Honey Badger Exploration Inc.
Condensed Consolidated Interim Financial Statements
For the Three-Month Periods Ended March 31, 2017
(Expressed in Canadian Dollars)

Notice of No Auditor Review of Interim Financial Statements
As per National Instrument 51-102 Continuous Disclosure Obligations Part 4.3 Disclosure of Auditor
Review, the auditors of Honey Badger Exploration Inc. have not performed a review of these interim financial
statements.

Honey Badger Exploration Inc.
Condensed Consolidated Interim Statements of Financial Position
(Expressed in Canadian Dollars)
March 31, 2017

December 31, 2016

Assets
Current Assets:
Cash and Cash Equivalents
Amounts Receivable (note 5)
Prepaid Expenses
Total Assets

$

47,103
15,535
4,320

$

51,263
41,757
1,000

$

66,958

$

94,020

Liabilities
Current Liabilities:
Accounts Payable and Accrued Liabilities
Deferred Flow-Through Premium (note 6)
Flow-Through Provision (note 7)

$

318,564
48,200
430,294

Total Liabilities

$

319,089
48,200
430,294

797,058

797,583

5,591,833
1,479,986
417,793
(8,219,712)

5,591,833
1,479,986
417,793
(8,193,175)

(730,100)

(703,563)

Shareholders’ Deficiency
Share Capital (note 8)
Contributed Surplus
Warrant Reserve (note 10)
Accumulated Deficit
Total Shareholders’ Deficiency
Total Liabilities and Shareholders’ Deficiency

$

66,958

$

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
Nature of operations and going concern (note 1)
Commitments and contingencies (note 11)

Approved by the Board of Directors

Signed:

“Tara Gilfillan”
Director

Signed:

“Craig Scherba”
Director

94,020

Honey Badger Exploration Inc.
Condensed Consolidated Interim Statements of Loss and Comprehensive Loss
(Expressed in Canadian Dollars)
Three-Month Period Ended
March 31,
March 31,
2017
2016

Expenses
Exploration expenditures (notes 4, 5)
Payroll and professional fees (note 5)

$

701
19,785

$

31,058
27,010

General and administrative

4,727

71,983

Part XII.6 taxes (note 7)

1,323

-

Interest Expense (income)

-

242

Realized loss (gain) from marketable securities (note 3)

-

8,135

(26,537)

(138,428)

-

5,474

(26,537)

(132,954)

Loss for the Period
Changes in fair value of marketable securities (note 3)

Loss and Comprehensive Loss for the Period

Loss per share – basic and diluted
Weighted average shares outstanding

$

(0.00)

104,788,849

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

$

(0.00)

79,130,517

Honey Badger Exploration Inc.
Condensed Consolidated Interim Statements of Cash Flows
(Expressed in Canadian Dollars)
Three-Month Period Ended
March 31, 2017

March 31, 2016

$ (26,537)

$ (138,428)

-

8,135

Change in working capital items:
Amounts receivable
Prepaid expenses
Accounts payable and accrued liabilities

26,222
(3,320)
(525)

6,202
20,040
(70,541)

Net cash used in operating activities

(4,160)

(174,592)

-

81,729

-

81,729

Proceeds from private placement

-

-

Net cash provided by financing activities

-

81,729

(4,160)
51,263
47,103

(92,863)
281,656
188,793

-

-

Operating Activities
Loss for the Period
Adjustments for non-cash items:
Realized loss (gain) on disposal of marketable securities

Investing Activities
Proceeds on sale of marketable securities
Net cash provided by investing activities
Financing Activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents - beginning of period
Cash and cash equivalents - end of period
Supplemental Disclosures:
Interest received as cash

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

Honey Badger Exploration Inc.
Condensed Consolidated Interim Statements of Changes in Shareholder’s Deficiency
(Expressed in Canadian Dollars)

Balance – December 31, 2015

Shares
#

Share
Capital
$

Contributed
Surplus
$

Warrant
Reserve
$

Accumulated
Other
Comprehensive
Income (Loss)
$

91,330,517

5,517,397

1,363,734

257,285

(5,474)

Change in fair value of marketable securities
Loss for the Period

Balance – March 31, 2016
Private placement
Fair value of warrants issued
Fair value of Broker warrants issued
Fair value of flow-through premium recognized
Fair value of expired warrants
Cost of issue
Fair value of shares issued for property acquisition
Loss for the Period

