Consolidated Financial Statements
(Expressed in Canadian Dollars)

APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Years ended June 30, 2020 and 2019

INDEPENDENT AUDITOR'S REPORT
To the Shareholders of Appreciated Media Holdings Inc. (formerly The Wonderfilm Media Corporation)
Opinion
We have audited the consolidated financial statements of Appreciated Media Holdings Inc. (the “Company”), which
comprise the consolidated statements of financial position as at June 30, 2020 and 2019, and the consolidated statements
of loss and comprehensive loss, changes in shareholders’ deficiency (equity) and cash flows for the years 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, 2020 and 2019, and its financial performance and its cash flows for the years then ended in
accordance with International Financial Reporting Standards.
Basis for Opinion
We conducted our 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 24 to the financial statements, which explains that certain comparative information for the year
ended June 30, 2019 has been restated. Our opinion is not modified in respect of this matter.
Other Information
Management is responsible for the other information. The other information comprises the information included in
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. We obtained Management’s Discussion
and Analysis prior to the date of this auditor’s report. 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.
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.
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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 17, 2021
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APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Consolidated Statements of Financial Position
(Expressed in Canadian dollars)
As at June 30, 2020 and 2019
2019
Restated
(Note 24)

2020

Assets
Cash
Accounts receivable and other receivables (note 4)
Prepaid expenses
Loans receivable (note 6)
Movie rights inventory (note 7)
AVOD rights (note 9)
Movie production royalty asset (note 8)
Equipment (note 10)
Right of use assets (note 11)
Total assets

$

3,749
48,265
29,919
81,933
3
1
1
130,603
297,184
509,725

$

$

141,303
1,366,802
1,508,105
785,952
269,501
1
1
2,563,560

$

Liabilities and Shareholders’ Equity
Trade payables and accrued liabilities (note 12)
Short term loans (note 13)
Due to related party (note 18)
Lease liabilities (note 15)

$

1,221,790
842,654
1,371,623
146,854
3,582,921

Convertible debenture (note 14)
Lease liabilities (note 15)

736,688
186,276
4,505,885

Shareholders’ equity:
Share capital (note 17)
Share subscription deposit (note 17)
Contributed surplus
Accumulated other comprehensive income
Accumulated deficit
Equity attributable to shareholders of the Company
Non-controlling interests (note 23)
Total shareholders’ equity
Total liabilities and shareholders’ equity

$

15,236,532
91,000
871,632
1,119
(19,979,791)
(3,779,508)
(216,652)
(3,996,160)
509,725

$

1,518,377
1,606,918
24,793
3,150,088
3,150,088

14,145,811
529,350
(15,261,689)
(586,528)
(586,528)
$ 2,563,560

Corporate information and going concern (note 1)
Subsequent events (note 25)
See accompanying notes to consolidated financial statements.
Approved:
“Larry Howard”

Director

“Robert Price”
1

Director

APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)

Consolidated Statements of loss and Comprehensive Loss
(Expressed in Canadian dollars)
Year ended June 30,
2019
Restated
(Note 24)

2020
Revenue
Production and distribution services (note 18)
Movie right income (note 18)

$

-

Cost of sales:
Production and distribution services (note 18)
Gross loss
Expenses:
Advertising and promotion
Amortization and depreciation (notes 8, 10 and 11)
Bad debt
General administration expenses
Management fees (note 18)
Professional fees (note 18)
Share-based compensation (notes 17 and 18)
Travel costs
Other income (expense)
Foreign exchange
Gain on settlement of debt (note 17)
Impairment of deferred development costs (note 5)
Impairment of movie rights (notes 7 and 8)
Impairment of right of use asset (note 11)
Financing costs (notes 13, 14 and 15)
Loss on loans receivable (note 6)
Loss on acquisitions (note 9)
Transaction expense (note 17)
Net loss

$

Other comprehensive income
Foreign currency translation adjustment

-

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

-

7,107,420
(349,744)

1,120,459
53,307
410,321
122,500
1,039,313
102,974
103,755
2,952,629

1,474,876
711,619
125,118
270,469
152,500
723,353
503,218
208,886
4,170,039

85,810
30,000
(269,498)
(71,102)
(354,359)
(618,216)
(400,874)
(385,000)

(5,410)
(846,774)
(2,134,855)
(28,408)
(5,225,998)
-

(4,935,868) $

(12,761,228)

2,233

Comprehensive loss

$

Net loss attributable to:
Parent
Non-controlling interests

Loss per share – basic and diluted attributable to parent
Weighted average number of shares outstanding
– basic and diluted

(12,761,228)

$

(4,718,102) $
(217,766)
(4,935,868) $

(12,761,228)
(12,761,228)

$
$
$

(4,716,983) $
(216,652)
(4,933,635) $

(12,761,228)
(12,761,228)

$

(0.10) $

(0.42)

See accompanying notes to consolidated financial statements.
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-

(4,933,635) $

$

Comprehensive loss attributable to:
Parent
Non-controlling interests

$

47,083,638

30,623,693

APPRECIATED MEDIA HOLDINGS INC.

