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INDEPENDENT AUDITORS' REPORT 
 
 
 
To the Shareholders of 
Remstar Resources Ltd. 
 
 
We have audited the accompanying consolidated financial statements of Remstar Resources Ltd., which comprise the 
consolidated statement of financial position as at July 31, 2013, and the consolidated statements of comprehensive loss, 
changes in shareholders’ deficiency and cash flows for the year then ended, and a summary of significant accounting 
policies and other explanatory information. 
 
Management’s Responsibility for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of these consolidated financial statements in 
accordance with International Financial Reporting Standards, and for such internal control as management determines is 
necessary to enable the preparation of consolidated 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 consolidated financial statements based on our audit.  We conducted 
our audit 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 consolidated 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated 
financial statements.  The procedures selected depend on the auditors’ judgment, including the assessment of the risks of 
material misstatement of the consolidated financial statements, whether due to fraud or error.  In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
consolidated 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 consolidated financial statements. 
 
We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Opinion 
 
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of 
Remstar Resources Ltd. as at July 31, 2013, and its financial performance and its cash flows for the year then ended in 
accordance with International Financial Reporting Standards. 
  



 

 
 
Emphasis of Matter 
 
Without qualifying our opinion, we draw attention to Note 1 in the consolidated financial statements which describes 
conditions and matters that indicate the existence of a material uncertainty that may cast significant doubt about Remstar 
Resources Ltd.’s ability to continue as a going concern. 
 
Other Matters 
 
The consolidated financial statements of Remstar Resources Ltd. for the year ended July 31, 2012 were audited by 
another auditor who expressed an unmodified opinion on those statements on November 28, 2012. 
 
 
 

“DAVIDSON & COMPANY LLP” 
 
Vancouver, Canada  Chartered Accountants 
  
November 18, 2013  
 
 
 
 
 



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Consolidated Statements of Financial Position 
(Expressed in Canadian Dollars) 
 

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

July 31, 2013 and 2012 

 
 

 2013 2012 

 $ $ 
   
ASSETS   
   
Current    

Cash and cash equivalents  41,776               17,452 
Amounts receivable (note 10(c)) - 28,326 
Prepaid expenses  22,057 20,775 

 63,833 66,553 
   
Equipment (note 4) 7,449 9,413 
   
 71,282 75,966 

   
LIABILITIES   
   
Current   

Accounts payable and accrued liabilities (note 10(c)) 108,113 95,799 
Loan payable (note 6) 37,220 - 

 145,333 95,799 
   
SHAREHOLDERS’ DEFICIENCY   
   

Share capital (note 7) 12,309,550 12,086,575 
Reserves (note 7) 776,010 806,088 
Deficit (13,159,611) (12,912,496) 

 (74,051) (19,833) 
   
 71,282            75,966 

 
Nature of operations and going concern (note 1) 
Commitment (note 11) 
Subsequent event (notes 5(b) and 6) 



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Consolidated Statements of Comprehensive Loss 
(Expressed in Canadian Dollars) 
 

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

 
Years ended July 31, 2013 and 2012 

 
 2013 2012 
 $ $ 
Expenses:  
  
Exploration and evaluation (note 5) 62,112 140,282 
General and administrative  
 Consulting fees 48,333 56,017 
 Depreciation (note 4)   1,964   2,422 
 Management fees (note 10) 64,800 64,800 
 Office, rent and administration (note 10) 18,248 5,385 
 Professional fees (note 10) 17,988 12,630 
 Regulatory, transfer agent and shareholder information 19,406 22,406 
 Share-based payments (note 10) 23,702 25,198 
 Travel, advertising and promotion  7,132 23,761 
 Wages and benefits (note 10) 111,302 90,426 
   
 374,987 443,327 
 
Loss before other items 

 
(374,987) 

 
(443,327) 

   
Other items:   
 Foreign exchange gain (loss) (1,812) 3,561 
 Finance and other income (note 8) 91,128 1,111 
 Finance and other costs (note 9) (15,224) (1,249) 
 Impairment of equipment  (note 4) - (5,080) 
 
 

 
74,092 

 
(1,657) 

  
Net loss and comprehensive loss for the year (300,895) (444,984) 

   

Basic and diluted loss per share    (0.01)  (0.01) 

   

Weighted average number of shares   46,788,670 43,485,040 

 
 
  



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Consolidated Statement of Changes in Shareholder’s Deficiency 
(Expressed in Canadian Dollars) 

 

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

Years ended July 31, 2013 and 2012 

 

 

 
Share capital  Reserves Deficit 

Total 
shareholders’ 

deficiency 

 Notes 
Common 

shares Amount  Stock options 
Treasury 

shares Total   

 # $  $ $ $ $ $ 

          

Balance, July 31, 2011   43,474,999  12,070,825  895,155 50,420  945,575 (12,632,197) 384,203 

Net loss for the year  - -  - - - (444,984) (444,984)

Share-based payments 7(d) - -  25,198 - 25,198 - 25,198 

Forfeited options 7(d) - -  (164,685) - (164,685) 164,685 - 

Finder’s fees 5(a) 25,000 750  - - - - 750 
Share issued pursuant to option 

agreement 5(a) 500,000 15,000  - - - - 15,000 

Balance, July 31, 2012   43,999,999  12,086,575  755,668 50,420  806,088 (12,912,496) (19,833)

Net loss for the year  - -  - - - (300,895) (300,895)

Share-based payments 7(d) - -  23,702 - 23,702 - 23,702 

Forfeited options 7(d) - -  (3,360) - (3,360) 3,360 - 
Reclassification of escrow shares 

cancelled  - -  - (50,420) (50,420) 50,420 - 
Share issued pursuant to loan 

agreement 6 200,000 10,000  - - - - 10,000 
Share issued pursuant to option 

agreement 5(b) 55,000 2,200  - - - - 2,200 

Private placement 7(c) 4,600,000 230,000  - - - - 230,000 

Share issue costs 7(c) - (19,225)  - - - - (19,225)

