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INDEPENDENT AUDITORS' REPORT 

 

 

 

To the Shareholders of 

Top Strike Resources Corp.: 

 

 

We have audited the accompanying financial statements of Top Strike Resources Corp., which comprise the 

statements of financial position as at April 30, 2014 and April 30, 2013 and the statements of loss and 

comprehensive loss, changes in shareholders’ equity and cash flows for the years ended April 30, 2014 and 2013, 

and notes, comprising a summary of significant accounting policies and other explanatory information. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these 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. 

 

Auditors’ Responsibility  

 

Our responsibility is to express an opinion on these financial statements based on our audits.  We conducted our 

audits in accordance with Canadian generally accepted auditing standards.  Those standards require that we comply 

with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial 

statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 

statements.  The procedures selected depend on our judgment, including the assessment of the risks of material 

misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, we 

consider internal control relevant to the entity’s preparation and fair presentation of the  financial statements 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 entity’s internal control.  An audit also includes evaluating the appropriateness of 

accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating 

the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for 

our audit opinion. 

 

Opinion 

 

In our opinion, these financial statements present fairly, in all material respects, the financial position of Top Strike 

Resources Corp. as at April 30, 2014 and April 30, 2013 and its financial performance and its cash flows for the 

years ended April 30, 2014 and 2013 in accordance with International Financial Reporting Standards. 

 

 

 “K.R. MARGETSON LTD.” 

 

 Chartered Accountants 

Vancouver, Canada   

August 25, 2014   

 



TOP STRIKE RESOURCES CORP.  
Statements of Financial Position 

(Expressed in Canadian dollars) 

 

As at 

 

 

Notes 

  

 April 30 

 2014 

  

       April 30 

                2013 

ASSETS     

Current assets     

 Cash and cash equivalents  5 $ 232,386 $             319,448                        

 Receivables    2,553  15,619 

 Prepaids    833  833 

Total current assets    235,772  335,900 

 

Equipment 

 

6                         -                       210                                     

     

TOTAL ASSETS   $  235,772 $ 336,110 

     

     

LIABILITIES     

Current liabilities 
 

   

 Accounts payable and accrued liabilities   $ 42,017  $ 41,238 

TOTAL LIABILIITES    42,017  41,238 

     

SHAREHOLDERS' EQUITY      

Share capital   7(b)  17,757,383  17,757,383 

Contributed surplus                  29,781                                              -             

Warrants  7(c)                          -                  29,781 

Deficit    (17,593,409)         (17,492,292) 

TOTAL SHAREHOLDERS’ EQUITY            193,755  294,872 

     

TOTAL LIABILITIES AND 

SHAREHOLDERS’ EQUITY 

 

 $ 235,772  $ 336,110 

 

Nature and continuance of operations (Note 1) 

 

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

 

 

 

On behalf of the Board:    

    

    

“Scott Cochlan” Director “Dale Styner” Director 

           Scott Cochlan                                                                      Dale Styner 



TOP STRIKE RESOURCES CORP.  
Statements of Loss and Comprehensive Loss 

(Expressed in Canadian dollars) 

 

For the years ended April 30 Notes 2014 2013 

    

Expenses    

 Consulting  $ 45,000 $ 29,592 

       Depreciation                         210 210 

  Office and miscellaneous    211  4,935 

  Professional fees   35,532  29,664 

      Corporate communication   21,855  21,457 

                  102,808                   85,858            

    

Other income              

       Finance income                      1,691 

                           

1,187 

                      1,691                     1,187        

    

Loss and comprehensive loss for the year  $ 101,117 $ 84,671 

    

Basic loss per common share 7(d) $ 0.01 $ 0.01 

    

Weighted average number of common shares outstanding   16,431,428  13,773,559 

 

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

 

 

 

 

 



 

TOP STRIKE RESOURCES CORP.  
Statements of Changes in Shareholders’ Equity 

(Expressed in Canadian dollars) 

 

 

 

  Total          

 Shares   Contributed shareholders’   Contributed shareholders’ 

 outstanding Share capital Warrants surplus Deficit equity 

Balance at May 1, 

    2013  16,431,428 $ 17,757,383 $ 29,781 $ - $ (17,492,292) $ 294,872 

   Expiry of warrants -  -  (29,781) 29,781  - - 

    Comprehensive 

        loss for the year - - - - (101,117) (65,864) 

Balance at April 30, 

    2014  16,431,428 $ 17,757,383 $ - $ 29,781 $ (17,593,409) $ 193,755 

 

 
Balance at May 1, 

    2012  12,157,762 $ 17,295,005 $ - $ - $ (17,407,621) $ (112,616) 

    Comprehensive  

        loss for the year -  -                         -  -  (84,671) (84,671) 
    Issue of share 

        units, Note 7 (b)  4,273,666 462,378 29,781 - - 492,159 

Balance at April 30, 

    2013  16,431,428 $ 17,757,383 $ 29,781 $ - $ (17,492,292) $ 294,872 

 

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

 

 

 

 

 

  



TOP STRIKE RESOURCES CORP.  
Statements of Cash Flows 

(Expressed in Canadian dollars) 

 

For the years ended April 30 2014 2013 

   

Operating activities   

 Net loss for the year $ (101,117) $ (84,671) 

