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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of Zadar Ventures Ltd.:
Opinion

We have audited the financial statements of Zadar Ventures Ltd. (the “Company”), which comprise the
statements of financial position as at July 31, 2019 and 2018, and the statements of operations and
comprehensive loss, statements of changes in equity and statements of cash flows for the years then
ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at July 31, 2019 and 2018, and its financial performance and its cash flows
for the years then ended in accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audits in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Company in accordance with
the ethical requirements that are relevant to our audits of the financial statements in Canada, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our
opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 1 in the financial statements, which describes conditions indicating that a
material uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going
concern. Our opinion is not modified in respect of this matter.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the Management’s Discussion & Analysis filed with the relevant Canadian securities
commissions.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audits of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audits and remain alert for indications that the other
information appears to be materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact in this
auditor’s report. We have nothing to report in this regard.

ASSURANCE « TAX « ADVISORY
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Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

e Obtain an understanding of internal control relevant to the audit 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 Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw attention
in our auditor’s report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor's report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

The engagement partner on the audit resulting in this independent auditor's report is Graeme L. Cocke.

BaKer _ﬁ//y WM LLP

CHARTERED PROFESSIONAL ACCOUNTANTS

Vancouver, B.C.
November 28, 2019



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Statements of Financial Position
(Expressed in Canadian Dollars)

As at As at
July 31, July 31,
2019 2018
Assets
Current
Cash 294,872  $ 206,831
Amounts receivable (Note 4) 104,111 90,040
Investment (Note 5) 16,271 98,212
Goods and senices tax recoverable 1,522 46,076
Due from related parties (Note 10) 1,533 1,533
Prepaid expenses 17,284 15,394
435,593 458,086
Exploration and evaluation assets (Note 6) 28,000 28,000
463,593 $ 486,086
Liabilities
Current
Accounts payable and accrued liabilities 81,330 $ 51,019
Share subscriptions refundable (Note 7) 26,000 -
Loans payable (Note 11) 10,830 85,528
Due to related parties (Note 10) 11,103 12,653
129,263 149,200
Shareholders' Equity
Share capital (Note 7) 8,662,578 8,041,054
Subscriptions receivable (Note 7) (32,500) (10,000)
Contributed surplus 672,064 672,064
Deficit (8,967,812) (8,366,232)
334,330 336,886
463,593 $ 486,086
Nature of operations and going concern (Note 1)
Commitments (Note 13)
On behalf of the board:
, Director , Director

The accompanying notes are an integral part of these financial statements.



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Statements of Operations and Comprehensive Loss
(Expressed in Canadian Dollars)

For the Years Ended July 31, 2019 2018
Administrative expenses
Accounting and audit 36,028 $ 39,355
Bank charges and interest 864 1,119
Consulting (Note 10) 51,497 176,656
Legal 8,986 4,994
Listing and filing fees 47,401 36,672
Management fees (Note 10) 131,476 106,500
Office and sundry 95,288 106,738
Promotion and travel 2,054 55,532
Write-down of exploration and evaluation assets 146,349 883,677
(519,943) (1,411,243)
Interest income 304 1,317
Unrealized gain (loss) on investment (Note 5) (81,941) (37,158)
Recowery (write-off) of subscriptions receivable - 29,340
Net loss and comprehensive loss (601,580) $  (1,417,744)
Basic and diluted loss per share (0.05) $ (0.15)
Basic and diluted weighted average shares outstanding 11,530,805 9,391,390

The accompanying notes are an integral part of these financial statements.



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Statements of Changes in Equity
(Expressed in Canadian Dollars)

Shares of

common Share Subscriptions Contributed
stock capital receivable surplus Deficit Total
July 31, 2017 8,767,434 $ 7,475,686 $ (3,100) $ 672,064 (6,948,488) $ 1,196,162
Issued for debt 131,700 105,368 - - - 105,368
Issued for property 100,000 50,000 - - - 50,000
Exercise of warrants 820,000 410,000 (10,000) - - 400,000
Recowery of subscriptions receivable - - (29,340) - - (29,340)
Settlement of debt - - 32,440 - - 32,440
Net loss - - - - (1,417,744) (1,417,744)
July 31, 2018 9,819,134 8,041,054 (10,000) 672,064 (8,366,232) 336,886
Issued for cash 7,500,000 487,500 (32,500) - - 455,000
Issued for property 310,000 115,000 - - - 115,000
Exercise of warrants 50,000 25,000 - - - 25,000
Share issue costs - (5,976) - - - (5,976)
Settlement of debt - - 10,000 - - 10,000
Net loss - - - - (601,580) (601,580)
July 31, 2019 17,679,134 $ 8,662,578 $ (32,500) $ 672,064 (8,967,812) $ 334,330

The accompanying notes are an integral part of these financial statements.