Balance – December 31, 2016

Total
$

(7,273,594)

(140,652)

(138,428)

5,474
(138,428)

(7,412,022)

(273,606)

(781,153)

344,000
(48,200)
(64,604)
120,000
(781,153)

(8,193,175)

(703,563)

(26,537)

(26,537)

(8,219,712)

(730,100)

5,474

91,330,517

5,517,397

9,458,332

344,000
(256,734)
(20,026)
(48,200)

1,363,734

104,788,849

-

256,734
20,026
116,252

4,000,000

257,285

(116,252)

(64,604)
120,000

5,591,833

1,479,986

417,793

-

Loss for the Period

Balance – March 31, 2017

Accumulated
Deficit
$

104,788,849

5,591,833

1,479,986

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

417,793

-

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
1.

Nature of Operations and Going Concern

Honey Badger Exploration Inc. (the "Company") was founded in 1992 for the purpose of the acquisition, exploration,
and development of mining properties. The Company's head office and the primary location of its registered records
is 145 Wellington Street West, Suite 1001, Toronto, Ontario, M5J 1H8. The Company owns a wholly owned
subsidiary 606596 Alberta Ltd.
As at March 31, 2017, the Company had a working capital deficit of $730,100 and an accumulated deficit of
$8,219,712. These conditions cast significant doubt about the Company's ability to continue as a going concern.
The accompanying condensed consolidated interim financial statements have been prepared on the basis of a going
concern, which contemplates the realization of assets and liquidation of liabilities in the normal course of business.
The Company is currently in the exploration stage and has not commenced commercial operations.
In assessing whether the going concern assumption is appropriate, management takes into account all available
information about the future, which is at least, but not limited to, twelve months from the end of the reporting period.
The Company's ability to continue operations and fund its mining interest expenditures is dependent on management's
ability to secure additional financing. Management is actively pursuing such additional sources of financing, and while
it has been successful in doing so in the past, there can be no assurance it will be able to do so in the future.
Theses condensed consolidated interim financial statements do not give effect to adjustments that would be necessary
should the Company be unable to continue as a going concern and therefore need to realize its assets and liquidate its
liabilities and commitments in other than the normal course of business and at amounts different from those in the
accompanying condensed consolidated interim financial statements.

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
2.

Significant Accounting Policies

(a) Statement of compliance
These condensed consolidated interim financial statements have been prepared in accordance and comply with
International Accounting Standard 34 Interim Financial Reporting (“IAS 34”) using accounting principles consistent
with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board
(“IASB”) and interpretations issued by the IFRS Interpretations Committee (“IFRIC”). The accounting policies
adopted are consistent with those of the previous financial year and the corresponding interim reporting period.
Furthermore, the information on accounting standards effective in future periods and not yet adopted remains
unchanged from that disclosed in the annual financial statements.
The condensed consolidated interim financial statements were approved by the Board of Directors on May 30, 2017.
(b) Basis of presentation
These condensed consolidated interim financial statements have been prepared on a historical cost basis except for
certain financial instruments that have been measured at fair value. In addition, these condensed consolidated interim
financial statements have been prepared using the accrual basis of accounting, except for cash flow information.
(c) Basis of consolidation
These condensed consolidated interim financial statements include the accounts of the Company and its wholly-owned
subsidiary 606596 Alberta Ltd., which is not active and has no assets in the current or prior year. All intercompany
balances and transactions have been eliminated.
(d) Significant accounting judgements and estimates
The preparation of these financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and reported amounts of expenses
during the reporting period.
Actual outcomes could differ from these estimates. The financial statements include estimates which, by their nature,
are uncertain. The impacts of such estimates are pervasive throughout the financial statements, and may require
accounting adjustments based on future occurrences. Revisions to accounting estimates are recognized in the period
in which the estimate is revised and also in future periods when the revision affects both current and future periods.
Significant accounting judgments, estimates and underlying assumptions are reviewed on an ongoing basis.
Significant assumptions about the future and other sources of estimation uncertainty that management has made at the
end of the reporting period, that could have an effect on the amounts recognized in the financial statements relate to
the following:
Going concern
The preparation of the financial statements requires management to make judgments regarding the going concern
of the Company as previously discussed in Note 1 of the financial statements.
Deferred Flow-Through Premium Estimates
Recorded costs of flow-through share premium liabilities reflect premiums received by the Company on the issue
of flow-through shares. The premium is subject to measurement uncertainties and requires the Company to
assess the value of non-flow-through shares. The determination is subjective and does not necessarily provide a
reliable single measure of the fair value of the premium liability. The fair values of the flow-through premiums
are disclosed in Note 6 of the financial statements.

