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NOTICE OF NO REVIEW OF INTERIM FINANCIAL STATEMENTS 

Under National Instrument Policy 51-102, Part 4, Subsection 4.3 (3) (a), if an auditor has not performed 

a review of the condensed interim financial statements, they must be accompanied by a notice 

indicating that the financial statements have not been reviewed by an auditor. 

The accompanying unaudited condensed interim financial statements of the company have been 

prepared by and are the responsibility of the Company’s management. 

The Company’s independent auditor has not performed a review of these condensed interim financial 

statements in accordance with the standards established by the Canadian Institute of Chartered 

Accountants for review of the condensed interim financial statements by an entity’s auditor. 

“Gordon Barron” 

President and Chief Executive Officer 
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As at  

Jan 31 2012 

$ 

 As at 

April 30 2011 

(Note 9) 

$ 

 As at 

May 1 2010 

(Note 9) 

$ 

Assets      

Current Assents      

Cash & Cash Equivalents 5,411  290,103  67,568 

Amounts Receivables 41,466  33,407  35,879 

Prepaid Expenses & Deposits -  14,518  - 

 46,877  338,028  103,447 

Non-current Assets      

Exploration & Evaluation Assets (Note 4) 1,995,777  1,694,938  1,658,246 

      

 2,042,654  2,032,966  1,761,693 

      

Liabilities      

Current Liabilities -     

Accounts Payable & Accrued Liabilities 500,231  549,695  490,490 

      

Shareholders’ Equity      

Share Capital 8,074,653  7,885,228  7,609,278 

Warrants 141,400  152,800  538,136 

Contributed Surplus 2,582,019  2,570,619  1,921,183 

Deficit (9,255,649)  (9,125,376)  (8,797,394) 

 1,542,423  1,483,271  1,271,203 

 2,042,654  2,032,966  1,761,693 

 

See Nature of Operations and Going Concern (Note 1) 

On behalf of the Board 

“Gordon Barron”  “Allan Innes” 

Director  Director 
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Three Months ended Jan. 31  Nine Months ended Jan. 31 

2012 

$ 

 2011 

(Note 9) 

$ 

 

2012 

$ 

 2011 

(Note 9) 

$ 

Expenses        

Bank Charges & Interest 546  293  723  1,418 

Consulting Wages & Benefits 26,500  42,197  72,225  90,197 

Office & General 554  2825  6,979  6,701 

Legal 6,040  402  9,226  1,393 

Filing & Transfer Agent Fees 3,142  623  9,236  1,950 

Investor Relations & Shareholder Information 6,477  1,876  11,369  4,799 

Regulatory Fees FTS Penalty 1,375  1,726  2,125  1,946 

Rent 3,866  5,540  11,597  19,541 

Repairs -  -  -  1,285 

Secretarial Services 1,860  -  2,805  - 

Stock Based compensation  -  162,000  -  162,000 

Training & Seminars -  -  2,944  - 

Travel & Entertainment 620  2,235  1,044  7,483 

 50,980  219,717  130,273  298,713 

        

Net Loss & Comprehensive Loss for the Period (50,980)  (219,717)  (130,273)  (298,713) 

        

Weighted Average Loss Per Share (0.01)  (0.004)  (0.02)  (0.006) 

Weighted Average Number of Shares  

Outstanding, Basic and Diluted 57,736,109 

 

51,085,890 

 

57,736,109 

 

51,085,890 
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Common Share  

Without Par Value  

Warrants 

$  

Contributed 

Surplus 

$  

Deficit 

$  

Total 

Shareholders’ 

Equity 

$ 

Shares 

No. 

 Amount 

$ 

 

  

Balance, May 1, 2010 49,325,890  7,609,278  538,136  1,921,183  (8,797,394)  1,271,203 

            

Private Placement at $0.05 per Unit 1,760,000  76,600  11,400  -  -  88,000 

Share Issuance Costs   (2,000)  -    -  (2,000) 

Net Loss & Comprehensive Loss for  

the Period -  -  -  -  (248,013)  (248,013) 

Expiry of warrants -  -  (415,149)      415,149  -  - 

Share Based Payments       111,300    111,300 

Balance January 31, 2011 51,085,890  7,683,878  134,387  2,447,632  (9,045,407)  1,220,490 

            

Issue of Securities for Cash:            

Private Placement at $0.05 per Unit 7,235,000  220,350  141,400  -  -  361,750 

Share Issuance Costs -  (19,000)  -  -  -  (19,000) 

Expiry of Warrants -  -  (122,987)  122,987  -  - 

Net Loss & Comprehensive Loss for the 

Remainder of the Year -  -  -  -  (79,969)  (79,969) 

Balance, April 30, 2011 58,320,890  7,885,228  152,800  2,570,619  (9,125,376)  1,483,271 

            

Issue of Securities for Cash:            

Private Placement at $0.05 per Unit 4,000,000  200,000  -  -  -  200,000 

Share Issuance Costs -  (10,575)  -  -  -  (10,575) 

Expiry of Warrants -  -  (11,400)  11,400  -  - 

Net Loss & Comprehensive Loss for the 

Period -  -  -  -  (130,273)  (130,273) 