(formerly The Wonderfilm Media Corporation)

Consolidated Statement of Changes in Shareholders’ Deficiency (Equity)
(Expressed in Canadian dollars)

Number of
shares
Balance June 30, 2018
Issuance of common shares (note 17)
Issuance of common shares and warrants (note 17)
Exercise of stock options (note 17)
Acquisition of Agatha Media Corp. (note 9)
Acquisition of Cypress Media Corp. (note 9)
Acquisition of movie rights (note 6 and 8)
Issuance of compensation shares (note 17)
Share-based payments (note 17)
Loss for the year (Restated)
Balance June 30, 2019 (Restated)
Acquisition of Wonderfilm Global Sales (note 9)
Issuance of convertible debenture (note 14)
Partial conversion of convertible debenture (note 14)
Share subscription received
Acquisition of Appreciated Entertainment assets - music rights
Issuance of shares-for-debt and interest
Stock-based compensation
Other comprehensive income
Loss for the year
Balance June 30, 2020

20,149,233

Share capital

Obligations to
issue shares

$

$

5,668,387

Contributed
surplus

490,000

$

62,425

Accumulated other
comprehensive
income

$

-

Equity
attributable to
parent

Accumulated
deficit
$

(2,500,461)

$

3,720,351

Non-Controlling
Interest

$

-

Total
$

3,720,351

1,334,400

677,200

(490,000)

-

-

-

187,200

-

187,200

4,931,038

1,908,266

-

145,415

-

-

2,053,681

-

2,053,681

240,000

197,941

-

(51,941)

-

-

146,000

-

146,000

6,000,000

4,140,000

-

-

-

-

4,140,000

-

4,140,000

2,100,000

1,071,000

-

-

-

-

1,071,000

-

1,071,000

575,000

353,250

-

-

-

-

353,250

-

353,250

3,290,000

129,767

-

-

-

-

129,767

-

129,767

-

-

-

373,451

-

-

373,451

-

373,451

-

-

-

-

-

(12,761,228)

(12,761,228)

-

(12,761,228)

38,619,671

$ 14,145,811

2,000,000

390,000

-

-

-

-

390,000

-

390,000

-

-

-

265,898

-

-

265,898

-

265,898

588,235

104,376

-

(26,590)

-

-

77,786

-

77,786

-

-

91,000

-

-

-

91,000

-

91,000

4,250,000

385,000

-

-

-

-

385,000

-

385,000

1,625,732

211,345

-

-

-

-

211,345

-

211,345

-

-

-

102,974

-

-

102,974

-

102,974

-

-

-

-

1,119

-

1,119

1,114

2,233

47,083,638

$ 15,236,532

$

$

-

$

91,000

$

See accompanying notes to consolidated financial statements.
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529,350

871,632

$

$

-

1,119

$

$

(15,261,689)

(4,718,102)
(19,979,791)

$

$

(586,528)

(4,718,102)
3,779,508

$

$

-

(217,766)
(216,652)

$

$

(586,528)

(4,935,868)
(3,996,160)

APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Consolidated Statements of Cash Flows
(Expressed in Canadian dollars)
Year ended June 30,
2020

2019
Restated
(Note 24)

$ (4,935,868)

$ (12,761,228)

53,307
22,754
269,498
71,102
354,359
400,874
618,216
102,974
385,000

711,619
125,118
(9,933)
2,134,855
457,146
28,408
5,225,998
503,218
-

1,567,162
(29,919)
(516,310)
(1,636,851)

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

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

(103,668)
1,319,821
478,424
91,000
1,785,577

146,000
(7,260)
1,588,443
2,240,881
3,968,064

Investing:
Cash (paid) received on acquisition
Loan advances to movie distributors
Purchase of equipment
Cash used in investing activities
Change in cash

(281,716)
(4,564)
(286,280)
(137,554)

(15,000)
(785,952)
(800,952)
(335,605)

141,303
3,749

476,908
141,303

Cash (used in) provided by:
Operations:
Loss for the year
Items not involving cash:
Amortization
Bad debt
Foreign exchange
Impairment of movie rights
Impairment on deferred development costs
Impairment of right-of-use asset
Interest expense
Loss on acquisition
Loss on notes receivable
Share-based compensation
Transaction expense
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

Cash, beginning of year
Cash, end of year

$

$

Supplementary note disclosure of non-cash investing and financing transactions (note 21)
See accompanying notes to consolidated financial statements.
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APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2020 and 2019

1. Corporate information and going concern
Appreciated Media Holdings Inc. (“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-for- television movies for
global business to business distribution. On April 1, 2020, the Company changed its name from
The Wonderfilm Media Corporation to Appreciated Media Holdings Inc.
The Company’s head office and registered records office is located at 1800-510 West Georgia
Street, Vancouver, British Columbia V6B 0M3. The Company’s common shares are listed under the
symbol of “AMH” on the TSX Venture 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 17, 2021.
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APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2020 and 2019

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.
The Company 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 the Company and are deconsolidated from the date that control ceases. All
intercompany transactions, balances, income and expenses are eliminated upon consolidation.

Entity

Country of
incorporation

Agatha Media Corp.
Cypress Entertainment Corp.
Appreciated Media Global Limited

Canada
Canada
British Virgin Islands

Percentage owned
June 30,
June 30,
2020
2019
100%
100%
50.1%

100%
100%
0%

(d) Functional and presentation currency
These consolidated financial statements are presented in Canadian dollars, which is the
functional currency of the Company and its subsidiaries Agathe Media Corp. and Cypress
Entertainment Corp. The functional currency of Appreciated Media Global Limited is the Pound
Sterling. 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;
8

APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2020 and 2019
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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APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2020 and 2019

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.
(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

Financial Instruments are accounted for in accordance with 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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APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2020 and 2019

3. Significant accounting policies (continued)
(b) Financial instruments (continued)
The following table shows the classification under IFRS 9:
Financial assets/liabilities
Cash
Accounts receivable and other receivables
Loans receivable
Trade payables
Convertible debentures
Short-term loans
Due to related party

Classification
Amortized cost
Amortized cost
Fair value through profit or loss
Amortized cost
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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APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2020 and 2019

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.
(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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APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2020 and 2019

