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Cerro Grande Mining Corporation 
Condensed Interim Consolidated Statements of Financial Position 

As at June 30, 2018 

(Unaudited) 
 

 
 

(Expressed in thousands of U.S. dollars, except per share amounts) 

 
June 30, September 30, 

 
2018 2017 

 
$ $ 

Current  assets 
  Cash and cash equivalents 30 6 

Receivable and advances (Note 4) 13 61 

Recoverable taxes 2 1 

 
45 68 

Non-current  assets 
  Due from related parties (Note 9) 721 721 

Mining properties, plant and equipment (Note 4) - - 

 
721 721 

Total assets 766 789 

   Current liabilities 
  Trade and other payables (Note 5) 258 408 

Due to related parties (Note 9) 2,812 1,987 

Current portion of long-term debt (Note 6) 2,000 1,899 

 
5,070 4,294 

Non-Current liabilities 
  Long-term debt (Note 6) - - 

 
- - 

Total liabilities 5,070 4,294 

Shareholders’ equity 
  Share capital (Note 7) 88,434 88,434 

Warrants (Note 8) 379 379 

Contributed surplus 8,185 8,170 

Convertible unsecured debenture 140 140 

Deficit (101,442) (100,628) 

Total  shareholders’ equity (4,304) (3,505) 

Total liabilities and shareholders’ equity 766 789 

Going concern (Note 1) 
   

Approved by the Board of Directors 

 

 

(Signed) Paul J. DesLauriers Chairman  Stephen W. Houghton Director 
 

 
 



Cerro Grande Mining Corporation 
Condensed Interim Consolidated Statements of Loss and Other Comprehensive Loss  
For the nine months ended June 30, 2018 and 2017 

(Unaudited) 

 

 

  
Three months ended 

 
Nine months ended 

  
June 30, June 30, 

 
June 30, June 30, 

  
2018 2017 

 
2018 2017 

 
Revenue $ $ 

 
$ $ 

 
Sales - 572 

 
- 3,236 

  
- 572 

 
- 3,236 

 
Expenses 

     

 
Operating costs  - 1,578 

 
- 6,527 

 
Reclamation and remediation - 2 

 
- 16 

 
General, sales and administrative 238 353 

 
652 953 

 
Foreign exchange 60 25 

 
(22) (96) 

 
Share-based compensation - - 

 
15 - 

 
Interest 40 35 

 
120 215 

 
Other (income) and expenses (net)  (10) (80) 

 
(9) 23 

 
Exploration costs write offs - 75 

 
57 75 

  
328 1,988 

 
814 7,713 

       

 
Loss before income taxes and other gain (328) (1,416)   (814) (4,477) 

 
Income tax (expense)/recovery - - 

 
- - 

 
Loss after income taxes (328) (1,416)   (814) (4,477) 

 
Gain on Pimenton bankruptcy - 4,727 

 
- 4,727 

 

Income (loss) and comprehensive income (loss) for the 
period              (328) 3,311 

 
(814) 250 

       

 
Basic and diluted income (loss) per share (0.00) 0.01 

 
(0.00) 0.00 

       

       

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

  

(Expressed in thousands of U.S. dollars, except per share amounts) 



Cerro Grande Mining Corporation 
Condensed Interim Consolidated Statement of Changes in Shareholders' Equity 

For the nine months ended June 30, 2018 and 2017 

(Unaudited) 

 

 

 

 
 

(Expressed in thousands of U.S. dollars, except per share amounts) 

 

 

Share capital  Warrants Contributed Convertible Deficit Total equity 

 
Number of Amount (Note 8) surplus unsecured 

  

 
shares 

   
debentures 

  Balance - October 1, 2016 267,852,410 87,119 379 8,129 65 (100,253) (4,561) 

Convertible unsecured debenture - - - 137 - - 137 

Private placements 71,538,374 2,662 - - - - 2,662 

Net income - - - - - 250 250 

Balance  - June 30, 2017 339,390,784 89,781 379 8,266 65 (100,003) (1,512) 

        Balance - October 1, 2017 300,213,618 88,434 379 8,170 140 (100,628) (3,505) 

Share-based compensation - - - 15 - - 15 

Net income - - - - - (814) (814) 

Balance  - June, 2018 300,213,618 88,434 379 8,185 140 (101,442) (4,304) 

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

    

  



 

 

 

 

Cerro Grande Mining Corporation 
Condensed Interim Consolidated Statements of Cash Flows  
For the nine months ended June 30, 2018 and 2017 
(Unaudited) 

(Expressed in thousands of U.S. dollars, except per share amounts) 