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Statements of Cash Flows
(Expressed in Canadian Dollars)

For the Years Ended July 31, 2019 2018
Cash flows used in operating activities
Net loss $ (601,580) $  (1,417,744)
Adjustments for:
Unrealized loss on investment 81,941 37,158
Recowvery of subscriptions receivable - (29,340)
Write-down of exploration and evaluation assets 146,349 883,677
Changes in non-cash working capital
Goods and senvices tax recoverable 44,554 (15,398)
Prepaid expenses (1,890) (7,561)
Accounts payable and accrued liabilities 40,311 (27,764)
(290,315) (576,972)
Cash flows used in investing activities
Exploration and evaluation expenditures (31,349) (73,053)
Amounts receivable (14,071) (19,666)
(45,420) (92,719)
Cash flows from financing activities
Proceeds from issuance of common stock, net of issue costs 474,024 335,000
Advances (to) from related parties (1,550) 66,070
Subscriptions received in advance - 15,000
Subscriptions refundable 26,000 -
Loans received (repaid) (74,698) 3,710
423,776 419,780
Increase (decrease) in cash 88,041 (249,911)
Cash at beginning of the year 206,831 456,742
Cash at end of the year $ 294,872 $ 206,831
Supplemental disclosure with respect to cash flows
Interest paid $ - 8 -
Income taxes paid $ - $ -
Non cash investing and financing activities
Settlement of debt against subscriptions receivable $ 10,000 $ 32,440
Shares issued for debt $ - $ 105,368
Shares issued for exploration and evaluation expenditures $ 145,000 $ 50,000

The accompanying notes are an integral part of these financial statements.



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Notes to the Financial Statements
(Expressed in Canadian Dollars)
July 31, 2019 and 2018

1.

Nature of Operations and Going Concern

Zadar Ventures Ltd. (“Zadar” or the “Company”) was incorporated on August 6, 2008 under the
Business Corporations Act of British Columbia and its principal activity is the exploration of mineral
properties. Zadar is a public company with shares listed on the TSX Venture Exchange (“TSX-V”).
The head office, principal address and records office of the Company are located at Suite 908 — 510
Burrard Street, Vancouver, B.C. V6C 3A8.

Going concern of operations

These financial statements have been prepared assuming the Company will continue on a going-
concern basis. The Company has incurred $8,967,812 of losses since its inception and the ability of
the Company to continue as going-concern depends on its ability to raise adequate financing and to
develop profitable operations. This creates a material uncertainty and raises significant doubt about
the Company’s ability to continue as a going concern.

Management is actively targeting sources of additional financing. Although the Company has been
successful in past financings, there is no assurance that future financings will be successful. As the
Company is in the exploration and evaluation stage, the Company has not identified a known body of
commercial grade mineral on any of its properties. The ability of the Company to realize the costs it
has incurred to date on these properties is dependent upon the Company identifying a commercial
mineral body, to finance its development costs and to resolve any environmental, regulatory or other
constraints which may hinder the successful development of the property.

Basis of Preparation

The 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 policies presented in Note 3 were consistently applied to all periods presented. The
Board of Directors approved the financial statements on November 28, 2019.

All dollar amounts are presented in Canadian dollars, which is also the functional currency of the
Company, unless otherwise specified.

10



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Notes to the Financial Statements
(Expressed in Canadian Dollars)
July 31, 2019 and 2018

3. Significant Accounting Policies
(a) Significant Accounting Estimates and Judgments

The preparation of the financial statements, in conformity with IFRS, requires estimates and
assumptions that affect the amounts reported in the financial statements. Significant areas
where judgment is applied include assessment of impairment of exploration and evaluation
assets, recoverability of amounts receivable and assessment of the Company’s ability to
continue as a going concern.

Significant estimates include the fair value of financial instruments.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and further periods if the
review affects both current and future periods.

Significant assumptions about the future and other sources of judgments and estimates that
management has made at the statement of financial position date, that could result in a
material adjustment to the carrying amounts of assets and liabilities, in the event that actual
results differ from assumptions made, relate to, but are not limited to, the following:

Judgments

i) Going concern

The assessment of the Company’s ability to execute its strategy by funding future
working capital requirements involves judgment. Management monitors future cash
requirements to assess the Company’s ability to meet these future funding requirements.
Further information regarding going concern is outlined in Note 1.

i) Amounts receivables

The Company assesses the collectability of receivables on an ongoing basis. A provision
for the impairment of receivables involves significant management judgment and includes
the review of individual receivables based on creditworthiness, current economic trends
and analysis of historical bad debts.

11



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Notes to the Financial Statements
(Expressed in Canadian Dollars)
July 31, 2019 and 2018

3. Significant Accounting Policies (continued)

(a) Significant Accounting Estimates and Judgments (continued)

ii)

Impairment of exploration and evaluation assets

At the end of each reporting period, the Company’s exploration and evaluation assets are
reviewed to determine whether there is any indication that those assets may be impaired.
If such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment, if any. The recoverable amount is the higher of
fair value less costs to sell and value in use. Fair value is determined as the amount that
would be obtained to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks
associated with the assets being considered. The amount of the asset is reduced to its
recoverable amount and the impairment loss is recognized in profit or loss for the period.
For an asset that does not generate largely independent cash inflows, the recoverable
amount is determined for the cash generating unit to which the asset belongs. Where an
impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but to an
amount that does not exceed the carrying amount that would have been determined had
no impairment loss been recognized for the asset (or cash-generating unit) in prior years.
A reversal of an impairment loss is recognized immediately in profit or loss.

Estimates

i)

Fair value of financial instruments

Management uses valuation techniques, in measuring the fair value of financial
instruments, where active market quotes are not available. Details of the assumptions
used are provided in the notes regarding financial assets and liabilities.

In applying the valuation techniques, management makes maximum use of market inputs
wherever possible, and uses estimates and assumptions that are, as far as possible,
consistent with observable data that market participants would use in pricing the
instrument. Where applicable data is not observable, management uses its best estimate
about the assumptions that market participants would make. Such estimates include
liquidity risk, credit risk and volatility, which may vary from the actual results that would be
achieved in an arm’s length transaction at the reporting date.