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) Equipment and right-of-use assets
Equipment and right-of-use assets are stated at cost less accumulated depreciation. The cost
of repairs and maintenance is expensed as incurred. Depreciation is provided on the straightline method over the estimated useful lives of the assets. Upon sale or other disposition of a
depreciable asset, cost and accumulated depreciation are removed from property and
equipment and any gain or loss is reflected as a gain or loss from operations.
The estimated useful lives are:
Office furniture
Computer hardware
Right-of-use assets

5 years
3 years
Lease terms
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3. Significant accounting policies (continued)
(f) 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.
(g) 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.
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3. Significant accounting policies (continued)
(g) Revenue Recognition (continued)
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.
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.
(h) 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.
(i) 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.
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3. Significant accounting policies (continued)
(j) 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.
(k) 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.
(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.
(l) Income taxes
(iii) 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.
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3. Significant accounting policies (continued)
(iv) 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.
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.
(m) Leases
Effective July 1, 2019, the Company adopted IFRS 16. The standard supersedes IAS 17
Leases, International Financial Reporting Interpretations Committee (“IFRIC”) 4, Determining
Whether An Arrangement Contains a Lease, and related interpretations. IFRS 16 requires the
recognition of a right-of-use asset (“ROU asset”) and lease obligation on the statement of
financial position for most leases, where the Company is acting as a lessee. For lessees
applying IFRS 16, the dual classification model of leases as either operating or finance leases
no longer exists, treating all leases as finance leases.
On initial adoption
The Company has elected to apply IFRS 16 using a modified retrospective approach which
does not require the restatement of prior period financial information. Modified retrospective
application recognizes the cumulative effect of IFRS 16 as an adjustment to the opening deficit
at January 1, 2019 and applies the standard prospectively.
At July 1, 2019, the Company applied the following optional exemptions permitted under the
standard:
- Leases whose terms end within 12 months of initial adoption have been recognized as shortterm leases.
- Certain leases having similar characteristics are measured on transition as a portfolio by
applying a single discount rate.
- Initial measurements of the ROU assets have excluded initial direct costs where applicable.
- On transition to IFRS 16, the Company elected to measure the right-of-use assets at the
amount equal to the lease liabilities. As at July 1, 2019, the Company had no contracts that
met the definition of a lease under IFRS 16 and recognized $nil in ROU assets and lease
liabilities.
Ongoing recognition and measurement
At inception of a contract, the Company assesses whether the contract is, or contains, a lease.
A contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration.
17

APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2020 and 2019

3. Significant accounting policies (continued)
(m) Leases (continued)
The Company recognizes a lease liability and a right-of-use asset at the lease commencement
date. The lease liability is initially measured as the present value of future lease payments
discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company’s applicable incremental borrowing rate. The incremental borrowing
rate is the rate which the Company would have to pay to borrow, over a similar term and with
a similar security, the funds necessary to obtain an asset of similar value to the right-of-use
asset in a similar economic environment.
Lease payments included in the measurement of the lease liability comprise the following:
- fixed payments, including in-substance fixed payments, less any lease incentives
receivable;
- variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date;
- amounts expected to be payable by the Company under residual value guarantees;
- the exercise price of a purchase option if the Company is reasonably certain to exercise
that option; and
- payments of penalties for terminating the lease, if the Company expects to exercise an
option to terminate the lease.
The lease liability is subsequently measured by:
- increasing the carrying amount to reflect interest on the lease liability;
- reducing the carrying amount to reflect the lease payments made; and
- remeasuring the carrying amount to reflect any reassessment or lease modifications.
The lease liability is remeasured when there is a change in future lease payments arising from
a change in an index or rate, if there is a change in the Company’s estimate of the amount
expected to be payable under a residual value guarantee, or if the Company changes its
assessment of whether it will exercise a purchase, extension or termination option.
(n) Convertible debentures
The component parts of convertible debentures (e.g., debt issued with a conversion feature)
issued by the Company are classified separately as financial liabilities and equity in accordance
with the substance of the contractual arrangements and the definitions of a financial liability
and an equity instrument. A conversion option that will be settled by the exchange of a fixed
number of the Company’s own equity instruments is an equity instrument.
At the date of issue, the fair value of the liability component is estimated using the prevailing
market interest rate for similar debt without conversion features. This amount is recorded as a
liability on the amortized cost basis using the effective interest method until extinguished or at
the instrument’s maturity date.
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3. Significant accounting policies (continued)
(n) Convertible debentures (continued)
The conversion features classified as equity are determined by deducting the amount of the
liability component from the fair value of the instrument as a whole. This is recognized and
included in equity, net of income tax effects, and is not subsequently remeasured. In addition,
conversion feature classified as equity will remain in equity until the conversion option is
exercised, in which case the balance recognized in equity will be transferred to common shares
within equity. When the conversion feature remains unexercised at their maturity date, the
balance recognized in equity will be transferred to retained earnings or deficit. No gain or loss
is recognized in profit or loss upon conversion.
4. Accounts receivable and other receivables
Trade receivable
Goods and service tax refund
Expensed to production and distribution services

$
$

2020
48,265
48,265

2019
$ 1,311,708
55,094
$ 1,366,802

During the year ended June 30, 2020, the Company assigned accounts receivable of $1,308,700 and
corresponding accounts payable $1,308,700 to a company controlled by a former director.
5. Deferred project development costs
Deferred project development costs represent amounts paid for movie projects currently under the
development and pre-production stages.