 

Three months ended 
 

Nine months ended 

 
June 30, June 30, 

 
June 30, June 30, 

 
2018 2017 

 
2018 2017 

Operating Activities $ $ 
 

$ $ 

Net income (loss) for the period (386) 3,311 

 
(814) 250 

      Items not involving cash: 
     Amortization and depreciation - 625 

 
- 1,903 

Stock-based compensation - - 

 
15 - 

Accretion of interest on long-term debt 40 65 

 
123 185 

Foreign exchange gain 60 25 

 
(22) (96) 

Reclamation and remediation - accretion - - 

 
- - 

 
(286) 4,026 

 
(698) 2,242 

Change in non-cash working capital 72 454 

 
(103) 1,029 

 
(214) 4,480 

 
(801) 3,271 

Investing activities 
     Additions to mining properties, plant and equipment - 10 

 
- 128 

 
- 10 

 
- 128 

Financing activities 
     Due to related parties 238 271 

 
825 1,418 

Gain on Pimenton bankruptcy - (4,727) 

 
- (4,727) 

Gold loan - (43) 

 
- (99) 

 
238 (4,499) 

 
825 (3,408) 

      Increase (decrease) in cash  24 (9) 

 
24 (9) 

Cash - Beginning of period 6 37 

 
6 37 

Cash - End of period 30 28 

 
30 28 

 



Cerro Grande Mining Corporation 

Notes to the Consolidated Financial Statements 
For the Nine Months Ended June 30, 2018 
(Expressed in thousands of U.S. dollars, except share and per share amounts) 

 
 

1. Nature of the Company and Going concern assumption 

Cerro Grande Mining Corporation (the Company or CEG) and its subsidiaries is a mining, exploration and 

development company which produces gold, silver and copper, with operations mainly in Chile. The Company 

was incorporated under the Canada Business Corporations Act, and its Common Shares are listed on the 

Canadian Securities Exchange (“CSE”) trading under the symbol “CEG” and on the OTCQB trading under the 

symbol CEGMF. The Company is domiciled in Canada and the address of its records office is 1 King Street 

West, Suite 4009 Toronto Ontario M5H 1A1, Canada. The registered office is Royal Bank Plaza, South Tower, 

200 Bay Street Suite 3800, Toronto, ON M5J 2Z4, Canada. 

The company’s significant subsidiary, Companía Minera Pimentón (Pimentón) was placed into bankruptcy in 

the prior year.  The other subsidiaries of CEG, including Compañia Minera Til Til, Compañia Minera Catedral, 

Compañia Minera Tordillo, Compañia Minera Bandurrias and Compañia Minera Cal Norte are not affected by 

the bankruptcy of Compañia Minera Pimenton.  

These consolidated financial statements have been prepared on a “going concern” basis which contemplates 

that the Company will continue in operation for the foreseeable future and will be able to realize its assets and 

discharge its liabilities in the normal course of business. As at June 30, 2018, the Company has a negative 

working capital of $5,025 (September 30, 2017 – negative $4,226).  

The Company continues to be reliant on financing from related parties to finance its operations and working 

capital.  The availability of sources of additional financing if required in the future cannot be assured at this 

time and accordingly, these material uncertainties cast significant doubt about the Company’s ability to 

continue as a going concern. The consolidated financial statements do not include adjustments to the carrying 

values and classifications of recorded assets and liabilities and related revenues and expenses that would be 

necessary should the Company be unable to continue as a going concern and those adjustments may be 

material. 

 

2. Basis of presentation 

a.     Statements of compliance 

These unaudited condensed interim consolidated financial statements are expressed in thousands of US dollars 

and have been prepared in compliance with International Financial Reporting Standards (“IFRS”) as issued by 

the International Standards Board (“IASB”) including IAS34 Interim Financial Reporting. The condensed 

interim consolidated financial statements should be read in conjunction with the Company’s annual 

consolidated financial statements for the year ended September 30, 2017 which have been prepared in 

accordance with IFRS as issued by the IASB.  

The accounting policies and the application adopted are consistent with those disclosed in Note 3 to the 

Company’s consolidated financial statements for the year ended September 30, 2017 except as described 

below. 



Cerro Grande Mining Corporation 

Notes to the Consolidated Financial Statements 
For the Nine Months Ended June 30, 2018 
(Expressed in thousands of U.S. dollars, except share and per share amounts) 

 
 

The preparation of condensed interim consolidated financial statements requires management to make 

judgments, estimates and assumptions that affect the application of policies and reported amounts of assets, 

liabilities and expenses.  