Balance, January 31, 2012 62,320,890  8,074,653  141,400  2,582,019  (9,255,649)  1,542,423 
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 Nine Months ended  
January 31 

2012 
$ 

 2011 
$ 

    
Cash provided by (used in) the following activities    
Operating    
Net loss and comprehensive loss for the period (130,273)  (298,713) 

    
Net change in non-cash working capital items (Note 6) (43,005)  16,746 

    
Investing    
Expenditures on exploration & evaluation assets (300,839)  (11,786) 

    
Financing    
Issue of common shares 200,000  88,000 
Share issue costs (10,575)  (2,000) 
Stock Based compensation   162,000 

 189,425  248,000 

    
Net change in cash & cash equivalents for the period (284,692)  (45,753) 
Cash & cash equivalents, beginning of period 290,103  67,568 

    
Cash & cash equivalents, end of period 5,411  21,815 

    
NOTE: See Supplemental Cash Flow Information (Note 6) 
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1. NATURE OF OPERATIONS AND GOING CONCERN  

Prominex Resource Corp. (the "Company”) is continued under the Canada Business Corporations Act and its 

principal business activity is the exploration and evaluation of mineral assets.  The address of the Company’s 

head office is 1001-1010 Howe Street, Vancouver, British Columbia, Canada V6Z 1P5.  

The Company is considered to be in the exploration stage and is in the process of exploring and evaluation of 

mineral assets in Canada, and has not yet determined whether these properties contain economic reserves.  

While these financial statements have been prepared based on accounting principles applicable to a going 

concern, which contemplates the realization of assets and the settlement of liabilities and commitments in the 

normal course of business, adverse conditions could cast doubt upon the validity of this assumption.  

Management has estimated that the Company will have adequate funds from existing working capital to meet its 

corporate, administrative and property obligations for the coming year.  If the Company is to advance or develop 

its exploration and evaluations assets further, it will be necessary to obtain additional financing, and while the 

Company has been successful in the past, there can be no assurance that it will be able to do so in the future.  

The recoverability of the amounts shown for exploration and evaluations assets is dependent upon the existence 

of economically recoverable reserves, securing and maintaining title and beneficial interest in the properties, the 

ability of the Company to obtain necessary financing to complete their development, and upon future profitable 

production or proceeds from the disposition of its interests.  The amounts shown as exploration and evaluations 

assets represent net costs to date and do not necessarily represent present or future values.  If the going concern 

assumption was not appropriate for these financial statements, then adjustments might be necessary to the 

carrying values of assets and liabilities, the reported loss and the balance sheet classifications used.  

2. SIGNIFICANT ACCOUNTING POLICIES  

(a) Statement of Compliance 

These condensed interim financial statements have been prepared in accordance with International Accounting 

Standard 34 Interim Financial Reporting (IAS 34) using accounting policies consistent with International Financial 

Reporting Standards (IFRS).  These are the Company’s third IFRS condensed interim financial statements for part 

of the period covered by the first IFRS annual financial statements.  The accounting policies have been selected to 

be consistent with IFRS as is expected to be effective on April 30, 2012, the Company’s first annual IFRS reporting 

date.  Previously, the Company prepared its interim and annual financial statements in accordance with Canadian 

GAAP.  The adoption of IFRS resulted in changes to the Company’s accounting policies as compared with the most 

recent annual financial statements prepared under Canadian GAAP.  The accounting policies set out below have 

been applied consistently to all periods presented.  They also have been applied in the preparation of an opening 

IFRS statement of financial position as at May 1, 2011, as required by IFRS 1 First-time Adoption of International 

Financial Reporting Standards (IFRS 1).  The impact of the transition from Canadian GAAP is explained in Note 9.  

This note includes reconciliations of equity and total comprehensive loss for comparative periods and of equity at 
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the date of transition reported under previous Canadian GAAP to those reported for those periods and at the date 

of transition under IFRS.  The condensed interim financial statements do not include all of the information 

required for full annual financial statements and should be read in conjunction with the Company’s April 30, 2011, 

year-end financial statements.  

(b) Basis of Measurement 

These condensed unaudited interim financial statements have been prepared on a historical cost basis using the 

accrual basis of accounting except for cash flow information.  

(c) Presentation Currency 

The Company's presentation currency and functional currency is the Canadian dollar.  

(d) Significant Accounting Judgments and Estimates  

The preparation of financial statements requires management to make estimates, judgments, and assumptions 

that affect the amounts reported in the financial statements and notes.  By their nature, these estimates, 

judgments, and assumptions are subject to measurement uncertainty and the effect on the financial statements of 

changes in such estimates in future periods could be material.  These estimates are based on historical 

experience, current and future economic conditions, and other factors, including expectations of future events 

that are believed to be reasonable under the circumstances.  The more significant areas are described below.  

2.1 Critical Accounting Estimates  

The amounts recorded for share-based payment transactions are based on estimates.  The Black-Scholes model is 

based on estimates of assumptions for expected volatility, expected number of option to vest, dividend rate, 

risk-free interest rate and expected life of the options.  

The recoverability of amounts shown for exploration and evaluation assets is dependent on the discovery of 

economical reserves, the ability of the Company to obtain financing to complete development of the properties 

and on future production or proceeds of disposition.  

