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Management’s Responsibility for Financial Reporting 
 
The accompanying financial statements of Finore Mining Inc. (the “Company”) were prepared by 
management in accordance with International Financial Reporting Standards. Management 
acknowledges responsibility for the preparation and presentation of the financial statements, including 
responsibility for significant accounting judgments and estimates and the choice of accounting principles 
and methods that are appropriate to the Company’s circumstances. The significant accounting policies of 
the Company are summarized in Note 2 to the financial statements. 
 
Management has established processes, which are in place to provide them sufficient knowledge to 
support management representations that they have exercised reasonable diligence that (i) the financial 
statements do not contain any untrue statement of material fact or omit to state a material fact required to 
be stated or that is necessary to make a statement not misleading in light of the circumstances under 
which it is made, as of the date of and for the years presented by the financial statements and (ii) the 
financial statements fairly present in all material respects the financial condition, results of operations and 
cash flows of the Company, as of the date and for the periods presented by the audited financial 
statements. 
 
The Board of Directors is responsible for reviewing and approving the financial statements together with 
other financial information of the Company and for ensuring that management fulfills its financial reporting 
responsibilities. An Audit Committee assists that Board of Directors in fulfilling this responsibility. The 
Audit Committee meets with management to review the financial reporting process and the financial 
statements together with other financial information of the Company. The Audit Committee reports its 
findings to the Board of Directors for its consideration in approving the financial statements together with 
other financial information of the Company for issuance to the shareholders. 
 
Management recognizes its responsibility for conducting the Company’s affairs in compliance with 
established financial standards, applicable laws and regulations, and for maintaining proper standards of 
conduct for its activities. 
 
(signed)  (signed) 
   
Savio Chiu  David Velisek 
Director  Director 

 
 
 
 
 
 
 
 
  



 
 
 
 

 

 
 
 
 
 
 

INDEPENDENT AUDITORS' REPORT 
 
 
To the Shareholders of 
Finore Mining Inc. 
 
 
We have audited the accompanying financial statements of Finore Mining Inc., which comprise the statements of financial 
position as at July 31, 2013, and the statements of loss and comprehensive loss, changes in equity and cash flows for the year 
then ended, and a summary of significant accounting policies and other explanatory information. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility  
 
Our responsibility is to express an opinion on these financial statements based on our 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 financial statements are free 
from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements.  The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control.  An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements. 
 
We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
 
In our opinion, these financial statements present fairly, in all material respects, the financial position of Finore Mining Inc. 
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 financial statements which describes conditions and 
matters that indicate the existence of a material uncertainty that may cast significant doubt about Finore Mining Inc.’s ability 
to continue as a going concern. 
 
Other Matters 
 
The financial statements of Finore Mining Inc. for the year ended July 31, 2012 were audited by another auditor who 
expressed an unmodified opinion on those statements on November 21, 2012. 
 
 

“DAVIDSON & COMPANY LLP” 
 
Vancouver, Canada  Chartered Accountants 
  
November 27, 2013  
 
 
 



 
 
 
 

 

FINORE MINING INC. 
(An Exploration Stage Enterprise) 
(Expressed in Canadian Dollars, unless stated otherwise) 
STATEMENTS OF FINANCIAL POSITION 

 
      
 Note  

 
July 31, 2013 

$ 
July 31, 2012 

$ 
    
ASSETS    
    
Current    

Cash and cash equivalents  341,298 222,687 
Short-term investment  11,503 11,503 
Other receivables  6,694 17,039 
Prepaid expenses  11,643 29,037 

Total Current Assets  371,138 280,266 
    
Exploration and evaluation assets 3 10,683,532 5,895,343 
TOTAL ASSETS  11,054,670 6,175,609 

    
LIABILITIES AND SHAREHOLDERS’ EQUITY    

    
Current    

Accounts payable and accrued liabilities  188,769 654,095 
Total Current Liabilities  188,769 654,095 
    
Shareholders’ Equity    

Share capital   4 16,606,986 11,182,216 
Reserves  4 1,834,032 1,840,181 
Deficit  (7,575,117) (7,500,883) 

