Consolidated Financial Statements
(Expressed in Canadian Dollars)

THE WONDERFILM MEDIA CORPORATION
Years ended June 30, 2019 and 2018

INDEPENDENT AUDITOR'S REPORT
To the Shareholders of The Wonderfilm Media Corporation
Opinion
We have audited the consolidated financial statements of The Wonderfilm Media Corporation (the “Company”),
which comprise the consolidated statement of financial position as at June 30, 2019, and the consolidated
statements of loss and comprehensive loss, changes in shareholders’ deficiency (equity) and cash flows for the
year then ended, and notes to the consolidated financial statements, including a summary of significant accounting
policies (collectively referred to as the “financial statements”).
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Company as at June 30, 2019, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards.
Basis for Opinion
We conducted our audit 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 audit 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 is
sufficient and appropriate to provide a basis for our opinion.
Material Uncertainty Related to Going Concern
We draw attention to Note 1 to the financial statements, which describes events or conditions that indicate 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.
Emphasis of Matter – Restated Comparative Information
We draw attention to Note 20 to the financial statements, which explain that certain comparative information for
the year ended June 30, 2018 has been restated. Our opinion is not modified in respect of this matter.
The financial statements for the year ended June 30, 2018 excluding adjustments that were applied to restate
certain comparative information were audited by another auditor who expressed an unmodified opinion on those
financial statements on October 29, 2018.
As part of our audit of the financial statements for the year ended June 30, 2018, we also audited the adjustments
applied to restate certain comparative information presented. In our opinion, such adjustments are appropriate and
have been properly applied.
Other than with respect with the adjustments that were applied to restate certain comparative information, we were
not engaged to audit, review or apply any procedure to the financial statements for the year ended June 30, 2018.
Accordingly, we do not express an opinion or any other form of assurance on those financial statements taken as
a whole.
Other Information
Management is responsible for the other information. The other information comprises the information included in
Management’s Discussion and Analysis.
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 audit of the financial statements, our responsibility is to read the other information identified
above and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise 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. We have nothing to report in this regard.
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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.

•

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.

•

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

•

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.

•

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.

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 David Goertz.

DALE MATHESON CARR-HILTON LABONTE LLP
CHARTERED PROFESSIONAL ACCOUNTANTS
Vancouver, BC
February 11, 2020
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THE WONDERFILM MEDIA CORPORATION
Consolidated Statements of Financial Position
(Expressed in Canadian dollars)
As at June 30, 2019 and 2018

2018
Restated
(Note 20)

2019

Assets
Cash
Accounts receivable and other receivables (note 5)
Prepaid expense and deposits
Deferred project development costs (note 6)
Loans receivable - current (note 7)

$

141,303
1,366,802
1,508,105

Loans receivable (note 7)
Movie rights inventory (note 8)
Movie production royalty asset (note 9)
AVOD rights (note 10)

449,452
269,501
1
1
$ 2,227,060

$

476,908
143,490
19,375
1,371,096
56,384
2,067,253

2,846,475
$ 4,913,728

Liabilities and Shareholders’ Deficiency (Equity)
Trade payables and accrued liabilities (note 11)
Short-term loans (note 12)
Due to related party (note 15)
Deferred revenue (note 20)

$ 1,518,377
1,251,943
24,793
2,795,113

Shareholders’ deficiency (equity):
Share capital (note 14)
Obligation to issue shares
Contributed surplus (note 14)
Accumulated deficit

14,145,811
529,350
(15,243,214)
(568,053)
$ 2,227,060

$

40,869
32,054
1,120,454
1,193,377

5,668,387
490,000
62,425
(2,500,461)
3,720,351
$ 4,913,728

Corporate information and going concern (note 1)
Contingency (note 22)
Subsequent events (note 23)
See accompanying notes to consolidated financial statements.
Approved on behalf of the Board:
“Kirk Shaw”

“Norman Tsui”

Director
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THE WONDERFILM MEDIA CORPORATION
Consolidated Statements of Loss and Comprehensive Loss
(Expressed in Canadian dollars)
Years ended June 30, 2019 and 2018
2018
Restated
(Note 20)

2019
Revenue:
Production and distribution services (note 15)
Movie right income (note 15)
Trading of movie rights

$

Cost of sales:
Production and distribution services (note 15)
Movie rights

Expenses:
Advertising and promotion (note 15)
Amortization (note 9)
Bad debt
Listing cost (Note 4)
Management fees (note 15)
Office expenses (note 15)
Professional fees (note 15)
Share-based compensation for JV (note 14)
Travel costs

6,694,203
63,473
6,757,676

1,184,959
10,325,000
11,509,959
353,385

1,474,876
711,619
125,118
443,826
270,469
805,478
129,767
208,886
4,170,039

948,825
29,406
1,019,417
41,971
353,830
335,723
89,708
2,818,880

(4,519,783)

(2,465,495)

$

(15,343)
(2,134,855)
(846,774)
(5,225,998)
(12,742,753)

Basic and diluted loss per common share

$

(0.42)

30,623,693

See accompanying notes to consolidated financial statements.
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1,538,344
10,325,000
11,863,344

7,107,420
7,107,420
(349,744)

Foreign exchange adjustment
Impairment of movie production royalty rights (note 9)
Impairment of deferred development costs (note 6)
Loss on acquisitions (note 10)
Net loss and net comprehensive loss for the year

Weighted average number of common shares
outstanding, basic and diluted

$

(5,989)
$ (2,471,484)
$

(0.24)

10,190,923

THE WONDERFILM MEDIA CORPORATION
Consolidated Statement of Changes in Shareholders’ Deficiency (Equity)
(Expressed in Canadian dollars)

Number of
shares
Balance June 30, 2017
Reversal of Wonderfilm Privco shares (note 4)

Share
capital

6,707,500

$

3,788,278

Obligations to
issue shares
$

Contributed
surplus
-

$

-

Accumulated
deficit
$

(28,977)

Total
$

3,759,301

(6,707,500)

-

-

-

-

-

8,920,975

-

-

-

-

-

999,530

499,765

-

-

-

499,765

2,667,250

1,333,625

-

-

-

1,333,625

Westshire agent options (note 14(d))

-

-

-

11,701

-

11,701

Westshire director options (note 14(d))

-

-

-

55,544

-

55,544

Westshire agent warrants (note 14(c))

-

-

-

6,881

-

6,881

7,473,935

-

-

-

-

-

87,543

35,018

-

-

-

35,018

Reallocation of fair value of agent options (note 14(b))

-

11,701

-

(11,701)

-

-

Proceeds received for shares to be issued

-

-

490,000

-

-

490,000

Loss for the year – restated (Note 20)

-

-

-

-

(2,471,484)

(2,471,484)

20,149,233

5,668,387

490,000

62,425

(2,500,461)

3,720,351

Issuance of common shares (note 14(b))

1,334,400

677,200

(490,000)

-

-

187,200

Issuance of common shares and warrants (note 14(b), (c))

4,931,038

1,908,266

-

145,415

-

2,053,681

240,000

197,941

-

(51,941)

-

146,000

Acquisition of Agatha Media Corp. (note 10)

6,000,000

4,140,000

-

-

-

4,140,000

Acquisition of Cypress Media Corp. (note 10)

2,100,000

1,071,000

-

-

-

1,071,000

575,000

353,250

-

-

-

353,250

3,290,000

129,767

-

-

-

129,767

Share-based payments (note 14(d))

-

-

-

373,451

-

373,451

Loss for the year

-

-

-

-

(12,742,753)

(12,742,753)

Issuance of shares – Transaction (note 4)
Issuance of common shares (note 14(b))
Amalgamation with Westshire (note 4)