Management's assumption of no material restoration, rehabilitation and environmental obligation, is based on the 

facts and circumstances that existed during the period.  

Future income tax assets and liabilities are computed based on differences between the carrying amounts of 

assets and liabilities on the balance sheet and their corresponding tax values.  Future income tax assets also 

result from unused loss carry-forwards and other deductions.  The valuation of future income tax assets is 

adjusted, if necessary, by use of a valuation allowance to reflect the estimated realizable amount.  
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2.2 Critical Accounting Judgments  

The following accounting policies involve judgements or assessments made by management: 

(a) Cash and Cash Equivalents  

Cash and cash equivalents consists of cash, demand deposits and high-interest savings vehicles.  

(b) Foreign Currency Translation  

In preparing the condensed financial statements, transactions in currencies other than the entity's functional 

currency are recorded at the rates of exchange prevailing at the dates of the transactions.  At each statement of 

financial position date, monetary assets and liabilities are translated using the period-end exchange rate.  

Non-monetary assets and liabilities are translated using the historical rate on the date of the transaction.  All 

gains and losses on translation of these foreign currency transactions are included in the condensed interim 

statement of loss and comprehensive loss.  

(c) Exploration and Evaluation Assets  

Exploration and evaluation expenditures include the costs of acquiring licenses, costs associated with exploration 

and evaluation activity, and the fair value (at acquisition date) of exploration and evaluation assets acquired in a 

business combination. Exploration and evaluation expenditures are capitalized as incurred.  Costs incurred before 

the Company has obtained the legal rights to explore an area are recognized in profit or loss.  

Exploration and evaluation assets are assessed for impairment if (i) sufficient data exists to determine technical 

feasibility and commercial viability, and (ii) facts and circumstances suggest that the carrying amount exceeds the 

recoverable amount.  

Once the technical feasibility and commercial viability of the extraction of mineral resources in an area of interest 

are demonstrable, which management has determined to be indicated by a feasibility study, exploration and 

evaluation assets attributable to that area of interest are first tested for impairment and then reclassified to 

mining property and development assets.  

Recoverability of the carrying amount of any exploration and evaluation assets is dependent on successful 

development and commercial exploitation, or alternatively, sale of the respective areas of interest. 

It is management’s judgement that none of the Company’s exploration and evaluation assets has reached the 

development stage and as a result are all considered exploration and evaluation assets.  

(d) Impairment of Non-Financial Assets  

The Company's tangible assets are reviewed for an indication of impairment at each statement of financial position 

date.  If indication of impairment exists, the asset's recoverable amount is estimated.  Long-lived assets that are 

not amortized are subject to an annual impairment assessment.  
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An impairment loss is recognized when the carrying amount of an asset, or its cash-generating unit, exceeds its 

recoverable amount.  A cash-generating unit is the smallest identifiable group of assets that generates cash 

inflows that are largely independent of the cash inflows from other assets or groups of assets.  The Company 

considers each mineral property to be a cash-generating unit. Impairment losses are recognized in profit and loss 

for the period.  Impairment losses recognized in respect of cash-generating units are allocated first to reduce the 

carrying amount of any goodwill allocated to cash-generating units and then to reduce the carrying amount of the 

other assets in the unit on a pro-rata basis. 

The recoverable amount is the greater of the asset's fair value less costs to sell and value in 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.  For an 

asset that does not generate largely independent cash inflows, the recoverable amount is determined for the 

cash-generating unit to which the asset belongs.  

An impairment loss is reversed if there is an indication that there has been a change in the estimates used to 

determine the recoverable amount.  An impairment loss is reversed only to the extent that the asset's carrying 

amount does not exceed the carrying amount that would have been determined, net of depreciation or 

amortization, if no impairment loss had been recognized.  An impairment loss with respect to goodwill is never 

reversed.  

(e) Share-based Payments  

The Company grants stock options to buy common shares of the Company to directors, officers, employees, and 

services providers.  The board of directors grants such options for periods of up to five years, with vesting periods 

determined at its sole discretion and at prices equal to or greater than the closing market price on the day 

preceding the date the options were granted.  

The fair value of share purchase options granted is recognized as an expense or charged to exploration and 

evaluation assets as appropriate, with a corresponding increase in equity.  An individual is classified as an 

employee when the individual is an employee for legal or tax purposes (direct employee) or provides services 

similar to those performed by a direct employee.  

The fair value for share purchase options granted to employees or those providing services similar to those 

provided by a direct employee is measured at the grant date and each tranche is recognized using the accelerated 

method basis over the period during which the share purchase options vest.  The fair value of the share purchase 

options granted is measured using the Black-Scholes option-pricing model, taking into account the terms and 

conditions upon which the share purchase options were granted.  

The fair value for share purchase options granted to non-employees for services provided is measured at the date 

the services are received.  The fair value of the share purchase options granted is measured at the fair value of 

the services received, unless the fair value of services received cannot be estimated reliably, in which case the fair 

value of the share purchase options is measured using the Black-Scholes option pricing model, taking into account 

the terms and conditions upon which the share purchase options were granted.  
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At each financial position reporting date, the amount recognized as an expense is adjusted to reflect the actual 

number of share purchase options that are expected to vest.  

