 31, 2016, the asset retirement obligation reduced by $621,794 (2015:$nil). Accordingly, the
Company recognized a gain of $334,024 (2015: $nil) due to the reduction of the asset retirement obligation and a gain of
$286,000 (2015: $nil) in recovery on disposal of mineral property related to the sale of the Rattlesnake property (Note 8).
During the year, the state of Nevada refunded $103,499 of the bond related to the former Carlin property and the
Company received $286,000 with respect to the assumption of the Rattlesnake bond by GFG.
The Company fulfils its site restoration obligations as required when a drill site is abandoned, and accordingly no
discounted present value was calculated due to the expected short-term nature of the obligation. Management will
continue to assess asset retirement obligations as future exploration activity is undertaken.
The reclamation bond balances and asset retirement obligations are as follows:
March 31, 2016

March 31, 2015

Reclamation bonds

$ 64,479

$ 453,978

Asset retirement obligation

$ 64,479

$ 686,273

11. ACCOUNTS PAYABLE AND DEBT SETTLEMENTS
During the year ended March 31, 2016, the Company continued to hold discussions regarding debt settlement
agreements with certain vendors. During the year, the Company reached settlements with service providers and
recognized a gain of $85,819 pursuant to agreements with the Company’s vendors to forgive account balances owed.
During the year ended March 31, 2015, the Company settled compensation arrangement obligations with Company
management totalling $475,777 (CDN$519,691) by the issuance of 25,984,529 pre-consolidation common shares having
a fair value of $237,896 based on their quoted market price. The resulting gain of $237,881 was excluded from the
Company’s consolidated statement of income and instead credited to the consolidated statement of changes in
shareholders' equity.
During the year ended March 31, 2015, the Company recorded a gain on write-off of accounts payable totaling $128,558
pursuant to agreements by certain of the Company’s vendors to forgive account balances owed.
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12. SHARE CAPITAL AND RESERVES
a) Common Shares
The Company is authorized to issue an unlimited number of common shares, issuable in series. The holders of
common shares are entitled to receive dividends, which may be declared from time to time, and are entitled to one
vote per share at meetings of the Company. All shares are ranked equally with regard to the Company's residual
assets.
The changes to share capital during the years ended March 31, 2016 and 2015 are summarized in the consolidated
statement of changes in shareholders’ equity included in these consolidated financial statements.
There were no share capital transactions during the year ended March 31, 2016.
During the year ended March 31, 2015, the Company completed the following transactions:


1,856,021 common shares were issued at a fair value of $237,896 based on the quoted market price per
settlement of outstanding compensation arrangement debt obligations (Note 11);



1,428 common shares were issued at a fair value of $161 based on their quoted market price as a property
payment; and



On October 24, 2014, the Company completed the share consolidation approved by the shareholders at the
annual general meeting held September 30, 2014. The consolidation was set by the board at 1 new
common share for each 14 old common shares held. All share and per share amounts reflect the share
consolidation.

b) Share Purchase Warrants
The following is a summary of changes in warrants for the years ended March 31, 2016 and 2015:
March 31, 2016
Number of
warrants
Warrants outstanding, beginning of year

1,285,714

Warrants expired

(857,143)

Warrants outstanding, end of year

428,571

March 31, 2015

Weighted average
exercise price
(CDN $)
$
$

4.11

1,285,714

5.60

-

1.12

1,285,714

As at March 31, 2016, the Company had total outstanding warrants as follows:
Number of
Exercise price
warrants
Share purchase warrants

428,571

Weighted average
exercise price
(CDN $)

Number of
warrants

CDN$1.12

$

$

Expiry
August 23, 2016

428,571
As at March 31, 2015, the Company had total outstanding warrants as follows:
Number of
Exercise price
warrants
Share purchase warrants
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Expiry

857,143

CDN$5.60

August 13, 2015

428,571

CDN$1.12

August 23, 2016

1,285,714

0.29
4.11
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12. SHARE CAPITAL AND RESERVES (CONTINUED)
b)

Share Purchase Warrants (Continued)
As at March 31, 2016, 428,571 (2015: 1,285,714) share purchase warrants were outstanding and exercisable with a
weighted average remaining contractual life of 0.40 (2015: 0.71) years.
The Company re-measures the fair value of share purchase warrants granted to unit holders denominated in
currencies other than that of the functional currency of the entity every reporting period using the Black-Scholes
option pricing model.
As at March 31, 2016, the fair value of the warrants was $327 (2015: $10,151). As a result, for the year ended
March 31, 2015, the Company has recorded the change in fair value of its warrant liabilities in the consolidated
statements of income of $9,127 (2015: a gain totaling $87,739).
The warrant liabilities are summarized as follows:
March 31, 2016
Balance, beginning of the year
Additions
Change in fair value
Change in foreign exchange