Opening balance
Additions
Expensed to production and distribution services
Impairment
Ending balance

$

$

2020
-

2019
$ 1,371,096
4,171,469
(4,695,791)
(846,774)
$
-

6. Loans receivable
2020
Opening balance
Additions
Write-downs
Assigned
Ending balance

$

785,952
1,387,413
(618,216)
(1,555,149)
$
-

2019
$

$

56,384
785,952
(56,384)
785,952

During the year ended June 30, 2020 the Company, provided production loans of $114,291 (2019 $336,500) to the film 10 Double Zero. At June 30, 2020, the Company recorded a full write down of
$450,791 on the loans as it determined that collection was unlikely as production of 10 Double Zero
had ceased.
During the year ended June 30, 2020, the Company provided production loans of $167,425 to the film
“Disquiet”. During the year ended June 30, 2020, the Company recorded a full write down of $167,425
on the loan as it determined that collection was unlikely as production of Disquiet had ceased.
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6. Loans receivable (continued)
During the year ended June 30, 2019, the Company provided a loan of $449,452 (US$340,000) to a
distribution company as the minimum guaranteed payment to secure certain territorial distribution
rights to the film “Tammy’s Always Dying”. During the year ended June 30, 2020, the loan receivable
and corresponding liability of $449,452 was assigned to a Company controlled by the former CEO.
During the year ended June 30, 2020, the Company provided a loan of $554,540 (US$425,000) to a
distribution company as the minimum guaranteed payment to secure certain territorial distribution
rights to the film “The Call”. During the year ended June 30, 2020, the loan receivable and
corresponding liability of $554,540 was assigned to a Company controlled by the former CEO.
During the year ended June 30, 2020, the Company provided a loan of $474,552 to a distribution
company. During the year ended June 30, 2020, the loan receivable and corresponding liability of
$474,552 was assigned to a Company controlled by the former CEO.
During the year ended June 30, 2020, the Company provided a loan of $35,847 (US$27,000) to a
distribution company with an additional amount of $40,758 (US$30,000) loaned subsequent to June
30, 2020 which is included in trade payable and accrued liabilities. During the year ended June 30,
2020, the loan receivable and corresponding liability of $76,605 (US$57,000) was assigned to a
Company controlled by the former CEO.
7. Movie rights inventory

2020

Movie rights held under Cypress Entertainment Inc. (Note 9)
Sea Trial (a)
Sought After (b)
Total
(a)

$
$

1 $
1

1

3 $

2019
1
102,000
167,500
269,501

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.
During the year ended June 30, 2020, the Company recorded a write down of $101,999 on
the movie rights as it determined that there was no merit in continuing with the production.

(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. During the year ended June 30, 2020, the Company recorded a write down of
$167,499 on the movie rights as it determined that there was no merit in continuing with the
production.
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8. Movie production royalty assets

Opening balance
Amortization
Write-down
Ending balance

$

$

2020
1
1

$

$

2019
2,846,475
(711,619)
(2,134,855)
1

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.
9. Acquisition of subsidiaries
(i) Cypress Entertainment Corp.
On August 2, 2018, the Company 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.
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
Less: Value of net asset acquired:

1,086,000

Movie rights

1

Loss on acquisition

$ 1,085,999

21

APPRECIATED MEDIA HOLDINGS INC.
(formerly The Wonderfilm Media Corporation)
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars)
Years ended June 30, 2020 and 2019

9. Acquisition of subsidiaries (continued)
(ii) Agatha Media Corp.
On November 19, 2018, the Company 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.
(iii) Appreciated Global Media Limited
On July 17, 2019, the Company acquired 50.1% of the shares of a British Virgin Isles company
“Wonderfilm Global Sales Limited” (“WGSL”). On April 1, 2020, WGSL changed its name to
“Appreciated Media Global Limited”.
At the time of the acquisition, WGSL 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.
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(iii) Appreciated Global Media Limited (continued)
The details of the consideration paid and the assets and liabilities of WGSL assumed are as follows:
Consideration paid:
Fair value of shares issued (2,000,000 at $0.195 per share)

$ 390,000

Fair value of contingent shares(i)

-

Total consideration paid

390,000

Less: Value of net asset acquired:
Receivables
Accounts payable
Deferred revenue

248,625
(11,036)
(248,463)

Net liabilities assumed

(10,874)

Loss on acquisition

$ 400,874

(i) Pursuant to the acquisition the Company will issue an additional 2,000,000 common shares if
WGSL achieves $1,000,000 in EBITDA within three years of the acquisition. On the acquisition
date, management determined that the performance milestones were unlikely to be met and
assigned $nil value to the contingent shares.
10. Equipment
Cost
Balance, July 1, 2018 and June 30, 2019
Additions
Balance, June 30, 2020

$
$

Office
furniture
119,932
119,932

Accumulated depreciation
Balance, July 1, 2018 and June 30, 2019
Depreciation
Balance, June 30, 2020

$

1,999
1,999

Net book Value
Balance, June 30, 2019
Balance, June 30, 2020

$
$

117,933

$

23

Computer
hardware
$
13,032
$
13,032

Total
$

$

$

$

362
362,

$

2,361
2,361

$
$

12,670

$
$

130,603

$

132,964
132,964
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11. Right-of-use assets
Office leases

Cost
Balance, July 1, 2019 (adoption)
Additions
Impairment of ROU asset
Balance, June 30, 2020

$

Accumulated depreciation
Balance, July 1, 2019 (adoption)
Charge for the year
Impairment of ROU asset
Balance, June 30, 2020

419,232
(102,387)
316,845

$

50,946
(31,285)
$ 19,661

Net book Value, June 30, 2020

$ 297,184

At June 30, 2020, the Company determined that one of its right-of-use assets relating to one of its
office leases had been impaired as the office lease was no longer in use. The Company recorded an
impairment expense of $71,102 to write-off the remaining carrying value of the office lease.
12. Trade payables and accrued liabilities
The amount in trade payables and accrued liabilities are comprised of the following:
2020
Trade payables
Accrued liabilities
Total