(f) Income Taxes  

Income tax on the profit or loss consists of 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 expense is the expected tax payable on the taxable income for the year, using tax rates enacted or 

substantively enacted at period end, adjusted for amendments to tax payable regarding previous years.  

Deferred tax assets and liabilities are recognized for deferred tax consequences attributable to differences 

between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases.  

Deferred tax assets and liabilities are measured using the enacted or substantively enacted tax rates expected to 

apply when the asset is realized or the liability settled.  

The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that 

substantive enactment occurs.  

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

against which the asset can be utilized.  To the extent that the Company does not consider it probable that a 

deferred tax asset will be recovered, the deferred tax asset is reduced.  

The following temporary differences do not result in deferred tax assets or liabilities:  

 the initial recognition of assets or liabilities, not arising in a business combination, that does not affect 

accounting or taxable profit 

 goodwill not deductible for tax purposes  

 investments in subsidiaries, associates and jointly controlled entities where the timing of reversal of the 

temporary differences can be controlled and reversal in the foreseeable future is not probable.  

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets 

against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the 

Company intends to settle its current tax assets and liabilities on a net basis.  

(g) Loss per Share  

Loss per share is computed by dividing the net loss attributable to common shareholders by the weighted average 

number of shares outstanding during the period.  Diluted loss per share is computed similar to basic loss per 

share except that the weighted average shares outstanding are increased to include additional shares for the 

assumed exercise of stock options and warrants, if dilutive.  The number of additional shares is calculated by 

assuming that outstanding stock options and warrants were exercised and that the proceeds from such exercises 

were used to acquire common stock at the average market price during the reporting periods.  



PROMINEX RESOURCE CORP .  

 

N O T E S  T O  C O N D E N S E D  I N T E R I M  F I N A N C I A L  S T A T E M E N T S   
F O R  T H E  T H R E E  A N D  N I N E  M O N T H S  E N D E D  J A N U A R Y  3 1 ,  2 0 1 2   

( U N A U D I T E D )  

 

 

P
ag

e 
1

0
 

(h) Comprehensive Loss  

Comprehensive loss is the change in the Company's net assets that results from transactions, events and 

circumstances from sources other than the Company's shareholders and includes items that are not included in net 

profit such as unrealized gains or losses on available-for-sale investments, gains or losses on certain derivative 

instruments and foreign currency gains or losses related to self-sustaining operations.  The Company's 

comprehensive loss, components of other comprehensive income and cumulative translation adjustments are 

presented in the interim statements of comprehensive loss and the interim statements of changes in equity.  

(i) Flow-through Shares  

The Company will issue, from time to time, flow-through common shares to finance a portion of its exploration 

program.  Pursuant to the terms of the flow-through share subscription agreements, these shares transfer the tax 

deductibility of qualifying resource expenditures to investors.  On issuance, the Company bifurcates the 

flow-through share into i) a flow-through share premium, equal to the estimated premium, if any, investors pay for 

the flow-through feature, which is recognized as a liability, and ii) share capital.  Upon expenses being incurred, 

the Company recognizes a deferred tax liability for the amount of tax reduction renounced to the shareholders and 

the premium liability is reversed.  The reversal of the premium liability and the deferred tax liability are 

recognized as tax recoveries to the extent that suitable deferred tax assets are available.  

(j) Restoration, Rehabilitation and Environmental Obligations  

A legal or constructive obligation to incur restoration, rehabilitation, and environmental costs may arise when 

environmental disturbance is caused by the exploration, development, or ongoing production of a mineral 

property interest.  Such costs arising from the decommissioning of plant and other site preparation work, 

discounted to their net present value, are provided for, and capitalized at the start of each project to the carrying 

amount of the asset, as soon as the obligation to incur such costs arises.  Discount rates using a pre-tax rate that 

reflect the time value of money are used to calculate the net present value.  These costs are charged against 

profit or loss over the economic life of the related asset, through amortization using either a unit-of-production or 

the straight-line method as appropriate.  The related liability is adjusted for each period for the unwinding of the 

discount rate and for changes to the current market-based discount rate, amount, or timing of the underlying cash 

flows needed to settle the obligation.  

Costs for restoration of subsequent site damage, which is created on an ongoing basis during production, are 

provided for at their net present values and charged against profits as extraction progresses.  The Company has 

no material restoration, rehabilitation, and or environmental costs.   

(k) 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 expense (notional interest).  
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Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it is no longer 

probable that an outflow of economic benefits will be required, the provision is reversed.  The Company 

presently does not have any amounts considered to be provisions.  

(l) Joint Ventures  

A portion of the Company's exploration activities is conducted jointly with others wherein the Company enters into 

agreements that provide for a specified percentage interest in exploration and evaluations assets.  The 

Company's share of expenditures on these properties is capitalized to exploration and evaluations assets.  Joint 

venture accounting that reflects the Company's proportionate interest in exploration and evaluations assets is 

applied by the Company only when the parties enter into formal comprehensive agreements for ownership and 

mineral participation.  