 

All financial information presented in USD has been rounded to the nearest thousand unless otherwise stated. 

 

These condensed interim consolidated financial statements were approved by the Board of Directors on August 

14, 2018. 

 

b.   Changes in accounting standards and recent accounting pronouncements 

The following new standards, amendments to standards and interpretations are not yet effective and have 

not been applied in preparing these consolidated financial statements.  Those which may be relevant to the 

Company have been set out below. 

 

 IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) was issued to clarify the principles 

for recognizing revenue.  IFRS 15 establishes principles to address the nature, amount, timing and 

uncertainty of revenue and cash flows arising from an entity’s contracts with customers.  IFRS 15 

is effective for annual periods beginning on or after January 1, 2018. The Company has not yet 

assessed the impact of this standard on the consolidated financial statements. 

 

 IFRS 9 Financial Instruments replaces the current standard IAS 39 Financial Instruments: 

Recognition and measurement, replacing the current classification and measurement criteria for 

financial assets and liabilities with only two classification categories: amortized cost and fair 

value.  IFRS 9 is effective for annual periods commencing on or after January 1, 2018 with early 

adoption permitted. The Company has not yet assessed the impact of this new standard, if any, on 

the consolidated financial statements. 

 

 

 

3. Receivables and advances 

 
  

June  30,  
 

September 30,  

 
  

2018 
 

2017 

 
  

$ 
 

$ 

 

Trade receivables  
 

- 
 

- 

 

Prepaid expenses, advance and other 
 

13 
 

61 

 

Total receivables 
 

13 
 

61 

 

 

 

 



Cerro Grande Mining Corporation 

Notes to the Consolidated Financial Statements 
For the Nine Months Ended June 30, 2018 
(Expressed in thousands of U.S. dollars, except share and per share amounts) 

 
 

4. Mining properties, plant and equipment 

     

Mining 

  

    

Plant & property 

  

 

Cost   Building equipment  development Others Total 

   

$ $ $ $ $ 

 

Balance - October 1, 2017 

 

       -           -           -           -    - 

 

Additions 

 

       -           -           -           -    - 

 

Balance - June 30, 2018 

 

- - - - - 

        

     

Mining 

  

    

Plant & property 

  

 

Accumulated depreciation   Building equipment development Others Total 

   

$ $ $ $ $ 

 

Balance - October 1, 2017 

 

       -           -           -           -    - 

 

Depreciation and amortization expenses 

 

       -           -           -           -    - 

 

Balance - June 30, 2018 

 

- - - - - 

 

Net book value as at June 30, 2018 

 

- - - - - 

 
 

 
     

     

Mining 

  

    

Plant & property 

  

 

Cost   Building equipment  development Others Total 

   

$ $ $ $ $ 

 

Balance - October 1, 2016 

 

5,769 13,909 21,396 658 41,732 

 

Additions 

 

4 6 - 118 128 

 Sales/disposals  - (46) - - (46) 

 Bankruptcy adjustment  (3,897) (13,869) (21,392) (776) (39,934) 

 

Balance - June 30, 2017 

 

1,876 - 4 - 1,880 

        

     

Mining 

  

    

Plant & property 

  

 

Accumulated depreciation   Building equipment development Others Total 

   

$ $ $ $ $ 

 

Balance - October 1, 2016 

 

3,565 12,132 18,395 255 34,347 

 

Depreciation and amortization expenses 

 

173 743 821 166 1,903 

 

Bankruptcy adjustment 

 

(3,235) (12,875) (19,216) (421) (35,747) 

 

Balance - June 30, 2017 

 

503 - - - 503 

 

Net book value as at June 30, 2017 

 

1,373 - 4 - 1,377 



Cerro Grande Mining Corporation 

Notes to the Consolidated Financial Statements 
For the Nine Months Ended June 30, 2018 
(Expressed in thousands of U.S. dollars, except share and per share amounts) 

 
 

 

During the year ended September 30, 2017, the Company sold buildings and equipment for $1,145 to a Company controlled by 

Mario Hernandez, a director and officer of the Company. As consideration, the purchaser assumed the Bice bank mortgage held 

by the Company of $507 with the balance of $637 being settled as on offset to cash advances receivable from Minera Chañar 

Blanco (a company owned by Mario Hernandez, an officer and director of the Company). 