Balance, July 31, 2013 48,854,999 12,309,550   776,010 - 776,010 (13,159,611) (74,051)



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Consolidated Statements of Cash Flows  
(Expressed in Canadian Dollars) 
 

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

 
 

Years ended July 31, 2013 and 2012 

 
 2013 2012 
 $ $ 
Cash provided by (used in):   
   
Operating activities:   
 Net loss for the year (300,895) (444,984) 
 Items not involving cash:  
 Accrued interest 2,220 - 
 Depreciation 1,964 2,422 
 Share-based payments 23,702 25,198 
 Shares issued for exploration and evaluation 2,200 15,750 
 Financing fees 10,000 - 
 Impairment of equipment - 5,080 
 (260,809) (396,534) 
Changes in non-cash working capital balances:  
 Amounts receivable 28,326 (15,008) 
 Prepaid expenses (1,282) 471 
 Accounts payable and accrued liabilities 12,314 14,085 

 (221,451) (396,986) 
  
Investing activity:  
 Purchase of equipment - (599) 
  
Financing activities:  
 Proceeds from loan, net of repayment 35,000 - 
 Shares issued for cash, net of issue costs 210,775 - 

 245,775 - 
  
Increase (decrease) in cash and cash equivalents during the year 24,324 (397,585) 
  
Cash and cash equivalents, beginning of the year  17,452 415,037 
  
Cash and cash equivalents, end of the year  41,776 17,452 
  
Supplementary information:  

Cash paid for interest 2,344 - 
Cash paid for income taxes - - 

 
 
 



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Notes to the Consolidated Financial Statements  
(Expressed in Canadian Dollars) 
 
Years ended July 31, 2013 and 2012 
 

 

 

 
 

1. Nature of Operations and Going Concern 

 
 The Company was incorporated under the laws of the Province of British Columbia on November 3, 1993. The 

Company’s shares are listed for trading on the TSX Venture Exchange (“Exchange”). 
 
 The head office and principal address of the Company are located at Suite 507 – 700 West Pender Street, 

Vancouver, BC, Canada, V6C 1G8. The Company’s records office and registered office address is located at 
Suite 700 – 1199 West Hastings Street, Vancouver, British Columbia, Canada, V6E 3T5. 

 
 The Company is in the process of exploring its resource properties and has not yet determined whether these 

properties contain mineral reserves that are economically recoverable. The Company’s ability to continue as a 
going concern and the recoverability of the amounts shown for resource properties are dependent upon the ability 
of the Company to raise additional financing in order to complete the acquisition, exploration and development of 
its resource properties, the discovery of economically recoverable reserves and upon future profitable production 
or proceeds from disposition of the Company’s resource properties. As a resource company in the exploration 
stage, the ability of the Company to complete its acquisition, exploration and development will be affected 
principally by its ability to raise adequate amounts of capital through equity financings, debt financings, joint 
venturing of projects and other means.  

 
 These consolidated financial statements have been prepared using accounting policies applicable to a going 

concern which contemplate the realization of assets and settlement of liabilities in the normal course of business. 
At July 31, 2013, the Company had not yet achieved profitable operations, had accumulated losses of 
$13,159,611 (2012 - $12,912,496), working capital deficit of $81,500 (2012 - $29,246) and expects to incur further 
losses in the development of its business. The Company will be required to raise additional capital in order to 
maintain its option obligations and fund working capital requirements. While the Company has been successful in 
the past, there is no assurance that it will be able to obtain adequate financing or that such financing will be 
available on acceptable terms. If the Company is unable to obtain adequate additional financing, the Company 
will be required to curtail operations, exploration and development activities. These material uncertainties cast 
significant doubt on the entity’s ability to continue as a going concern.  

 
 These consolidated financial statements do not give effect to adjustments that would be necessary should the 

Company be unable to continue as a going concern and, therefore, be required to realize its assets and liquidate 
its liabilities and commitments other than the normal course of operations, and at amounts different from those in 
the accompanying consolidated financial statements. 

 
2.  Significant Accounting Policies 

 
The consolidated financial statements were authorized for issue on November 18, 2013 by the Directors of the 
Company. The accounting policies set out below have been applied consistently to all periods presented in these 
consolidated financial statements. 

 
(a) Basis of Presentation and Consolidation 

 
 The consolidated financial statements of the Company have been prepared on a historical cost basis in 

accordance with International Financial Reporting Standards (“IFRS”) as issued by the International 
Accounting Standards Board.  

 
The consolidated financial statements include the accounts of the Company and its wholly-owned 
Mexican subsidiary, Promotora Minera Dialex S.A. de C.V. (“Dialex”). All intercompany balances and 
transactions have been eliminated on consolidation. 
 

 



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Notes to the Consolidated Financial Statements  
(Expressed in Canadian Dollars) 
 
Years ended July 31, 2013 and 2012 
 

 

 

 
 

2.  Significant Accounting Policies – (continued) 
 

 (b) Use of Estimates and Judgments 
 

The preparation of financial statements requires management to make judgments, estimates and 
assumptions that affect the application of policies and reported amounts of assets, liabilities and 
contingent liabilities as at the date of the consolidated financial statements, and the reported amount of 
revenues and expenses during the reporting period.  Estimates and judgments are continuously 
evaluated and are based on management’s experience and other factors, including expectations of 
future events that are believed to be reasonable under the circumstances.  Actual results may differ from 
these estimates.  
 
Critical judgments exercised in applying accounting policies that have the most significant effect on the 
amounts recognized in the consolidated financial statements are as follows: 
 
Going Concern 
 
These financial statements have been prepared on a going concern basis, which assumes that the 
Company will be able to realize its assets and discharge its liabilities in the normal course of business for 
the foreseeable future.  
 
The assessment of the Company’s ability to source future operations and continue as a going concern 
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.  
 