(m) Accounting Standards Issued but not yet Effective  

IFRS 9, Financial Instruments: Classification and Measurement, effective for annual periods beginning on or after 

January 1, 2013, with early adoption permitted, introduces new requirements for the classification and 

measurement of financial instruments.  Management anticipates that this standard will be adopted in the 

Company's interim financial statements for the period beginning May 1, 2013, and has not yet considered the 

potential impact of the adoption of IFRS 9. 

In May 2011, the IASB issued the following standards, effective for annual periods beginning on or after January 1, 

2013 with early adoption permitted, which have not yet been adopted by the Company.  The Company has not 

yet begun to assess the impact that the new and amended standards will have on its financial statements or 

whether to early adopt any of the new requirements.  

International Financial Reporting Standard 11, Joint Arrangements (IFRS 11) IFRS 11 requires a venture to classify 

its interest in a joint arrangement as a joint venture or joint operation.  Joint ventures will be accounted for using 

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

liabilities revenue, and expenses of the joint operation.  Under existing IFRS, entities have the choice to 

consolidate proportionally or equity account for interests in joint ventures.  IFRS 11 supersedes IAS 31, Interests 

in Controlled Entities – Non-monetary Contributions by Venturers. 

International Financial Reporting Standard 13, Fair Value Measurement (IFRS 13) IFRS 13 is a comprehensive 

standard for fair value measurement and disclosure requirements across all IFRS standards.  The new standard 

clarifies that fair value is the price that would be received to sell an asset, or paid to transfer a liability in an orderly 

transaction between market participants, at the measurement date.  It also establishes disclosures about fair 

value measurement.  Under existing IFRS, guidance on measuring and disclosing fair value is dispersed among 

value measurements and in many cases does not reflect a clear measurement basis or consistent disclosures.  

International Accounting Standard 28, Investments in Associates and Joint Ventures (IAS 28) As a consequence of 

the issuance of IFRS 10, IFRS 11, and IFRS 12, IAS 28 has been amended and will further provide accounting 

guidance for investments in associates and will set out the requirements for the application of the equity method 
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when accounting for investments in associates and joint ventures.  This standard will be applied by the Company 

when there is joint control or significant influence over an investee.  

3. CAPITAL MANAGEMENT  

The Company manages its capital to maintain adequate levels of funding to support the acquisition of exploration 

and evaluations assets and to maintain the necessary corporate and administrative functions to support these 

activities.  The capital structure consists of working capital and shareholders' equity.  The Company raises 

capital, as necessary, to meet its needs and to take advantage of perceived opportunities and therefore, does not 

have a numeric target for its capital structure.  There were no changes to the Company's approach to capital 

management during the nine months ended January 31, 2012.  

The Company does not have any covenants respecting its capital ratios.  

4. EXPLORATION AND EVALUATION ASSETS  

The Company’s exploration and evaluation assets are all located in Newfoundland and Labrador, Canada.  The 

Company has investigated title to all of its exploration and evaluation assets and all of its properties are in good 

standing and requires no expenditures until 2013.  

4.1 Tulks Hill 

On December 15, 2005, the Company entered into an option agreement to acquire a 51% interest in a property 

known as Tulks Hill located in central Newfoundland.  On November 7, 2007, the Company earned a 51% interest 

by completing the requirements under the option agreement and since then has been the operator of an 

unincorporated joint venture with Buchans Minerals Corporation (TSX: V-BMC). On July 22, 2008, the joint venture 

received an NI 43-101 Technical Report on the Tulks Hill property.  The property is subject to Net Smelter Return 

royalties ranging from 2% to 2.25% on certain of the claims.  

4.2 Lake Bond 

On December 28, 2006, the Company entered into an option agreement (the “Reid Option Agreement”) to acquire 

a 100% interest (the “Option”) in a property known as Reid Lot 50, Lake Bond (the “Reid Property”) located in 

central Newfoundland.  Under the terms of the original Reid Option Agreement, in order to acquire the Option, 

the Company must expend $50,000 on exploration and development of the Reid Property by October 17, 2010.  

The Reid Option Agreement has been extended to June 30, 2012 allowing the Company additional time to 

complete the expenditures.  The Company has completed $17,114 in exploration expenditures to date.  The 

property is subject to a net smelter return royalty of 2%, of which the Company can purchase 1% for $1,000,000.  
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A summary of exploration and evaluation assets as at May 1, 2010, April 30, 2011, and January 31, 2012 is as 

follows: 

 

Balance 

April 30, 2011 

$ 

 Acquisition 

Costs 

$ 

 Exploration 

Expenditures 

$ 

 

Write-downs 

$ 

 Balance  

January 31, 2012 

$ 

          

Tulks Hill 1,623,852  -  300,839  -  1,924,691 

Lake Bond 71,086  -  -  -  71,086 

 1,694,938  -  300,839  -  1,995,777 

          

 Balance 

May 1, 2010 

$ 

 Acquisition 

Costs 

$ 

 Exploration 

Expenditures 

$ 

 

Write-downs 

$ 

 Balance 

April 30, 2011 

$ 

          

Tulks Hill 1,604,274  -  19,578  -  1,623,852 

Lake Bond 53,972  -  17,114  -  71,086 

 1,658,246  -  36,692  -  1,694,938 

          

5. SHARE CAPITAL  

5.1 Authorized, Issued, and Outstanding 

The Company is authorized to issue unlimited common shares and at as at January 31, 2012, has 62,320,890 

common shares issued and outstanding.    

