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 CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

FOR THE THREE MONTHS ENDED DECEMBER 31, 2020 AND 2019 
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CANADA COAL INC. 

UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION 

(EXPRESSED IN CANADIAN DOLLARS)  

AS AT  

 

 December 31, 

2020 

September 30, 

2020 

   

ASSETS   

   

Current   

 Cash and cash equivalents (Note 7)  $ 1,059,353  $ 1,121,064 

 Receivables (Note 8) 5,905 3,957 

Prepaid expenses (Note 9) 10,405 3,250 

   

Total Assets  $ 1,075,663  $ 1,128,271 

   

LIABILITIES AND SHAREHOLDERS' EQUITY    

   

Current   

Accounts payable and accrued liabilities (Note10)  $ 5,245  $ 18,273 

   

   

Total Liabilities 5,245 18,273 

   

Shareholders' equity    

 Capital stock  (Note 11) 7,936,101 7,936,101 

       Reserves (Note 11) 300,941 300,941 

 Deficit  (7,166,624)  (7,127,044) 

   

Total Shareholders’ Equity 1,070,418 1,109,998 

   

Total Liabilities and Shareholders’ Equity  $  1,075,663  $  1,128,271 

 

Nature and continuance of operations (Note 1) 

Commitments and contingencies (Note 13) 

Subsequent events ( Note 14) 

 

On behalf of the Board: 

 

         “Richard Klue”                    , Director  "T. A. Fenton”        , Director 

 

 

 

See accompanying notes to the consolidated financial statements. 



 

 

 

CANADA COAL INC. 

UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF LOSS AND COMPREHENSIVE LOSS 

(EXPRESSED IN CANADIAN DOLLARS) 

FOR THE THREE MONTHS ENDED DECEMBER 31 

 

 2020 2019 

   

EXPENSES   

 

 

  

  Management fees (Note 10) $    31,000 $    39,000 

  Office, rent, and miscellaneous  2,491 4,018 

  Professional fees (Notes 10) - - 

  Shareholder communications and promotion 995 2,090 

  Transfer agent and filing fees 5,507 4,602 

  Opportunity investigation costs (Note 10) - 27,990 

   

Loss before other items 39,993 77,700 

   

OTHER ITEMS   

            

  Investment income (413) (3,966) 

   

Net loss and comprehensive loss for the period $   39,580 $ 73,734 

   

   

Basic and diluted net loss per common share $       0.00 $       0.00 

   

   

Weighted average number of common shares outstanding – 

basic and diluted 

31,724,875 31,724,875 

 

 

See accompanying notes to the consolidated financial statements. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

CANADA COAL INC. 

UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS 

(EXPRESSED IN CANADIAN DOLLARS) 

FOR THE THREE MONTHS ENDED DECEMBER 31 

 

 2020 2019 

     

CASH FLOWS FROM OPERATING ACTIVITIES   

  Net loss for the period     $    (39,580)       $         (73,734) 

  Change in non-cash working capital items:   

   (Increase) in receivables (1,948) (4,320) 

   (Increase) decrease in prepaid expenses (7,155) 2,375 

   (Decrease) in accounts payable and accrued liabilities (13,028) (2,658) 

 Net cash flows (used by) operating activities (61,711) (78,337) 

   

 

(Decrease) in cash and cash equivalents 

Cash and cash equivalents, beginning of  period 

     

$       (61,711)    

1,121,064 

 

     $        (78,337) 

 1,357,011 

Cash and cash equivalents, end of period         $     1,059,353          $     1,278,674   

 

                                                             

 

Cash and cash equivalents, comprised of: 

 

 

 

 

 

 

Cash 

Short term money market  investments 

      $            21,512 

              1,037,841 

 $       170,117 

1,108,557 

 

                                                                                                                      $      1,059,353          $     1,278,674   

 

 

 

 

See accompanying notes to the consolidated financial statements. 

 

 

 

 

 

 

 

 

 

 



 

 

 

CANADA COAL INC. 