$10,151
(9,127)
(697)

Balance, end of the year

$

327

March 31, 2015
$97,890
(87,739)
$10,151

The fair value of the warrant liability as at the year-end reporting date was determined using the Black-Scholes option
pricing model with the following weighted average assumptions:
March 31, 2016 (*)
Share price
Exercise price
Risk-free interest rate
Expected life (years)
Volatility
Dividend rate
(*)

CDN $0.06
CDN $1.12
0.50%
0.39
203.0%
0%

March 31, 2015
CDN $0.035
CDN $4.11
0.50%
0.71
269.94%
0%

The share prices included in the fair value calculations as at March 31, 2015 have been adjusted for the effect of the Company’s 1:14
common share consolidation during the year ended March 31, 2015.

c) Nature and Purpose of Reserves
Reserves
Stock Option Reserve
The stock option reserve records items recognized as share-based compensation expense until such time that the
stock options are exercised, at which time the corresponding amount will be transferred to share capital. If the
options expire unexercised, the amount recorded is transferred to deficit.
Warrant Reserves
The warrant reserve records items recognized as the value of warrants issued with respect to financings and not
classified as liabilities until such time as the warrants are exercised, at which time the corresponding amount will be
transferred to share capital. The value of the warrants that eventually expire unexercised is reallocated to deficit
upon their expiry.

25

Evolving Gold Corp.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Expressed in United States Dollars
For the years ended March 31, 2016 and 2015

12. SHARE CAPITAL AND RESERVES (CONTINUED)
c)

Nature and Purpose of Reserves (Continued)
Deficit
Deficit is used to record the Company’s change in deficit from earnings and losses from period to period, the value of
expired options and warrants that were originally accounted for as equity instruments and transactions with related
parties.
Accumulated Other Comprehensive Income (Loss)
Accumulated other comprehensive income (loss) is used to record the unrecognized changes in fair value of the
Company’s holdings of available-for-sale securities.

d) Diluted Earnings per Share
Diluted earnings per share for the year ended March 31, 2016 includes the effect of 775,000 (2015: 376,294)
weighted average share purchase options outstanding. Diluted earnings per share for each of the years presented
excludes the effect of 428,571 potentially dilutive share purchase warrants (2015: 1,289,214 potentially dilutive share
purchase warrants).

13. SHARE-BASED PAYMENTS
The Company established a share purchase option plan (the “Plan”) in September 2004. In September 2007, shareholder
approval was obtained to adopt a “rolling” stock option plan. The Board of Directors administers the Plan, pursuant to
which the Board of Directors may grant, from time to time, incentive stock options up to an aggregate maximum of 10%
of the issued and outstanding shares of the Company to directors, officers, employees, consultants or advisors. All
options granted under the Plan shall expire not later than the tenth anniversary of the date the options were granted.
The exercise price of an option is determined by the Board of Directors, but shall not be less than the market price of the
common shares of the Company on the CSX on the last business day before the date on which the options are granted,
less any discount permitted by the rules of the exchange. Vesting and terms are at the discretion of the Board of
Directors. The vesting of options range from vested immediately, a vesting period of three months to a two-year period
from the date of the grant at 25% and 20%, respectively. Options granted for Investor relations vest in accordance with
CSX regulation.
Details of options outstanding as at March 31, 2016 and 2015 are as follows:
March 31,
2016
Weighted average
exercise price
(CDN $)

Number of
options
Options outstanding, beginning of
year

775,000

$

Number of
options

0.05

8,990,500

March 31,
2015
Weighted average
exercise price
(CDN $)
$

0.39

Options granted

-

-

775,000

0.05

Options cancelled

-

-

(8,990,500)

0.39

Options outstanding, end of year

775,000

$

0.05

775,000

$

0.05

Options exercisable, end of year

775,000

$

0.05

258,333

$

0.05
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13. SHARE-BASED PAYMENTS (CONTINUED)
As at March 31, 2016 and 2015, the following options were outstanding:
Exercise Price
(CDN$)