5.2 Private Placements 

The Company did not complete any private during the three months ended January 31, 2012. 

5.3 Share Purchase Warrants  

The change in warrants during the nine months ended January 31, 2012, and the twelve months ended April 30, 

2011, is as follows:  
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Number of  

Warrants 

 Weighted-Average 

Exercise Price 

$ 

    

At May 1, 2010 20,190,000  0.11 

Expired (20,190,000)  0.10 

Issued 8,995,000  0.11 

At April 30, 2011 8,995,000  0.10 

Expired (1,760,000)  - 

Issued 4,000,000  0.10 

At January 31, 2012  11,235,000  0.10 

 

Details of the outstanding share purchase warrants at January 31, 2012, are as follows: 

Expiry Date 

 Exercise Price per Share 

$ 

 

Number of Shares 

April 29, 2012  0.10  7,235,000 

October 19, 2012  0.10  4,000,000 

 

5.4 Share Based Payments  

Share Purchase Options  

The Company has adopted a formal stock option plan, which follows the TSX Venture Exchange (TSX-V) policy 

under which it is authorized to grant options to directors and employees to acquire up to 10% of issued and 

outstanding common stock.  Under the plan, the exercise price of each option equals the discounted market price 

of the Company's stock as calculated on the date of grant.  The options can be granted for a maximum term of 

five years and options issued to consultants are subject to a vesting provision whereby 25% become exercisable 

every three months over a period of 12 months.  

The change in stock options during the nine months ended January 31, 2012, and the twelve months ended 

April 30, 2011.  

 Number of Options 

 Weighted-Average 

Exercise Price 

$ 

At May 1, 2010 500,000  0.15 

Expired (500,000)  0.17 

Issued 3,700,000  0.10 

At April 30, 2011 3,700,000  0.10 

Expired -  - 

Issued -  - 

At January 31, 2012 3,700,000  0.10 
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The fair value of the stock options issued during the year ended April 30, 2011, has been estimated using a 

Black-Scholes option pricing model with the following assumptions: dividend yield of 0%, expected volatility of 

105%, risk-free interest rate of 2.56% and expected life of five years.  

The following table summarizes information about options outstanding at January 31, 2012  

Exercise Price 

$ 

 Options Outstanding and  

Exercisable 

 Options  

Not Vested 

 Remaining Contractual Life  

(in years) 

0.10  3,700,000  nil  3.90 

 

6. SUPPLEMENTAL CASH FLOW INFORMATION  

 

Nine Months ended January 31 

2012 

$ 

 2011 

$ 

    

Changes in Non-cash Working Capital    

Receivables (8,049)  (17,455) 

Prepaid expenses 14,518  (2,944) 

Payables and accruals (49,464)  37,145 

 (43,005)  16,746 

    

 

7. RELATED PARTY TRANSACTIONS  

The Company’s related parties consist of executive officers and directors, the spouse of an executive officer, and 

companies controlled by executive officers and directors.  

During the quarter, the Company paid or accrued the following amounts to related parties:  

 $3,866 (2011 -$4,114) in head office rent to an officer and director, which was charged to loss for the period 

 $26,500 (2011 -$39,000) in salaries and management fees to key management personnel, of which $26,500 

(2011 -$39,000) was charged to loss for the period and $Nil (2010 -$nil) was charged to exploration and 

evaluations assets. 

Included in accounts payable and accrued liabilities are amounts owing to related parties of $349,524 

(2011 -$355,732). 
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8. FINANCIAL RISK MANAGEMENT  

The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk and market risk (including 

interest rate).  

8.1 Credit Risk  

The Company financial assets are cash and cash equivalents and amounts receivable.  The Company holds its cash 

and cash equivalents with a Canadian chartered bank and the risk of default is considered to be remote.  

Amounts receivable include an amount receivable from a joint exploration partner from which management 

believes the risk of loss to be limited based on historical experience.  

8.2 Liquidity Risk  

The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet 

liabilities when due.  At January 31, 2012, the Company had cash and cash equivalents of $5,411 (April 30, 2011 – 

$290,103) to settle current liabilities of $500,231 (April 30, 2011 – $549,695).  All of the Company's financial 

liabilities have contractual maturities of less than 30 days and are subject to normal trade terms.  

8.3 Interest Rate Risk  

Interest rate risk is the risk that future cash flows of the Company’s assets and liabilities can change due to a 

change in interest rates.  The company is not exposed to interest rate risk as all financial instruments that bear 

interest do so at a fixed rate of interest.  