If the going concern assumptions were not appropriate for these financial statements, then adjustments 
would be necessary in the carrying value of assets and liabilities, the reported revenue and expenses 
and the statement of financial position classifications use. 
 
The key sources of estimation uncertainty that have a significant risk of causing material adjustment to 
the amounts recognized in the consolidated financial statements are as follows:  
 
Share-based Payments  
 
The Company has an equity-settled share-based scheme for directors, officers, employees and 
consultants.  Services received, and the corresponding increase in equity, are measured by reference to 
the fair value of the equity instruments at the date of the grant, excluding the impact of any non-market 
vesting conditions.  The fair value of share options are estimated by using the Black-Scholes model on 
the date of the grant based on certain assumptions.  Those assumptions are described in Note 7(d) and 
include, among others, expected volatility, expected life of the options and number of options expected 
to vest.  Where vesting conditions exist for share options, the Board reviews progress against those 
vesting conditions annually and reviews the estimated date of the financial close of project which will 
impact the financial statements.  In the event that milestone conditions are not met, it is anticipated that 
certain options will lapse.    

 
Taxes  
 
Significant management judgment is required to determine the amount of deferred tax assets that can be 
recognized, based upon the likely timing and the level of future taxable income realized, including the 
usage of tax planning strategies.  

 
  



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Notes to the Consolidated Financial Statements  
(Expressed in Canadian Dollars) 
 
Years ended July 31, 2013 and 2012 
 

 

 

 
 

2.  Significant Accounting Policies – (continued) 
  
(c) Functional and Presentation of Foreign Currency 
 

The financial statements are presented in Canadian dollars unless otherwise noted. The presentation 
currency and functional currency of the Company and its subsidiary is the Canadian dollar. 

 
(d) Cash and Cash Equivalents 
 

Cash and cash equivalents consist of cash balances and highly liquid investments which are readily 
convertible into cash and that are subject to an insignificant risk of changes in value. The Company’s 
cash and cash equivalents are invested with major financial institutions in business and savings 
accounts which are readily available on demand by the Company. For the periods presented, the 
Company is only holding cash. 

 
(e) Equipment  
 

Equipment is carried at cost less accumulated depreciation and accumulated impairment losses. 
Depreciation is determined at rates which will reduce original cost to estimated residual value over the 
expected useful life of each asset. The annual rates used to compute depreciation are as follows: 
 

Computer hardware - 30% declining balance 
Office equipment  - 10 to 20% declining balance 
Motorcycles                 -  10% declining balance 

 
(f) Exploration and Evaluation Expenditures 
 

Exploration and evaluation activity begins when the Company obtains legal rights to explore a specific 
area and involves the search for mineral reserves, the determination of technical feasibility and the 
assessment of commercial viability of an identified mineral resource. Expenditures incurred in the 
exploration and evaluation phase include the cost of acquiring interests in mineral rights, licenses and 
properties and the costs of the Company’s exploration activities, such as researching and analyzing 
existing exploration data, gathering data through geological studies, exploratory drilling, trenching, 
sampling, and certain feasibility studies. 
 
Exploration and evaluation expenditures incurred prior to the determination of commercially viable 
mineral resources, the feasibility of mining operations and a positive development decision are expensed 
as incurred. Mineral property acquisition costs and development expenditures incurred subsequent to 
such a determination are capitalized and amortized over the estimated life of the property following the 
commencement of commercial production, or are written off if the property is sold, allowed to lapse or 
abandoned or when an impairment is determined to have occurred. 

 
 (g) Provisions 
 

Decommissioning Obligations 
 
A liability for a decommissioning obligation, such as site reclamation costs, is recorded when a legal or 
constructive obligation exists and is recognized in the period in which it is incurred. The Company 
records the estimated present value of future cash flows associated with site reclamation as a liability 
when the liability is incurred and increases the carrying value of the related assets for the same amount. 
Subsequently, these capitalized decommissioning costs will be depreciated over the life of the related 
assets. The liability is accreted to reflect the passage of time and adjusted to reflect changes in the 
timing and amount of estimated future cash flows. 
 
As at July 31, 2013 and July 31, 2012, the Company has determined that it does not have material 
decommissioning obligations as the disturbance to date is minimal. 



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Notes to the Consolidated Financial Statements  
(Expressed in Canadian Dollars) 
 
Years ended July 31, 2013 and 2012 
 

 

 

 
 

2.  Significant Accounting Policies – (continued) 
 
 (g) Provisions – (continued) 

 
Other Provisions 

 
Provisions are recognized for liabilities of uncertain timing or amount that have arisen as a result of past 
transactions, including legal or constructive obligations. The provision is measured at the best estimate 
of the expenditure required to settle the obligation at the reporting date. 

 
 (h) Share-based Payments 

 
The Company has an employee stock option plan. Share-based payments to employees are measured 
at the fair value of the stock options at the grant date and amortized to expense over the vesting periods.  
Share-based payments to non-employees are measured at the fair value of goods or services received 
or the fair value of the equity instruments issued, if it is determined the fair value of the goods or services 
cannot be reliably measured, and are recorded at the date the goods or services are received. The 
corresponding amount is recorded in equity as a stock option reserve. The fair value of options is 
determined using a Black–Scholes option pricing model which incorporates all market vesting conditions. 
The number of options expected to vest is reviewed and adjusted at the end of each reporting period 
such that the amount recognized for services received as consideration for the equity instruments 
granted shall be based on the number of equity instruments that eventually vest. Amounts recorded for 
forfeited or expired unexercised options are reversed in the period the forfeiture occurs. 

 
(i) Loss per Share 

 
The Company calculates basic loss per share using the weighted average number of common shares 
outstanding during the period.  Diluted loss per share is calculated by adjusting the weighted average 
number of common shares outstanding by an amount that assumes that the proceeds to be received on 
the exercise of dilutive stock options and warrants are applied to repurchase common shares at the 
average market price for the period in calculating the net dilution impact.  Stock options and warrants are 
dilutive when the Company has income from continuing operations and the average market price of the 
common shares during the period exceeds the exercise price of the options and warrants. 
 