Wonderfilm Performance shares (note 14(b), (e))
Westshire agent options exercised (note 14(b))

Balance June 30, 2018

Exercise of stock options (note 14(d))

Acquisition of movie rights (note 6 and 8)
Issuance of compensation shares (note 14(b))

Balance June 30, 2019

38,619,671

$

14,145,811

See accompanying notes to consolidated financial statements.
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$

-

$

529,350

$

(15,243,214)

$

(568,053)

THE WONDERFILM MEDIA CORPORATION
Consolidated Statements of Cash Flows
(Expressed in Canadian dollars)
Years ended June 30, 2019 and 2018
2018
Restated
(Note 20)

2019
Cash (used in) provided by:
Operations:
Loss for the year
Items not involving cash:
Listing costs
Amortization
Bad debts
Impairment of movie royalty rights assets
Impairment on deferred development costs
Loss on acquisition
Share-based compensation
Changes in non-cash operating working capital:
Accounts receivable and other receivable
Prepaid expense and deposits
Deferred project development costs
Trade payables and accrued liabilities
Deferred revenue
Cash used in operating activities

$ (12,742,753)

$

(2,471,484)

711,619
125,118
2,134,855
457,146
5,225,998
503,218

715,337
948,825
29,406
-

16,654
19,375
997,700
168,808
(1,120,455)
(3,502,717)

589,720
(19,375)
(1,371,096)
(814,106)
1,120,455
(1,272,318)

Financing:
Share subscription deposit
Net payments (advances) to related party
Share issuance for cash, net of issuance costs
Exercise of stock options
Proceeds from issuance of loan payables
Cash provided by financing activities

(7,260)
2,240,881
146,000
1,251,943
3,631,564

490,000
32,054
534,783
1,056,837

Investing:
Cash (paid) received on acquisition
Loan advances to movie distributors
Cash (used in) provided by investing activities

(15,000)
(449,452)
(464,452)

692,413
692,413

Change in cash

(335,605)

476,932

476,908

(24)

Cash, beginning of year
Cash, end of year

$

141,303

$

Supplementary note disclosure of non-cash investing and financing transactions (note 18)
See accompanying notes to consolidated financial statements.
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THE WONDERFILM MEDIA CORPORATION
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2019 and 2018
1. Corporate information and going concern
The Wonderfilm Media Corporation, (“Wonderfilm” or “the Company”) incorporated on January 10,
2014 under the Business Corporations Act (British Columbia), is a worldwide film and television
media production company with a core business of producing independent films and made-fortelevision movies for global business to business distribution. On March 29, 2018, the Company
changed its name from Westshire Capital II Corp. to The Wonderfilm Media Corporation. The
Company’s head office and registered records office is located at Unit 410-409 Granville Street,
Vancouver, B.C., V6C 1T2. The Company’s common shares are listed under the symbol of “WNDR”
on the TSX Venture Exchange (the “Exchange”).
The Company has incurred losses and had negative cash flows from operations from inception that
have primarily been funded through financing activities. The continuing operations of the Company
are dependent upon its ability to raise adequate financing and to develop profitable operations in
the future. The application of the going concern concept is dependent on the Company’s ability to
become operationally viable and receive continued financial support from its shareholders and from
external financing. These conditions indicate the existence of a material uncertainty that may cast
significant doubt about the Company’s ability to continue as a going concern. Management is of
the opinion that sufficient working capital will be obtained from future profitable operations or
external financing to meet the Company’s liabilities and commitments.
There can be no assurances that the Company will be successful in developing profitable
operations or raising additional cash to finance operations or that the continued support of
shareholders will be available. These financial statements have been prepared using the going
concern assumption, which assumes that the Company will continue in operation for the
foreseeable future and be able to realize its assets and discharge its liabilities in the normal course
of business. The consolidated financial statements do not include any adjustments relating to the
recoverability of assets and liabilities that might be necessary should the Company be unable to
continue as a going concern.
2. Basis of preparation
(a) Statement of compliance
The consolidated financial statements, including comparatives, have been prepared in
accordance with International Financial Reporting Standards (“IFRS”) as issued by the
International Accounting Standards Board (“IASB”) and interpretations of the International
Financial Reporting Issue Committee (“IFRIC”).
These consolidated financial statements were approved and authorized for issue by the Board
of Directors on February 11, 2020.
The comparative information included in these financial statements has been restated to
correct errors included in the financial information reported in the prior year financial
statements. Certain line items in the statements of financial position, loss and comprehensive
loss, cash flows, and change in shareholders’ equity for the year ended June 30, 2018 have
been corrected according to the timing of the transactions. Refer to Note 20 for details of the
restatement.
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THE WONDERFILM MEDIA CORPORATION
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2019 and 2018

2. Basis of preparation (continued)
(b) Basis of measurement
These financial statements have been prepared on the historical cost basis, except for certain
financial instruments, which are recorded at fair value. In addition, these consolidated financial
statements have been prepared using the accrual basis of accounting except for cash flow
information.
(c) Basis of consolidation
The consolidated financial statements include the accounts of the Company and its controlled
entities.
Wonderfilm controls these entities by having the power to govern their financial and operating
policies. These entities are fully consolidated from the date on which control is obtained by
Wonderfilm and are deconsolidated from the date that control ceases. All intercompany
transactions, balances, income and expenses are eliminated upon consolidation.

Entity

Country of incorporation

Percentage owned
June 30,
June 30,
2019
2018

Agatha Media Corp.

Canada

100%

-

Cypress Entertainment Corp.

Canada

100%

-

(d) Functional and presentation currency
These consolidated financial statements are presented in Canadian dollars, which are the
functional currency for the Company and its subsidiaries. The functional currency of each entity
is measured using the currency of the primary economic environment in which the entity
operates.
(e) Use of estimates and judgments
The preparation of these financial statements in conformity with IFRS requires management to
make judgments, estimates and assumptions that affect application of accounting policies and
the reported amounts of assets, liabilities, income and expenses.
Estimates and assumptions are continuously evaluated and are based on management’s
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. However, actual outcomes can differ from these
estimates.
Significant judgments made by management in the process of applying accounting policies and
that have the most significant effect on the amounts recognized in the financial statements
include:
•

The assessment of the Company’s ability to continue as a going concern and whether
there are events on conditions that may give rise to significant uncertainty;
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THE WONDERFILM MEDIA CORPORATION
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2019 and 2018

2. Basis of preparation (continued)
(e) Use of estimates and judgments (continued)
•

The fair value and classification of financial instruments;

•

The assessment as to whether there are indicators of impairment of the Company’s
long-lived assets;

•

The assessment as to whether revenue is recognized at a point in time or over a period
of time;

•

The assessment as to whether revenue is recognized on a gross or net basis; and

•

The determination of the functional currency of the parent company and subsidiaries.

Significant assumptions about the future and other sources of estimation uncertainty that
management has made at the financial position reporting date, that could result in a material
adjustment to the carrying amount of assets and liabilities, in the event that actual results differ
from assumptions made, relate to, but are not limited to, the following:
(i)

Carrying value and recoverability of movie rights and intangible assets
The Company has determined that movie rights and intangible assets that are
capitalized may have future economic benefits and may be economically recoverable.
The assessment of these assets is dependent upon estimates of recoverable amounts
that take into account factors such as economic and market conditions and useful lives
of the assets.

(ii)

Capitalization of costs of productions in progress and movie rights
Development costs, included acquired movie rights, incurred in the generation of
productions in which the Company has an ownership or financial stake are capitalized
from the point at which the requirements of IAS 38 - Intangible assets have been met.
This assessment requires management to exercise judgement with regards to their
intention to complete the production as well as those estimates and judgements
required in determining whether or not a production will result in a future economic
benefit to the Company.