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
3.

Marketable Securities

The following table sets out the changes to the marketable securities:
Marketable
Securities
$

Balance – December 31, 2015
Realized loss reported to profit or loss
Changes in fair value through Other Comprehensive Income
Proceeds of Disposition

$ 84,390
(8,135)
5,474
(81,729)

Balance – March 31, 2016

$-

Balance – December 31, 2016

$-

Balance – March 31, 2017

$-

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
4.

Mineral Properties

Exploration and Evaluation Expenditures
The following table summarizes the cumulative exploration and evaluation expenditures the Company has incurred
on its various properties:
LG Diamond
Property
$

Wemindji
Property
$

Other
Properties
$

All
Exploration
Properties
$

162,349

-

2,412,329

2,574,678

30,733

-

325

31,058

Balance – March 31, 2016

193,082

-

2,412,654

2,605,736

Claim Acquisition Costs
Exploration Expenditures

184,386

130,000
-

300

130,000
184,686

Balance – December 31, 2016

377,468

130,000

2,412,954

2,920,422

701

-

-

701

378,169

130,000

2,412,954

2,921,123

Balance – December 31, 2015
Exploration Expenditures

Exploration Expenditures

Balance – March 31, 2017

During the three-month period ended March 31, 2017:
a)

The Company incurred exploration and evaluation expenditures of $701 on the LG Diamond Property
(2016: $184,386), $nil on the Wemindji Property (2016: $nil) and $nil on other properties (2016: $325).

LG Diamond Property, Quebec
On September 29, 2015, the Company entered into an agreement with 9019-5504 Quebec Inc. (the “Vendor”) to
acquire the LG Diamond Project located in the Jamesie County Municipality, James Bay Region of Quebec. As
consideration, the Company issued 10,000,000 common shares at a value of $0.01 each and granted a 2% net smelter
returns ("NSR") royalty to the Vendor. One half, or 1% of the NSR can be bought back for $1,000,000 and the
remaining 1% for $2,000,000. The purchase transaction closed on October 23, 2015.
Wemindji Property
On May 26, 2016, the Company entered into an agreement to acquire the Wemindji Property, which consists of 29
claims located south-east of Wemindji, in the James Bay region of Québec. The acquisition costs consisted of the
payment of $10,000 cash and the issuance of 4,000,000 common shares of the Company with a fair value of $120,000.
The Company is also required to grant of a 2% net smelter return (“NSR”) royalty to the property vendors. The 2%
NSR may be bought back from the vendors for $2,000,000. The vendors are at arm's length to the Company. The
cash payments were completed in August 2016. On September 16, 2016, the Company issued the 4,000,000 common
shares owed to the property vendors.

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
5.

Related Party Transactions and Balances

Related parties as defined by IAS 24 Related Party Disclosures include the members of the Board of Directors, key
management personnel and any companies controlled by these individuals. Key management personnel include
those persons having authority and responsibility for planning, directing and controlling activities of the Company.
Key management personnel for the Company consists of the CEO, CFO and VP Exploration.
The following transactions occurred with related parties during the three-month period ended March 31, 2017:
a)

Key management personnel received cash compensation of $nil (2016: $27,681), which has been recorded
as exploration expenditures on the Statement of Loss and Comprehensive Loss.
b) A corporation controlled by the CFO received cash compensation of $13,500 (2016: $13,225), which has
been recorded as payroll and professional fees on the Statement of Loss and Comprehensive Loss.
As of March 31, 2017, the following related party balances were outstanding:
a)

A corporation under common management control owed $18,650 (December 31, 2016: $18,650) to the
Company for the reimbursement of joint severance expenditures, which has been included in amounts
receivable.
b) The Company owed $8,046 to a corporation under common management control (December 31, 2016:
$11,801), which has been included in accounts payable and accrued liabilities.

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
6.