All potential dilutive equity instruments are anti-dilutive for the years presented. 

 
 (j) Financial Instruments 
 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial 
liability or equity instrument to another entity. Financial assets and financial liabilities are recognized on 
the consolidated statements of financial position at the time the Company becomes a party to the 
contractual provisions. Upon initial recognition, financial instruments are measured at fair value. 
Measurement in subsequent periods is dependent on the classification of the financial instrument. The 
Company classifies its financial instruments in the following categories: at fair value through profit or 
loss, loans and receivables, held-to-maturity investments, available-for-sale and other financial liabilities.  

 
  



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Notes to the Consolidated Financial Statements  
(Expressed in Canadian Dollars) 
 
Years ended July 31, 2013 and 2012 
 

 

 

 
 

2.  Significant Accounting Policies – (continued) 
 

(j) Financial Instruments – (continued) 
 
Non-derivative Financial Assets 
 
(i) Financial Assets and Liabilities at Fair Value through Profit and Loss 
 

Financial assets and liabilities at fair value through profit and loss are either ‘held-for-trading’ or 
classified at fair value through profit or loss. Financial assets are designated at fair value through 
profit or loss if it eliminates or significantly reduces an accounting mismatch, the Company 
manages such investments and makes purchase and sale decisions based on their fair value in 
accordance with the Company’s documented risk management or investment strategy or the 
financial asset contains one or more embedded derivatives. They are initially and subsequently 
measured at fair value and changes in fair value are recognized in profit or loss for the period.  

 
The Company does not have any financial assets at fair value through profit and loss. 

 
(ii) Loans and Receivables 

 
Loans and receivables are non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market and such assets are recognized initially at fair value and 
subsequently on an amortized cost basis using the effective interest method, less any impairment 
losses. They are included in current assets, except for maturities greater than 12 months after the 
end of the reporting period, which are classified as non-current assets.  
 
The Company has designated its cash and cash equivalents and amounts receivable as loans 
and receivables. 

 
(iii) Held-to-Maturity 
 

Held-to-maturity investments are non-derivative financial assets that have fixed maturities and 
fixed or determinable payments, and it is the Company’s intention to hold these investments to 
maturity. They are initially recorded at fair value and subsequently measured at amortized cost, 
using the effective interest method, less any impairment losses.   
 
The Company does not have any held-to-maturity financial assets.  
 

(iv) Available-for-Sale 
 

Available-for-sale financial assets are non-derivative financial assets that are designated as 
available-for-sale or are not classified in any other financial asset categories. They are initially and 
subsequently measured at fair value and the changes in fair value, other than impairment losses 
and foreign currency differences on available-for-sale debt instruments, are recognized in other 
comprehensive income (loss) and presented within equity in accumulated other comprehensive 
income.  When the financial assets are sold or an impairment write-down is required, the 
cumulative gain or loss in other comprehensive income is transferred to profit or loss. 
 
The Company does not have any available-for-sale financial assets.   

 
  



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Notes to the Consolidated Financial Statements  
(Expressed in Canadian Dollars) 
 
Years ended July 31, 2013 and 2012 
 

 

 

 
 

2.  Significant Accounting Policies – (continued) 
 

(j) Financial Instruments – (continued) 
 
Non-derivative Financial Liabilities 

 
All financial liabilities are recognized initially at fair value plus any directly attributable transaction costs 
on the date at which the Company becomes a party to the contractual provisions of the instrument. 
Subsequent to initial recognition, the Company’s financial liabilities are measured at amortized cost 
using the effective interest method. The Company derecognizes a financial liability when its contractual 
obligations are discharged, cancelled or expire. 
 
The Company’s non-derivative financial liabilities include its accounts payable and accrued liabilities, 
and loan payable which are designated as other liabilities. 

 
Impairment of Financial Assets 

 
A financial asset not carried at fair value through profit or loss is assessed at each reporting date to 
determine whether there is objective evidence that it is impaired. A financial asset is impaired if objective 
evidence indicates that a loss event has occurred after the initial recognition of the asset, and that the 
loss event had a negative effect on the estimated future cash flows of that asset that can be estimated 
reliably.  

 
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 assets' original effective interest rate. Losses are recognized in profit or loss with a 
corresponding reduction in the financial asset, or in the case of amounts receivable are reflected in an 
allowance account against receivables. When a subsequent event causes the amount of impairment loss 
to decrease, the decrease in impairment loss is reversed through profit or loss.  
 

(k) Flow-through Shares 
 

The Company finances a portion of its exploration activities through the issuance of flow-through shares. 
Canadian tax legislation permits a company to issue flow-through instruments whereby the deduction for 
tax purposes relating to qualified resource expenditures is claimed by the investors rather than the 
Company. Common shares issued on a flow-through basis typically include a premium because of the 
tax benefits provided to the investor. At the time of issue, the Company estimates the proportion of the 
proceeds attributable to the premium and the common shares. The premium is estimated as the excess 
of the subscription price over the value of common shares on the date of the transaction and is recorded 
as a deferred liability. The Company recognizes a pro rata amount of the premium through the statement 
of comprehensive loss as other income with a corresponding reduction to the flow through premium 
liability as the flow-through expenditures are incurred and renounced. 
 
When the flow-through expenditures are incurred and renounced, the Company records the tax effect as 
a change to profit or loss and an increase to deferred income tax liabilities. To the extent that the 
Company has deferred income tax assets that were not recognized in previous periods, a deferred 
income tax recovery is recorded to offset the liability resulting from the renunciation. 
 

(l) Income Taxes 
 

Income tax expense comprises current and deferred income tax.  Income tax is recognized in the 
consolidated statement of comprehensive income (loss) except to the extent it relates to items 
recognized in other comprehensive income or directly in equity. 