      Non-cash items:   

          Depreciation                     210                    210       

 Changes in non-cash working capital:   

  Receivables  13,066   (2,097) 

  Accounts payable and accrued liabilities  779   (54,463) 

 Net cash used in operating activities (87,062) (141,021) 

   

   

Financing activities   

      Issuance of common share units, net   

         of issuance costs                         -              492,159             

 Proceeds (repayment) of loans payable                         -   (31,586) 

 Net cash provided by financing activities                         -   460,573 

   

Investing activities   

        Equipment                         -               (420) 

        Net cash flow used in investing activities                         - (420) 

   

Change in cash and cash equivalents for the year  (87,062)   319,132 

   

Cash and cash equivalents, beginning of year  319,448   316 

   

Cash and cash equivalents, end of year $ 232,386 $ 319,448                               

 

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

 



TOP STRIKE RESOURCES CORP.  
Notes to Financial Statements  

Years ended April 30, 2014 and 2013 

(Expressed in Canadian Dollars) 

  

 

 

1. Nature and continuance of operations 

 

Top Strike Resources Corp. (the "Company") currently has no activity and to date has not earned 

significant revenues.  The Company has evaluated several oil and gas opportunities, but has yet to reach the 

point where the Company has entered into a binding letter of intent.   The Company is focused on 

international oil and gas projects but also considers domestic oil and gas opportunities.  

 

The Company changed its trading name and symbol effective December 13, 2012, from Colossal 

Resources Corp. (“CIA.H”) and now trades under the symbol “TSR.H” on the NEX board, which is a 

separate board of the TSX Venture Exchange.  The Company’s principal place of business is located in 

Calgary, Alberta.  The address of the Company’s registered office is 4600 Eighth Avenue Place East, 525 – 

8
th

 Avenue SW, Calgary, Alberta, T2P 1G1.  

 

These financial statements have been prepared on the assumption that the Company will continue as a 

going concern, meaning it will continue in operation for the foreseeable future and will be able to realize 

assets and discharge liabilities in the ordinary course of operations.   Although the Company had working 

capital of $193,755 as at April 30, 2014 (2013 - $294,662), it had not generated any revenues and had 

incurred losses of $17,593,409 (2013 - $17,492,292) which creates doubt about the Company’s ability to 

continue as a going concern.  These financial statements do not give effect to any adjustments which would 

be necessary should the Company be unable to continue as a going concern and thus be required to realize 

its assets and discharge its liabilities in other than the normal course of business and at amounts different 

from those reflected in these financial statements. 

 

2. Basis of preparation 

 

a) Statement of compliance 

 

These financial statements have been prepared in accordance with International Financial Accounting 

Standards (IFRS) as issued by the International Accounting Standards Board (IASB). 

 

These financial statements were approved and authorized for issuance by the Board of Directors on 

August 25, 2014. 

 

b) Basis of measurement 

 

These financial statements have been prepared on a historical cost basis.  

 

c) Functional and presentation currency 

 
The Company’s presentation currency is Canadian dollars.  The functional currency of the Company is 

Canadian dollars. 

 

3. Significant accounting policies 

 

The accounting policies set out below have been applied consistently to all periods presented in these 

financial statements, and have been applied consistently by the Company. 

 

a) Cash and cash equivalents 

 

Cash and cash equivalents include cash on hand and in banks and cashable guaranteed investment 

certificates. 

 

  



TOP STRIKE RESOURCES CORP.  
Notes to Financial Statements  

Years ended April 30, 2014 and 2013 

(Expressed in Canadian Dollars) 

  

 

 

3. Significant accounting policies (continued) 

 

b) 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 “risk-free” 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 a 

finance expense. Provisions are not recognized for future operating losses. 

 

Decommissioning and restoration liabilities: 

 

The Company’s activities give rise to dismantling, decommissioning and site disturbance remediation 

activities.  Provision is made for the estimated cost of site restoration and capitalized in the relevant 

asset category.  

 

Decommissioning obligations are measured at the present value of management’s best estimate of the 

expenditures required to settle the present obligation at the period end date.  Subsequent to the initial 

measurement, the obligation is adjusted at the end of each period to reflect the passage of time and 

changes in the estimated future cash flows underlying the obligation.  The increase in the provision due 

to the passage of time is recognized as finance costs whereas increases/decreases due to changes in the 

estimated future cash flows are capitalized.  Actual costs incurred upon settlement of the asset 

retirement obligations are charged against the provision to the extent the provision was established. 

 

c) Equipment 

 

Equipment is recorded at cost and is depreciated over its estimated useful lives as follows: 

 

   Computer equipment  30% declining balance 

   Computer software  one-year straight line 

 

d) Oil and natural gas exploration and evaluation expenditures 

Exploration and evaluation costs  

All costs incurred prior to obtaining the legal right to explore an area are expensed when incurred.  

Generally, costs directly associated with the exploration and evaluation of crude oil and natural gas 

reserves are initially capitalized (“E&E” assets).  Exploration and evaluation costs are those 

expenditures for an area where technical feasibility and commercial viability has not yet been 

demonstrated.  These costs generally include unproved property acquisition costs, geological and 

geophysical costs, sampling and appraisals, drilling and completion costs and capitalized 

decommissioning costs. 