Expiry Date
December 19, 2019

Options Outstanding

$0.05

775,000
775,000

As at March 31, 2016, 775,000 (2015: 775,000) options were outstanding and exercisable with a weighted average
remaining contractual life of 3.72 (2015: 4.72) years.
Fair Value of Options Issued During the Year
No options were granted during the year. During the year ended March 31, 2015, 775,000 options were granted. The
weighted average fair value at grant date of options granted during the year ended March 31, 2015 was $0.05.
Options Issued to Employees
The fair value at grant date is determined using a Black-Scholes option pricing model that takes into account the
exercise price, the term of the option, the impact of dilution, the share price at grant date and expected price volatility
of the underlying share, the expected dividend yield and the risk-free interest rate for the term of the option.
The weighted average fair value pricing model inputs for options granted and vested during the years ended March 31,
2016 and 2015 included:
March 31, 2016
Share price on grant date
Exercise price
Risk-free interest rate
Expected life (years)
Volatility
Dividend rate

March 31, 2015
N/A
N/A
N/A
N/A
N/A
N/A

CDN $0.05
CDN $0.05
1.37%
5
197%
0%

The expected price volatility is based on the historic volatility (based on the remaining life of the options), adjusted for
any expected changes to future volatility due to publicly available information.
Expenses Arising from Share-based Payment Transactions
Total expenses arising from share-based payment transactions recognized during the years ended March 31, 2016 and
2015 as part of employee benefit expense were $11,429 (2015: $56,720).
Amounts Capitalized Arising from Share-based Payment transactions
No amounts were capitalized during the years ended March 31, 2016 and 2015.
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14. INCOME TAXES
The difference between tax expense for the year and the expected income taxes based on the statutory tax rate arises
as follows:
March 31, 2016
Net income for the year

$

Tax recovery based on the statutory rate of 26%
(2015: 26%)
Non-deductible differences
Foreign income taxed at other than Canadian
statutory rate
Impact of under-provision in previous year
Non taxable portion of capital gains
Foreign Exchange
Changes in unrecognized deferred tax assets
Income tax expense (recovery)

1,874,000

$

March 31, 2015
$

225,000

487,000

58,000

(114,000)

(9,000)

201,000

82,000

60,000
(634,000)
-

331,000
1,000
1,048,000
(1,511,000)
-

$

The Canadian federal corporate tax rate is 15% and the BC provincial tax rate is 11%. The United States tax rate remains
unchanged at 35%.
Deferred Income Tax Assets and Liabilities
The Company recognizes tax benefits on losses or other deductible amounts where the probable criterion for the
recognition of deferred tax assets has been met.
The Company’s unrecognized deductible temporary differences and unused tax losses for which no deferred tax asset is
recognized consist of the following amounts:
March 31, 2016

March 31, 2015

Share issue costs
Marketable securities
Capital assets
Mineral properties
Non-capital losses carried forward
Capital losses

$

32,000
25,000
140,000
19,457,000
51,569,000
306,000

$

73,000
27,000
190,000
21,492,000
51,272,000
306,000

Total

$

71,529,000

$

73,360,000

As at March 31, 2015, the Company had accumulated non-capital losses totaling approximately $11,154,000 in Canada
expiring in various amounts from 2016 to 2035, and $40,415,000 in the US expiring in various amounts from 2028 to
2035 that may be applied against future year’s taxable income in Canada and the US.
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15. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
The company is exposed through its operations to the following financial risks:

 Market Risk
 Credit Risk
 Liquidity Risk
In common with all other businesses, the Company is exposed to risks that arise from its use of financial instruments.
This note describes the Company’s objectives, policies and processes for managing those risks and the methods used to
measure them. Further quantitative information in respect of these risks is presented throughout these consolidated
financial statements.
There have been no substantive changes in the Company’s exposure to financial instrument risks, its objectives, polices
and processes for managing those risks or the methods used to measure them from previous years unless otherwise
stated.
General Objectives, Policies and Processes
The Board of Directors has overall responsibility for the determination of the Company’s risk management objectives
and policies and, while retaining ultimate responsibility for them, it has delegated the authority for designing and
operating processes that ensure the effective implementation of the objectives and policies to the Company’s finance
function.
The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly affecting
the Company’s competitiveness and flexibility. Further details regarding these policies are set out below.
Market Risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes in
market prices. Market prices are comprised of four types of risk: foreign currency risk, interest rate risk, commodity
price risk and equity price risk.
Foreign Currency Risk
Foreign currency risk is the risk that a variation in exchange rates between the Canadian dollar and United States dollar
or other foreign currencies will affect the Company’s operations and financial results. The Company has significant
exposure to foreign exchange rate fluctuation. The Company is exposed to currency risk to the extent that monetary
assets and liabilities held by the Company are not denominated in United States dollars. The Company has not entered
into any foreign currency contracts to mitigate this risk. The Company holds balances in Canadian dollars which could
give rise to exposure to foreign exchange risk. Sensitivity to a plus or minus 10% change in the foreign exchange rate of
the United States dollar to the Canadian dollar would affect the reported income and comprehensive income by
approximately $10,630 (2015: $32,500) as detailed below:
March 31,
2016