(iii)

Amortization of movie rights
The amortization of movie rights are dependent on estimates of useful lives, which are
determined through exercise of judgement. The Company continually evaluates the
remaining useful life of the assets being amortized to determine whether events and
circumstances warrant a revision to the remaining period of amortization. This
assessment requires management to estimate the total economic benefits and the
manner in which they will be generated by utilizing the asset.
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THE WONDERFILM MEDIA CORPORATION
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2019 and 2018

2. Basis of preparation (continued)
(e) Use of estimates and judgments (continued)
(iv)

Share-based compensation
Share based payments are generally accounted for based on the fair value of the
goods or services received. If the fair value of the goods or service cannot be
measured reliably then an assessment of the fair value of the equity instrument issued
is used. The use of the quoted share price of a thinly traded common share and
assumptions pertaining to the Black Scholes Option Pricing Model are themselves
examples of estimates and judgments that management may be required to rely upon.

While management believes that these estimates are reasonable, actual results could differ from
those estimates and could impact future results of operation and cash flows.
3. Significant accounting policies
The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements except as described in Note 3(l).
(a) Foreign currency transactions
Foreign currency transactions are translated into functional currency using the exchange rates
prevailing at the date of the transaction. Foreign currency monetary items are translated at the
period-end exchange rate. Non-monetary items measured at historical cost continue to be
carried at the exchange rate at the date of the transaction. Non-monetary items measured at
fair value are reported at the exchange rate at the date when fair values were determined.
Exchange differences arising on the translation of monetary items or on settlement of monetary
items are recognized in profit or loss in the period in which they arise, except where deferred
in equity as a qualifying cash flow or net investment hedge.
Exchange differences arising on the translation of non-monetary items are recognized in other
comprehensive income in to the extent that gains and losses arising on those non-monetary
items are also recognized in other comprehensive income. Where the non-monetary gain or
loss is recognized in profit or loss, the exchange component is also recognized in profit or loss.
(b) Financial instruments
Effective July 1, 2018, the Company has adopted IFRS 9 Financial instruments: Classification
and Measurement. 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.
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THE WONDERFILM MEDIA CORPORATION
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2019 and 2018

3. Significant accounting policies (continued)
(b) Financial instruments (continued)
The following table shows the original classification under IAS 39 and the new classification of
financial instruments under IFRS 9:

Cash
Accounts receivable and other
receivables
Loan receivable
Trade payables
Short-term loans
Due to related party

Original classification
IAS 39
Loan and receivables

New classification
IFRS 9
Amortized cost

Loan and receivables

Amortized cost

Loan and receivables
Other financial liabilities
Other financial liabilities
Other financial liabilities

Fair value through
profit or loss
Amortized cost
Amortized cost
Amortized cost

(i) Financial assets
On initial recognition, financial assets are recognized at fair value and are subsequently
classified and measured at: (i) amortized cost; (ii) fair value through other comprehensive
income (“FVOCI”); or (iii) fair value through profit or loss (“FVTPL”). The classification of
financial assets is generally based on the business model in which a financial asset is
managed and its contractual cash flow characteristics. A financial asset is measured at fair
value net of transaction costs that are directly attributable to its acquisition except for
financial assets at FVTPL where transaction costs are expensed.
All financial assets not classified and measured at amortized cost or FVOCI are measured
at FVTPL. On initial recognition of an equity instrument that is not held for trading, the
Company may irrevocably elect to present subsequent changes in the investment’s fair
value in other comprehensive income.
The Company derecognizes financial assets only when the contractual rights to cash flows
from the financial assets expire, or when it transfers the financial assets and substantially
all of the associated risks and rewards of ownership to another entity.
The classification determines the method by which the financial assets are carried on the
statement of financial position subsequent to inception and how changes in value are
recorded.
Impairment of financial assets
IFRS 9 uses the expected credit loss (“ECL”) model. The credit loss model groups
receivables based on similar credit risk characteristics and days past due in order to
estimate bad debts. The ECL model applies to the Company’s receivables.
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THE WONDERFILM MEDIA CORPORATION
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2019 and 2018

3. Significant accounting policies (continued)
(b) Financial instruments (continued)
(i) Financial assets (continued)
Impairment of financial assets (continued)
An ‘expected credit loss’ impairment model applies which requires a loss allowance to be
recognized based on expected credit losses. The estimated present value of future cash
flows associated with the asset is determined and an impairment loss is recognized for the
difference between this amount and the carrying amount as follows: the carrying amount
of the asset is reduced to estimated present value of the future cash flows associated with
the asset, discounted at the financial asset’s original effective interest rate, either directly
or through the use of an allowance account and the resulting loss is recognized in profit or
loss for the period. Financial assets and liabilities at amortized cost are initially recognized
at fair value plus or minus transaction costs, respectively, and subsequently carried at
amortized cost less any impairment.
(ii) Financial liabilities
Financial liabilities are designated as either: (i) fair value through profit or loss; or (ii) other
financial liabilities. All financial liabilities are classified and subsequently measured at
amortized cost except for financial liabilities at FVTPL. The classification determines the
method by which the financial liabilities are carried on the statement of financial position
subsequent to inception and how changes in value are recorded.
The Company derecognizes a financial liability when its contractual obligations are
discharged or cancelled, or expire. The Company also derecognizes a financial liability
when the terms of the liability are modified such that the terms and / or cash flows of the
modified instrument are substantially different, in which case a new financial liability based
on the modified terms is recognized at fair value.
Gains and losses on derecognition are generally recognized in profit or loss.
The Company retrospectively adopted IFRS 9 on July 1, 2018. The adoption had no impact
on the amounts recognized in the Company’s consolidated financial statements for the
year ended June 30, 2019.
(c) Deferred project development costs
Deferred project development costs relating to movie development that meet the criteria set
forth under IAS 38 - Intangible assets, are capitalized. These costs are reallocated to
production and distribution service expenses once the project is physically delivered to a
distributor or sales agent. The costs include the fixed service fees to the producer, the costs
of acquiring film rights to books, scripts or original screenplays, and the costs of casting.
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THE WONDERFILM MEDIA CORPORATION
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2019 and 2018

3. Significant accounting policies (continued)
(c) Deferred project development costs (continued)
The costs are tested for impairment on a title-by-title basis when there are indicators of
impairment and are written off at the earlier of the date they are determined not to be
recoverable, when projects under development are abandoned, or if there have been no active
developments within the last year.
(d) Movie production royalty assets
Movie production royalty assets represent contract rights acquired to distribute certain movie
assets. The assets related to these rights are recorded when the Company controls the asset,
the expected future economic benefits are probable, and the cost is reliably measurable. The
Company generally considers these criteria to be met and records the assets when the licensed
distribution period has begun. Distribution rights that have a finite useful life are measured at
acquisition cost less accumulated amortization and accumulated impairment losses.
Amortization is recognized in profit or loss on a 25% declining balance basis over the estimated
useful life of the distribution rights.
Movie production royalty assets are tested for impairment on a title-by-title basis if events or
changes in circumstances indicate that the carrying amount may exceed its recoverable
amount. Any shortfall between the recoverable amount from future cash flows from the
distribution rights and the carrying value is written off as an impairment expense in the period
in which the decline in value becomes evident.
(e) Impairment of non-financial assets
The Company performs impairment tests on its long-lived assets, including intangible assets,
when new events or circumstances occur, or when new information becomes available relating
to their recoverability. When the recoverable amount of each separately identifiable asset or
cash generating unit (“CGU”) is less than its carrying value, the asset or CGU’s assets are
written down to their recoverable amount with the impairment loss charged against profit or
loss. A reversal of the impairment loss in a subsequent period will be charged against profit or
loss if there is a significant reversal of the circumstances that caused the original impairment.
The impairment will be reversed up to the amount of depreciated carrying value that would
have otherwise occurred if the impairment loss had not occurred.
The CGU’s recoverable amount is evaluated using fair value less costs to sell calculations. In
calculating the recoverable amount, the Company utilizes discounted cash flow techniques to
determine fair value when it is not possible to determine fair value from active markets or a
written offer to purchase. Management calculates the discounted cash flows based upon its
best estimate of a number of economic, operating and social assumptions. Any changes in the
assumptions due to changing circumstances may affect the calculation of the recoverable
amount.
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3. Significant accounting policies (continued)
(f) Revenue Recognition
The Company recorded revenue from contracts with customers in accordance with five steps
in IFRS 15 Revenue from Contracts with Customers.
1)
2)
3)
4)