9. CONVERSION TO IFRS  

9.1 Overview  

These are the Company’s third condensed interim financial statements for the nine month period ended January 

31, 2012, prepared in accordance with IAS 34 using accounting policies consistent with IFRS.  Previously, the 

Company prepared its financial statements in accordance with Canadian GAAP.  The accounting policies 

described in Note 2 are consistent with IFRS as expected to be effective on April 30, 2012, the Company’s first 

annual IFRS reporting date.  These policies have been applied in the presentation of these unaudited interim 

financial statements, including all comparative information.  
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9.2 Changes to Accounting Policies  

The Company has changed certain accounting policies to be consistent with IFRS effective or available for early 

adoption on April 30, 2012, the Company's first annual IFRS reporting date.  Adoption of IFRS has had no material 

impact on the Company’s statements of cash flows for the nine months ended January 31, 2012, and the twelve 

months ended April 30, 2011.  The changes to accounting policies and the impact on the Company’s financial 

statements are as follows:  

(a) Share-based Payment Transactions  

Under IFRS, each tranche of an award with different vesting dates is considered a separate grant for the calculation 

of fair value, and the resulting fair value is amortized over the vesting period of the respective tranches.  

Forfeiture estimates are recognized in the period they are estimated, and are revised for actual forfeitures in 

subsequent periods.  An individual is classified as an employee when the individual is an employee for legal or tax 

purposes (direct employee) or provides services similar to those performed by a direct employee, including 

directors of the Company.  The fair value for share purchase options granted to non-employees for services 

provided is measured at the date the services are received.  The fair value of the share purchase options granted 

is measured at the fair value of the services received, unless the fair value of services received cannot be estimated 

reliably, in which case they are valued using the Black-Scholes option pricing model, taking into account the terms 

and conditions upon which the share purchase options were granted.  

Under Canadian GAAP, the fair value of stock-based awards to employees with graded vesting are calculated as 

one grant and the resulting fair value is recognized on a straight-line basis over the vesting period.  Forfeitures of 

awards are recognized as they occur.  

The Company's accounting policies relating to share-based payment transactions have been changed to reflect 

these differences.  There is no impact on the financial statements.  

(b) Impairment of (non-financial) Assets  

IFRS requires a write-down of assets if the higher of the fair market value and the value in use of a group of assets 

is less than its carrying value.  Value in use is determined using discounted estimated future cash flows.  

Canadian GAAP required a write-down to estimated fair value only if the undiscounted estimated future cash flows 

of a group of assets are less than its carrying value.  

The Company's accounting policies relating to impairment of non-financial assets have been changed to reflect 

these differences and there is no impact on the financial statements.  

(c) Restoration, Rehabilitation, and Environmental Obligations (Decommissioning Liabilities)  

IFRS requires the recognition of a decommissioning liability for legal or constructive restoration, rehabilitation, and 

environmental obligations, while Canadian GAAP only requires the recognition of such liabilities for legal 

obligations.  A constructive obligation exists when an entity has created reasonable expectations that it will take 

certain actions.  The Company's accounting policies related to decommissioning liabilities have been changed to 

reflect these differences.  Management has determined that it has no legal or constructive obligations and 

accordingly, there is no impact on the financial statements.  
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(d) Flow-through Shares  

The Company will issue, from time to time, flow-through common shares to finance a portion of its exploration 

program.  Pursuant to the terms of the flow-through share subscription agreements, these shares transfer the tax 

deductibility of qualifying resource expenditures to investors.  Under IFRS, the Company bifurcates the 

flow-through share into i) a flow-through share premium, equal to the estimated premium, if any, investors pay for 

the flow-through feature, which is recognized as a liability, and ii) share capital.  Upon expenses being incurred, 

the Company recognizes a deferred tax liability for the amount of tax reduction renounced to the shareholders and 

the premium liability is reversed.  The reversal of the premium liability and the deferred tax liability are 

recognized as tax recoveries to the extent that suitable deferred tax assets are available.  Under Canadian GAAP, 

the Company recorded the tax cost of expenditures renounced to subscribers on the date the deductions were 

renounced to the subscribers.  Share capital was reduced and future income tax liabilities were increased by the 

tax cost of expenditures renounced to the subscribers, except that the amount was recognized as a tax recovery to 

the extent that suitable future tax assets were available.  The Company’s accounting policies relating to flow 

through shares have been changed to reflect these differences.  There is no impact on the financial statements. 

(e) Provisions  

Under IFRS, 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.  Under Canadian GAAP, a liability was recognized for legal obligations.  

The Company's accounting policies relating to provisions has been changed to reflect this difference and there is 

no impact on the financial statements.  
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(f) Reconciliation of Canadian GAAP to IFRS 

The Canadian GAAP statement of financial position as at May 1, 2010, has been reconciled to IFRS as follows: 

 

May 1, 2010 

Canadian 

GAAP 

$ 

 Effect of 

Transition to IFRS 

$ 

 

IFRS 

$ 

      

Assets      

Current Assents      

Cash & Cash Equivalents 67,568  -  67,568 

Amounts Receivables 35,879  -  35,879 

 103,447  -  103,447 

      

Non-current Assets      

Exploration & Evaluation Assets  1,658,246  -  1,658,246 

 1,761,693  -  1,761,693 

Liabilities      

Current Liabilities      

Accounts Payable & Accrued Liabilities 490,490  -  490,490 

      

Shareholders’ Equity      

Share Capital  7,609,278  -  7,609,278 

Warrants -  538,136  538,136 

Contributed Surplus 2,459,319  (538,136)  1,921,183 

Deficit (8,797,394)  -  (8,797,394) 