UNAUDITED CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN EQUITY 

(EXPRESSED IN CANADIAN DOLLARS) 

 

 

   Reserves  

 Number of 

Shares 

Capital 

Stock 

Equity Settled 

Share-Based 

Payments Reserve 

Warrant 

Reserve 

Deficit Total 

       

Balance, September 30, 2019 31,724,875 $ 7,936,101 $ 113,549 $ 187,392 $ (6,890,102) $ 1,346,940 

Net loss and comprehensive loss for three months  - - - - (73,734) (73,734) 

Balance, December 31, 2019 31,724,875 $ 7,936,101 $ 113,549 $ 187,392 $ (6,963,836) $ 1,273,206 

Net loss and comprehensive loss for  nine months - - - - (163,208) (163,208) 

Balance, September 30, 2020 31,724,875 $ 7,936,101 $ 113,549 $ 187,392 $ (7,127,044) $ 1,109,998 

Net loss and comprehensive loss for three months - - - - (39,580) (39,580) 

Balance, December 31, 2020 31,724,875 $ 7,936,101 $ 113,549 $ 187,392 $ (7,166,624) $ 1,070,418 

       

 

See accompanying notes to the consolidated financial statements. 
 

 

 

 



CANADA COAL INC. 

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

(EXPRESSED IN CANADIAN DOLLARS) 

FOR THE THREE MONTHS ENDED DECEMBER 31, 2020 AND 2019 

 

 

1. NATURE AND CONTINUANCE OF OPERATIONS 
 

 Canada Coal Inc. (hereafter the "Company” or “Canada Coal”) was incorporated on August 26, 2010 under the 

Business Corporation Act (Ontario) under the name Pacific Coal Corp. On April 12, 2011, the Company changed 

its name to Canada Coal Inc.  The Company’s principal business has been the acquisition and exploration of coal 

properties in Nunavut, Canada however it is currently exploring other business opportunties.  The Company has 

not generated significant revenues from its operations.   

 

 The Company's head office is located at 181 Bay Street, Suite 1800, Toronto, Ontario, M5J 2T9. 

 

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

25, 2021. 

The Company’s operations could be significantly adversely affected by the effects of a widespread global 

outbreak of a contagious disease, including the recent outbreak of respiratory illness caused by COVID-19. The 

Company cannot accurately predict the impact COVID-19 will have on its operations and the ability of others to 

meet their obligations with the Company, including uncertainties relating to the ultimate geographic spread of the 

virus, the severity of the disease, the duration of the outbreak, and the length of travel and quarantine restrictions 

imposed by governments of affected countries. In addition, a significant outbreak of contagious diseases in the 

human population could result in a widespread health crisis that could adversely affect the economies and 

financial markets of many countries, resulting in an economic downturn that could further affect the Company’s 

operations and ability to finance its operations. 

 These condensed consolidated interim financial statements have been prepared with the assumption 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 operations.  As at December 31, 2020, the Company had working capital of 

$1,070,418 and an accumulated deficit of $7,166,624 compared with working capital of $1,109,998 and an 

accumulated deficit of $7,127,044 as at September 30, 2020. The continuing operations of the Company are 

dependent upon its ability to continue to raise adequate financing and to commence profitable operations in the 

future.  Management believes it will be successful in raising the necessary funding to continue operations in the 

normal course of operations. These condensed consolidated interim financial statements do not include the 

adjustments that would be necessary should the Company be unable to continue as a going concern. Such 

adjustments could be material.  

 

2. STATEMENT OF COMPLIANCE 
 

These condensed consolidated interim financial statements have been prepared in accordance with IAS 34, 

Interim Financial Reporting ("IAS 34"), as issued by the International Accounting Standards Board ("IASB"), 

and its interpretations. Accordingly, these condensed consolidated interim financial statements do not include all 

of the information and footnotes required by International Financial Reporting Standards ("IFRS") for complete 

financial statements for year-end reporting purposes.  

 

3.  BASIS OF PRESENTATION 

 

These condensed consolidated interim financial statements have been prepared on a historical cost basis. In 

addition, these consolidated financial statements have been prepared using the accrual basis of accounting, except 

for cash flow information. 

 

4.  SIGNIFICANT ACCOUNTING POLICIES 

 

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

annual financial statements for the year ended September 30, 2020 and were prepared using the same accounting 

policies, method of computation and presentation as were applied in the annual financial statements for the year 

ended September 30, 2020. 

 



CANADA COAL INC. 

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

(EXPRESSED IN CANADIAN DOLLARS) 

FOR THE THREE MONTHS ENDED DECEMBER 31, 2020 AND 2019 

 

 

 

 

5. CAPITAL MANAGEMENT 
 

The Company manages its capital structure and makes adjustments to it, based on the funds available to the 

Company, in order to support the acquisition, exploration and development of mineral properties. The Board of 

Directors does not establish quantitative return on capital criteria for management, but rather relies on the 

expertise of the Company's management to sustain future development of the business.  Management considers 

the Company’s capital structure to primarily consist of the components of shareholder’s equity. 
 