Identify the contract with customer;
Identify the performance obligations in the contract;
Determine the transaction price, which is the total consideration provided by the customer;
Allocate the transaction price among the performance obligations in the contract based on
their relative fair value; and
5) Recognize revenue when the revenue criteria are met for each performance obligation.
Production and distribution services
The Company’s main sources of revenue are derived from production packaging and the sale
of territorial rights for the distribution of films. Revenue is measured based on the consideration
specified in a contract with a customer. Revenue is recognized when the Company has
satisfied its performance obligation which generally coincides with the delivery to the customer
of the products and distribution rights in a contract. Judgement is required in determining the
timing of whether the transfer of control occurs at a point in time or over time as discussed
below.
Transaction prices may contain both fixed non-refundable guaranteed amounts, as well as
royalties, profit participations and other contractual payments with the potential to vary. Such
variable consideration is recognized as revenue when the amounts are known and it is highly
probable that a significant reversal in the amount of accumulative revenue will not occur.
The Company evaluates individual arrangements with third parties to determine whether the
Company acts as principal or agent under the terms. To the extent that the Company acts as
the principal in an arrangement, revenues are reported on a gross basis, resulting in revenues
and expenses being classified in their respective financial statement line items. To the extent
that the Company acts as the agent in an arrangement, revenues are reported on a net basis,
resulting in revenues being presented net of any expenses incurred in providing agency
services. Determining whether the Company acts as principal or agent is based on an
evaluation of which party has substantial risks and rewards of ownership under the terms of an
arrangement. The most significant factors that the Company considers include identification of
the primarily responsible for fulfilling the acceptability of the product, as well as which party has
general and inventory risk and the latitude or ability in establishing prices.
Movie rights income
Revenues are recognized based on royalties generated by the movies per the agreement.
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3. Significant accounting policies (continued)
(f) Revenue Recognition (continued)
Trading of movie rights
The Company derives revenue through the sale of its movie rights and titles to customers.
Revenues are recognized when the customer obtains control over the movie right and title to
when they can also benefit from its use. Revenue is recognized at the point in time at which
the Company has transferred and delivered all right and properties associated with the movie
title to the customer.
(g) Valuation of equity units issued in private placements
The company has adopted a residual value method with respect to the measurement of shares
and warrants issued as private placement units, whereby the carrying amount of the warrants
is determined based on any difference between gross proceeds and the estimated fair market
value of the common shares. If the proceeds from the offering are less than or equal to the
estimated fair market value of common shares issued, non-value is assigned to the warrants.
Warrants that re issued as payment to a finder or other transaction costs are accounted for as
share-based payments.
(h) Share-based payment transactions
Share-based payments to employees are measured at the fair value of the instruments issued
and amortized over the vesting periods. Share-based payments to non-employees are
measured at the fair value of goods or services received or the fair value of the equity
instruments issued, if it is determined that the fair value of the goods or services cannot be
reliably measured and are recorded at the date the goods or services are received. The
corresponding amount is recorded to the share-based payment reserve. The fair value of
options is determined using the Black-Scholes Option Pricing Model. 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.
Share-based payment transactions involving contingent performance-based requirements are
not recognized until the performance-based requirements are met or likely to be met.
(i) Loss per share
Basic loss per share is calculated using the weighted average number of shares outstanding
during the year. The Company uses the treasury stock method to compute the dilutive effect
of options, warrants and similar instruments. Under this method the dilutive effect on loss per
share is recognized based on the use of proceeds that could be obtained upon exercise of
such options, warrants and similar instruments. It assumes that the proceeds would be used
to purchase common shares at the average market price during the period. This calculation
generally produces an anti-dilutive effect for loss years and therefore basic loss per share
equals diluted loss per share.
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3. Significant accounting policies (continued)
(j) Provisions and contingencies
(i) Provisions
A provision is recognized if, as a result of a past event, the Company has a present legal
or constructive obligation that can be estimated reliably, and it is probable that an outflow
of economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The
unwinding of the discount is recognized as finance costs.
There are no provisions recorded for the Company.
(ii) Contingencies
A contingent liability is disclosed where the existence of an obligation will only be confirmed
by future events, where the amount of a present obligation cannot be measured reliably or
will likely not result in an economic outflow. Contingent assets are only disclosed when the
inflow of economic benefits is probable. As contingencies will only be resolved when one
or more future events occur or fail to occur, the assessment of contingencies inherently
involves the exercise of significant judgement and estimates of the outcome of future
events.
(k) Income taxes
(i) Current income tax
Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted, at the
reporting date, in the countries where the Company operates and generates taxable
income.
Current income tax relating to items recognized directly in other comprehensive income or
equity is recognized in other comprehensive income or equity and not in profit or loss.
Management periodically evaluates positions taken in the tax returns with respect to
situations in which applicable tax regulations are subject to interpretation and establishes
provisions where appropriate.
(ii) Deferred tax
Deferred tax is recognized on temporary differences at the reporting date arising between
the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.
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3. Significant accounting policies (continued)
(i) Deferred tax (continued)
The carrying amount of deferred tax assets is reviewed at the end of each reporting period
and recognized only to the extent that it is probable that future taxable income will be
available to allow all or part of the temporary differences to be utilized. Deferred tax assets
and liabilities are measured at the tax rates that are expected to apply to the year when the
asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted and are expected to apply by the end of the reporting
period. Deferred tax assets and deferred income tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current income tax liabilities
and the deferred taxes relate to the same taxable entity and the same taxation authority.
(l) New standards and interpretations early adopted and not yet adopted
IFRS 16 – Leases (“IFRS 16”)
IFRS 16 is required to be adopted for years beginning on or after January 1, 2019. This
standard supersedes IAS 17 – Leases (“IAS 17”) and related interpretations. This standard
introduces a single lessee accounting model and requires a lessee to recognize assets and
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of
low value. A lessee is required to recognize a right-of-use asset representing its right to use
the underlying asset and a lease liability representing its obligation to make lease payments.
This standard substantially carries forward the lessor accounting requirements of IAS 17, while
requiring enhanced disclosures to be provided by lessors.
IFRS 16 – Leases (“IFRS 16”) (continued)
The Company intends to transition to IFRS 16 using the modified retrospective approach that
will result in no restatement to prior reporting periods presented and using the option that
results in no adjustments to opening retained earnings as at July 1, 2019. The Company's does
not expect the transition to have a material impact on its consolidated financial statements.
Other new accounting standards and amendments to existing accounting standards that have
been issued but have future effective dates are either not applicable or are not expected to
have a significant impact on the Company’s financial statements.
4. Reverse take-over
The transaction (the “Transaction") was structured as a three-cornered amalgamation pursuant to
which The Wonderfilm Media Corporation, a BC private company (the “Wonderfilm Privco”),
amalgamated with a subsidiary of the Company to form an amalgamated entity (the “Amalco”).
Shortly afterwards, the Amalco amalgamated with the Company by the way of vertical
amalgamation and continued as one entity.
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4. Reverse take-over (continued)
This resulted in a reverse take-over of the Company by the shareholders of the Wonderfilm Privco.
At the time of the Transaction, the Company did not constitute a business as defined under IFRS
3; therefore, the Transaction is accounted under IFRS 2, where the difference between the
consideration given to acquire the Company and the net asset value of the Company is recorded
as a listing expense. As the Wonderfilm Privco is deemed to be the accounting acquirer for
accounting purposes, these financial statements present the historical financial information of the
Wonderfilm Privco up to the date of the Transaction.
Prior to the closing of the Transaction, the Company completed a share consolidation of its share
capital on the basis of 4 existing common share for 1 new common share of the Company.
On March 27, 2018, the Transaction closed and the Company acquired, on a one for 1.33 basis,
all issued and outstanding shares of the Wonderfilm Privco in exchange for 8,920,975 postconsolidation common shares of the Company.
The following summarizes the reverse take-over and the assets acquired and the liabilities
assumed:
Net assets acquired:
Cash
Prepaid expenses
Accounts payable & accrued liabilities