$
$

1,007,298
214,492
1,221,790

2019
$

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

$

13. Short term loans
2020
$ 1,606,918
478,424
211,018
(1,000,000)
(449,452)
(27,008)
22,754
$
842,654

Opening balance
Additions
Financing costs
Converted to convertible debentures
Assigned
Repaid
Foreign exchange
Total

$

$

2019
1,588,443
28,408
(9,933)
1,606,918

During the year ended June 30, 2019, the Company obtained loans from two companies
controlled by the former CEO in the amount of $775,483. The loans are non-interest
bearing, unsecured and due on demand. During the year ended June 30, 2020, the
Company obtained an additional $224,517 in unsecured due on demand loans. During the
year-ended June 30, 2020 the loans were converted into convertible debentures of the
Company (note 14).
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13. Short term loans (continued)
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 former 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. During the year-ended June 30,
2020, the loan amount of $449,452 was assigned to a Company controlled by a relative of
the former CEO of the Company with the remainder of $27,008 repaid during the year.
On September 17, 2019, the Company obtained a loan of $167,450 (USD 125,000) from a
third party. The loan was unsecured, due on December 31, 2019 and had a one-time interest
payment of $33,151 (USD25,000) due on September 30, 2019. The Company recorded an
FX loss on the loan of $3,819 for the year-ended June 30, 2020. At June 30, 2020, the loan
was past due.
On August 28, 2019, the Company entered into a financial advisory agreement with a third
party whereby the Company issued a convertible loan of $86,457 (USD 65,000) for
consideration for services performed by the third party. The convertible loan is unsecured,
bears interest at 12% per annum, is due on August 28, 2020 and is convertible into common
shares of the Company at a 25% discount to the lowest trading price in the past 15 days of
the Company’s common shares on the TSX Venture Exchange. Upon default by the
Company on the loan the interest rate on the loan would increases to 18% per annum. The
Company has chosen to record the convertible loan at fair value on issuance of $86,457.
During the year ended June 30, 2020, the Company recorded interest expense of $8,962
and recorded a foreign exchange loss of $2,228. At June 30, 2020, the fair value of the loan
was determined to be $97,647.
On May 2, 2019, the Company received a loan for the production of 10 Double Zero in the
amount of $336,500 (USD 250,000) with a one-time convenience fee of $67,300 (USD
50,000) due on maturity. The Company also agreed to pay all of the lender’s legal costs
associated with the loan agreement. The loan has a maturity date of September 6, 2019,
has a first ranking security interest on all of the Company’s assets, bears no interest until
maturity and bears interest at a rate of 1.875% compounding monthly after maturity.
On April 9, 2020, the Company entered into a forbearance agreement with the lender
whereby, the lender agreed to not exercise its rights to security under the loan agreement
until August 15, 2020. Under the forbearance agreement, the Company agreed to pay an
additional $15,000 forbearance fee in addition to the principal and accrued interest. As of
the date of these financial statements, the loan is past due (note 25).
During the year ended June 30, 2020, the Company recorded interest accretion on the
convenience fee of $37,940 (2019 - $28,408), interest expense of $80,866 (2019 - $nil),
additional financing costs of $50,099 relating to the lender’s legal fees and the forbearance
fee (2019 - $nil), and a foreign exchange loss of $16,707 (2019 – gain of $9,933). As at
June 30, 2020, the balance of the loan, accrued interest and financing costs is $540,587
(2019 - $354,975).
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14. Convertible debentures
2020
Balance at beginning of year
Loans received
Equity portion of convertible debenture
Interest accretion
Interest expense
Conversion of convertible notes and accrued interest
Total

$

$

1,000,000
(265,898)
61,115
64,660
(123,189)
736,688

2019
$

$

-

On September 9, 2019, the Company converted $1,000,000 in short-term loans to convertible
debentures. The convertible debentures mature three years from the date of issuance, bear
interest at 8% per annum, payable quarterly and can be converted into common shares of the
Company at a price of $0.17 per share at the option of the holder.
The initial liability component of the convertible debentures was calculated at the present value
of the debentures at a rate of 20%, representing the interest rate that would have been charged
for a nonconvertible debenture. The equity component was measured based on the residual
value of the instrument taken as a whole after deducting the amount determined separately for
the liability component.
The Company estimates 20% to be the market interest rate for a similar debt instrument without
a conversion option of these convertible debentures and applied this rate to obtain the fair value
of $734,102 on the convertible debentures at inception. The Company applied the residual
method to record the fair value of the conversion option of $265,898 to the Company’s equity
reserve.
On April 13, 2020, $100,000 of principal, with a carrying value of $77,786 was converted into
588,235 common shares of the Company. The Company reallocated the associated equity
component of $26,590 from contributed surplus to share capital.
On April 13, 2020, $45,403 of interest was settled through the issuance of 349,255 common
shares of the Company valued at $45,403.
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15. Lease liabilities
The Company leases certain assets under lease agreements. The lease liabilities consist of leases
of two office spaces with lease terms of three years. The leases are calculated using an incremental
borrowing rate of 12% per annum.

Office leases
Balance, July 1, 2019 (inception)
Additions
Accretion
Lease payments
Balance, December 31, 2019

$

$

Allocated as:
Current
Non-current

$
$

357,977
17,566
(42,413)
333,130
146,854
186,276
333,130

The maturity analysis of the undiscounted contractual balances of the lease liabilities is as follows:
Maturity analysis
Less than one year
One to three years
Total undiscounted lease liabilities
Amount representing incremental borrowing rate
Lease liabilities

June 30, 2020
$
178,893
224,589
403,482
(70,352)
$
333,130

During the year ended June 30, 2020, the Company recorded general and administrative expenses
of $44,317 relating to variable lease expenses not included in the lease liability.
16. Financial instruments risk management
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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16. Financial instruments risk management (continued)
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 loans
receivable. The maximum exposure to credit risk for cash, trade and other receivables
and loans receivable approximate the amount recorded on the consolidated statement
of financial position of $52,014 as at June 30, 2020 (2019 - $2,294,057).
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 loans receivable are secured by distribution rights of the movies.