Deferred Premium on Flow-Through Shares

The following table sets out the changes to the deferred premium balances:
Financing Series

2014 F/T
Series

2015 F/T
Series

Balance – December 31, 2015

$ 40,865

$ 40,000

$

-

$ 80,865

Balance – March 31, 2016

$ 40,865

$ 40,000

$

-

$ 80,865

-

-

48,200

48,200

(40,865)

(40,000)

-

(80,865)

Recognition of Deferred Premium
Decrease of Deferred Premium

2016 F/T
Series

Total

Balance – December 31, 2016

$

-

$

-

$ 48,200

$ 48,200

Balance – March 31, 2017

$

-

$

-

$ 48,200

$ 48,200

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
7.

Provision for Flow-Through Shares

The following table sets out the changes to the provision for the obligation to flow-through subscribers:
Financing Series
2011 F/T Series
Part XII.6 Tax 2014 F/T Series Total Provision
with CEE
with CEE
Commitments
Commitments
to the Calendar
to the Calendar
Year Ending
Year Ending
December 31,
December 31,
2012
2015

Balance – December 31, 2015

$ 202,973

$ 132,042

$

-

$ 335,015

Balance – March 31, 2016

$ 202,973

$ 132,042

$

-

$ 335,015

72,300

72,300

Recognition of F/T Provision
Increase of F/T Provision

155,021

Reclassification to Accounts Payable

100,973

255,994

(233,015)

(233,015)

Balance – December 31, 2016

$ 357,994

$

-

$ 72,300

$ 430,294

Balance – March 31, 2017

$ 357,994

$

-

$ 72,300

$ 430,294

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
8.

Share Capital

The authorized share capital consists of an unlimited number of common shares. The common shares have no par
value.
As at March 31, 2017 the Company had 104,788,849 issued and outstanding common shares (December 31, 2016:
104,788,849). All issued and outstanding common shares are fully paid.

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
9.

Stock Options

The Company has a stock option plan (the “Plan”) under which the Board of Directors of the Company may grant
stock options to eligible participants including directors and officers of the Company.
The exercise price of the options cannot be less than the closing price of the Company’s shares on the trading day
preceding the date of grant and the maximum term of any option cannot exceed five years. The Board, in accordance
with applicable Exchange or other regulatory requirements, if any, will determine the vesting period. There is no
minimum vesting period unless the optionee is engaged in Investor Relation Activities. The maximum aggregate
number of common shares under option at any time under the Plan cannot exceed 10% of the issued shares. The fair
value of share-based compensation is recognized as contributed surplus upon issuance.
The following is a continuity schedule for each series of stock options outstanding from December 31, 2016 to March
31, 2017:

Expiry Date

Total

Exercise
Price

Outstanding
And
Exercisable
December 31,
2016

Granted

Exercised

Expired or
Cancelled

Outstanding
And
Exercisable
March 31,
2017

$-

-

-

-

-

-

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
10. Warrants
The Company has issued warrants as part of equity financings. The fair value of warrants is recognized upon issuance
as an equity reserve until expiration or exercise.
The following is a continuity schedule for the warrants outstanding from December 31, 2016 to March 31, 2017:

Expiry Date
December 12, 2019
December 24, 2018
December 24, 2018
April 26, 2019
April 26, 2019
April 26, 2019 (a)
May 12, 2019
May 12, 2019 (b)
Total

Exercise
Price

Outstanding
And
Exercisable
December
31, 2016

Exercised

Expired
or
Cancelled

Outstanding
And
Exercisable
March 31,
2017

Issued

$ 0.05
$ 0.055
$ 0.055
$ 0.07
$ 0.05
$ 0.10
$ 0.07
$ 0.10

6,449,800
2,000,000
360,000
2,275,000
3,433,332
456,667
3,750,000
300,000

-

-

-

6,449,800
2,000,000
360,000
2,275,000
3,433,332
456,667
3,750,000
300,000

$ 76,600
$ 54,604
$ 9,829
$ 61,392
$ 94,147
$ 12,086
$ 101,195
$ 7,940

$ 0.06

19,024,799

-

-

-

19,024,799

$ 417,793

Ending
Fair
Value

(a) The Company issued 456,667 broker warrants. The fair value of these warrants was calculated using the BlackScholes model with a volatility of 211%, dividend yield of 0%, expected life of 3 years and a compound risk free
rate of 0.50%.
(b) The Company issued 300,000 broker warrants. The fair value of these warrants was calculated using the BlackScholes model with a volatility of 211% dividend yield of 0%, expected life of 3 years and a compound risk free
rate of 0.50%.