The Company is dependent on external financing to fund its activities. In order to carry out future activities and 

pay for administrative costs, the Company will spend its existing working capital and raise additional amounts as 

needed.  
 

Management reviews its capital management approach on an ongoing basis and believes that this approach, given 

the relative size of the Company, is reasonable. There were no significant changes in the Company's approach to 

capital management during the three months ended December 31, 2020. 

 

The Company is not subject to any capital requirements imposed by a lending institution or regulatory body, 

other than of the TSX Venture Exchange (“TSXV”) which requires adequate working capital or financial 

resources of the greater of (i) $50,000 and (ii) an amount required in order to maintain operations and cover 

general and administrative expenses for a period of 6 months. 

 

 

6. FINANCIAL RISK FACTORS 
 

There have been no changes in the risks, objectives, policies and procedures from the previous period.  The 

Company's risk exposures and the impact on the Company's condensed consolidated interim financial instruments 

are summarized below: 
 

Credit risk 

The Company's credit risk is primarily attributable to receivables. The receivables primarily relate to sales tax 

due from the Federal Government of Canada. The Company has no significant concentration of credit risk arising 

from operations. Management believes that the credit risk concentration with respect to its receivables is remote. 
 

Liquidity risk 

The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet 

liabilities when due.  All of the Company's financial liabilities have contractual maturities of less than 30 days 

and are subject to normal trade terms.  The Company has sufficient cash to meet its current short and mid-term 

funding requirements.  

 

Market risk 

(a) Interest rate risk 

The Company has cash balances therefore, interest rate risk is minimal.  
 

(b) Foreign currency risk 

The majority of the Company’s administrative expenditures are transacted in Canadian dollars. The Company 

funds certain expenses in the United States on a cash call basis using US dollar currency converted from its 

Canadian dollar bank accounts held in Canada.  Management does not hedge its foreign exchange risk.  A 1% 

change in foreign exchange rates between the Canadian and US dollar at December 31, 2020 would not have a 

significant impact on the Company’s consolidated financial statements.  

 

(c) Price risk 

The Company is exposed to price risk with respect to equity prices as there is a potential adverse effect on the 

Company due to movements in individual equity prices or the stock market in general.   

 

 



CANADA COAL INC. 

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

(EXPRESSED IN CANADIAN DOLLARS) 

FOR THE THREE MONTHS ENDED DECEMBER 31, 2020 AND 2019 

 

 

 

 

6. FINANCIAL RISK FACTORS (Continued) 

 

(d) Sensitivity analysis 

Based on management's knowledge and experience of the financial markets, the Company does not expect 

material movements in the underlying market risk variables over the next three month period. 

 

7. CASH AND CASH EQUIVALENTS 

 

The Company's short term money market instruments accrue interest at 0.25% (2019: 1.6% per annum) and are 

redeemable at any time without penalty.  

 

8. RECEIVABLES 

  

 The receivables balance is comprised of the following item: 

 

 

 

 

 

 

 

9. PREPAID EXPENSES  

  

The prepaid expense balance is comprised of the following item: 

  

 

 

 

 

 

 

 

In November 2020, the Company entered into a definitive business combination agreement with Ayurcann Inc. 

(“Ayurcann”) which, subject to certain conditions and applicable shareholder and regulatory approvals, will 

result in a reverse takeover of Canada Coal (“Proposed Transaction”).  

Ayurcann’s is a leading provider of customized post-harvest outsourcing solutions to licensed cannabis 

producers. Ayurcann concentrates on the post-harvest requirements of licensed cannabis producers and other 

brands looking to enter the cannabis market. Ayurcann offers end-to-end full outsourcing solutions including 

extraction, refinement, formulation, packaging, fulfillment and distribution. 

It is currently anticipated that the Proposed Transaction will be affected by way of a three-cornered 

amalgamation. The resulting issuer that will exist upon completion of the Proposed Transaction  intends to apply 

to the Canadian Securities Exchange (“CSE”) for approval for listing its common shares on the CSE. The 

Proposed Transaction is an arm’s length transaction.  

In connection with the Proposed Transaction, Canada Coal will reconstitute its board of directors and change its 

name to “Ayurcann Inc.” or such other similar name as determined by Ayurcann and acceptable to the relevant 

regulatory authorities and the Resulting Issuer will carry on the business of Ayurcann under the new name.  