 
  



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Notes to the Consolidated Financial Statements  
(Expressed in Canadian Dollars) 
 
Years ended July 31, 2013 and 2012 
 

 

 

 
 

2.  Significant Accounting Policies – (continued) 
 

(l) Income Taxes - (continued) 
 
Current Income Tax 

 
Current income tax expense is based on the results for the period as adjusted for items that are not 
taxable or not deductible.  Current income tax is calculated using tax rates and laws that were enacted or 
substantively enacted at the end of the reporting period.  Management periodically evaluates positions 
taken in tax returns with respect to situations in which applicable tax regulation is subject to 
interpretation.  Provisions are established where appropriate on the basis of amounts expected to be 
paid to the tax authorities. 

 
Deferred Income Tax 

 
Deferred income taxes are the taxes expected to be payable or recoverable between the carrying 
amounts of assets in the consolidated statement of financial position and their corresponding tax bases 
used in the computation of taxable profit.  Deferred tax liabilities are generally recognized for all taxable 
temporary differences between the carrying amounts of assets and their corresponding tax bases.  
Deferred tax assets are recognized to the extent that it is probable that taxable profits will be available 
against which deductible temporary differences can be utilized.  Such assets and liabilities are not 
recognized if the temporary difference arises from the initial recognition of goodwill or from the initial 
recognition (other than in a business combination) of other assets in a transaction that affects neither the 
taxable profit nor the accounting profit. 
 
Deferred Income Tax Liabilities: 
 are generally recognized for all taxable temporary differences; 
 are recognized for taxable temporary differences arising on investments in subsidiaries except 

where the reversal of the temporary difference can be controlled and it is probable that the 
difference will not reverse in the foreseeable future; and 

 are not recognized on temporary differences that arise from goodwill which is not deductible for tax 
purposes. 

 
Deferred Income Tax Assets: 
 are recognized to the extent it is probable that taxable profits will be available against which the 

deductible temporary differences can be utilized; and 
 are reviewed at the end of the reporting period and reduced to the extent that it is no longer 

probable that sufficient taxable profits will be available to allow all or part of an asset to be 
recovered. 

3.  Recent Accounting Pronouncements 
 

The following IFRS standards have been recently issued by the IASB or the IFRIC. Pronouncements that are not 
applicable or do not have a significant impact to the Company have been excluded herein. The Company is 
assessing the impact of these new standards, but does not expect them to have a significant effect on the 
financial statements. 

 
  



REMSTAR RESOURCES LTD. 
(An Exploration Stage Company) 
 
Notes to the Consolidated Financial Statements  
(Expressed in Canadian Dollars) 
 
Years ended July 31, 2013 and 2012 
 

 

 

 
 

3.  Recent Accounting Pronouncements – (continued) 
 

 (a) IFRS 9, Financial Instruments 
 
The IASB has issued a new standard, IFRS 9, “Financial Instruments” (“IFRS 9”), which will replace IAS 
39, “Financial Instruments: Recognition and Measurement” (“IAS 39”). The replacement of IAS 39 is a 
multi-phase project with the objective of improving and simplifying the reporting for financial instruments 
and the issuance of IFRS 9 is part of the first phase of this project. IFRS 9 uses a single approach to 
determine whether a financial asset or liability is measured at amortized cost or fair value, replacing the 
multiple rules in IAS 39.  

 
For financial assets, the approach in IFRS 9 is based on how an entity manages its financial instruments 
in the context of its business model and the contractual cash flow characteristics of the financial assets. 
IFRS 9 requires a single impairment method to be used, replacing multiple impairment methods in IAS 
39. For financial liabilities measured at fair value, fair value changes due to changes in an entity’s credit 
risk are presented in other comprehensive income. IFRS 9 is effective for annual periods beginning on or 
after January 1, 2015. The Company does not expect the implementation to have a material impact on 
the Company’s results of operations, financial position and disclosures. 

 
(b) IFRS 13, Fair Value Measurement 

 
IFRS 13, Fair Value Measurement (“IFRS 13”) is effective for annual periods beginning on or after 
January 1, 2013.  IFRS 13 defines fair value as 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, i.e. 
an exit price. The standard also establishes a framework for measuring fair value and sets out disclosure 
requirements for fair value measurements to provide information that enables financial statement users 
to assess the methods and inputs used to develop fair value measurements and, for recurring fair value 
measurements that use significant unobservable inputs (Level 3), the effect of the measurements on 
profit or loss or other comprehensive income. The Company does not expect the implementation to have 
a significant impact on the Company’s results of operations, financial position, and disclosures. 

 
4. Equipment 
 

 Computer 
hardware Motorcycles

Office equipment 
Total

 $ $ $ $ 
Costs:     
Balance, July 31, 2011 24,343 11,977 41,715 78,035 
   Additions - - 599 599 
Balance, July 31, 2012 and 2013  24,343 11,977 42,314 78,634 

     
Depreciation:     
Balance, July 31, 2011 17,229 3,928 23,335 44,492 
   Depreciation 346 - 2,076 2,422 
Balance, July 31, 2012 17,575 3,928 25,411 46,914 
   Depreciation 243 - 1,721 1,964 
Balance, July 31, 2013 17,818 3,928 27,132 48,878 

     
Impairment:     
Balance, July 31, 2011 880 8,049 8,298 17,227 
   Impairment 5,080 - - 5,080 
Balance, July 31, 2012 and 2013 5,960 8,049 8,298 22,307 

 
Net Book Value:     
July 31, 2013 565 - 6,884 7,449 
July 31, 2012 808 - 8,605 9,413 
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5. Exploration and Evaluation Expenditures 
 

Expenditures incurred by the Company on the Properties are summarized as follows: 
 

  
Snip and Seebach, 

British Columbia 
(a) 

Wildnest and 
Phantom Lake, 
Saskatchewan 

(b) 