Canadian Dollar Denominated Balances
Cash and cash equivalents
Securities held for trading
Available-for-sale securities
Accounts payable

$ 148,318
10,101
6,294
(271,012)

10% change in exchange rate impact
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March 31,
2015
$

26,038
14,622
14,208
(351,599)

$

(106,299)

$

(296,731)

$

10,630

$

29,673
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15. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)
Credit Risk
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to
meet its contractual obligations. Financial instruments that are potentially subject to credit risk for the Company consist
primarily of cash and cash equivalents, property payments receivable and marketable securities. Cash and cash
equivalents are maintained with financial institutions of reputable credit and may be redeemed upon demand. Property
payment receivable is due from the purchaser of the Rattlesnake property (Note 8). There is a risk that the Company
may not be able to collect this amount. Marketable securities are shares held by the Company of both public and private
entities; there is a risk that the Company will not be able to realize its value.
The carrying amount of financial assets represents the maximum credit exposure. The Company has gross credit
exposure at March 31, 2016 and 2015 relating to cash and cash equivalents of $475,161 and $119,941 held in deposits
at a Canadian chartered bank. The Company considers this credit risk to be minimal for all cash and cash equivalent
assets based on changes that are reasonably possible at the reporting date.
Liquidity Risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. The
Company’s policy is to ensure that it will always have sufficient cash and cash equivalents to allow it to meet its
liabilities when they become due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Company’s reputation. The key to success in managing liquidity is the degree of certainty in the
cash flow projections. If future cash flows are fairly uncertain, the liquidity risk increases.
Typically, the Company ensures that it has sufficient cash on demand to meet expected operational expenses. To
achieve this objective, the Company prepares annual capital expenditure budgets, which are regularly monitored and
updated as considered necessary. Further, the Company utilizes authorizations for expenditures on exploration projects
to further manage expenditures.
The Company monitors its risk of shortage of funds by monitoring the maturity dates of existing trade and other
accounts payable.
The following table sets out the contractual maturities (representing undiscounted contractual cash flows) of financial
liabilities:
Accounts payable and other
liabilities

Between 3
and 12
months

Up to 3
months

Between 1
and 2 years

Over 5
years

Total

March 31, 2016

$

637,341

$

-

$

-

$

-

$

637,341

March 31, 2015

$

835,107

$

-

$

-

$

-

$

835,107

Determination of Fair Value
Fair values have been determined for measurement and/or disclosure purposes based on the following methods. When
applicable, further information about the assumptions made in determining fair values is disclosed in the notes to the
consolidated financial statements specific to that asset or liability.
The consolidated statement of financial position carrying amounts for cash, property payments receivable, and trade
and other payables approximate fair value due to their short-term nature. Due to the use of subjective judgments and
uncertainties in the determination of fair values these values should not be interpreted as being realizable in an
immediate settlement of the financial instruments.
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15. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)
Fair Value Hierarchy
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 market data (unobservable inputs).

The available-for-sale securities, Northern Empire and NV Gold are based on quoted prices and are therefore considered
to be Level 1.
The available-for-sale securities, GFG, is based on inputs other than quoted prices, but are observable directly and
therefore is considered to be Level 3.
The fair value of the warrant liabilities are determined with the use of a fair value pricing model and are determined to
be Level 3 liabilities.

16. CAPITAL MANAGEMENT
The Company monitors its cash and cash equivalents, common shares, warrants and stock options as capital. The
Company’s objectives when maintaining capital are to maintain sufficient capital base in order to meet its short-term
obligations and at the same time preserve investor’s confidence required to sustain future development and production
of the business.
The Company is not exposed to any externally imposed capital requirements nor were there any changes in the
Company’s capital management processes during the year ended March 31, 2016.

17. RELATED PARTY TRANSACTIONS
Key Management Compensation
Key management personnel are persons responsible for planning, directing and controlling the activities of an entity,
and include the Company’s CEO and CFO. Payments to key management are recorded as management fees. Sharebased payments were incurred for both key management and directors. No directors’ fees were paid during the
applicable periods.
The following key management compensation was incurred:
March 31, 2016
Management fees and salaries
Share-based payments

March 31, 2015
$109,316
9,585
$118,901

$132,210
56,720
$188,930

Management fees are payable in Canadian dollars, and are translated to United States dollars above at applicable
exchange rates for the period. During the years ended March 31, 2016 and 2015, the Company continued to accrue
management fees and settled unpaid balances owed with a director and officer by issuing common shares. Unpaid and
accrued management fees as at March 31, 2016 were $144,575 (2015: $88,976).
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18.