(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, 2020, the Company had c a s h of $3,749 (2019 $141,303).
The Company has historically relied upon equity and related party 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, loans receivable and
payable denominated in the US dollar and the pound sterling.
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16. Financial instruments risk management (continued)
Financial risk management (continued)
(iii) Currency risk (continued)
Management estimates that a 10% change in the Canadian dollar exchange rate
against the US dollar and the pound sterling would result in a net change of $56,000
on trade receivables and payables and a $56,000 effect on net loss and
comprehensive loss, $84,000 on the loan balance and a $84,000 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 at June 30, 2020 and 2019 due to its
loans being at a fixed interest rate.
17. Share capital
Authorized share capital:
Unlimited voting, participating common shares, with no par value.
Issuance of common shares
Year ended June 30, 2020
On July 17, 2019, the Company issued 2,000,000 common shares of the Company with a fair
value at $390,000 (note 9).
On April 13, 2020, the Company issued 588,235 common shares for conversion of $100,000
in principal on the convertible debentures. The Company reallocated $26,590 from
contributed surplus to share capital pursuant to the conversion (note 14).
On April 13, 2020, the Company issued 1,625,732 common shares, with a fair value of
$211,345 to settle amounts of $241,345 due to related parties. The Company recorded a gain
on settlement of debt of $30,000 pursuant to the debt settlements.
On May 8, 2020, the Company issued 4,250,000 common shares with a fair value of $425,000
to the former CEO pursuant to an acquisition of certain assets from a company controlled by
the former CEO. Pursuant to an agreement entered into by the former CEO, 425,000 common
shares will be returned to the Company’s treasury subsequent to the year ended June 30,
2020 with a fair value of $42,500 and all assets from the company controlled by the former
CEO will be returned. The Company recorded a transaction expense of $385,000 pursuant to
the arrangement.
During the year ended June 30, 2020, the Company received proceeds of $91,000 for the
issuance of 606,250 common shares of the Company. At June 30, 2020, these shares had
not yet been issued.
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17. Share capital (continued)
Year ended June 30, 2019
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 9).
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
9).
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 5 and 7).
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 onehalf 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 9).
On January 7, 2019, 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, 2019, the Company issued 200,000 common shares at $0.55 per share
for gross proceeds of $110,000.
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17. Share capital (continued)
Year ended June 30, 2019
On April 5, 2019, 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 performancebased 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 ended June 30, 2019, the Company incurred share issuance costs of
$106,091 including legal and professional fees.
Warrants
As at June 30, 2020, the Company had the following share purchase warrants outstanding:
Number of
warrant
outstanding

Number of
warrants
exercisable

Exercise
price

1,269,663
93,618
1,195,856
75,600
2,634,737

1,269,663
93,618
1,195,856
75,600
2,634,737

0.50
0.50
0.50
0.50
$0.50

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

Weighted
average life
(years)
0.33
0.33
0.75
0.75
0.50

On September 30, 2020, 1,363,281 warrants with an exercise price of $0.50 expired unexercised.
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17. Share capital (continued)
Warrants (continued)
The warrants activity is as follows:

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

Year ended June 30,
2020
Weighted
average
exercise
Number of
price
warrants
2,660,737 $
0.50
(26,000) $
0.50
- $
0.50
2,634,737 $
0.50
2,634,737 $
0.50

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

Stock options
The Company has adopted an incentive stock option plan in accordance with the policies of
the TSX Venture Exchange (the “Stock Option Plan”) which provides that the Board of
Directors of the Company may from time to time, in its discretion, grant to directors, officers,
employees and consultants of the Company non-transferable 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.
As at June 30, 2020, the Company had the following stock options outstanding:
Number of
options
outstanding
62,520
2,325,000
400,000
200,000
2,987,520

Number of options
exercisable
62,520
2,325,000
2,387,520
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Exercise
price
Expiry date
$0.40
January 21, 2021
$0.20 September 12, 2020
$0.13
March 23, 2025
$0.13
March 31, 2025

Weighted
average life
(years)
0.58
0.17
4.75
4.83
1.10
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17. Share capital (continued)
Stock options (continued)
The stock option activities are as follows:

2020

Number of
options
1,797,520
(1,735,000)
2,925,000
2,987,520

Weighted
average
exercise price
$
0.40
0.40
0.19
$
0.19

Number of
options
166,725
(104,205)
(240,000)
1,975,000
1,797,520

2019
Weighted
average
exercise price
$
0.40
0.40
0.61
0.55
$
0.40

Balance, beginning of year
Forfeited, expired
Exercised
Granted
Balance, at end of year
Balance exercisable, end
2,387,520 $
0.20
1,797,520 $
0.40
of year
On September 13, 2019, the Company granted 2,325,000 options to purchase 2,325,000
common shares. The options are exercisable at a price of $0.20 per share for one year from
the date of issuance and vest immediately. The Company estimated the fair value of the
options to be $96,372 using the Black-Scholes options pricing model based on the following
assumptions: Dividend yield (Nil), expected volatility (77%), forfeiture rate (0%), risk free
interest rate (1.73%) and expected life of (1 year).
On March 25, 2020, the Company granted, to a director and a consultant, options to
purchase 400,000 common shares. The options are exercisable at a price of $0.13 per share
for 5 years from the date of issuance and vest over 4 years with 25% of the options vesting
on each anniversary date. The Company estimated the fair value of the options to be
$35,136 using the Black-Scholes options pricing model based on the following assumptions:
Dividend yield (Nil), expected volatility (87%), forfeiture rate (0%), risk free interest rate
(0.78%) and expected life of (5 years). During the year ended June 30, 2020, the Company
recognized $4,863 in stock-based compensation relating to the vesting of these options.
On April 1, 2020, the Company granted, to a director, options to purchase 200,000 common
shares. The options are exercisable at a price of $0.13 per share for 5 years from the date
of issuance and vest over 4 years with 25% of the options vesting on each anniversary date.
The Company estimated the fair value of the options to be $12,565 using the Black-Scholes
options pricing model based on the following assumptions: Dividend yield (Nil), expected
volatility (87%), forfeiture rate (0%), risk free interest rate (0.55%) and expected life of (5
years). During the year ended June 30, 2020, the Company recognized $1,738 in stockbased compensation relating to the vesting of these options.
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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Stock options (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).
Performance based escrow shares
On March 27, 2018, the Company issued 7,473,935 escrowed performance shares to
certain former shareholders of the Company. 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.
Subsequent to the year ended June 30, 2020, the Company returned and cancelled an
aggregate of 6,995,653 performance shares. At the issuance date $nil value was assigned
to the performance shares as management had determined that performance targets were
not likely to be met. As such, the cancellation of performance shares had no effect on the
Company’s statement of financial position or statement of comprehensive loss.
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18. 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, 2020 and 2019 was as follows:

Management and professional fees
Share-based compensation

2020
117,500
50,125
167,625

$
$

$
$

2019
183,705
149,734
333,439

Related parties include shareholders with a significant ownership interest in the Company and the
Company’s CEO. Transactions with related parties during the years ended June 30, 2020 and 2019
was as follows:
2020

Revenue
Production and distribution services
Movie right income

$

Production and distribution services
Advertising and promotion
General and administrative

$

2019
$

-

$

$

1,152,943
30,873
1,183,816
821,616
855,615
196,218
1,873,449

Balances with related parties as at June 30, 2020 and 2019 were as follows:
2020
1,371,623
736,688
$ 2,108,311

Trade payables and accrued liabilities
Due to related party
Short-term loans
Convertible debenture

$

$

$

2019
102,000
24,793
775,483
902,276

During the year ended June 30, 2020, the Company assigned accounts receivable of $1,308,700 and
corresponding accounts payable $1,308,700 to a company controlled by a former director.
During the year ended June 30, 2020, the Company assigned a loan receivable of $449,452
(US$340,000) and corresponding liability of $449,452 to a Company controlled by the former CEO.
During the year ended June 30, 2020, the Company assigned a loan receivable of $554,540
(USD425,000) and corresponding liability of $554,540 to a Company controlled by the former CEO.
During the year ended June 30, 2020, the Company assigned a loan receivable of $474,552 and
corresponding liability of $474,552 to a Company controlled by the former CEO.
During the year ended June 30, 2020, the Company assigned a loan receivable of $76,404 and
corresponding liability of $76,404 to a Company controlled by the former CEO.
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18. Related party transactions (continued)
During the year ended June 30, 2019, the Company obtained loans from two companies controlled by
the former CEO in the amount of $775,483. The loans are non-interest bearing, unsecured and due
on demand. During the year ended June 30, 2020, the Company obtained an additional $224,517 in
unsecured due on demand loans. During the year-ended June 30, 2020 the loans were converted into
convertible debentures of the Company (note 14).
On May 8, 2020, the Company issued 4,250,000 common shares with a fair value of $425,000 to the
former CEO pursuant to an acquisition of certain assets from a company controlled by the former CEO.
Pursuant to an agreement entered into by the former CEO, 425,000 common shares will be returned
to the Company’s treasury subsequent to the year ended June 30, 2020 with a fair value of $42,500
and all assets from the company controlled by the former CEO will be returned. The Company
recorded a transaction expense of $385,000 pursuant to the arrangement.
19. 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:
2019
Restated
(Note 24)

2020
Loss before income taxes

$ (4,935,868)

$ (12,761,228)

Expected tax recovery
Impact of foreign statutory tax rates on subsidiaries
Non-deductible and deductible permanent differences
Temporary differences
Other
Income tax

(1,333,000)
118,000
128,000
1,086,000
1,000
$
-

(3,446,000)
2,251,000
1,233,000
(38,000)
$
-

At June 30, 2020, the Company has non-capital losses carried forward for tax purposes, which are
available to reduce taxable income in future years in Canada of $8,450,000 (2019 - $4,400,000
(restated)). These losses will expire between 2034 to 2040.
The following table summarizes the movement of the Company’s deferred income tax assets.
2019
Restated
(Note 24)

2020
Deferred tax assets
Non-capital losses and capital loss carried forward
Share issuance costs
Less: Valuation allowance
Net deferred tax assets
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$

2,284,000
35,000
(2,319,000)

$

1,186,000
47,000
(1,233,000)

$

-

$

-
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20. 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 material.
21. Cash flow supplementary disclosure of non-cash transactions
2020
Acquisition of Agatha with share issuance (note 9)
$
Acquisition of Cypress with share issuance (note 9)
Acquisition of Appreciated Media Global Limited with
share issuance
Acquisition of movie rights with share issuance (note 5,7)
Conversion of short-term loans to convertible debentures
Conversion of convertible debt to shares
Equipment purchases in accounts payable
Settlement of accounts payable with shares
Settlement of interest payable with shares

390,000
1,000,000
100,000
128,400
165,942
45,403

$

1,829,745

2019
$

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

$

5,564,250

22. 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.
23. Non-controlling interests
On July 17, 2019, the Company purchased a 50.1% interest in WGSL through the issuance of
2,000,000 common shares (note 9).
The non-controlling interest as at June 30, 2020 is as follows:
WGSL (49.9%)