 

Costs are held in exploration and evaluation until the technical feasibility and commercial viability of 

the project is established.  Amounts are generally reclassified to petroleum and natural gas properties 

once probable reserves have been assigned to the field.  If probable reserves have not been established 

through the completion of exploration and evaluation activities and there are no future plans for 

activity in that field, then the exploration and evaluation expenditures are determined to be impaired 

and the amounts are charged to profit or loss. 

 

  



TOP STRIKE RESOURCES CORP.  
Notes to Financial Statements  

Years ended April 30, 2014 and 2013 

(Expressed in Canadian Dollars) 

  

 

 

3. Significant accounting policies (continued) 

 

e) Petroleum and natural gas properties 

 

Carrying value 

Costs incurred subsequent to the determination of technical feasibility and commercial viability are 

recognized as petroleum and natural gas properties in the specific asset to which they relate.  

Petroleum and natural gas properties are stated at cost less accumulated depreciation and depletion and 

accumulated impairment losses.  The initial cost of a petroleum and natural gas property is comprised 

of its purchase price or construction cost, any costs directly attributable to bringing the asset into 

operation, the initial estimate of the decommissioning obligation, and for qualifying assets, borrowing 

costs.  The purchase price or construction cost is the aggregate amount paid and the fair value of any 

other consideration given up to acquire the asset. 

 

Subsequent costs 

Costs incurred subsequent to the determination of technical feasibility and commercial viability and  

the costs of replacing parts of property, plant and equipment are recognized as oil and natural gas 

interests only when they increase the future economic benefits embodied in the specific asset to which 

they relate. All other expenditures are recognized in profit or loss as incurred. Such capitalized oil and 

natural gas interests generally represent costs incurred in developing proved and/or probable reserves 

and bringing in or enhancing production from such reserves, and are accumulated on a field or 

geotechnical area basis.  The carrying amount of any replaced or sold component is derecognized.  The 

costs of the day-to-day servicing of property, plant and equipment are recognized in profit or loss as 

incurred.    

 

Depletion and depreciation 

The net book value of producing assets are depleted on a field-by-field basis using the unit of 

production method with reference to the ratio of production in the year to the related proved and 

probable reserves, taking into account estimated future development costs necessary to bring those 

reserves into production.   For purposes of these calculations, production and reserves of natural gas 

are converted to barrels on an energy equivalent basis.  

 

Other assets are depreciated on a declining basis at rates ranging from 20% to 30%. 

 
f) Impairment 

 

E&E assets 

 

E&E assets are assessed for impairment when facts and circumstances suggest that the carrying 

amount exceeds the recoverable amount and when they are reclassified to development and production 

assets.  For the purpose of impairment testing, E&E assets are grouped by concession or field with 

other E&E assets belonging to the same concession or field.  The impairment loss will be calculated as 

the excess of the carrying value over recoverable amount of the E&E impairment grouping and any 

resulting impairment loss is recognized in profit or loss.  Recoverable amount is determined as the 

higher of the value in use or fair value less costs to sell. 

 

At the end of each reporting period, the Company reviews the petroleum and natural gas properties for 

circumstances that indicate that the assets may be impaired.  Assets are grouped together into cash 

generating units (“CGUs”) for the purpose of impairment testing, which is the lowest level at which 

there are identifiable cash flows that are largely independent of the cash flows of other groups of 

assets.  If any such indication of impairment exists, the Company makes an estimate of its recoverable 

amount.  A CGU’s recoverable amount is the higher of its fair value less selling costs and its value in  

  



TOP STRIKE RESOURCES CORP.  
Notes to Financial Statements  

Years ended April 30, 2014 and 2013 

(Expressed in Canadian Dollars) 

  

 

 

3. Significant accounting policies (continued) 

 

use.  In assessing value in use, the estimated future cash flows are discounted to their present value 

using a pre-tax discount rate that reflects current market assessments of the time value of money and  

the risks specific to the asset. Value in use is generally computed by reference to the present value of 

future cash flows expected to be derived from the production of proved and probable reserves.  

 

Fair value less cost to sell is determined as the amount that would be obtained from the sale of a CGU 

in an arm’s length transaction between knowledgeable and willing parties.  The fair value less cost to 

sell of oil and gas assets is generally determined as the net present value of the estimated future cash 

flows expected to arise from the continued use of the CGU, including any expansion prospects, and its 

eventual disposal, using assumptions that an independent market participant may take into account. 

These cash flows are discounted by an appropriate discount rate which would be applied by such a 

market participant to arrive at a net present value of the CGU.  Where the carrying amount of a CGU 

exceeds its recoverable amount, the CGU is considered impaired and is written down.  Consideration is  

given to acquisition metrics or recent transactions completed on similar assets to those contained with  

the relevant CGU. 

 

When the recoverable amount is less than the carrying amount, the asset or CGU is impaired.  For 

impairment losses identified based on a CGU, the loss is allocated on a pro rata basis to the assets 

within the CGU(s).  The impairment loss is recognized as an expense in profit or loss. 