12



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Notes to the Financial Statements
(Expressed in Canadian Dollars)
July 31, 2019 and 2018

3. Significant Accounting Policies (continued)

(b) Exploration and Evaluation Assets

(c)

Pre-exploration costs or property investigation costs are expensed in the period in which they
are incurred. Once the legal right to explore a property has been acquired, all costs related to
the acquisition, exploration and evaluation are capitalized by property. Costs not directly
attributable to exploration and evaluation activities, including general and administrative
overhead costs, are expensed in the period in which they occur.

When a project is deemed to no longer have commercially viable prospects to the Company,
exploration and evaluation expenditures in respect of that project are deemed to be impaired.
As a result, those exploration and evaluation expenditures, in excess of estimated recoveries,
are written off to profit or loss.

Once the technical feasibility and commercial viability of extracting the mineral resource has
been determined, the property is considered to be a mine under development and is
classified as “mines under construction”. Exploration and evaluation assets are tested for
impairment before the assets are transferred.

Ownership in mineral properties involves certain inherent risks due to the difficulties of
determining and obtaining clear title to claims as well as the potential for problems arising
from the frequently ambiguous conveyance history characteristics of many mineral
properties. The Company has investigated ownership of its mineral properties and, to the
best of its knowledge, ownership of its interests are in good standing.

Exploration and evaluation assets are classified as intangible assets.
Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity. Financial assets and liabilities are
recognized when the Company becomes a party to the contractual provisions of the
instrument. Financial assets are derecognized when the rights to receive cash flows from the
assets have expired or have been transferred and the Company has transferred substantially
all risks and rewards of ownership. Financial assets and liabilities are offset and the net
amount is reported in the statement of financial position when there is a legally enforceable
right to offset the recognized amounts and there is an intention to settle on a net basis, or
realize the asset and settle the liability simultaneously.

Financial assets
The Company classifies its financial assets in the following measurement categories:
e those to be measured subsequently at fair value (either through other comprehensive

income (OCI) or through profit or loss); and
e those to be measured at amortized cost.

13



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Notes to the Financial Statements
(Expressed in Canadian Dollars)
July 31, 2019 and 2018

3. Significant Accounting Policies (continued)
(c) Financial Instruments (continued)

The classification depends on the Company’s business model for managing the financial
assets and the contractual terms of the cash flows. For assets measured at fair value, gains
and losses are either recorded in profit or loss or OCI.

At initial recognition, the Company measures a financial asset at its fair value plus, in the
case of a financial asset not at fair value through profit or loss (FVTPL), transaction costs that
are directly attributable to the acquisition of the financial asset. Transaction costs of financial
assets carried at FVTPL are expensed in profit or loss. Financial assets are considered in
their entirety when determining whether their cash flows are solely payment of principal and
interest.

Subsequent measurement of financial assets depends on their classification. There are three
measurement categories under which the Company classifies its financial assets:

Amortized cost: Assets that are held for collection of contractual cash flows where those cash
flows represent solely payments of principal and interest are measured at amortized cost. A
gain or loss on a debt investment that is subsequently measured at amortized cost is
recognized in profit or loss when the asset is derecognized or impaired. Interest income from
these financial assets is included as finance income using the effective interest method. The
effective interest rate is the rate that discounts estimated future cash flows over the expected
life of the financial instrument, or where appropriate, a shorter period. Cash, amounts
receivable, due from related parties are classified in this category.

Fair value through OCI (FVOCI): Debt instruments that are held for collection of contractual
cash flows and for selling the debt instruments, where the assets’ cash flows represent solely
payments of principal and interest, are measured at FVOCI. Movements in the carrying
amount are taken through OCI, except for the recognition of impairment gains and losses,
interest revenue, and foreign exchange gains and losses which are recognized in profit or
loss. When the debt instrument is derecognized, the cumulative gain or loss previously
recognized in OCI is reclassified from equity to profit or loss and recognized in other gains
(losses). Interest income from these debt instruments is included as finance income using the
effective interest method.

Fair value through profit or loss: Assets that do not meet the criteria for amortized cost or
FVOCI are measured at FVTPL. A gain or loss on an investment that is subsequently
measured at FVTPL is recognized in profit or loss and presented net in the statement of loss
and comprehensive loss in the period in which it arises. Investment is classified in this
category.

14



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Notes to the Financial Statements
(Expressed in Canadian Dollars)
July 31, 2019 and 2018

4. Significant Accounting Policies (continued)

(c)

(d)

Financial Instruments (continued)

Financial liabilities

A financial liability is classified as at FVTPL if it is classified as held-for-trading or is
designated as such on initial recognition. Directly attributable transaction costs are
recognized in profit or loss as incurred. The fair value changes to financial liabilities at FVTPL
are presented as follows: where the Company optionally designates financial liabilities at
FVTPL the amount of change in the fair value that is attributable to changes in the credit risk
of the liability is presented in OCI; and the remaining amount of the change in the fair value is
presented in profit or loss. The Company does not designate any financial liabilities at
FVTPL.

Other non-derivative financial liabilities are initially measured at fair value less any directly
attributable transaction costs. Subsequent to initial recognition, these liabilities are measured
at amortized cost using the effective interest method.

At present, the Company classifies all of its financial liabilities as held at amortized cost.
These financial liabilities are classified as current liabilities as the payment is due within 12
months.