 

5. Trade and other payables 
 

 
  

June  30,  
 

September 30,  

 
  

2018 
 

2017 

 
  

$ 
 

$ 

 

Trade payables  
 

252 
 

319 

 

Other payables and accrued liabilities 
 

6 
 

89 

 

Total Payables 
 

258 
 

408 

 

6. Long-term debt 

The maturities of long-term debt and related interest payments are as follows: 

     

June  30,  September 30, 

 

        2018 2017 

 

Description 

 

Interest rate 

 

Principal Principal 

     

$ $ 

       

 

Auromin and Chañar Blanco 2013 debenture (a) 

 

0.00% 

 

163 151 

 

Auromin and Chañar Blanco 2016 debenture (b) 

 

8.00% 

 

1,638 1,566 

 

Gold Loan debenture (c) 

 

10 and  8% 

 

199 182 

 Bice Bank mortgage (d)  5.13%  - - 

 
 

 
 

 

    

 

Sub total 

   

2,000 1,899 

 

Less: Current portion 

   

(2,000) (1,899) 

 

Long-term debt 

   

- - 

 

a) On July 30, 2013 the Company issued $1,010 of convertible unsecured debentures. The maturity date of 

these debentures is July 30, 2018. The conversion price of the Debentures is CA$0.10 per share 

convertible to up to 10,102,114 common shares of the Company. In the month of December 2013 the 

equivalent of $850 were exercised and converted into 8,500,000 common shares. This resulted in the 

reclassification of $518 from long-term debt and $362 from the equity component of convertible 

debentures to share capital. At September 30, 2014 the carrying value classified within long-term debt was 



Cerro Grande Mining Corporation 

Notes to the Consolidated Financial Statements 
For the Nine Months Ended June 30, 2018 
(Expressed in thousands of U.S. dollars, except share and per share amounts) 

 
 

$107 and within the equity component of convertible debentures was $65. The Debentures had been issued 

in payment of cash advances made in April and May 2013 by Compañía Minera Chañar Blanco S.A. a 

Company owned by Mario Hernández, who is also director and officer of the Company and Compañía 

Minera Auromín Ltda. a Company owned by David Thomson, who is also director and officer of the 

Company. 

 

b) On December 7, 2016 the Company agreed in principle to extinguish certain outstanding indebtedness 

owed to David Thomson and Mario Hernandez (the “Related Parties”), both officers and directors of the 

Company. The Debt Settlement was completed in order to immediately improve the financial position of 

the Company given the serious financial difficulties it is currently facing. Pursuant to the Debt Settlement, 

the Company extinguished outstanding indebtedness in the aggregate amount of US$ 2,771 owed to the 

Related Parties, such indebtedness being made up of net smelter royalty, management fees, cash advances 

and interest thereon made to the Company by the Related Parties. The interest rate on these Debentures is 

8% to be paid semi-annually. 

c) On November 5, 2014 the Company issued a debenture for $100 with a maturity date of November 5, 2017 

related to a “Gold Loan” agreed to by the parties for an equivalent amount. The debenture bears a fixed 

annual interest rate of 10% on the outstanding principal amount and is payable on a quarterly basis on the 

5th day of February, May, August and November of each year. The payment of the principal is semi-

annually on May 6 and November 6 of each year plus the difference in the average gold price per ounce in 

excess of $ 1,057 per ounce multiplied by 15.77 ounces of gold.  The derivative liability associated with 

the fluctuation of the price of gold in the contract as at June 30, 2018 is insignificant. The outstanding 

principal at the end of the period is $17. 

 

On August 22, 2016 the Company issued a second debenture for $200 with a maturity date of August 22, 

2019 related to a “Gold Loan” agreed to by the parties for an equivalent amount. The Company incurred 

transaction costs on this loan of $14. The debenture bears a fixed annual interest rate of 8% on the 

outstanding principal amount and is payable on a quarterly basis on the 25th day of February, May, August 

and November of each year. The payment of the principal is semi-annually on Feb 25 and August 25 of 

each year plus the difference in the average gold price per ounce in excess of US$ 1,260 per ounce 

multiplied by 26.455 ounces of gold.  The derivative liability associated with the fluctuation of the price of 

gold in the contract as at June 30, 2018 is insignificant. The outstanding principal at the end of the quarter 

is $165.   

 

d) On November 7, 2011 the Company obtained a mortgage with Bice Bank of Unidad de Fomento (UF) 

19,600 ($772). The mortgage bore interest at a fixed rate of 5.13% per annum. The UF is a inflation based 

unit of account used in Chile.  
 

As at September 30, 2017 the mortgage was transferred to the buyer of the Sta. María N° 2224 property 

previously owned by Cia. Minera Til Til. 

 

e) Due to the Pimenton Bankruptcy in fiscal 2017, the Company has classified all debt as current. 