 

At the end of each subsequent reporting period these impairments are assessed for indicators of 

reversal.  Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is 

increased to the revised estimate of its recoverable amount, but so that the increased carrying amount 

does not exceed the carrying amount that would have been determined had no impairment loss have 

been recognized for the asset or CGU in prior years.  A reversal of an impairment loss is recognized 

immediately in profit or loss. 

 

Gains and losses on disposal of an item of property, plant and equipment, including oil and natural gas 

interests, are determined by comparing the proceeds from disposal with the carrying amount of 

property, plant and equipment and are recognized as separate line items in profit or loss. 

Financial assets 

A financial asset is assessed at each reporting date to determine whether there is any objective 

evidence that it is impaired.  A financial asset is considered to be impaired if objective evidence 

indicates that one or more events have had a negative effect on the estimated future cash flows of that 

asset. 

 

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the 

difference between its carrying amount and the present value of the estimated future cash flows 

discounted at the original effective interest rate. 

 

Individually significant financial assets are tested for impairment on an individual basis.  The 

remaining financial assets are assessed collectively in groups that share similar credit risk 

characteristics. 

 

All impairment losses are recognized in profit or loss. 

 

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the 

impairment loss was recognized.  For financial assets measured at amortized cost the reversal is 

recognized in profit or loss. 

 

 

  



TOP STRIKE RESOURCES CORP.  
Notes to Financial Statements  

Years ended April 30, 2014 and 2013 

(Expressed in Canadian Dollars) 

  

 

 

3. Significant accounting policies (continued) 

 

g) Financial instruments 

 

Financial assets and liabilities are classified as either financial assets or liabilities at fair value through 

profit and loss (“FVTPL”), loans and receivables, held to maturity investments, available for sale 

financial assets, or other liabilities, as appropriate.  Financial assets and liabilities are recognized 

initially at fair value. 

 

Subsequent measurement of financial instruments is based on their initial classification.  FVTPL 

financial assets and liabilities are measured at fair value and changes in fair value are recognized in 

profit or loss.  Available-for-sale financial instruments are measured at fair value with changes in fair 

value recorded in other comprehensive loss until the instrument is derecognized or impaired.  The 

remaining categories of financial instruments are recognized at amortized cost using the effective 

interest rate method. 

 

The transaction costs that are directly attributable to the acquisition or issue of a financial asset or 

financial liability classified as FVTPL are expensed immediately.  For a financial asset or financial 

liability carried at amortized cost, transaction costs directly attributable to acquiring or issuing the asset 

or liability are added to or deducted from the fair value on initial recognition and amortized through 

profit or loss income over the term of the financial instrument. 

 

(i) Non-derivative financial instruments 

 

Cash and cash equivalents, as well as accounts receivable are classified as loans and receivables, which 

are measured at amortized cost.  Accounts payable and accrued liabilities are classified as other 

financial liabilities, which are measured at amortized cost. 

 

(ii) Derivative financial instruments 

 

The Company may enter into certain financial derivative contracts in order to manage the exposure to 

market risks from fluctuations in commodity prices.  These instruments will not be used for trading or 

speculative purposes.  The Company will not designate its financial derivative contracts as effective 

accounting hedges and therefore will not apply hedge accounting, even though the Company considers 

all commodity contracts to be economic hedges.  As a result, all derivative contracts will be classified  

as FVTPL and will be recorded on the statement of financial position at fair value. Transaction costs 

will be recognized in profit or loss when incurred. Subsequent to initial recognition, derivatives will be 

measured at fair value, and changes therein will be recognized immediately in profit or loss. 

 

The Company may enter into physical delivery sales contracts for the purposes of receipt or delivery of 

nonfinancial items in accordance with its expected purchase, sale or usage requirements as executory 

contracts.  As such, these contracts are not considered to be derivative financial instruments and will 

not be recorded at fair value on the statement of financial position.  Settlements on these physical 

delivery contracts will be recognized in petroleum and natural gas revenue in the period of settlement. 

Fair value 

The fair value of financial instruments that are actively traded in organized financial markets is 

determined by reference to quoted market bid prices at the valuation date.  For financial instruments 

that have no active market, fair value is determined using valuation techniques including the use of 

recent arm’s length market transactions, reference to the current market value of equivalent financial 

instruments and discounted cash flow analysis. 

  



TOP STRIKE RESOURCES CORP.  
Notes to Financial Statements  

Years ended April 30, 2014 and 2013 

(Expressed in Canadian Dollars) 

  

 

 

3. Significant accounting policies (continued) 

Share capital 

Common shares are classified as equity. Incremental costs directly attributable to the issue of common 

shares and stock options are recognized as a deduction from equity, net of any tax effects. 

 
h) Foreign currency translation: 

 

The financial statements are presented in Canadian dollars, which is the Company’s functional and 

presentation currency.  For the accounts of foreign operations, assets and liabilities are translated at 

period end exchange rates, while revenues and expenses are translated using average rates over the 

period.  Translation gains and losses relating to the foreign operations are included in accumulated 

other comprehensive income, a component of equity.   Foreign currency transactions are translated into 

the legal entity’s functional currency at the exchange rate in effect at the transaction; and any gains or 

losses are recorded in profit or loss. 