$

692,413
10,000
(277,527)
424,886

Consideration paid:
Share capital

1,333,625
67,245
6,881
(982,865)

Fair value of options assumed
Fair value of agent warrants assumed
Listing cost
$

424,886

The Company assumed 254,268 stock options exercisable at a price in a range of $0.40 per share
expiring between May 31, 2018 to May 31, 2021. The fair value of stock options was $67,245,
estimated using the Black-Scholes option pricing model with the following weighted average
assumptions:
Risk-free interest rate
Estimate life (years)
Expected volatility
Expected dividend yield

1.65%
2
100%
0%

Forfeiture rate

0%

18

THE WONDERFILM MEDIA CORPORATION
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2019 and 2018

4. Reverse take-over (continued)
The Company assumed 26,000 warrants granted to agents and exercisable at a price of $0.50 per
share expiring on March 26, 2020. The fair value of the warrants was $6,881, estimated using the
Black-Scholes option pricing model with the following assumptions:
Risk-free interest rate
Estimate life (years)
Expected volatility
Expected dividend yield

1.85%
2
100%
0%

Forfeiture rate

5.

0%

Accounts receivable and other receivables
2019
Trade receivable
Goods and services tax refund receivable
Total

$ 1,311,708
55,094
$ 1,366,802

2018
$

65,840
77,650
$ 143,490

6. Deferred project development costs
Deferred project development costs represent amounts paid for movie projects currently under the
development and pre-production stages.
2019
Opening balance
Additions (a)
Expensed to production and distribution services
Impairment
Ending balance
(a)

$ 1,371,096
4,171,469
(4,695,791)
(846,774)
$
-

2018
$
1,371,096
$1,371,096

Included in the additions is the cost associated with acquisition of the rights in and to the
original screenplays “Ten Double Zero” in the amount of $83,750. On September 24, 2018,
the Company acquired these rights with issuance of 125,000 common shares.
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7. Loans receivable
2019
Opening balance
Additions
Write-downs
Ending balance

$

Current portion
Non-current portion
Total
7(a)

$

56,384
449,452
(56,384)
449,452
449,452
449,452

2018
$

56,384
56,384

$

56,384
56,384

Producer loans receivables:
During the year ended June 30, 2018, the Company provided unsecured, non-interestbearing loans totaling $56,384 (US$43,000) to three individual producers. Repayment of the
loan was to coincide with the receipts of producer fees related to a movie project. During
the year ended June 30, 2019, the Company recorded a full write down of the loans as it
determined that collection was unlikely.

7(b)

Loan to distributor:
On November 1, 2018, the Company provided a loan of $449,452 (US$340,000) to an arm’s
length distribution company (“distributor”) as the minimum guaranteed payment to secure
certain territorial distribution rights to the film “Tammy’s Always Dying”. The loan is secured
by the territorial distribution rights of the film obtained by the distributor. The principal of the
loan plus a premium of 12.5% of the principal will be repaid using proceeds from the sales
of the film. As at June 30, 2019, the Company determines that the consideration paid on
the loan receivable approximates the fair value of the loan.

8. Movie rights inventory
2019
Movie rights held under Cypress Entertainment Inc. (Note 10)
Sea Trial (a)
Sought After (b)
Total
(a)

$

$

1
102,000
167,500
269,501

2018
$

$

-

Sea Trial:
On August 3, 2018, the Company acquired the original screenplay “Sea Trial” from an arm’s
length producer with issuance of 200,000 common shares with a fair value of $102,000.

(b)

Sought After:
On September 24, 2018, the Company acquired the original screenplay “Sought After” from
an arm’s length producer with issuance of 250,000 common shares with a fair value of
$167,500.
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9. Movie production royalty assets

Opening balance

$

Amortization
Write-down
Ending balance

$

2019
2,846,475

$

2018
3,795,300

(711,619)

(948,825)

(2,134,855)

-

1

$

2,846,475

In August 2016, the Company acquired the royalty rights to distribute 40 movie titles originally
produced from 2013 to 2016 by issuing 2,769,000 common shares with a fair value of $3,322,800.
The Company owns the right to start re-distribution of these movies titles again commencing in
2018.
In June 2017, Wonderfilm acquired certain royalty rights to distribute 7 movies titles originally
produced in 2017 by issuing 925,000 common shares with a fair value of $472,500.
As of June 30, 2019, an impairment charges of $2,134,855 was recorded for the movie production
royalty asset in which the recoverable amount of the asset as less than the carrying amount. The
impairment loss was due to change in projection of financial performance of the asset and the
recoverable amount was determined based on the present value of the estimated future royalty
income.
10. Acquisition of subsidiaries
(i) Cypress Entertainment Corp.
On August 2, 2018, Wonderfilm entered into a share purchase agreement to acquire all the
outstanding common shares of Cypress Entertainment Corp. (“Cypress”), a private arm's-length
company.
At the time of the acquisition, Cypress did not constitute a business as defined under IFRS 3;
therefore, the acquisition was accounted under IFRS 2, where the difference between the
consideration given to acquire the Company and the net asset value of the Company was recorded
as an expense.
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10. Acquisition of subsidiaries (continued)
(i) Cypress Entertainment Corp. (continued)
The transaction closed and the Company acquired all the issued and outstanding shares of
Cypress in exchange for 2,100,000 common shares and $15,000 cash consideration. The details
of the consideration paid and the assets and liabilities of Cypress assumed are as follows:
Consideration paid:
Fair value of shares issued (2,100,000 at $0.51 per share)

$

Cash

1,071,000
15,000

Total consideration paid

1,086,000

Less: Value of net asset acquired:
Movie rights

1

Loss on acquisition

$

1,085,999

(ii) Agatha Media Corp.
On November 19, 2018, Wonderfilm entered into a share purchase agreement to acquire all the
outstanding common shares of Agatha Media Corp. (“Agatha”), a private arm’s length media
company.
At the time of the acquisition, Agatha did not constitute a business as defined under IFRS 3;
therefore, the acquisition was accounted under IFRS 2, where the difference between the
consideration given to acquire the Company and the net asset value of the Company was recorded
as an acquisition expense.
The transaction closed and the Company acquired all the issued and outstanding shares of
Cypress in exchange for 6,000,000 common shares. The details of the consideration paid and the
assets and liabilities of Agatha assumed are as follows:
Consideration paid:
Fair value of shares issued (6,000,000 at $0.69 per share)