 1,271,203  -  1,271,203 

 1,761,693  -  1,761,693 
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The Canadian GAAP statement of financial position as at January 31, 2011, has been reconciled to IFRS as follows: 

 

January 31, 2011 

Canadian 

GAAP 

$ 

 Effect of Transition to 

IFRS 

$  

IFRS 

$ 

      

Assets      

Current Assents      

Cash & Cash Equivalents 21,815  -  21,815 

Amounts Receivables 53,334  -  53,334 

Prepaid expenses 2,944    2,944 

 78,092  -  78,092 

Non-current Assets      

Exploration & Evaluation Assets  1,670,032  -  1,670,032 

 1,748,125  -  1,748,125 

      

Liabilities      

Current Liabilities -    - 

Accounts Payable & Accrued Liabilities 527,635  -  527,635 

      

Shareholders’ Equity      

Share Capital  7,683,868  -  7,683,868 

Warrants -  134,387  134,387 

Contributed Surplus 2,582,019  (134,387)  2,447,632 

Deficit (9,045,407)  -  (9,045,407) 

 1,220,490  -  1,220,490 

 1,710,706  -  1,710,706 
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The Canadian GAAP statement of financial position as at April 30, 2010, has been reconciled to IFRS as follows: 

 

April 30, 2010 

Canadian 

GAAP 

$ 

 Effect of Transition to 

IFRS 

$ 

 

IFRS 

$ 

      

Assets      

Current Assents      

Cash & Cash Equivalents 67,568  -  67,568 

Amounts Receivables 35,879  -  35,879 

 103,447  -  103,447 

      

Non-current Assets -    - 

Exploration & Evaluation Assets  1,658,246  -  1,658,246 

 1,761,693  -  1,761,693 

      

Liabilities      

Current Liabilities      

Accounts Payable & Accrued Liabilities 490,490  -  490,490 

      

Shareholders’ Equity      

Share Capital  7,609,278  -  7,609,278 

Warrants -  538,136  538,136 

Contributed Surplus 2,459,319  (538,136)  1,921,183 

Deficit (8,797,394)  -  (8,797,394) 

 1,271,203  -  1,271,203 

 1,761,693  -  1,761,693 
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The Canadian GAAP statement of comprehensive loss for the three months ended January 31, 2011, has been 

reconciled to IFRS as follows:   

 

Three Months Ended January 31, 2011 

Canadian 

GAAP 

$ 

 Effect of Transition to 

IFRS 

$ 

 

IFRS 

$ 

      

Expenses      

Bank Charges & Interest 293  -  293 

Consulting Wages & Benefits 42,197  -  42,197 

Office & General 2,825  -  2,825 

Legal 402  -  402 

Filing & Transfer Agent Fees 623  -  623 

Investor Relations & Shareholder Information 1,876  -  1,876 

Regulatory Fees 1,726  -  1,726 

Rent 5,540  -  5,540 

Stock Based Compensation 111,300  -  111,300 

Travel 2,235  -  2,235 

 169,017  -  169,017 

      

Net Loss and Comprehensive Loss (169,017)  -  (269,017) 

 

The Canadian GAAP statement of comprehensive loss for the nine months ended January 31, 2011, has been 

reconciled to IFRS as follows: 

 

Nine Months ended January 31, 2011 

Canadian 

GAAP 

$ 

 Effect of Transition to 

IFRS 

$ 

 

IFRS 

$ 

Expenses      

Bank Charges & Interest 1,418  -  1,418 

Consulting Wages & Benefits 90,197  -  90,197 

Office & General 7,986  -  7,986 

Legal 1,393  -  1,393 

Filing & Transfer Agent Fees 1,950  -  1,950 

Investor Relations & Shareholder Information 4,799  -  4,799 

Regulatory Fees 1,946  -  1,946 

Rent 19,541  -  19,541 

Stock Based Compensation 111,300  -  111,300 

Travel & Entertainment 7,483  -  7,483 

 248,013  -  248,013 

      

Net Loss and Comprehensive Loss (248,013)  -  (248,013) 
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The Canadian GAAP statement of comprehensive loss for the year ended April 30, 2011, has been reconciled to 

IFRS as follows: 

 

For The Year Ended April 30, 2011 

Canadian  

GAAP 

$ 

 Effect of Transition  

to IFRS 

$ 

 

IFRS 

$ 

Expenses      

Audit 30,000  -  30,000 

Bank charges & interest 8,483  -  8,483 

Consulting wages & benefits 114,671  -  114,671 

Legal Fees 1,393  -  1,393 

Meals and Entertainment 1,461  -  1,461 

Office 8,108  -  8,108 

Regulatory fees 10,844  -  10,844 

Rent 25,606  -  25,606 

Secretarial services 2,890  -  2,890 

Shareholder information 4,961  -  4,961 

Stock option compensation 111,300  -  111,300 

Transfer agent & shareholder 6,482  -  6,482 

Travel & entertainment 1,783  -  1,783 

 327,982  -  327,982 

Net loss being comprehensive loss (327,982)  -  (327,982) 

 