Stock-based Compensation

The Company accounts for stock options granted to directors, officers, employees and non-
employees at fair value. The fair value of stock options granted to non-employees is
measured based on the fair value of the goods and services received, unless that fair value
cannot be estimated reliably, in which case the fair value is determined with reference to the
fair value of the instruments granted, and is re-measured at the earlier of each financial
reporting or vesting date, and any adjustment is charged or credited to operations upon re-
measurement. The fair value of the options to employees at the date of the grant is
determined using the Black-Scholes option pricing model and stock-based compensation is
accrued and charged to operations using the graded method, with an offsetting credit to
contributed surplus, over the vesting periods.

The number of shares and options expected to vest is reviewed and adjusted at the end of
each reporting period such that the amount recognized for services received as consideration
for the equity instruments granted shall be based on the number of equity instruments that
eventually vest.

If and when the stock options are exercised, the applicable amounts of contributed surplus
are transferred to share capital. Charges for options that are forfeited before vesting are
reversed from Contributed Surplus.

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.

15



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Notes to the Financial Statements
(Expressed in Canadian Dollars)
July 31, 2019 and 2018

3.

Significant Accounting Policies (continued)

()

(f)

@)

(h)

Earnings (Loss) per Share

Basic earnings (loss) per share is calculated by dividing the earnings (loss) for the period by
the weighted average number of shares outstanding. The Company uses the treasury stock
method of calculating fully diluted earnings per share amounts, whereby any proceeds from
the exercise of stock options or other dilutive instruments are assumed to be used to
purchase common shares at the average market price during the period. The assumed
conversion of outstanding common share options and warrants has an anti-dilutive impact on
loss per share; thus, fully diluted loss per share is the same as basic loss per share.

Income Taxes

Income tax comprises current and deferred tax. Income tax is recognized in profit or loss
except to the extent that it relates to items recognized directly in equity, in which case the
income tax is also recognized directly in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted, at the end of the reporting period, and any adjustment to
tax payable in respect of previous years.

In general, deferred tax is recognized in respect of temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial statements.
Deferred income tax is determined on a non-discounted basis using tax rates and laws that
have been enacted or substantively enacted at the statement of financial position date and
are expected to apply when the deferred tax asset or liability is settled. Deferred tax assets
are recognized to the extent that it is probable that the assets can be recovered. Deferred
income tax assets and liabilities are presented as non-current.

Share Capital

The Company issues common shares and share purchase warrants from time to time, which
are classified in the financial statements as equity instruments. The residual value method is
used to calculate the fair value of the warrant component in unit offerings, whereby the
residual of the private placement proceeds less the fair value of the share component is
assigned as the fair value of the warrants.

Share Issue Costs

Share issue costs that are directly attributable to issuing new shares are deducted from
equity.

Costs that relate to stock market listing, or are otherwise not incremental and directly
attributable to issuing new shares, are recorded as an expense in profit or loss.

Costs that relate to both share issuance and listing are allocated based on the proportion of
new shares issued to the total number of shares listed.

When units are issued, which include shares and warrants, the warrants are valued using the
residual value method.
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Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Notes to the Financial Statements
(Expressed in Canadian Dollars)
July 31, 2019 and 2018

3.

Significant Accounting Policies (continued)

(i) Changes in Accounting Policies

IFRS 9 — Financial Instruments

The Company adopted IFRS 9, which replaced IAS 39 — Financial Instruments: Recognition
and Measurement, in its financial statements beginning January 1, 2018. IFRS 9 largely
retains the existing requirements in IAS 39 for the classification and measurement of financial
liabilities, however it eliminates the previous IAS 39 categories for financial assets of held to
maturity, loans and receivables and available for sale.

Under IFRS 9 there are three principal classification categories for financial assets: measured
at amortized cost, fair value through other comprehensive income (“FVOCI”) and fair value
through profit and lost (“FVTPL”). The classification of financial assets under IFRS 9 is based
on the business model in which a financial asset is managed and its contractual cash flow
characteristics. Derivatives embedded in contracts where the host is a financial asset in the
scope of the standard are never separated. Instead, the hybrid financial instrument as a
whole is assessed for classification. IFRS replaces the ‘incurred loss’ model in IAS 39 with
an ‘expected credit loss’ model. The new impairment model applies to financial assets
measure at amortized cost, contract assets and debt investments at FVOCI, but not to
investments in equity instruments. Under IFRS 9, credit losses are recognized earlier than
under 1AS 39.

The adoption of IFRS 9 did not have a material impact on the Company’s financial
statements. With respect to disclosures, the primary impact was with respect to
classifications of financial instruments. The classification of financial instruments under 1AS
39 and now under IFRS 9 are as follows:

Financial Instrument IAS 39 IFRS 9

Cash Loans and receivables Amortized cost
Amounts receivable Loans and receivables Amortized cost
Investments FVTPL FVTPL

Due from related parties Loans and receivables Amortized cost
Accounts payable and accrued liabilities Other financial liabilities Amortized cost
Loans Payable Other financial liabilities Amortized cost
Due to related parties Other financial liabilities Amortized cost

IFRS 15 — Revenue from Contracts with Customers

On May 28, 2014 the 1ASB issued IFRS 15, Revenue from Contracts with Customers. IFRS
15 deals with revenue recognition and establishes principles for reporting useful information
to users of financial statements about the nature, amount, timing and uncertainty of revenue
and cash flows arising from an entity’s contracts with customers. Revenue is recognized
when a customer obtains control of a good or service and thus has the ability to direct the use
and obtain the benefits from the goods or services. The standard replaces IAS 18 Revenue
and IAS 11 Construction contracts and related interpretations.