$

Total consideration paid

4,140,000
4,140,000

Less: Value of net asset acquired:
AVOD rights

1

Net assets assumed

1

Loss on acquisition

$

4,139,999

Agatha has an exclusive right to participate and receive net proceeds from advertising video on a
demand channel (“AVOD”). Due to delays and some future uncertainty as to the timing of the
revenue stream, management adjusted the fair value of the asset acquired to a nominal value.
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11. Trade payables and accrued liabilities
The amount in trade payables and accrued liabilities are comprised of the following:
2019
Trade payables
Accrued liabilities
Total

$ 1,326,377
192,000
$ 1,518,377

2018
$
$

25,869
15,000
40,869

12. Short term loans
2019
Demand loans (note 12(a))
Short-term loan (note 12(b))
Total

$

775,483
476,460
$ 1,251,943

2018
$
$

-

12(a) Demand loan:
During the year ended June 30, 2019, the Company obtained loans from two companies
controlled by the CEO. The loans are non-interest bearing, unsecured and due on demand.
12(b) Short-term loan:
During the year ended June 30, 2019, the Company obtained a short-term loan of $476,460
(US$360,000) from a company controlled by a relative of the CEO. The loan carries an
interest rate of 1% per annum and is unsecured. Repayment of the loan and interest will
coincide with receipt of producer fees from a movie project.
13. Financial instruments risk management
13(a) Fair values
The Company categorizes its financial instruments measured at fair value using a hierarchy
based on the inputs used to measure fair value. The fair value hierarchy has three levels
based on the reliability of the inputs used to determine fair value as follows:
Level 1: observable inputs such as quoted prices in active markets;
Level 2: inputs, other than quoted prices in active markets, that are observable either
directly or indirectly; and
Level 3: unobservable inputs in which there is little or no market data, which require the
reporting entity to develop its own assumptions.
The loans receivable are valued at fair value through profit and loss using the level 1 input.
The carrying amounts for cash, trade and other receivables, trade and other payables, short
term loans and due to related party approximate their fair value due to their immediate or
short-term nature.
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13. Financial instruments risk management (continued)
13(b) Financial risk management
The following provides disclosures relating to the nature and extent of the Company’s
exposure to risks arising from financial instruments, including credit risk, liquidity risk, foreign
currency risk and interest rate risk, and how the Company manages those risks.
(i)

Credit risk
Credit risk is the risk that one party to a financial instrument will cause a financial loss
for the other party by failing to discharge an obligation.
The Company’s credit risk is attributable to cash, trade and other receivables and loan
receivable. The maximum exposure to credit risk for cash, trade and other receivables
and loan receivable approximate the amount recorded on the consolidated statement
of financial position of $648,857 as at June 30, 2019 (2018 - $676,782).
The Company manages such risk by holding cash as operating bank accounts with
Canadian chartered banks with high credit ratings. Trade and other receivables are
mainly goods and services tax refunds receivable from the Canada Revenue Agency.
The loan receivable is secured by distribution rights of the movie.

(ii)

Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations
associated with its financial liabilities that are settled by delivering cash or another
financial asset. As at June 30, 2019, the Company had cash of $141,303 (2018 $476,908).
The Company has historically relied upon equity financings to satisfy its capital
requirement sand will continue to depend heavily upon equity capital to finance its
activities. The continuing operations of the Company are dependent upon its ability to
continue to raise adequate financing and to develop profitable operations in the future.
The Company has generated operating losses since inception. As disclosed in Note 1,
there can be no assurance these efforts will be successful in the future. All the
Company’s financial liabilities are subject to normal trade terms. Liquidity risk is
assessed high.

(iii) Currency risk
Currency risk is the risk that the fair value of future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates.
The Company has a significant trade receivables and payables, loan receivable and
payable denominated in US dollar. The Company’s activities also involve incurring
production costs and earning revenues denominated in US dollar.
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13. Financial instruments (continued)
13(b) Financial risk management (continued)
(iii) Currency risk (continued)
Management estimates that a 1% change in the Canadian dollar exchange rate
against the US dollar would result in a change of $13,000 on trade receivables and
payables, $5,000 on the loan balance and a $10,000 effect on net loss and
comprehensive loss.
(iv) 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 is not exposed to interest rate risk as at June 30, 2019 and 2018.
14. Share capital
14(a) Authorized share capital:
Unlimited voting, participating common shares, with no par value
14(b) Issuance of common shares
On March 26, 2018, the Company issued 999,530 common shares at $0.50 per share for
gross proceeds of $499,765.
On March 27, 2018, the Company issued 7,473,935 escrowed performance shares to
certain former shareholders of the Company, with such shares will only be released until
certain performance targets have been achieved over time (note 14(e)).
On May 28, 2018, the Company issued 87,543 common shares for gross proceeds of
$35,018 in connection with the exercise of 87,543 options. The fair value of $11,701 of these
options was re-allocated from contributed surplus to share capital.
On August 2, 2018, the Company issued 2,100,000 common shares at fair value $1,071,000
in connection with the acquisition of 100% interest in Cypress (note 10).
On August 16, 2018, the Company issued 1,134,400 common shares at $0.50 per common
share for gross proceeds of $567,200.
On August 24, 2018, the Company issued 200,000 common shares at fair value of $102,000
in connection with the acquisition of the right in and to the original screenplay “Sea Trial”
(note 8).
On September 17, 2018, the Company issued 200,000 common shares for gross proceeds
of $120,000 in connection with exercise of 200,000 stock options. The fair value of $43,567
of these options was re-allocated from contributed surplus to share capital.
On September 24, 2018, the Company issued 375,000 common shares at fair value of
$251,250 in connection with the acquisition of the right in and to the original screenplay “Ten
Double Zero” and “Sought After” (notes 6 and 8).
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14. Share capital (continued)
14(b) Issuance of common shares (continued)
On October 1, 2018, the Company issued 2,539,325 units at $0.55 per unit, for gross
proceeds of $1,396,630. Each unit consists of one common share of the Company and
one-half of a share purchase warrant. Each warrant entitles the holder to purchase one
additional common share at a price of $0.50 per warrant and expire on September 30, 2020.
The Company paid a finder’s fee of $47,498 in cash and issued 93,618 finder’s warrants at
a fair value of $11,245. Every two finder’s warrants entitle the holder to purchase one
common share at a price of $0.50 and expire on September 30, 2020. The finder warrants
are measured using the Black Scholes option pricing model with the following assumptions:
Dividend yield (Nil), expected volatility (80%), forfeiture rate (0%), risk free interest rate
(2.27%) and expected life (2 years).
On November 19, 2018, the Company issued 6,000,000 common shares at a fair value of
$4,140,000 in connection with the acquisition of 100% interest in Agatha (note 10).
On January 7, 2018, the Company issued 40,000 common shares for gross proceeds of
$26,000 in connection with exercise of 40,000 stock options. The fair value of $8,374 of
these options was re-allocated from contributed surplus to share capital.
On February 15, 2018, the Company issued 200,000 common shares at $0.55 per share
for gross proceeds of $110,000.
On April 5, 2018, the Company issued 2,391,713 units at $0.35 per unit, for gross proceeds
of $837,100. Each unit consists of one common share of the Company and one-half of a
share purchase warrant. Each warrant entitles the holder to purchase one additional
common share at a price of $0.50 per warrant and expire on April 3, 2021. The Company
estimated the fair value of the warrants of $131,544 using the residual value method. The
Company paid a finder’s fee of $26,460 in cash and issued 75,600 finder’s warrants at a fair
value of $2,626. Every two finder’s warrants entitle the holder to purchase one common
share at a price of $0.50 and expire on September 30, 2020. The finder warrants are
measured using the Black Scholes option pricing model with the following assumptions:
Dividend yield (Nil), expected volatility (80%), forfeiture rate (0%), risk free interest rate
(1.60%) and expected life (2 years).
On April 8, 2019, the Company issued 3,290,000 compensation shares in connection with
a joint venture agreement with Impossible Dream Entertainment Inc. (“IDE”). Of these
shares, 1,020,000 shares vested immediately with the remainder released based on a
performance-based escrow. The escrow is released based on a formula of one common
share for each $0.60 of revenue of the Company derived from the joint venture project. As
at June 30, 2019, the Company recorded share-based payments of $129,767 under the
assumption that there is 75% probability the 2,270,000 compensation shares will be
released.
During the year, the Company incurred share issuance costs of $106,091 (2018 - $13,000)
including legal and professional fees.
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14. Share capital (continued)
14(c) Warrants
As at June 30, 2019, the Company had the following share purchase warrants outstanding:
Number of
warrant
outstanding
26,000
1,269,663
93,618
1,195,856
75,600
2,660,737