 

i) Share-based compensation: 

 

The Company accounts for share-based compensation granted to directors, officers, employees and 

consultants using the Black-Scholes option-pricing model to determine the fair value of the plan at 

grant date.   Stock-based compensation expense is recorded and reflected as stock-based compensation 

expense over the vesting period with a corresponding amount reflected in contributed surplus.  At 

exercise, the associated amounts previously recorded as contributed surplus are reclassified to common  

share capital.  At each financial position reporting date, the amount recognized as an expense is 

adjusted to reflect the number of stock options that are expected to vest. 

 

j) Revenue recognition: 

 

Revenue from the sale of natural gas, natural gas liquids and crude oil is recognized when the 

significant risks and rewards of ownership is transferred, which is when title passes to the customer in 

accordance with the terms of the sales contract.  This generally occurs when the product is physically 

transferred into a pipe, truck or other delivery mechanism. 

 

k) Earnings (loss) per share: 

 

Basic per share amounts are computed by dividing net earnings (loss) by the weighted average number 

of common shares outstanding for the period.  Diluted per share amounts are calculated giving effect to 

the potential dilution that would occur if stock options or other dilutive instruments were exercised into 

common shares.  The treasury stock method assumes that any proceeds upon the exercise of dilutive 

instruments, including remaining unamortized compensation costs, would be used to purchase 

common shares at the average market price of the common shares during the period. 

 

l) Income taxes: 

 

Income tax expense comprises current and deferred tax.   Income tax expense is recognized in profit or 

loss except to the extent that it relates to items recognized directly in equity, in which case it is 

recognized in equity. 

 

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or 

substantively enacted at the reporting date, and any adjustments to tax payable in respect of previous 

years. 

 

 

 

  



TOP STRIKE RESOURCES CORP.  
Notes to Financial Statements  

Years ended April 30, 2014 and 2013 

(Expressed in Canadian Dollars) 

  

 

 

3. Significant accounting policies (continued) 

 

Deferred tax is recognized providing for temporary differences between the carrying amounts of assets 

and liabilities for financial reporting purposes and the amounts used for taxation purposes.   Deferred 

tax is not recognized on the initial recognition of assets or liabilities in a transaction that is not a 

business combination.  In addition, deferred tax is not recognized for taxable temporary differences 

arising on the initial recognition of goodwill.  Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences when they reverses, based on the laws that have been 

enacted or substantively enacted by the reporting date.  Deferred tax assets and liabilities are offset if 

there is a legally enforceable right to offset, and they relate to income taxes levied by the same tax 

authority on the same taxable entity, or on different tax entities, but they intend to settle current tax 

liabilities and assets on a net basis or their tax assets and liabilities will be realized simultaneously. 

 

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be 

available against which the temporary difference can be utilized.  Deferred tax assets are reviewed at 

each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit 

will be realized.  

 

m)  Finance income and expenses: 

  

Finance income consists of interest earned on term deposits.  Finance expenses include, bank fees on 

bank guarantees issued to regulatory bodies and accretion of the discount on decommissioning 

obligations. 

 

n)  Determination of fair value: 

 

A number of the Company’s accounting policies and disclosures required the determination of fair 

value, both for financial and non-financial assets and liabilities.  Fair values have been determined for 

measurement and/or disclosure purposes based on the following methods.  When applicable, further 

information about the assumptions made in determining fair values is disclosed in the notes specific to 

that asset or liability. 

 

The fair value of cash and cash equivalents, accounts receivable and accounts payable and accrued 

liabilities is estimated as the present value of future cash flows, discounted at the market rate of interest 

at the reporting date.  At April 30, 2014 and April 30, 2013 the fair value of these balances 

approximated their carrying value due to their short term to maturity. 

 

The fair value of employee stock options is measured using a Black Scholes option pricing model. 

Measurement inputs include share price on measurement date, exercise price of the instrument, 

expected volatility (based on weighted average historic volatility adjusted for changes expected due to 

publicly available information), weighted average expected life of the instruments (based on historical 

experience and general option holder behavior), expected dividends, and the risk-free interest rate 

(based on government bonds). 

 

o) Adoption of new accounting policies: 

 

On May 1, 2013, the Company adopted the following new standards that were effective for annual 

periods beginning on or after January 1, 2013.  The adoption of these standards resulted in certain 

additional disclosure but otherwise had no impact on the amounts recorded in the financial statements 

as at April 30, 2014 or on the comparative periods. 

 

IFRS 10 – Consolidated Financial Statements.  IFRS 10 requires an entity to consolidate an investee 

when it is exposed, or has rights, to variable returns from its involvement with the investee and has the 

ability to affect those returns through its power over the investee. IFRS 10 replaces SIC-12  
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Notes to Financial Statements  

Years ended April 30, 2014 and 2013 

(Expressed in Canadian Dollars) 

  

 

 

3. Significant accounting policies (continued) 

 

Consolidation – Special Purpose Entities and parts of IAS 27 Consolidated and Separate Financial 

Statements.  

 

IFRS 11 – Joint Arrangements.  IFRS 11 requires a venture to classify its interest in a joint 

arrangement as a joint venture or a joint operation. Joint ventures will be accounted for using the 

equity method of accounting whereas for a joint operation a venture will recognize its share of the 

assets, liabilities, revenue and expenses of the joint operation. IFRS 11 supersedes IAS 31 Interests in 

Joint Ventures and SIC-13 Jointly Controlled Entities – Non-Monetary Contributions by Ventures. 