Total Shareholders’ Equity  10,865,901 5,521,514 
    
TOTAL LIABILITIES AND SHAREHOLDERS’ 
EQUITY 

 
11,054,670 6,175,609 

 
Nature of Operations and continuance of operations 1  
Subsequent Event 11  
 
 
 
Approved and authorized by the Board on November 27, 2013: 
 

    
“Savio Chiu” , Director “David Velisek” , Director 
Savio Chiu  David Velisek  

 
 

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



 
 
 
 

 

FINORE MINING INC. 
(An Exploration Stage Enterprise) 
(Expressed in Canadian Dollars, unless stated otherwise) 
STATEMENTS OF LOSS AND COMPREHENSIVE LOSS 
FOR THE YEARS ENDED JULY 31, 

 
 

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

 

   
Note 

2013 
$ 

2012 
$ 

    
EXPENSES    

Advertising and promotion  16,108 28,107 
Amortization expense   -  171 
Conference   -  4,502 
Consulting fees   65,461  774,721 
Insurance   9,932  13,207 
Office and general   2,756  29,034 
Professional fees  48,790  64,588 
Share-based payments 4  -  212,305 
Transfer agent and filing fees   32,990 41,554 
Travel and entertainment  1,826 124,486 

    
Operating Loss   (177,863) (1,292,675) 
    

Interest income  110 25,291 
Foreign exchange loss  (6,739) (19,984) 
Gain on debt settlement  8 104,109 - 

    
Loss and comprehensive loss for the year  (80,383) (1,287,368) 
    
Basic and diluted loss per share  (0.00) (0.03) 
    
Weighted average number of common shares outstanding  
  – Basic and diluted 

 
100,420,357 38,525,143 



 
 
 

 

FINORE MINING INC. 
(An Exploration Stage Enterprise) 
(Expressed in Canadian Dollars, unless stated otherwise) 

 
STATEMENTS OF CHANGES IN EQUITY  
 
 Common Shares  Reserves    

 
Number of 

Shares 
Amount 

$ 

 
Option 

Reserve 
$ 

Warrant 
Reserve 

$ 

Other 
Reserve 

$ 

Deferred 
Share-based 

Payments 
$ 

Deficit 
$ 

Total 
Shareholders’ 

Equity 
$ 

          
Balance – July 31, 2011 34,920,775 9,199,648  1,348,857 322,875 3,499 (50,005) (6,213,515) 4,611,359 
Issuance pursuant to mineral 
property option agreement 3,227,208 1,146,718  - - - - - 1,146,718 
Mineral property option finders’ fees 1,850,000 832,500  - - - - - 832,500 
Share-based payments - -  162,300 - - 50,005 - 212,305 
Debt settlement 10,000 3,350  - - - - - 3,350 
Debt forgiveness - -  - - 2,650 - - 2,650 
Loss and comprehensive loss for 
the year - -  - - - - (1,287,368) (1,287,368) 
Balance – July 31, 2012 40,007,983 11,182,216  1,511,157 322,875 6,149 - (7,500,883) 5,521,514 
 
Issuance pursuant to mineral 
property amended option agreement 68,000,000      4,265,000  - - - - -  4,265,000  
Share issuance cost - (17,730)  - - - - - (17,730) 
Non-brokered private placement 44,383,333   1,177,500  - - - - -  1,177,500  
Transfer of other reserve to deficit  - -  - - (6,149) - 6,149 - 
Loss and comprehensive loss for 
the year - -  - - - - (80,383) (80,383)  
Balance – July 31, 2013 152,391,316 16,606,986  1,511,157 322,875 - - (7,575,117) 10,865,901  

 
 

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



 
 
 

 

FINORE MINING INC.  
(An Exploration Stage Enterprise) 
(Expressed in Canadian Dollars, unless stated otherwise) 
STATEMENTS OF CASH FLOWS  
FOR THE YEARS ENDED JULY 31, 
 

 
2013 

$ 
2012 

$ 
   
CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES:   
   