  

Pursuant to the Proposed Transaction, Canada Coal will consolidate all of its common shares on the basis of two 

(2) CCK Shares for each one (1) CCK post-consolidation share (“CCK Post-Consolidation Share”). Holders of 

outstanding Class “A” Common Shares in the capital of Ayurcann shall receive a number of CCK Post-

Consolidation Shares for each one (1) Ayurcann Share held in accordance with the Exchange Ratio (as defined  

  December 31,  

2020 

September 30, 

2020 

Sales tax due from Federal Government  $      5,905 $      3,957 

Total  $      5,905 $      3,957 

 December 31,  

2020 

September 30, 

2020 

Insurance $       1,750 $       3,250 

Deferred transaction costs 8,655 - 

Total $     10,405 $       3,250 



CANADA COAL INC. 

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

(EXPRESSED IN CANADIAN DOLLARS) 

FOR THE THREE MONTHS ENDED DECEMBER 31, 2020 AND 2019 

 

 

 

 

9. PREPAID EXPENSES (Continued) 

 

below). If Ayurcann has received a sale for medical purposes licence from Health Canada  prior to closing, then  

the Exchange Ratio will be equal to 1.4695 CCK Post-Consolidation Shares for each one (1) Ayurcann Share (the 

“Exchange Ratio”). Ayurcann received their sale for medical purposes licence in January 2021. 

 

In addition to the CCK Post-Consolidation Shares that the holders of Ayurcann Shares are eligible to receive on 

closing of the Proposed Transaction, CCK will also be required to pay an earn-out to the holders of Ayurcann 

Shares. If Ayurcann makes certain upgrades to its licensed facility prior to a Sunset Date, then the Resulting 

Issuer will issue a number of CCK Post-Consolidation Shares equal to $1,000,000 divided by the greater of (i) 

$0.05 and (ii) the ten (10) day volume weighted average trading price of the CCK Post-Consolidation Shares on 

the CSE prior to the date of the Earn-Out Trigger. 

 

The Combination Agreement includes a number of conditions, including but not limited to, requisite shareholder 

approvals, conditional approval for delisting Canada Coal’s shares from the TSX Venture Exchange and approval 

for listing on the CSE, approvals of all regulatory bodies having jurisdiction in connection with the Proposed 

Transaction, and other closing conditions customary to transactions of the nature of the Proposed Transaction. 

 

Costs incurred to December 31, 2020 related to the Proposed Transaction have been included in deferred 

transaction costs. 

 

10. RELATED PARTY TRANSACTIONS 
 

 Related parties include the Board of Directors, Executive Officers and any companies owned or controlled by 

them or any companies where they are also a director or officer.  
 

 Trading Transactions 

 The Company entered into the following transactions with related parties for the three months ended December 

31, 2020: 
 

     

 Nature of transactions Notes 2020 2019 

West Oak Capital  Management fees a $    16,000 $    24,000 

Olga Nikitovic Management fees b $    15,000 $    15,000 

Aird & Berlis Legal fees c $      8,655 $    27,203 

 

a)  West Oak Capital Partners Inc. (“West Oak”) is owned by R. B. Duncan, the Company's  Executive Chairman 

of the Board and CEO. The fees paid to West Oak are included in management fees. Mr. Duncan passed away on 

November 12, 2020. 

 

b) Olga Nikitovic is CFO of the Company.  The fees paid relate to financial management and accounting services 

and are classified as management fees. Ms. Nikitovic assumed the role of Interim CEO in November, 2020.  

 

c) Tom Fenton, Director and Corporate Secretary for the Company is a partner with Aird & Berlis LLP.  Fees of 

$8,655 (2019: $Nil) are included as deferred transaction costs and fees of $Nil (2019: $27,203) are included in 

opportunity investigation costs. Legal fees included in accounts payable at December 31, 2020 are $Nil (2019: 

$10,701).  This balance payable is unsecured, non-interest bearing and due on demand. 



CANADA COAL INC. 

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

(EXPRESSED IN CANADIAN DOLLARS) 

FOR THE THREE MONTHS ENDED DECEMBER 31, 2020 AND 2019 

 

 

 

 

 

10. RELATED PARTY TRANSACTIONS (Continued) 

 

 

Compensation of key management personnel 

  

  Three months ended Three months ended 

 Notes December 31, 

2020 

December 31, 

  2019 

Salaries  a $       31,000 $    39,000 

Total  $       31,000 $    39,000 

 

  

a)  The Company does not pay any directors' fees nor does the Company pay any health or post employment 

benefits.  The salaries include the fees for the Executive Chairman, CEO and CFO.   