 

IFRS 12 – Disclosure of Interests in Other Entities.  IFRS 12 applies to entities that have an interest in 

a subsidiary, a joint arrangement, an associate or an unconsolidated structured entity.  

 

IFRS 13 – Fair Value Measurements.  IFRS 13 defines fair value, sets out a single IFRS framework for 

measuring value and requires disclosure about fair value measurements. IFRS 13 applies to IFRSs that 

require or permit fair value measurements or disclosures about fair value measurement, except in 

specified circumstances.  

 

p) New standards and interpretations not yet adopted: 

 

Standards that are issued but not yet effective and that the Company reasonably expects to be 

applicable at a future date are listed below. 

 

IFRS 9 – Financial Instruments.  IFRS 9 covers the classification and measurement of financial assets 

as part of its project to replace IAS 39 “Financial Instruments: Recognition and Measurement.”  In 

October 2010, the requirements for classifying and measuring financial liabilities were added to IFRS 

9.  Under this guidance, entities have the option to recognize financial liabilities at fair value through 

earnings.  If this option is elected, entities would be required to reverse the portion of the fair value 

change due to a company’s own credit risk out of earnings and recognize the change in other 

comprehensive income.  The effective date for IFRS 9 has been deferred.  Early adoption will still be 

available and the standard is required to be applied retrospectively.  The Company is currently 

evaluating the impact of adopting this new standard.  

 

IFRIC 21 - Interpretation of IAS 37 Provisions, contingent liabilities and assets. IAS 37 sets out 

criteria for the recognition of a liability, one of which is the requirement for the entity to have a present 

obligation as a result of a past event.  The interpretation clarifies that the obligation that gives rise to 

the liability to pay a levy is the activity described in the relevant legislation that triggers the payment of 

the levy.  The Company is currently evaluating the impact of this standard. 

 

4. Management judgements and estimates 

 

The timely preparation of the financial statements requires management to make judgements, estimates and 

assumptions that affect the application of accounting policies and reported amounts of assets and liabilities 

and income and expenses.  Accordingly, actual results may differ from these estimates.  Estimates and 

underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are 

recognized in the period in which the estimates are revised and in any future periods affected.  Significant 

estimates and judgments made by management in the preparation of these financial statements are out-lined 

below. 

Critical judgments in applying accounting policies 

The following are the critical judgments, apart from those involving estimations (see below), that 

management has made in the process of applying the Company’s accounting policies and that have the 

most significant effect on the amounts recognized in these financial statements. 
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4. Management judgements and estimates (continued) 

Going concern 

The assessment of the Company’s ability to execute its strategy by funding future working capital 

requirements involves judgment. Estimates and assumptions are continually evaluated and are based on 

historical experience and other factors, including expectations of future events that are believed to be 

reasonable under the circumstances. 

Key Sources of uncertainty 

The following are the key assumptions concerning the sources of estimation uncertainty at the end of the 

reporting period that have a significant risk of causing adjustments to the carrying amounts of the assets 

and liabilities. 

Income taxes 

Tax provisions are based on enacted or substantively enacted laws. Changes in those laws could affect 

amounts recognized in profit or loss both in the period of change, which would include any impact on 

cumulative provisions, and in future periods. Deferred tax assets (if any) are recognized only to the extent it 

is considered probable that those assets will be recoverable. This involves an assessment of when those 

deferred tax assets are likely to reverse and a judgment as to whether or not there will be sufficient taxable 

profits available to offset the tax assets when they do reverse. This requires assumptions regarding future 

profitability and is therefore inherently uncertain. To the extent assumptions regarding future profitability 

change, there can be an increase or decrease in the amounts recognized in respect of deferred tax assets as 

well as the amounts recognized in profit or loss in the period which the change occurs. 

 

The inputs used in the Black-Scholes valuation model (volatility; interest rate; expected life and dividend 

yield) and forfeiture rates in accounting for share-based payment transactions 

Estimating the fair value of warrants issued with units, required determining the most appropriate valuation 

model which is dependent on the terms and conditions of the grant.  The estimate of warrant valuation also 

requires determining the most appropriate inputs to the valuation model including the dividend yield, and 

estimating the forfeiture rate for options with vesting conditions. 

 

5. Cash and cash equivalents 

 

Cash and cash equivalents include cash on hand and in banks and cashable guaranteed investment 

certificates.  Cash and cash equivalents at the end of the reporting period as shown in the statement of 

financial position are comprised of: 

 

    
As at April 30, 2014 April 30, 2013 

Cash and bank balances $ 32,386 $ 319,448 

Guaranteed investment certificates  200,000  - 

                $ 232,386 $  319,448 
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6. Equipment 

 

Cost 

 

 
Balance at April 30, 2012  $ -  

Additions    420 

Balance at April 30, 2013 and 2014                  $ 420 

 

 Accumulated depreciation 

  

 
Balance at April 30, 2012  $ -  

Depreciation charge    210 

Balance at April 30, 2013    210 

Depreciation charge    210 

Balance at April 30, 2014                  $ 420 

 

 Net book value 

  

 
Balance at April 30, 2013  $ 210  

Balance at April 30, 2014                 $ - 

 

Equipment consists of accounting software. 