Number of
warrants
exercisable
26,000
1,269,663
93,618
1,195,856
75,600
2,660,737

Exercise
price
$0.50
0.50
0.50
0.50
0.50
$0.50

Expiry date
March 23, 2020
September 30, 2020
September 30, 2020
April 3, 2021
April 3, 2021

Weighted
average life
(years)
0.75
1.33
1.33
1.75
1.75
1.50

The warrants activity is as follows:

Balance, at beginning of period
Issued
Balance, at end of period
Balance exercisable, at end of period

Year ended June 30,
2019
Weighted
average
Number of
exercise
warrants
price
26,000 $
0.50
2,634,737 $
0.50
2,660,737 $
0.50
2,660,737 $
0.50

Year ended June 30,
2018
Weighted
average
Number of
exercise
warrants
price
- $
26,000
0.50
26,000 $
0.50
26,000 $
0.50

14(d) Stock option
The Company has adopted an incentive stock option plan in accordance with the policies of
the Exchange (the “Stock Option Plan”) which provides that the Board of Directors of the
Corporation may from time to time, in its discretion, grant to directors, officers, employees
and consultants of the Corporation nontransferable options to purchase common shares,
provided that the number of common shares reserved for issuance under the Stock Option
Plan shall not exceed ten percent (10%) of the issued and outstanding common shares. The
options are exercisable for the period of up to ten (10) years. In addition, the number of
common shares reserved for issuance to any one person shall not exceed five percent (5%)
of the issued and outstanding common shares and the number of common shares reserved
for issuance to any one consultant will not exceed two percent (2%) of the issued and
outstanding common shares. The Board of Directors determines the price per common
share and the number of common shares, which may be allocated to each director, officer,
employee and consultant and all other terms and conditions of the option, subject to the
rules of the Exchange.
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14. Share capital (continued)
14(d) Stock option (continued)
As at June 30, 2019 and 2018, the Company had the following stock options outstanding:
Number of
options
outstanding
62,520
1,110,000
200,000
25,000
300,000
100,000
1,797,520

Number of options
exercisable
62,520
1,110,000
200,000
25,000
300,000
100,000
1,797,520

Exercise
price
$0.40
0.60
0.60
0.58
0.35
0.35
$0.54

Expiry date
January 21, 2021
August 27, 2019
December 9, 2019
January 3, 2020
April 4, 2020
April 23, 2020

Weighted
average life
(years)
1.60
0.20
0.40
0.50
0.75
0.80
0.40

The stock option activities are as follows:

Balance, at beginning of year
Granted
Exercised
Forfeited
Balance, at end of year
Balance exercisable, at end of
year

Number of
options
166,725

2019
Weighted
average
exercise
price
$
0.40

Number of
options
166,725

2018
Weighted
average
exercise
price
$
0.40

1,975,000
(240,000)
(104,205)
1,797,520

$

0.55
0.61
0.40
0.54

166,725

$

0.40

1,797,520

$

0.54

166,725

$

0.40

On August 27, 2018, the Company granted, to certain directors, management and
consultants, options to purchase 1,310,000 common shares. The options are exercisable at
a price of $0.60 per share for 12 months from the date of issuance and vested immediately.
The Company estimated the fair value of the options of $285,362 using the Black-Scholes
options pricing model based on the following assumptions: Dividend yield (Nil), expected
volatility (96%), forfeiture rate (0%), risk free interest rate (2.11%) and expected life (1 year).
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14. Share capital (continued)
14(d) Stock Option Plan (continued)
On December 9, 2018, the Company granted, to two consultants, options to purchase
240,000 common shares. The options are exercisable at a price between $0.60 and $0.65
per share for 12 months from the date of issuance and vested immediately. The Company
estimated the fair value of the options of $53,269 using the Black-Scholes options pricing
model based on the following assumptions: Dividend yield (Nil), expected volatility (95%),
forfeiture rate (0%), risk free interest rate (1.98%) and expected life (1 year).
On January 4, 2019, the Company granted, to a consultant, options to purchase 25,000
common shares. The options are exercisable at a price between $0.58 per share for 12
months from the date of issuance and vested immediately. The Company estimated the fair
value of the options of $5,069 using the Black-Scholes options pricing model based on the
following assumptions: Dividend yield (Nil), expected volatility (95%), forfeiture rate (0%),
risk free interest rate (1.83%) and expected life (1 year).
On April 3, 2019, the Company granted, to consultants, options to purchase 300,000
common shares. The options are exercisable at a price between $0.35 per share for 12
months from the date of issuance and vested immediately. The Company estimated the fair
value of the options of $23,787 using the Black-Scholes options pricing model based on the
following assumptions: Dividend yield (Nil), expected volatility (95%), forfeiture rate (0%),
risk free interest rate (1.61%) and expected life (1 year).
On April 24, 2019, the Company granted, to a director, options to purchase 100,000
common shares. The options are exercisable at a price between $0.35 per share for 12
months from the date of issuance and vested immediately. The Company estimated the fair
value of the options of $5,964 using the Black-Scholes options pricing model based on the
following assumptions: Dividend yield (Nil), expected volatility (95%), forfeiture rate (0%),
risk free interest rate (1.61%) and expected life (1 year).
14(e) Performance based escrow shares
On March 27, 2018, the Company issued 7,473,935 escrowed performance shares to
certain former shareholders of Wonderfilm. The performance shares are released based on
the Company’s annual audited Earnings before Interest and Taxes (“EBIT”) divided by a
deemed value of $0.50 per common share. The measurement date for the performance
shares release are on June 30, 2018, 2019 and 2020. Any remaining escrowed
performance shares not attained by June 30, 2020 shall expire and be cancelled by the
Company.
For the year ended June 30, 2019 and 2018, the Company has not recorded a share-based
compensation on the escrowed performance shares as management has determined that
it is not probable that any shares will be issued.
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15. Related party transactions
Key management personnel include those persons having authority and responsibility for planning,
directing and controlling the activities of the Company as a whole. The Company has determined
that key management personnel consist of members of the Company's Board of Directors and
corporate officers. The remuneration of directors and key management personnel during the years
ended June 30, 2019 and 2018 was as follows:
2019
Management fees
Share-based compensation

$
$

183,705
149,734
333,439

2018
$
$

21,142
20,829
41,971

Related parties include shareholders with a significant ownership interest in the Company and the
Company’s CEO, Kirk Shaw. The transactions are in the normal course of operations and have
been valued in these consolidated financial statements at the exchange amount, which is the
amount of consideration established and agreed to by the related parties. Transactions with related
parties during the years ended June 30, 2019 and 2018 was as follows:
2019
Revenue
Production and distribution services
Movie right income