The adoption of IFRS 15 did not have a material impact on the Company’s financial
statements.
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Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Notes to the Financial Statements
(Expressed in Canadian Dollars)
July 31, 2019 and 2018

3.

Significant Accounting Policies (continued)
() New Standards and Interpretations not yet Adopted

IFRS 16 — Leases

In January 2016, the IASB issued IFRS 16 Leases which specifies how a lease will be
recognized, measured, presented and disclosed. The standard provides a single lessee
accounting model requiring lessees to recognize assets and liabilities for all leases unless the
lease term is twelve months or less, or the underlying asset has a low value. Lessors
continue to classify leases as operating or finance, with IFRS 16’s approach to lessor
accounting substantially unchanged for its predecessor, IAS 17. IFRS 16 is effective for
annual reporting periods beginning on or after January 1, 2019 and a lessee shall either
apply IFRS 16 with full retrospective effect or alternatively not restate comparative
information but recognize the cumulative effect of initially applying IFRS 16 as an adjustment
to opening equity at the date of initial application. The Company did not early adopt IFRS 16.
The impact on the Company’s financial statements resulting from the adoption of IFRS 16 is
limited to the office lease as disclosed in Note 13.

Amounts Receivable
Amounts receivable as at July 31, 2019 and 2018 are due from former officers and/or former

directors of the Company and companies controlled by them. The balances as at July 31, 2019 and
2018 are non-interest bearing, unsecured and due on demand.

Investment

July 31, 2019 July 31, 2018
Cost $ 1,248,000 $ 1,248,000
Fair value adjustment (1,231,729) (1,149,788)
Total $ 16,271 $ 98,212

On January 21, 2014, the Company acquired 676,129 shares of Global Resources Investment Trust
(“GRIT”) valued at £1.00 each, in consideration for 4,160,000 shares of the Company valued at
$0.30 each. The GRIT shares trade through the facilities of the London Stock Exchange.

On acquisition, the GRIT shares were valued at $1,248,000. The GRIT shares have been designated
as FVTPL, with unrealized gains and losses recognized in profit or loss. At July 31, 2019, the fair
value of the GRIT shares is $16,271 (July 31, 2018 - $98,212).

The fair value of GRIT has been determined by reference to published price quotations in an active
market in accordance with level 1 of the fair value hierarchy.

While the Company will seek to maximize the proceeds it receives from the sale of its GRIT shares
on the London Stock Exchange, there is no assurance as to the timing of disposition or the amount
that will be realized. Funds realized from the sale of the GRIT shares will be used by the Company
for working capital and general corporate purposes.
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6.

Exploration and Evaluation Assets
Whiskey Gap

The Company entered into an option agreement with 1177129 Alberta Ltd. (the “Optionor”), a
company controlled by a former officer, in April 2010, subsequently amended on May 30, 2011,
September 30, 2011, June 1, 2012, November 19, 2014, November 28, 2015 and November 23,
2017 and November 17, 2018 to acquire up to a 100% interest in certain mineral interests located in
Alberta, known as the Whiskey Gap Project.

To earn a 60% interest, the Company must make payments and issue shares as follows:

e $12,500 (paid) and issue and allot to the Optionor 10,000 shares of the Company (issued);

e on or before the first anniversary of the execution of the Agreement, a further $12,500 (paid) and
issue and allot to the Optionor a further 20,000 shares (issued);

e on or before the second anniversary of the execution of the Agreement, a further $25,000 (paid)
and issue and allot to the Optionor a further 30,000 shares (issued);

e on or before September 30, 2010, the Company shall expend not less than $100,000 on
Exploration Expenditures on the Property; (incurred)

e on or before June 30, 2012, the Company shall pay $100,000 to the Optionor (paid);

e on or before December 31, 2012, the Company shall pay a further $50,000 (paid) and issue and
allot to the Optionor a further 50,000 shares (issued).

The Company has a further option to acquire the remaining 40% interest in the Property by paying
the Optionor $100,000, which was extended by the Optionor until June 30, 2020, and by issuing the
Optionor an additional 100,000 shares (issued, fair value of $250,000).

Upon earning a 60% interest by making the cash payments, issuing the shares, and incurring the
exploration expenditures as set out above and electing not to acquire any further interests after
earning 60%, the Company and the Optionor will form a joint venture with standard dilution clauses.

In 2015, management wrote down the costs accumulated on the property to $18,000 as an asset
impairment. While management still believes that the property is of merit and warrants continued
development, lack of activity due to market conditions, and difficulty obtaining financing, necessitated
the write down at that time in line with the Company’s accounting policy for exploration and
evaluation assets. The write down was done in accordance with level 3 of the fair value hierarchy.
As at July 31, 2019, there have been no changes in management’s analysis that would support
renewed capitalization of costs with respect to this property.
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6.

Exploration and Evaluation Assets (continued)
Pasfield Lake Project

On September 25, 2013, the Company entered into an agreement to acquire a 100% interest in
certain mineral claims located in the Athabasca Basin, Saskatchewan, Canada, for consideration
comprising $25,000 in cash (paid) and issuance of 174,500 shares of the Company (issued, fair
value of $436,250).

During 2014, a fee of $50,000 was paid to extend the option period and a finder’s fee of $6,000 was
paid in 2013.