 

 

7. Share capital 

 

a) Authorized 

 

Unlimited number of common shares with no par value. 

 

b) Issued 

 

 Number  

 of shares Amount 

                            Balance at May 1, 2012 12,157,762 $ 17,295,005 

                              Common shares issued, net of share issue costs 4,273,666  462,378 

                            Balance at April 30, 2013 and 2014 16,431,428 $ 17,757,383 

 

On December 14, 2012, the Company completed a non-brokered private placement of 4,273,666 

units (“Units”) at a price of $0.12 per Unit for gross proceeds of $512,840 (net proceeds of 

$492,159).  Each Unit is comprised of one common share and one half of one common share 

purchase warrant.   Directors and/or officers of the Company or entities they control acquired 

125,000 units at $0.12 per unit for consideration of $15,000.  Each whole warrant entitled the 

holder to acquire one common share at a price of $0.20 until December 14, 2013.  All shares and 

warrants issued pursuant to the private placement were subject to a four-month hold period, in 

accordance with applicable securities laws and regulations, expiring on April 15, 2013.  The 

warrants issued as part of the units were valued using the Black-Scholes option pricing model.  

The value assigned to the warrants was $31,042.  The issuance costs of the units were allocated 

between shares and warrants based on their respective fair value.   
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7. Share capital (continued) 

 

c) Warrants 

 

 Number  

 of warrants Amount 

                            Balance at May 1, 2012 - $ - 

                              Warrants issued, net of warrant issue costs 2,136,833  29,781 

                            Balance at April 30, 2013 2,136,833  29,781 

                              Warrants expired    (2,136,833)   (29,781) 

                            Balance at April 30, 2014  - $ - 

 
Each whole warrant entitled the holder to acquire one common share at a price of $0.20 until 

December 14, 2013.  The fair value of the warrants was determined using a Black-Scholes option 

pricing model using the following assumptions: 

  

Risk-free interest rate (%) 1.08%      1.08% 

Expected life (years) 1      

Contractual life (years) 1        

Expected volatility (%) 70%      

Expected dividend yield (%) -     

d) Basic loss per share 

 

Basic loss per share is calculated based on net loss and the weighted-average number of common 

shares outstanding.  The Company has recorded a loss in each of the years presented and therefore 

any addition to basic shares is anti-dilutive. 

 

At April 30, 2014, there were nil (2013 – 2,136,833) warrants considered anti-dilutive. 

 

8. Compensation of key management personnel 

 

The Company considers its directors and executives to be key management personnel. The key 

management personnel compensation is comprised of the following: 

 

    
Year ended April 30 2013 2013 

Consulting fees (including director’s fees) $ 53,913 $ 29,000 

                $ 53,913 $  29,000 
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9. Related party transactions 

 

During the year ended April 30, 2014, the Company paid or accrued consulting fees of $5,000 (2013 - 

$5,000) to a company controlled by a director of the Company, paid or accrued accounting fees of $8,913 

(2013 - $4,000) to a company controlled by an officer of the Company, paid or accrued consulting fees of 

$40,000 (2013 - $20,000) to a company controlled by another director and officer of the Company, and 

paid or accrued legal fees of $19,119 (2013 - $48,615) to a legal firm of which a director of the Company is 

a partner.  These transactions are in the normal course of operations and are measured at the exchange 

amount which is the amount of consideration established and agreed to by the related parties. 

   

As at April 30, 2014, accounts payable and accrued liabilities included amounts payable to related parties 

totaling $21,168 (2013 - $26,313) for professional and consulting fees. 

 

During the year ended April 30, 2013, the Company borrowed and repaid $9,987 from an officer and 

director of the Company.  The amount was due on demand and was non-interest bearing. 

 

10. Management of capital 

 

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

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

Board of Directors does not establish quantitative return on capital criteria for management, but rather 

relies on the expertise of the Company’s management to sustain future development of the business.  
 
The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a 
going concern in order to pursue the exploration and development of its exploration and evaluation assets, 
acquire additional mineral property interests and to maintain a flexible capital structure which optimizes the 
costs of capital at an acceptable risk.  In the management of capital, the Company includes its cash balances 
and components of shareholders’ equity (deficiency).  The Company manages the capital structure and 
makes adjustments to it in light of changes in economic conditions and the risk characteristics of the 
underlying assets.  To maintain or adjust the capital structure, the Company may attempt to issue new 
shares, issue debt, acquire or adjust the amount of cash and cash equivalents and investments. 
 
At this stage of the Company’s development, in order to maximize on-going development efforts, the 
Company does not pay out dividends.   Management reviews its capital management approach on an on-
going basis and believes that this approach, given the relative size of the Company, is reasonable.   
 
There were no changes in the Company’s approach to capital management during the year ended April 30, 
2014.  The Company is not subject to externally imposed capital requirements.   

 

11. Financial risk management 

 
As at April 30, 2014, the carrying values of cash and cash equivalents, receivables, accounts payable and 

accrued liabilities, and loans payable approximate their fair values due to their short terms to maturity. 