 
 
 

Total 
 $ $ $ 
    
Balance, July 31, 2011 289,137 - 289,137 
Acquisition and option payments:    

Common shares 6,625 - 6,625 
Exploration:    

Geology 86,000 - 86,000 
Geophysics 16,250 - 16,250 
Mineral concession fees 10,094 - 10,094 
Travel and accommodation 21,313 - 21,313 

 140,282 - 140,282 

Balance, July 31, 2012 429,419 - 429,419 
Acquisition and option payments:    

Finder’s fee recovery  (1,875) - (1,875) 
Cash  - 2,750 2,750 
Common shares issued  - 2,200 2,200 
Staking - 26,341 26,341 

Exploration:    
Geophysics - 12,196 12,196 
Consulting - 20,500 20,500 

 (1,875) 63,987 62,112 

Balance, July 31, 2013 427,544 63,987 491,531 

 

(a) Snip and Seebach Properties  
 

The Company entered into an option agreement dated January 12, 2011, as amended on June 17, 2011 
and July 25, 2012, whereby the Company has been granted an option to acquire a 100% interest in the 
Snip and Seebach properties (the “Properties”) located in British Columbia.  

 
Under the terms of the amended agreement, the Company may earn a 100% interest in the Properties 
by making cash payments of $50,000, issuing an aggregate of 4,000,000 common shares over five years 
and incurring exploration expenditures of $850,000 over four years as follow:  

 
  

Cash 
Common 

shares 
Exploration  

expenditures 

                      $          # $ 
On execution of option 

agreement        50,000 (paid) -                 - 
Upon Exchange acceptance                      -          2,000,000 (issued) - 
On or before July 25, 2012 - 500,000 (issued) 100,000 (incurred)

On or before July 25, 2013 - 500,000          100,000 
On or before July 25, 2014 - 500,000 325,000 
On or before July 25, 2015 - 500,000           325,000 

        50,000 4,000,000       850,000 
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5. Exploration and Evaluation Expenditures – (continued)  
 

(a) Snip and Seebach Properties – (continued) 
 
 The property is subject to a 2% net smelter royalty. 

   
Pursuant to a finder’s fee agreement dated November 10, 2010, the Company agreed to pay a finder’s 
fee of $2,500 (paid) and 200,000 common shares (125,000 shares issued) of the Company related to 
this acquisition.  
 
On July 24, 2013, the Company terminated the option agreement for the Snip and Seebach properties.  
 

(b) Wildnest and Phantom Lake Properties 

 
The Company entered into an option agreement with Ray-Dor Resources Ltd. (the “Optionor”) dated 
November 15, 2012 (“Agreement”), pursuant to which it has been granted an option to acquire a 100% 
interest in seven mineral claims known as the Wildnest and Phantom Lake gold properties located in the 
Flin Flon area of Manitoba and Saskatchewan (the “Claims”).  Under the terms of the Agreement, the 
Company may earn a 100% interest in the Claims by making cash payments of $32,500 and issuing 
200,000 common shares of the Company over a period of three years. In addition, the Company is 
required to complete exploration programs totalling $850,000 over a four year period. 

 
The Claims are subject to a 2% net smelter royalty (NSR), of which, 50% of the NSR or 1% NSR may be 
acquired by the Company at any time for $500,000.  
 
Aggregate finders’ fees of $3,250 ($250 paid) and 20,000 common shares (5,000 issued) of the 
Company will be paid in staged yearly payments as property option payments are made.  
 
Subsequent to July 31, 2013, the Company signed an amended agreement with the Optionor dated 
October 28, 2013, pursuant to which extensions have been granted to the cash option payment of 
$5,000 from December 21, 2013 to June 21, 2014 and exploration expenditure obligation of $50,000 
from December 21, 2013 to December 21, 2014. In consideration for the extensions, the Company will 
issue an additional 150,000 shares to the Optionor and an additional 15,000 shares to the finders. The 
amended option payments and obligations follow: 
 

Date Cash  Common shares 
Exploration 

Expenditures 
 $ # $ 
Upon Exchange approval  2,500 (paid) 50,000 (issued) - 
On or before November 7, 2013  200,000 (1) - 
On or before June 21, 2014    5,000 - - 
On or before December 21, 2014   10,000 50,000 150,000 
On or before December 21, 2015   15,000 50,000 150,000 
On or before December 21, 2016   - - 550,000 

Totals 32,500 350,000 850,000 

 
(1) Issued subsequent to July 31, 2013. 
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6. Loan Payable 
 

The Company entered into a loan agreement dated September 14, 2012, with an arm’s length party (the “Lender”) 
in the principal amount of $50,000. The loan is unsecured, bears interest at 12% per annum and matures on 
March 15, 2013.  In consideration for the loan, the Company issued 200,000 common shares to the Lender at a 
fair value of $10,000. During the year ended July 31, 2013, the Company made a partial payment of $15,000 
towards this loan.  

 
During the year ended July 31, 2013, the Company paid or accrued $4,564 in interest on this loan. 

 
Subsequent to July 31, 2013, the Lender signed an amended letter agreement dated November 18, 2013, 
granting the Company an extension to the term of the loan to March 15, 2014. 
 

7. Share Capital and Reserves 
 

(a) Authorized 
 
Unlimited number of voting common shares without par value. 

 
(b) Issued 
 

At July 31, 2013, there were 48,854,999 issued and fully paid common shares (2012 – 43,999,999). 
 

(c) Share Issuances 
 
On January 17, 2013, the Company closed a non-brokered private placement of 4,600,000 units at $0.05 
per unit for gross proceeds of $230,000. Each unit consisted of one common share and one-half of one 
common share purchase warrant of the Company.  Each warrant entitles the holder to acquire an 
additional common share of the Company at an exercise price of $0.10 per share expiring January 7, 
2015.  
 