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
11. Commitments and Contingencies
(a) Flow-Through Expenditure Commitments
The Company competed flow-through share financings that involve a commitment to incur Canadian exploration
Expenditures (“CEEs”) prior to the end of specific calendar years and to renounce the CEE tax deductions to the
subscribers. The flow-through commitments as at March 31, 2017 is $241,000 (2016: $200,000).

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
12. Capital Management
As of March 31, 2017, the Company had a working capital deficit of $730,100.
There were no changes in the Company's approach to capital management during the three-month period ended March
31, 2017.
In managing liquidity, the Company’s primary objective is to ensure the entity can continue as a going concern while
raising additional funding to meet its obligations as they come due. The Company’s operations to date have been
funded by issuing equity. The Company expects to improve the working capital position by securing additional
financing.
The Company’s investment policy is to invest excess cash in very low risk financial instruments such as term deposits
or by holding funds in high yield savings accounts with major Canadian banks. Financial instruments are exposed
to certain financial risks, which may include currency risk, credit risk, liquidity risk and interest rate risk.
The Company’s mineral property interests are all in the exploration stage, as such the Company is dependent on
external financing to fund its exploration activities and administrative costs. Management continues to assess the
merits of mineral properties on an ongoing basis and may seek to acquire new properties or to increase ownership
interests if it believes there is sufficient geologic and economic potential.
Management mitigates the risk and uncertainty associated with raising additional capital in current economic
conditions through cost control measures that minimizes discretionary disbursements and reduces exploration
expenditures that are deemed of limited strategic value.
The Company manages the capital structure (consisting of shareholders’ deficiency) on an ongoing basis and makes
adjustments in response to changes in economic conditions and risks characteristics of its underlying assets.
Adjustments to the Company capital structure may involve the issue of new shares, issue of new debt, acquisition or
disposition of assets, or adjustments to the amounts held in cash, cash equivalents and short-term investments.
The Company is not subject to any externally imposed capital requirements other than flow-through spending.

Honey Badger Exploration Inc.
Notes to condensed consolidated interim financial statements
For the three-month periods ended March 31, 2017 and 2016
13. Financial Instrument Risk Factors
The following disclosures are to enable users of the condensed consolidated interim financial statements to evaluate
the nature and extent of risks arising from financial instruments at the end of the reporting year:
a) Credit risk
The Company's credit risk is the risk of counterparty default on cash and cash equivalents held on deposit with
financial institutions. The Company manages this risk by ensuring that deposits are only held with large Canadian
banks and financial institutions. The Company’s amounts receivable related to sales taxes have negligible counterparty
default risk. The Company’s amounts receivable related to companies related by common management are subject to
counterparty default risk.
b) Liquidity risk
The Company’s liquidity risk is the risk that Company has insufficient funds to settle its contractual financial
liabilities. The Company manages this risk by ensuring sufficient funds are available as contractual cash flows become
due.
As at March 31, 2017, the Company had a cash balance of $47,103 (December 31, 2016: $51,263) to settle current
liabilities of $797,058 (December 31, 2016: $797,583). As a result, the Company is exposed to liquidity risk.
While the Company has been successful in obtaining required funding in the past, there is no assurance that future
financings will be available.
c)

Market risks

The Company’s market risk arises from changes in interest rates and commodity prices that could have an impact on
profit or loss. This includes:
•

Interest rate risk, is the sensitivity of the fair value or of the future cash flows of a financial instrument to changes
in interest rates. The Company does not have any financial assets or liabilities that were subject to variable
interest rates.

•

Commodity price risks, particularly with respect to diamonds, is the sensitivity of the fair value of or of the future
cash flows of mineral assets. The Company manages this risk by continually monitoring base and precious
metal prices and commodity price trends to determine the appropriate timing for funding the exploration or
development of its mineral assets, or for the acquisition or disposition of mineral assets.

•

Currency risk, is the sensitivity of the fair value or of the future cash flows of financial instruments to changes in
foreign exchange rates. The Company does not have any financial assets or liabilities that were subject to
variable foreign exchange rates and as such the Company is not subject to currency risk.