 
Financial risks 

 
The Company has exposure to the following risks from its use of financial instruments: 

 Credit risk 

 Liquidity risk 

 Market risk 

 

Credit risk 

 
The Company's credit risk is primarily attributable to cash and receivables.  The Company has no 

significant concentration of credit risk arising from operations.  Cash and cash equivalents consist of a  
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11. Financial risk management (continued) 

 

chequing account at a reputable financial institution, from which management believes the risk of loss to be 

remote.  Federal deposit insurance covers balances up to $100,000 in Canada.  Financial instruments 

included in receivables consist of amounts due from government agencies.  The Company limits its 

exposure to credit loss for cash by placing its cash with high quality financial institutions and for 

receivables by standard credit checks.  At April 30, 2014, the Company’s exposure to credit risk is 

minimal. 

 
Liquidity risk 

 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. 

 

As at April 30, 2014, the Company had a cash and cash equivalents balance of $232,386 (2013 - $319,448) 

to settle current liabilities of $42,017 (2013 - $41,238). 

 

Historically, the Company's sole source of funding has been the issuance of equity securities for cash, 

primarily through private placements and loans from related and other parties. The Company’s access to 

financing is always uncertain. There can be no assurance of continued access to significant equity funding. 

 

Market risk 

 

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign 

exchange rates, and commodity and equity prices.  

 

a) Interest risk 

 

 The Company has cash balances, a guaranteed investment certificate and had non-interest bearing 

loans payable.  The Company’s current policy is to invest excess cash in investment-grade short-term 

deposit certificates issued by its banking institutions.  The Company periodically monitors the 

investments it makes and is satisfied with the credit ratings of its banks.  As of April 30, 2014, the 

Company had a $200,000 investment in an investment-grade short-term deposit certificate bearing an 

interest rate of 1.25%.  The Company’s loans payable were non-interest bearing, and as such, the 

Company was not exposed to interest rate risk on its loans payable. 

 

b) Foreign currency risk  

 

The Company does not have any balances denominated in a foreign currency and believes it has no 

significant foreign currency risk.  

 

c) Price risk  

 

 The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk is 

defined as the potential adverse impact on the Company’s earnings due to movements in individual 

equity prices or general movements in the level of the stock market. Commodity price risk is defined 

as the potential adverse impact on earnings and economic value due to commodity price movements 

and volatilities. The Company closely monitors commodity, individual equity movements, and the 

stock market to determine the appropriate course of action to be taken by the Company. 
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12. Additional information to the statements of cash flows 

 

Non-cash transactions 

 

    
As at April 30, 2014 April 30, 2013 

Fair value of warrants issued $ - $ 29,781 

                $ - $  29,781 

 

13. Income taxes 

 

a) Income tax reconciliation 

 

The Company’s income tax provision differs from that which would be expected from applying 

the combined effective Canadian federal and provincial income tax rates of 25% (2013 – 25%) to 

the net loss before income taxes as follows: 

 

 

    
 2014 2013 

 

Loss before taxes $ 101,117 $ 84,671 

Expected income tax recovery  25,279  21,168 

Unrecognized benefits from tax loss incurred 

  during year but not recognized  (24,245)  66,012 

Share issuance cost deductible for income tax  (1,034)  (1,034) 

Effect on change in tax rate  -  (86,146) 

Income tax recovery                $ - $  - 

 

b) Exploration and development expenditures 

 

The Company has undeducted exploration and development expenditures of approximately $3.4 

million, the benefit of which has not been reflected on these financial statements, which can be 

carried forward indefinitely to offset future taxable income. 

 

c) Capital losses 

 

The Company has capital losses of approximately $0.9 million, the benefit of which has not been 

reflected in these financial statements, which can be carried forward indefinitely to offset future 

capital gain 

 

d) Temporary differences 

 

A deferred income tax asset reflects the net effect of temporary differences between carrying 

amounts of assets and liabilities for financial reporting purposes and the amounts used for income 

tax purposes.  Significant components of the Company’s deferred income tax assets based on the 

expected income tax rates of 25% in 2014 and 2013 are noted below.  A valuation allowance to 

eliminate the recognition of the benefits of these temporary differences has been recorded as 

management believes it is more likely than not that the benefits will never be utilized. 
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13. Income taxes (continued) 

 

 

    
 2014 2013 

 

Income tax effect of deductible temporary differences 

 

Exploration and development expenditures deductible 

   for income tax in excess of net book value of  

   mineral properties $ 846,238 $ 846,185  

Share issue costs  3,102  4,136 

Non-capital losses carried forward  920,215  1,091,332 

Capital losses carried forward  216,194  216,194 

  1,985,748  2,157,847 

 

Valuation allowance  (1,985,748)  (2,157,847) 

Net recognized future tax asset                $ - $  - 

 

e) Non-capital losses 

 

The Company has accumulated non-capital losses carried forward for income tax purposes of 

approximately $3.7 million, the benefit of which has not been reflected in these financial 

statements. These losses may be applied against future taxable income within the limitations 

prescribed by the Income Tax Act (Canada) and expire as follows: 

              ($000s) 

         2014   $   

 2015 $ 932    $    

 2026  802  

 2027  788 

 2028  432 

 2029  235 

 2030  203 

 2031  14 

 2032  81 

 2033                                                                                                                                                  89   

 2034  105  

 $          3,681 