 



Cerro Grande Mining Corporation 

Notes to the Consolidated Financial Statements 
For the Nine Months Ended June 30, 2018 
(Expressed in thousands of U.S. dollars, except share and per share amounts) 

 
 

7.  Share capital 

a) Authorized capital 

The authorized capital of the Company consists of an unlimited number of common shares, with no par 

value.  

b) Issued and outstanding 

 

  

 

   
 Number of 

   
shares 

 
Amount 

     
$ 

 
Balance –  September 30, 2016 

 
267,852,410   87,119 

      

 
Conversion of convertible debenture 

 
32,361,208 

 
1,315 

      

 
Balance –  September 30, 2017 

 
300,213,618   88,434 

      

 
Balance –  June 30, 2018 

 
300,213,618   88,434 

 

 
c) Share option plan 
 

The Company has a share option plan (the Plan) whereby, from time to time at the discretion of the 
Board of Directors, share options are granted to directors, officers, employees, certain consultants and 
service providers. The maximum number of common shares issuable under the Plan is 12,578,754 
common shares and 5,000,000 common shares issuable under the share bonus plan, within the Plan, to 
eligible participants.  
 
The aggregate number of shares which may be issued pursuant to stock options which remain 
outstanding shall not exceed 10% of the issued and outstanding shares. The Board of Directors 
determines the vesting period for each award granted under the plans at its discretion.   
 
The maximum number of shares which may be issued pursuant to the share bonus plan cannot exceed 
2% of the aggregate number of shares issued and outstanding shares. 

 
 
 
 
 
 
 
 
 



Cerro Grande Mining Corporation 

Notes to the Consolidated Financial Statements 
For the Nine Months Ended June 30, 2018 
(Expressed in thousands of U.S. dollars, except share and per share amounts) 

 
 

d) Share option plan 
 

A continuity schedule of outstanding stock options is as follows: 
 

Options outstanding as at June 30, 2018 are as follows: 

   
Weighted 

  
Number of average 

  
options exercise price 

   
CA$ 

 
Balance – September 30,  2015 3,364,381 0.27 

    

 
Expired (730,28) 0.79 

 
Granted  9,287,000 0.20 

    

 
Balance – September 30,  2016 11,920,853 0.04 

    

 
Expired (233,953) 0.18 

    

 
Balance – September 30,  2017 11,687,000 0.04 

    

 
Expired (5,200,000) 0.10 

  

  

 

 
Balance – June 30,  2018 6,487,000 0.02 

 

8.     Warrants 

      

 

Equity 

 

Number of 

warrants 
  $ 

      

 

Balance – September 30, 2017 and June 
30, 2018 

 

15,743,000   379 

      

 

Number of warrants outstanding 
 

Weighted 

average 

remaining 

warrant life 

(years) 

 

Weighted 

average 

exercise 

price 

 

  
   

CA$ 

 

15,743,000 
 1.32  

0.07 



Cerro Grande Mining Corporation 

Notes to the Consolidated Financial Statements 
For the Nine Months Ended June 30, 2018 
(Expressed in thousands of U.S. dollars, except share and per share amounts) 

 
 

 

9.  Related party transactions 

The Company has a net receivable from the CEO (who is also a Director) of $317 (2017 - $358) consisting 
of a net payable of $1 (2017 – receivable $40) of cash advances, net of salary and travel expenses, and two 
loans totaling $318 (2017 - $318).  One of the loans receivable from the CEO is secured by 653,200 
common shares of the Company owned by him valued at $7 as at June 30, 2018. The cash advances and 
loans bear no interest or specific terms of repayment. 

 
As at June 30, 2018, the Company has a receivable from Cerro Del Medio in the amount of $120 (2017 - 
$120) included in due from related parties. 

 

A company controlled by the Chief Financial Officer of the Company (who is also a Director) billed $18 

to the Company for accounting and administration services rendered during the nine months of 2018 

(2017- $32).  Trade and other payables include $21 (2017 - $46), which includes the above mentioned $18 

(2017 - $32), in relation to such services at June 30, 2018. 

 

Due to related parties included cash advances for $526 (2017 - $1,046) due to Mario Hernandez who is 

also a Director and Officer of the Company. As agreed to in the sale of the Til Til assets (Note 4), a 

portion of the sale was used to offset a portion of the prior year cash advances. 

 

Due to related parties included cash advances for $1,827 (2017 - $1,119) due to David Thomson who is 

also a Director and Officer of the Company. 

 

On June 21, 2011 the Board approved a resolution that non-executive directors be paid $1 per meeting 

attended. Amounts due to the directors for these director fees as at June 30, 2018 were $173 (2017 - $163) 

and are included in due to related parties.   
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