The vendor will retain a Net Smelter Return (“NSR”) of 2%, of which 1% may be purchased by the
Company for $1,000,000.

In 2015, management wrote down the costs accumulated on the Pasfield Lake property to $10,000
as an asset impairment. While management still believes that the property is of merit and warrants
continued development, lack of activity due to market conditions, and difficulty obtaining financing,
necessitated the write down at that time in line with the Company’s accounting policy for exploration
and evaluation assets. The write down was done in accordance with level 3 of the fair value
hierarchy. As at July 31, 2019, there have been no changes in management’s analysis that would
support renewed capitalization of costs with respect to this property.

WSP/CR Claims

On February 25, 2016, the Company entered into an option agreement with GeoXplor Corp.
(“GeoXplor”) to acquire a 100% interest in two prospective lithium projects in Nevada, USA, known
as the WSP and CR claims.

In order to exercise the option to earn the 100% interest, Zadar must issue 500,000 of its common
shares and pay US$450,000 in cash payments, in addition to US$21,000 non-refundable deposit
(paid) to GeoXpilor.

On April 26, 2018, the Company paid US$25,000 to GeoXplor to amend the terms of the option
agreement as follows:

US$50,000 on the effective date (paid);

100,000 common shares on TSX-V approval (issued);

US$50,000 on or before March 25, 2016 (paid);

100,000 common shares on each of February 25, 2017 (issued), December 1, 2018 (issued),
December 1, 2019 and December 1, 2020 (Note 7);

US$75,000 on each of February 25, 2017 (paid) and December 1, 2018; and

e US$100,000 on each of December 1, 2019 and December 1, 2020.
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6.

Exploration and Evaluation Assets (continued)
WSP/CR Claims (continued)

Zadar will be required to make exploration expenditures of US$123,000 on the property in year one
(US$100,000 paid), a further US$118,000 on the WSP claims by December 1, 2018, a further
US$250,000 on the CR claims by December 1, 2018, a further US$500,000 on the property by
December 1, 2019 and a further US$1,500,000 on the property by December 1, 2020. On the fifth
anniversary of the effective date, and annually thereafter, Zadar shall pay minimum advanced annual
royalties payments of US$100,000.

Upon completion of an inferred resource calculation that confirms either of the properties having a
minimum presence of 100,000 tons lithium carbonate equivalent grading at no lower than 28 parts
per million lithium grade average, Zadar shall pay GeoXplor US$1,000,000 in cash or Zadar Shares,
or a combination thereof at Zadar’s election.

Upon Completion of an Economic Study, as defined in the option agreement, on either of the
properties on or before the 10th anniversary of the effective date, Zadar shall pay to GeoXplor
US$2,000,000 in cash or Zadar Shares, or a combination thereof at GeoXplor’s election.

GeoXplor will maintain 3% gross value royalty return of which 2% can be purchased by Zadar at any
time for US$5,000,000.

During the year ended July 31, 2018, the Company wrote-down $883,677 related to the WSP/CR
claims as a result of lack of activity on the property, due to ongoing water rights issues, and a lack of
investor confidence in Clayton Valley as a whole. The write down was done in accordance with level
3 of the fair value hierarchy.

During the year ended July 31, 2019, the Company capitalized and subsequently wrote-down
$11,349 related to further acquisition costs of the WSP/CR claims. The write down was due to the
same issues that were present at July 31, 2018. The write down was done in accordance with level 3
of the fair value hierarchy.

East Boundary Mineral Claims

On August 21, 2018, the Company entered into an option agreement with a private staking syndicate
to purchase the East Boundary Mineral Claims which consists of 1,888 hectares in Northern B.C.

On September 28, 2018, the Company received TSX-V approval related to the acquisition of the
East Boundary Mineral Claims.

Under the terms of the agreement, the Company can earn a 100% interest in the property by issuing
an aggregate of 100,000 common shares to various arms length vendors within five days of TSX-V
approval (issued) and an additional issuance of 200,000 common shares on or before October 31,
2018 (the “Expiry Date”) (issued) (Note 7). A 2% NSR shall be granted to Carl Alexander Von
Einseidel, of which 1.5% can be repurchased by the Company for $1,500,000.

A finder’'s fee on the East Boundary agreement was paid in the form of 10,000 shares issued to a
third party.
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6.

Exploration and Evaluation Assets (continued)

East Boundary Mineral Claims (continued)

During the year ended July 31, 2019, the Company wrote-down the full $165,000 of capitalized costs
related to the East Boundary Mineral Claims. While management still believes that the property is of
merit and warrants continued development, lack of planned activity due to market conditions, and
difficulty obtaining financing necessitated the impairment as at July 31, 2019. The write down was

done in accordance with level 3 of the fair value hierarchy.

Exploration and Evaluation Expenditures

Details of exploration and evaluation expenditures for the years ended July 31, 2019 and 2018 are
as follows:
Acquisition Exploration
Costs Costs Total Total
July 31, July 31, July 31, July 31,
2019 2019 2019 2018
Whisky Gap
Balance, beginning of period $ 18,000 $ - 18,000 18,000
Balance, end of period 18,000 - 18,000 18,000
Pasfield Lake
Balance, beginning of period 10,000 - 10,000 10,000
Balance, end of period 10,000 - 10,000 10,000
WSP/CR Claims
Acquisition costs - cash 11,349 - 11,349 32,173
Acquisition costs - shares - - - 50,000
Geophysics - - - 23,551
Permit - - - 17,329
Mineral property costs for the period 11,349 - 11,349 123,053
Balance, beginning of period - - - 760,624
Write-down (11,349) - (11,349) (883,677)
Balance, end of period - - - -
East Boundary
Acquisition costs - shares 115,000 - 115,000 -
Property maintenance - 20,000 20,000 -
Mineral property costs for the period 115,000 20,000 135,000 -
Balance, beginning of period - - - -
Write-down (115,000) (20,000) (135,000) -
Balance, end of period - - - -
Total $ 28,000 $ - 28,000 $ 28,000
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7.