  

  

11. CAPITAL STOCK, STOCK OPTIONS AND WARRANTS  

 

  Capital stock 

 

The Company has authorized an unlimited number of common shares without par value. As at December 31, 

2020, the Company had 31,724,875 common shares outstanding (September 30, 2020 : 31,724,875).  

 

There were no capital transactions during the three months ended December 31, 2020. 

 

  

 Share purchase warrants 
 

 As at December 31, 2020, the following share purchase warrants were outstanding: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Expiry Date 

 

Exercise 

Price 

$  

 

 

Number of  

Warrants 

Outstanding  

 

Weighted 

average 

remaining 

contractual 

life (years)  

 

Number of  

Warrants 

Exercisable 

     

January 23, 2021 0.20 5,000,000 0.06 5,000,000 

  5,000,000 0.06 5,000,000 

     



CANADA COAL INC. 

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

(EXPRESSED IN CANADIAN DOLLARS) 

FOR THE THREE MONTHS ENDED DECEMBER 31, 2020 AND 2019 

 

 

 

 

11. CAPITAL STOCK, STOCK OPTIONS AND WARRANTS (Continued) 

 

Share purchase warrants (Continued) 
 

The following is a summary of the share purchase warrant transactions for the three months ended December 31, 

2020 and the year ended September, 2020.   

 

 

 

 

Three months ended 

December 31, 2020 

Year ended 

September 30, 2020 

                                                                                            

 

 

Number 

Of 

Warrants 

 

Weighted 

Average 

Exercise 

Price 

$ 

Number 

Of 

 Warrants 

Weighted 

Average 

Exercise 

Price 

$  

      

Balance, beginning of the period 5,000,000 0.20 5,000,000 0.20 

Warrants issued - - - - 

Warrants exercised - - - - 

Warrants expired -  - -  - 

Balance, end of period                                            5,000,000 0.20 5,000,000 0.20 

 

 

 Stock options 

 

 The Company may grant stock options pursuant to a stock option plan (the “Plan”) which was established in 

accordance with the policies of the TSX Venture Exchange.  The Board of Directors administers the Plan, 

pursuant to which the Board 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.  The options can be granted for a maximum of 10 years.  

 

 As at December 31,  2020, the following incentive stock options were outstanding: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 Options Outstanding and 

Exercisable 

 

 

Expiry Date 

 

Exercise 

Price 

$  

 

 

Number of  

Options 

Outstanding 

and 

Exercisable  

 

Weighted 

average 

remaining 

contractual 

life (years)  

    

September 22, 2021 0.10 1,250,000 0.73 

  1,250,000 0.73 



CANADA COAL INC. 

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

(EXPRESSED IN CANADIAN DOLLARS) 

FOR THE THREE MONTHS ENDED DECEMBER 31, 2020 AND 2019 

 

 

 

 

11. CAPITAL STOCK, STOCK OPTIONS AND WARRANTS (Continued) 

 

Stock Options (Continued) 
 

 

 

The following is a summary of the stock option transactions for the three months ended December 31, 2020 and 

the year ended September 30, 2020.   

 

 

 

 

Three months ended 

December 31, 2020 

Year ended 

September 30, 2020 

                                                                                            

 

 

Number 

Of 

Options 

 

Weighted 

Average 

Exercise 

Price 

$ 

Number 

Of 

 Options 

Weighted 

Average 

Exercise 

Price 

$  

      

Balance, beginning of the period 1,250,000 0.10 1,250,000 0.10 

Options granted - - - - 

Options expired -  - -  - 

Balance, end of period                                                       1,250,000 0.10 1,250,000 0.10 

 

 

Stock-based compensation 

 

 There were no options granted during the three months ended December 31, 2020 and 2019. 

 

12. SEGMENTED INFORMATION 
 

The Company previously operated in one reportable operating segment, being the acquisition and exploration of 

mineral properties in Canada.  The Company currently has no project. As the operations comprise a single 

reporting segment, amounts disclosed in the consolidated financial statements also represent segment amounts.  

 

 

13. COMMITMENTS AND CONTINGENCIES 
 

The Company entered into certain management contracts which contain clauses requiring additional payments of 

up to $192,000 to be made upon the occurrence of certain events such as a change of control. As a triggering 

event has not taken place, the contingent payments have not been reflected in these condensed consolidated 

interim financial statements. 

 

14. SUBSEQUENT EVENTS 

  

 On January 23, 2021, 5,000,000 warrants exercisable at $0.20 per share expired. 