Share issue costs with respect to the private placement totaled $19,225 which included finder’s fees of 
$17,000 and other cash issue costs of $2,225. 
 

(d) Stock Options 
 
The Company has a stock option plan under which it is authorized to grant options to directors, officers, 
employees and consultants for up to a maximum of 10% of the issued and outstanding common stock of 
the Company. The exercise price (less any discounts permitted by regulatory policies and determined by 
the directors at the time of grant) under each option shall be the market price of the Company's stock at 
the date of grant. The options have expiry dates of no later than ten years from the date of grant and 
vest immediately as determined by the Board of Directors or as to 25.0% on the date of the grant and 
12.5% every three months thereafter for a total vesting period of 18 months.  
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7. Share Capital and Reserves – (continued) 
  
(d) Stock Options – (continued) 

 
A summary of the status of the options outstanding follows: 
 

 Number of  
Options 

Weighted Average 
Exercise Price 

 # $ 
Balance, July 31, 2011 3,720,000   0.10 
   Granted 1,375,000 0.10 
   Forfeited  (1,080,000) 0.10 

Balance, July 31, 2012 4,015,000   0.10 
   Forfeited (110,000) (1) 0.10 

Balance, July 31, 2013 3,905,000 0.10 

(1) During the year ended July 31, 2013, the fair value of 110,000 (2012 – 1,080,000) forfeited options of 
$3,360 (2012 - $164,685) was reclassified from reserves to deficit. 
 
Stock options outstanding and exercisable at July 31, 2013 are as follows: 
 

Options Outstanding Exercise Price Expiry Date Options Exercisable 
# $  # 

 125,000 0.10 August 9, 2016  125,000 
 50,000 0.10 April 26, 2017  50,000 
 170,000 0.10 April 17, 2018  170,000 
 520,000 0.10 May 20, 2018  520,000 
 185,000 0.10 June 2, 2018  185,000 
 75,000 0.10 June 12, 2018  75,000 
 265,000 0.10 February 4, 2019  265,000 
 350,000 0.10 February 18, 2019  350,000 
 900,000 0.10 October 12, 2020  900,000 
 1,265,000 0.10 April 26, 2017  1,106,875 

 3,905,000    3,746,875 

 

During the year ended July 31, 2013, the Company recorded share-based payments of $23,702 (2012 - 

$25,198) for the fair value of stock options granted and vested during the period. The weighted average 

fair value of options granted during the year ended July 31, 2013 was $nil (2012 - $0.04) per option. 

 

The fair values of stock options granted were estimated using the Black-Scholes option pricing model 

with the following weighted average assumptions: 
 

 2013 2012 

Risk free interest rate - 1.36% 
Expected life of options - 3.26 years 
Expected dividend yield - 0% 
Expected stock price volatility - 106.69% 
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7. Share Capital and Reserves – (continued) 
  
(e) Warrants 
 

Each whole warrant entitles the holder to purchase one common share of the Company. 
 

  
Warrants 

Weighted Average 
Exercise Price 

 # $ 

Balance, July 31, 2011 and 2012  930,000 0.10 

    Granted 2,300,000 0.10 

Balance, July 31, 2013 3,230,000 0.10 
 

Warrants outstanding at July 31, 2013 are as follows: 
 

Number of Outstanding Exercise Price Expiry Date 

930,000  $0.10 July 28, 2016 

2,300,000                      $0.10 January 7, 2015 

 
8. Finance and other income  

 

 2013 2012 
 $ $ 
   
Recovery of asset-backed commercial paper (i) 91,128 - 
Interest income - 1,111 

 91,128 1,111 

 
(1) During the year ended July 31, 2013, the Company received it’s pro rata share of asset-backed commercial 

paper (“ABCP”) settlement funds. The funds were collected from various investment dealers as a result of ABCP 
enforcement settlements.  

 
9. Finance and other costs  

 

 2013 2012 
 $ $ 
   
Financing fee (note 6) 10,000 - 
Interest expense (note 6) 4,564 - 
Bank charges 660 1,249 

 15,224 1,249 
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10. Related Party Transactions  
 

(a) Related Party Transactions 
 
(i) The Company incurred the following transactions with a company that is controlled by an officer of 

the Company: 
 

 2013 2012 
 $ $ 
   
Legal fees 3,758 1,379 

 
(ii) The Company recovered expenses from companies having directors and officers in common 

netted directly against the related expense: 

   
 2013 2012 
 $ $ 
 
Office, rent, administration and wages  381,794 360,218 

 
(b) Compensation of Key Management Personnel 

  
The Company’s key management personnel has authority and responsibility for planning, directing and 
controlling the activities of the Company and consists of its Directors, Chief Executive Officer and Chief 
Financial Officer. 

 
 

 2013 2012 
 $ $ 
  
Short-term benefits - management fees 64,800 64,800 
Short-term benefits - wages and salaries 24,600 16,800 
Share-based payments (1) 10,396 9,641 

 99,796 91,241 

 
 (1) Share-based payments are the fair value of options granted and vested to key management personnel 

under the Company’s stock option plan (note 7(d)). 
 

(c) Related Party Balances 
  

The following related party amounts were included in (i) accounts payable and accrued liabilities and (ii) 
amounts receivable:  

 
 2013  2012 
 $ $ 
   

Companies having directors and officers in common 
(i)  

 
40,845 

 
31,900 

Company controlled by a director and officer of the 
Company (i)  

 
17,010 

 
12,096 

Companies having directors and officers in common 
(ii) 

 
-  

 
17,638  
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10. Related Party Transactions – (continued) 
 

(c) Related Party Balances – (continued) 
 
 Amounts due to related parties are unsecured, non-interest bearing and have no specific repayment 

terms. 
 
11. Commitment 
 

The Company is committed to future minimum annual lease payments with respect to office leases expiring 
January 31, 2015, as follows:  

 
 $ 
  
2014 77,916 
2015  39,635 

 117,551 

 
12. Segmented Information 
 

The Company has one operating segment, being the exploration of resource properties and operated in one 
geographic segment at July 31, 2013 and 2012 with all assets located in Canada. 