$

Cost of sales and operating expenses
Production and distribution services
Advertising and promotion
Office expenses
Professional fees
$

1,152,943
30,873
1,183,816

821,616
855,615
196,218
1,873,449

2018
$
$

944,600
944,600

$

317,007
353,993
104,218
775,218

Balances with related parties as at June 30, 2019 and 2018 was as follows:
2019
Deferred project development costs
Trade payables and accrued liabilities
Due to related party
Short-term loans (note 12(a))

$

$

30

102,000
24,794
775,483
902,277

2018
$

$

994,222
55,863
1,050,085
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16. Income taxes
Income taxes attributable to the loss for the year in these financial statements differ from amounts
computed by applying the Canadian federal and provincial statutory rate of 27% (2018 - 27%) as
follows:
2018
Restated
(Note 20)

2019
Loss before income taxes
Expected tax recovery
Adjustment for change of tax rate applied
Non-deductible and deductible permanent differences
Temporary differences
Other
Income tax

$ (12,742,753)

$ (2,471,484)

(3,440,543)
841,378
2,726,586
(127,421)
$
-

(667,301)
(265)
663,401
4,165
-

$

At June 30, 2019, the Company has non-capital losses carried forward for tax purposes, which are
available to reduce taxable income in future years in Canada of $5,996,577 (2018 - $1,785,092
(restated)). These losses will expire between 2034 to 2039.
At June 30, 2019, the Company has capital losses carried forward for tax purposes, which are
available to reduce taxable income in future years in Canada of $5,211,000 (2018 - $nil). These
losses will expire in 2039.
The following table summarizes the movement of the Company’s deferred income tax assets.
2018
Restated
(Note 20)

2019
Deferred tax assets
Non-capital losses and capital loss carried forward
Intangible properties
Less: Valuation allowance
Net deferred tax assets

31

$

2,369,421
1,024,731
(3,394,152)

$

411,383
256,183
(667,566)

$

-

$

-
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17. Commitments
The Company is obligated to pay producer fees on certain movie scripts acquired during the year
which are based on the percentage of the production budget. The movies are currently under
development and production budgets have not yet been determined. Management is unable to
estimate the amounts to be paid under these agreements for movie project that have not yet been
put into production, however, such amounts are not expected to be significant.
18. Cash flow supplementary disclosure of non-cash transactions
2019

2018

Acquisition of Agatha with share issuance (note 10)
$
Acquisition of Cypress with share issuance (note 10)
Acquisition of movie rights with share issuance (note 6,8)

4,140,000
1,071,000
353,250

$

-

$

5,564,250

$

-

19. Capital management:
Since inception, the Company’s objective in managing capital is to ensure sufficient liquidity to
finance its research and development activities and general and administrative expenses. The
Company is not exposed to external requirements by regulatory agencies or third parties regarding
its capital.
During the year, the Company received additional capital through private equity financing and shortterm loans. To maintain or adjust the capital structure, the Company may attempt to issue new
shares or issue new debt.
The Company’s capital resources are determined by the status of the Company’s projects and its
ability to compete for investor support.
20. Restatement of the financial statements
During the year ended June 30, 2019, an error was found in the June 30, 2018 financial statements
whereby revenue for two productions should have been recorded as deferred revenue instead of
revenue in the amount of $1,120,454. The error resulted in an understatement of liabilities and a
corresponding overstatement of revenue, loss and net comprehensive loss recognized in the prior
financial year.
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20. Restatement of the financial statements (continued)
The error has been corrected by restating each of the affected financial statement line items for the
prior periods as follows:
Consolidated Statement of Financial Position (extract)

Trade payables and accrued liabilities $
Income tax payable
Due to related party
Deferred revenue
Subscription deposit
Total liabilities
Share capital
Obligations to issue shares
Contributed surplus
Accumulated deficit
Total equity

$

June 30, 2018
40,869
23,877
32,054
490,000
586,800
5,668,387
62,425
(1,403,884)
4,326,928

Increase /
(Decrease)
- $
(23,877)
1,120,454
(490,000)
606,577

June 30, 2018
(restated)
40,869
32,054
1,120,454
1,193,377

490,000
(1,096,577)
$
(606,577) $

5,668,387
490,000
62,425
(2,500,461)
3,720,351

$

Consolidated Statement of Loss and Comprehensive Loss (extract)

Production and distribution services

June 30, 2018
$
2,658,798

Increase /
(Decrease)
$ (1,120,454)

$

June 30, 2018
(restated)
1,538,344

Current income tax expense
Net loss and comprehensive loss

$

23,877
(1,374,907)

(23,877)
(1,096,577)

$

(2,471,484)

Loss per share

$

(0.13)

(0.11)

$

(0.24)
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20. Restatement of the financial statements (continued)
Consolidated Statement of Cash Flows (extract)

Operations:
Loss for the year
$
Items not involving cash:
Listing costs
Changes in non-cash operating working
capital:
Deferred revenue
Income tax payable
Cash used in operating activities

June 30, 2018

Increase /
(Decrease)

(1,374,907)

$ (1,096,577)

982,865

(267,527)

715,338

23,877

1,120,454
(23,877)

1,120,454
-

(1,004,791)

(267,527)

(1,272,318)

10,000
692,413
(277,527)

(10,000)
277,527

692,413
-

Investing
Other assets received on acquisition
Cash received on acquisition
Liabilities assumed on acquisition
Cash used in investing activities

$

424,886

$

267,527

June 30, 2018
(restated)
$

$

(2,471,484)

692,413

21. Comparative figures
Certain comparative figures have been reclassified to conform to current year’s presentation
22. Contingencies
In December 2019, litigation was commenced against the Company by the Movie Studio Inc.(“MS”)
in the Circuit Court of the 17th Judicial Circuit, Broward County, Florida, claiming breach of
agreement and interference with MS business affiliate. The Company has been advised by their
legal counsel that the litigation is frivolous and completely without merit.
23. Subsequent Events
On September 9, 2019, Wonderfilm closed a non-brokered private placement, issuing nontransferable, unsecured convertible debentures in the aggregate principal amount of $1,000,000.
The Debentures are convertible as set forth below into common of the Company at a conversion
price of $0.17 per share. The Debentures mature 3 years from the date of the closing of the
financing and bear interest at the rate of 8% per annum, payable quarterly. If the Company's
common shares trade on the Exchange at a volume weighted average price of $0.40 or more for
forty-five (45) consecutive trading days, the Company will have the right (but not the obligation) at
any time thereafter during the remaining term of the debentures to cause each debenture to be
convertible into that number of shares computed on the basis of the principal amount of the
debenture plus accrued but unpaid interest divided by the conversion price.
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23. Subsequent Events (continued)
On July 16, 2019, Wonderfilm acquired 50.1% ownership in the joint venture named “Wonderfilm
Global Sales Limited”. Pursuant to the terms of the agreement, 2,000,000 common shares with a
deemed price of $0.25 per share were issued to five arm’s length parties to the joint venture
agreement and an additional 2,000,000 common shares are to be issued on a performance
milestone of achieving $1,000,000 in audited EBITDA.
On September 16, 2019, Wonderfilm granted incentive stock options to the directors of the Company
and the incoming CFO (starting November 1, 2019) to acquire an aggregate of 900,000 common
shares of the Company with an exercise price of $0.20 per share expiring September 12, 2020. In
addition, the Board of Directors has authorized the granting of incentive stock options to various
consultants of the Company to acquire an aggregate of 1,425,000 common shares of the Company
with an exercise price of $0.20 per share expiring September 12, 2020.
On November 1, 2019, the board of directors approved the cancellation of 104,205 stock options
previously granted to former directors of the Company.
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