Share Capital

Effective April 9, 2019, the Company consolidated its common shares on the basis of one post-
consolidation common share for every 10 pre-consolidation common shares. Unless otherwise
indicated, all share and per share figures have been retrospectively adjusted in these financial
statements to reflect the share consolidation.

(@) Authorized share capital
Unlimited common shares without par value.
(b) Share issuances

Between September 19, 2017 to September 29, 2017, the Company issued a total of 205,000
common shares in the capital of the Company for gross proceeds of $102,500 upon exercise of
share purchase warrants at a price of $0.05 per share.

Between December 4, 2017 to January 22, 2018, the Company issued a total of 555,000
common shares in the capital of the Company for gross proceeds of $277,500 upon exercise of
share purchase warrants at a price of $0.05 per share.

On April 4, 2018, the Company issued a total of 60,000 common shares in the capital of the
Company for gross proceeds of $30,000 upon exercise of share purchase warrants at a price of
$0.05 per share.

On April 25, 2018, the Company issued 100,000 common shares in the capital of the Company
valued at $50,000 in connection with the WSP/CR Claims (Note 6).

During fiscal 2018 the Company offset subscriptions receivable of $29,340, which had been
allowed for in fiscal 2017, against accounts payable for services received from the same party.

On September 18, 2018, the Company issued a total of 50,000 common shares in the capital of
the Company for gross proceeds of $25,000 upon exercise of share purchase warrants at a
price of $0.50 per share.

On September 28, 2018, the Company issued 110,000 common shares in the capital of the
Company valued at $55,000, based on the share price on the date of issuance, in connection
with the East Boundary Mineral Claims (Note 6).

On November 2, 2018, the Company issued 200,000 common shares in the capital of the
Company valued at $60,000, based on the share price on the date of issuance, in connection
with the East Boundary Mineral Claims (Note 6).

On May 23, 2019, the Company closed a non-brokered private placement of 7,500,000 units at
$0.065 per unit for gross proceeds of $487,500 of which $32,500 was received subsequent to
year-end. Each unit consists of one common share and one common share purchase warrant.
Each warrant entitles the holder to acquire one share at a price of $0.085 per share for a period
of three years from the date of issue. The full proceeds were allocated to the shares under the
residual value method.
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7.

Share Capital (continued)

(c) Share purchase options

The Company has an incentive stock option plan (the “Plan”), whereby the Company may grant
stock options to directors, officers, employees or consultants. Under the Plan, options are
exercisable up to a maximum of 10 years and vest as determined by the Board of Directors and
are required to have an exercise price no less than the closing market price of the Company's
shares on the trading day immediately preceding the day on which the Company announces the
grant of options. The Plan provides for the issuance of up to 10% of the Company’s issued
common shares at the date of the grant. Options awarded under the Plan are equity settled.

As at July 31, 2019, the Company had no stock options outstanding.

(d) Share purchase warrants

Weighted average
Number of exercise price

warrants $

Warrants outstanding at July 31, 2017 2,673,478 1.30
Exercised (820,000) 0.50
Expired (276,000) 2.50
Warrants outstanding at July 31, 2018 1,577,478 1.50
Issued 7,500,000 0.085
Exercised (50,000) 0.50
Expired (1,527,478) 1.53
Warrants outstanding at July 31, 2019 7,500,000 0.085

(e) Share subscriptions refundable

As at July 31, 2019, the Company had a share subscription refundable in the amount of $26,000
to an investor in connection with the private placement that closed on May 23, 2019.
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8.

Financial Instruments and Risk Management
Fair Values

Financial instruments measured at fair value are classified into one of three levels in the fair value
hierarchy according to the relative reliability of the inputs used to estimate the fair values. The three
levels of the fair value hierarchy are:

Level 1 — Unadjusted quoted prices in active markets for identical assets and liabilities

Level 2 — Inputs other than quoted prices that are directly or indirectly observable for the asset
or liability; and

Level 3 — Inputs that are not based on observable market data.

Investments are carried at level 1 fair value measurement.

The carrying values of cash, amounts receivable, due from/to related parties, accounts payable and
accrued liabilities, share subscriptions refundable and loans payable approximate their fair value due
to the short-term nature of these instruments.

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. The Company’s cash, amounts receivable and
due from related parties are subject to credit risk. The Company manages credit risk by placing cash
with major Canadian financial institutions. The Company’s exposure to credit risk from amounts
receivable, and amounts due from related parties is limited as management determines the parties to
be financially sound. Management believes that credit risk related to these amounts is hominal.