 
13. Financial Instruments and Risk Management 
 

(a) Fair Value of Financial Instruments 
 
As at July 31, 2013, the Company’s financial instruments consist of cash and cash equivalents, amounts 
receivable, accounts payable and accrued liabilities, and loan payable. The carrying values of these 
financial instruments approximate their fair values because of their short term nature and/or the 
existence of market related interest rates on the instruments.   
 
IFRS requires disclosures about the inputs to fair value measurements for financial assets and liabilities 
recorded at fair value, including their classification within a hierarchy that prioritizes the inputs to fair 
value measurement. The three levels of hierarchy are: 

 
Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities; 
Level 2 - Inputs other than quoted prices that are observable for the asset or liability, either directly or 

indirectly; and 
Level 3 - Inputs for the asset or liability that are not based on observable market data. 
 
The Company has no financial instrument assets or liabilities recorded in the statements of financial 
position at July 31, 2013 and 2012 at fair value and accordingly fair value hierarchy disclosure is not 
required. 
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13. Financial Instruments and Risk Management  –  (continued) 
  
(b) Financial Instruments Risk 
 

The Company is exposed in varying degrees to a variety of financial instrument related to risks. The 
Board approves and monitors the risk management processes: 

 
(i) Credit Risk  

 
Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails 
to meet its contractual obligations. The Company is subject to credit risk on the cash balances at 
the bank, its short-term bank Guaranteed Investment Certificates (“GICs”) and amounts receivable. 
The investments are with Schedule 1 banks or equivalent, with the majority of its cash held in 
Canadian based banking institutions, authorized under the Bank Act to accept deposits, which may 
be eligible for deposit insurance provided by the Canadian Deposit Insurance Corporation. 
Management considers that risks related to credit are minimal.  

 
(ii) Liquidity Risk  

 
Liquidity risk is the risk that the Company will not be able to meet the obligations associated with its 
financial liabilities. The Company’s approach to managing liquidity is to ensure that it will have 
sufficient liquidity to settle obligations and liabilities when due. As at July 31, 2013, the Company 
had cash and cash equivalents of $41,776 to settle current liabilities of $145,333. 
 
The Company is dependent on the availability of credit from its suppliers and its ability to generate 
sufficient funds from equity and debt financing to meet current and future obligations. There can be 
no assurance that such financing will be available on terms acceptable to the Company (note 1). 

 
 (iii) Market Risk  
 

a. Interest Rate Risk 
 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company’s accounts payable and 
accrued liabilities are non-interest bearing. As at July 31, 2013, the Company’s interest 
bearing assets are cash and cash equivalents. The Company maintains a minimum cash 
balance in its chequing account and transfers funds from its investment account when the 
need arises. The Company’s investments are placed in GICs which interest rates vary 
depending on the rates offered by the banks when the instruments mature and are 
automatically renewed. A change of 100 basis points in the interest rates would not be 
material to the financial statements.  

 
b. Commodity Price Risk 

 
Commodity price risk is the risk of financial loss resulting from movements in the price of the 
Company’s commodity inputs and outputs. The Company’s risk relates primarily to the 
expected output to be produced at its resource properties described in note 5(b) of these 
financial statements of which production is not expected in the near future. 
 

During the year ended July 31, 2013 and 2012, there were no changes to the Company’s risk exposure 
or to the Company’s policies for risk management. 
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14. Capital Management 
 

The Company’s objective when managing capital is to safeguard the Company’s ability to continue as a going 
concern such that it can provide returns for shareholders and benefits for other stakeholders. The Company 
considers the items included in shareholders’ equity (deficiency) as capital.  The management of the capital 
structure is based on the funds available to the Company in order to support the acquisition, exploration and 
development of resource properties and to maintain the Company in good standing with the various regulatory 
authorities. In order to maintain or adjust its capital structure, the Company may issue new shares, sell assets to 
settle liabilities or return capital to its shareholders. 
 
The Company is not subject to externally imposed capital requirements. 

 
The properties in which the Company currently has an interest in are in the exploration stage, as such, the 
Company does not recognize revenue from its exploration properties. The Company’s historical sources of capital 
have consisted of the sale of equity securities and interest income. In order for the Company to carry out planned 
exploration and development and pay for administrative costs, the Company will spend its working capital and 
expects to raise additional amounts externally as needed.  
 
There were no changes in the Company’s management of capital during the year ended July 31, 2013. 

 
15. Income Taxes 
 

A reconciliation of income taxes at statutory rates with the reported taxes is as follows: 
 

 

 2013 2012 

 $ $ 
   
Earnings (loss) for the year (300,895) (444,984) 

Statutory tax rate 25.33% 25.63% 
Expected income tax (recovery) (76,000) (114,000) 

Change in statutory and future tax rates (60,000) 7,000 

Permanent differences 6,000 2,000 

Impact of flow through share - 33,000 
Share issue cost (5,000) - 
Change in unrecognized deductible temporary differences and 

expiry of tax assets 135,000 72,000 

Total income taxes expense (recovery) - - 
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15. Income Taxes – (continued) 
 
The significant components of the Company’s temporary differences, unused tax credits and unused tax losses 
that have not been included on the consolidated statement of the financial position are as follows: 
 

 

 2013 
Expiry Date 

Range 2012 
 $  $ 

    
Temporary Differences:    

Exploration and evaluation assets 425,000 No expiry date 399,000 
Property and equipment 42,000 No expiry date 56,000 
Share issue costs 24,000 2034 to 2038 1,000 
Allowable capital losses 797,000 No expiry date 1,122,000 
Non-capital losses available for future 

period 4,506,000 2014 to 2033 6,264,000 

 
Tax attributes are subject to review, and potential adjustment, by tax authorities. 
 