$
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23. Non-controlling interests (continued)
The following is a summarized statement of financial position of WGSL as at June 30, 2020.
2020

Current:
Assets
Liabilities
Total current and total net assets

$

225
(445,273)
(445,048)

The following is the summarized comprehensive loss of WGSL for the period from acquisition of
control on July 17, 2019 to June 30, 2020.
2020
Revenue
$
Net loss
$
(436,406)
Comprehensive loss
$
(434,173)
Net loss attributable to the NCI
$
(217,767)
Comprehensive loss attributable to the NCI
$
(216,652)
24. Restatement of the financial statements
During the year ended June 30, 2020, an error was found in the June 30, 2019 financial statements
whereby a secured loan and an unsecured loan receivable in respect of “10 Double Zero” should
have been recorded. The error resulted in an understatement of liabilities of $354,975, assets of
$336,500 and net comprehensive loss of $18,474.
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)
June 30,
2019
Cash
$
141,303
Accounts receivable and other receivables
1,366,802
Prepaid expenses
Loans receivable
449,452
Movie rights inventory
269,501
AVOD rights
1
Movie production royalty asset
1
Total assets
$
2,227,060
Trade payables and accrued liabilities
Short term loans
Due to related party
Total liabilities
Share capital
Contributed surplus
Accumulated deficit
Total shareholders’ equity

$

Increase /
June 30, 2019
(Decrease)
(restated)
$
- $
141,303
1,366,802
336,500
785,952
269,501
1
1
$
336,500
$
2,563,560

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

$

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

354,975
354,975
(18,475)
(18,475)

$

1,518,377
1,606,918
24,793
3,150,088
14,145,811
529,350
(15,261,689)
(586,528)
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24. Restatement of the financial statements (continued)
Consolidated Statement of Loss and Comprehensive Loss (extract)
June 30,
Increase /
2019
(Decrease)
Financing costs
$
- $
28,408
Foreign exchange gain (loss)
$
(15,343) $
9,933
Net loss and comprehensive loss
Loss per share

$ (12,742,753)
$
(0.42)

$
$

(18,475)
-

June 30, 2019
(restated)
$
28,408
$
(5,410)
$
$

(12,761,228)
(0.42)

Consolidated Statement of Cash Flows (extract)
June 30,
2019
Operations
Loss for the year
Items not involving cash:
Interest expense
Foreign exchange

Increase /
(Decrease)

$ (12,742,753)

$

-

(18,475)

June 30, 2019
(restated)
$

28,408
(9,933)

(12,761,228)
28,408
(9,933)

Cash used in operating activities

$

(3,502,717)

$

-

$

(3,502,717)

Financing
Proceeds from issuance of loan payable

$

1,251,943

$

336,500

$

1,588,443

Cash provided by financing activities

$

3,631,564

$

336,500

$

3,968,064

Investing
Loan advances to movie distributors

$

(449,452)

$

(336,500)

$

(785,952)

Cash used in investing activities

$

(464,452)

$

(336,500)

$

(800,952)

25. Subsequent Events
On July 2, 2020, the Company issued 1,500,000 common shares to a related party for the acquisition
of the rights to “Celebrity Face Off”.
On August 6, 2020, the $396,769 of convertible debt principal and interest was converted into
2,333,935 common shares of the Company.
On September 18, 2020, the Company issued 1,297,847 common shares to settle $122,377 of debt
owed by the Company and an additional 3,017,985 common shares upon conversion of $513,057
principal amount of convertible debentures.
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25. Subsequent Events (continued)
On September 18, 2020, the Company completed a private placement financing of $1,000,000
principal amount of 8% convertible unsecured debentures with a maturity date of September 18,
2023 (the “September Debentures”). The September Debentures are convertible into common
shares at a price of $0.115 per common share. On October 22, 2020, the holders of the September
Debentures elected to convert the entire principal amount of the September Debentures into
common shares.
On October 1, 2020, the Company returned an aggregate of 6,995,653 common shares of the
Company to treasury on the cancellation of previously escrowed performance shares.
On October 28, 2020, the Company entered into a debt settlement agreement pursuant to which
the Company will settle $120,000 of debt through the issuance of 923,077 units of the Company
subject to the approval of the TSX Venture Exchange. Each unit will be comprised of one common
share and one common share purchase warrant entitling the holder thereof to acquire one additional
common share at an exercise price of $0.25 per share for a period of one year from the date of
issuance
Since June 30, 2020 the Company entered a number of forbearance agreements with its lender,
Amcomri GP BVI Limited (“Amcomri”) in relation to missed deadlines for repayment of the
Company’s debt to its lender. On November 27, 2020, the Company entered into a forbearance
agreement with Amcomri pursuant to which Amcomri agreed to forbear on the enforcement of its
rights against the Company until January 5, 2021 and to provide $100,000 of bridge financing to the
Company.
On December 9, 2020, the CEO resigned as the CEO and as a director of the Company. In
connection with the departure, the Company agreed to return assets to the former CEO’s holding
company acquired by the Company in May 2020. Moreover, the former CEO has agreed to (i)
surrender for cancellation 425,000 common and 200,000 stock options, (ii) forgive and release
approximately $1,000,000 owed by the Company to the former CEO, and (iii) assist and guarantee
the repayment of $150,000 owing by the Company to its principal creditor, Amcomri.
On December 21, 2020, the Company entered into a further bridge financing arrangement (the
“Facility”) with Amcomri. Pursuant to the Facility, Amcomri has agreed to make an additional
$200,000 available to the Company to be used to repay certain debts of the Company. All amounts
advanced under the Facility will bear interest at a rate of eight percent (8%) per annum, payable
upon demand.
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