Liquidity risk

Liquidity risk arises from the excess of financial obligations over available financial assets due at any
point in time. The Company’s approach to managing liquidity risk is to try to have sufficient liquidity to
meet liabilities when due. As at July 31, 2019, the Company had a cash balance of $294,872 (July
31, 2018 - $206,831) to settle current liabilities of $129,263 (July 31, 2018 - $149,200). All of the
Company’s accounts payable and accrued liabilities have contractual maturities of 30 days or due on
demand and are subject to normal trade terms. To maintain liquidity, the Company is currently
investigating financing opportunities. Management intends to continue to finance its activities by
raising funds by equity investments. While the Company has been successful in obtaining its
required funding in the past there is no assurance that this financing will be extended or that any
additional future financing will be available. The Company is exposed to risk that it will encounter
difficulty in satisfying its liabilities. The Company may mitigate this risk by selling its investment to
cover its current liabilities.
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8.

Financial Instruments and Risk Management (continued)
Market risk

Market risk is the risk of loss that may arise from changes in market factors such as interest rates,
foreign exchange rates, and commodity and equity prices.

Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Company’s exposure to interest rate
risk is not material.

Foreign currency risk

Foreign currency risk is the risk that the future cash flows or fair value of the Company’s
financial instruments that are denominated in a currency that is not the Company’s functional
currency will fluctuate due to the change in foreign exchange rate.

The functional currency of the Company is the Canadian dollar.

The Company holds an investment that is denominated in British Pounds. As such, it is subject
to fluctuations in the exchange rates for the Canadian dollar and British Pound. As at July 31,
2019, the Company has an investment with a fair value of $16,271. Each 10% change in the
Canadian dollar versus the British Pound will result in a gain/loss of approximately $2,000.

Other price risk

Other price risk is the risk that changes in market prices including commodity or equity prices
will have an effect on the fair value or future cash flows associated with financial instruments.

The ability of the Company to explore its mineral properties and the future profitability of the
Company are directly related to the market price of precious metals. The Company monitors
metals prices to determine the appropriate course of action to be taken by the Company.

The equity price risk associated with the Company’s current investment primarily relates to the
change in the market prices of the investments in GRIT common shares. As at July 31, 2019,
the Company owns 676,129 GRIT common shares with each common share valued at £0.015
or $0.02406. Management believes there is price risk related to this investment. A 10% change
in the price of the GRIT common shares would result in a change in profit or loss by
approximately $2,000.
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9.

10.

11.

Capital Management

The Company includes equity, comprising issued common shares, contributed surplus, subscriptions
receivable and deficit in the definition of capital.

The Company manages its capital to ensure it will be able to continue as a going concern largely
through equity financing. These stock issues depend on numerous factors including a positive
mineral exploration environment, positive stock market conditions, a company’s track record, and the
experience of management. The Company is not exposed to externally imposed capital
requirements. There were no changes in the Company’s approach to capital management during the
year ended July 31, 2019.

Related Party Transactions

Certain of the Company'’s officers and directors render services to the Company through companies
in which they are an officer or director.

Party Transactions
622738 BC Ltd. Management fees
0868143 BC Ltd. Consulting fees
GRW Inc. Management fees

The Company incurred the following fees and expenses in the normal course of operations with
related parties.

Years Ended July 31, 2019 2018
Management fees $ 71,476 $ 46,500
Consulting fees 2,500 29,500

$ 73,976 $ 76,000

Amounts due from related parties comprise $1,533 (July 31, 2018 - $1,533) in advances to
companies controlled by officers and directors. Such amounts are unsecured, non-interest bearing
and without specific repayment terms.

Amounts due to related parties comprise $11,103 (July 31, 2018 - $12,653) in advances from
companies with officers in common. The advances are unsecured, non-interest bearing and without
specific repayment terms.

Loans Payable

Loans payable as at July 31, 2019 and 2018 are due to former officers and/or former directors of the
Company and companies controlled by them. The balances as at July 31, 2019 and 2018 are non-
interest bearing, unsecured and due on demand.
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12.

Income Taxes

Income tax expense differs from the amount that would result from applying the Canadian federal
and provincial income tax rates to earnings before income tax rates. These differences result from

the following items:

Year ended July 31,

2019

2018

Loss before income taxes

Basic statutory tax rate

Income tax recovery based on statutory tax rate
Expenses not deductible for tax purposes
Change in enacted rates

Change in prior year estimates

Unrecognized tax assets

$ (601,580)

$  (1,417,744)

27.00% 27.00%
$ (162,427) $ (382,791)
10,351 7,235

- (61,827)

144,592 (932)

7,484 438,315

$ -

Deferred tax assets have not been recognized in respect of the following temporary differences
because it has not yet been determined that future taxable profits will be available against which the

Company can utilize the benefits.

July 31, 2019 2018
Deferred income tax assets:
Non-capital losses $ 1,184,806 $ 1,073,207
Exploration and evaluation assets 698,112 802,257
Share issuance costs 22,406 33,438
Investments 166,283 155,221
Unrecognized tax assets (2,071,607) (2,064,123)
$ - $ -

The Company has non-capital losses carried forward of approximately $4,388,000 that may be

available for tax purposes. The losses expire as follows:

2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039

$ 71
11,910
83,443

249,108
362,838
706,950
217,682
921,269
854,149
563,968
416,783

S__ 4388171

28



Zadar Ventures Ltd.

(an Exploration Stage Enterprise)
Notes to the Financial Statements
(Expressed in Canadian Dollars)
July 31, 2019 and 2018

13. Commitments

The Company has entered into an operating lease contract for office space. The future minimum
payments under the lease as at July 31, 2019 are as follows:

2020 $ 44,763
2021 44,763
2022 7,461

$ 96,987
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