SEGMENTED REPORTING
The Company is organized into business units based on mineral properties and has one reportable operating segment,
being that of acquisition and exploration and evaluation activities for properties located in the U.S. The Company has
long-term assets in the following two geographical segments:

March 31, 2016

March 31, 2015

Canada
Property, plant and
equipment
Reclamation bonds
Shares issued for property
payments

U.S.

Canada

$

10,853

$

64,479

$

-

$

10,853

$

64,479

$

14,048

U.S.
$

453,978

$ 453,978

19. SUPPLEMENTAL CASH FLOW INFORMATION
Investing and financing activities that do not have a direct impact on cash flows are excluded from the consolidated
statements of cash flows. During the year ended March 31, 2016 and 2015, the following transactions were excluded
from the consolidated statements of cash flows:

Shares acquired on sale of property
Amounts receivable related to sale of
property
Reduction of asset retirement obligation
on sale of property
Reclamation bond transferred to
prepaid expenses

March 31, 2016
$
450,000

Gain on settlement of debt
Shares issued on settlement of debt
Shares issued for property payments

March 31, 2015
$

-

$

645,000

$

-

$
$

286,000
13,230

$
$

-

$
$
$

85,819
-

$
$
$

237,896
161

20. COMMITMENT
The Company has a lease expiring August 31, 2016 for office space occupied by its head office. Subsequent to year-end
the Company obtained a new lease for office space that will expire August 31, 2019. Future minimum payments under
the operating leases are as follows:
March 31, 2016
Within one year
After one year but no more than two years
More than two years
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March 31, 2015

CDN$72,966
82,732

CDN$83,303
34,710

36,197
CDN$191,895

CDN$118,013
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21. EVENTS SUBSEQUENT TO THE REPORTING DATE
Subsequent to the year-end the Company completed the following transactions:
a)

On June 16, 2016, the Company announced the purchase of the Lithium Lakes Property. Pursuant to the purchase
agreement, the Company has agreed to issue to the vendor a total of 300,000 common shares upon approval of
the transaction by the TSX Venture Exchange. The Company has also agreed to pay the vendor $40,000 ($10,000
paid in advance as a non-refundable deposit), which was fully paid subsequent to year-end. The Lithium Lakes
claims are subject to a 1% net smelter returns royalty, whereby the Company will have the right, at any time, to
acquire one-half of the royalty by paying $500,000 to the royalty holder.

b)

The Company issued 600,000 flow-through shares (the “FT Shares”) at a price of $0.50 per FT Share for total
proceeds of $300,000. Commissions of $18,000 (6%) and expenses of $1,000 were paid in connection with the
private placement. In accordance with applicable securities legislation, the FT Shares issued in the private
placement are subject to a statutory hold period of four months and one day. Proceeds received from the issuance
of FT Shares are restricted to be used only for certain Canadian resource property exploration expenditures
incurred within a two-year period.

c)

The Company completed a private placement for 1,000,000 units for gross proceeds of $100,000. Each unit
consisted of one common share in the capital of the Company and one common share purchase warrant, with each
warrant being exercisable for the purchase of an additional common share for a period of three years from closing
at $0.15. No finders' fees or commissions were paid in connection with the private placement.

d)

The Company issued 125,000 common shares for proceeds of $6,250 upon the exercise of 125,000 stock options at
$0.05 per share.

e)

The Company granted 750,000 stock options at an exercise price of $0.50 per share to officers and a director. The
options vest upon grant and expire in five years from the grant date.

f)

On July 27, 2016, the Company received the final US$600,000 payment due from GFG pursuant to the Asset
Purchase Agreement dated July 28, 2015 pertaining to the purchase and sale of the Rattlesnake Hills Property,
Wyoming. Accordingly, the Company retains no interest in GFG or the Rattlesnake Hills Property other than the
following:
i)
ii)

a 2% net smelter returns royalty, subject to certain exclusions; of which one-half may be acquired by GFG for
US$1,000,000 at any time; and
the right to receive an additional 1,500,000 common shares of GFG upon its determination of an aggregate
mineral resource (including "inferred mineral resource") for the Rattlesnake Hills Property of at least
1,000,000 ounces of gold on or before July 28, 2019.
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