Net loss for the year (80,383)      (1,287,368) 
   
Adjustment for items not involving cash:   

Share-based payments -   212,305  
Amortization expense -  171  
Gain on debt settlement (104,109) -  
Foreign exchange loss  4,563 19,984  
Write-off of assets - 549 

   
Changes in non-cash operating working capital:   

Decrease in receivables  10,345  37,419  
Decrease in prepaid expenses  17,394   65,396  
Increase in accounts payable and accrued liabilities 66,581  140,395  
   
Net cash flows used in operating activities (85,609) (811,149) 

   
CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES:   

Short-term investment  -   4,254,768  
Exploration and evaluation assets  (973,040)  (4,004,568) 

   
Net cash flows from (used in) investing activities (973,040)  250,200  
   

CASH FLOWS FROM FINANCING ACTIVITIES:   
Share issue cost (240) - 
Proceeds from issuance of shares 1,177,500 - 

   
Net cash flows from financing activities 1,177,260 - 

   
Increase (Decrease) in cash and cash equivalents  118,611  (560,949)  
   
Cash and cash equivalents, beginning of the year  222,687   783,636  
   
Cash and cash equivalents, end of the year  341,298   222,687  

 
Supplemental cash flow information (Note 5) 

 
 

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



FINORE MINING INC. 
(An Exploration Stage Enterprise) 
(Expressed in Canadian Dollars, unless stated otherwise) 
Notes to Audited Financial Statements  
For the Year Ended July 31, 2013 
 

 

7 
 

1. NATURE OF OPERATIONS AND CONTINUANCE OF OPERATIONS 
 
Finore Mining Inc. (the “Company”) was incorporated on November 29, 2006 pursuant to the Business 
Corporations Act, British Columbia. The Company’s principal business activity is the exploration of exploration 
and evaluation assets. The Company’s common shares trade on the Canadian National Stock Exchange 
(“CNSX”) under the symbol of “FIN.” The Company’s shares  trade in the United States on the OTCQX 
International under the symbol of “FNREF”. 
 
The head office, principal address and registered office of the Company are located at Suite 1980, 1075 West 
Georgia Street, Vancouver, B.C., V6E 3C9.  
 
The Company is in the process of exploring its exploration and evaluation assets interests and has not yet 
determined whether its exploration and evaluation assets interests contain mineral reserves that are 
economically recoverable. The Company’s continuing operations, and the recoverability of the amounts 
shown for exploration and evaluation assets are entirely dependent upon the existence of economically 
recoverable mineral reserves, the ability of the Company to obtain the necessary financing to complete the 
exploration and development of its exploration and evaluation assets interests, and on future profitable 
production or proceeds from the disposition of the exploration and evaluation assets interests.  
 
The business of exploring for and mining of minerals involves a high degree of risk and there can be no 
assurance that current exploration programs will result in profitable mining operations. 
 
The financial information is presented in Canadian Dollars (CDN$), which is the functional currency of the 
Company.  
 
The Company has a working capital as at July 31, 2013 of $182,369 (working capital deficiency as at July 31, 
2012 of $373,829) and an accumulated deficit of $7,575,117 (July 31, 2012 - $7,500,883). These financial 
statements have been prepared under the assumption of a going concern, which assumes that the Company 
will be able to realize its assets and discharge its liabilities in the normal course of business. 
 
The appropriateness of using the going concern basis is dependent upon, among other things, future 
profitable operations and the ability of the Company to raise additional capital. Specifically, the recovery of the 
Company’s investment in resource properties and related deferred expenditures is dependent upon the 
discovery of economically recoverable reserves, the ability of the Company to obtain necessary financing to 
develop the properties and establish future profitable production from the properties, or from the proceeds of 
their disposition. The Company requires additional capital to fund significant ongoing operations.  These 
matters create a material uncertainty that may cast significant doubt about the Company’s ability to continue 
as a going concern. 
 
 

2. SIGNIFICANT ACCOUNTING POLICIES   
 
Statement of compliance 
 
The Company’s annual financial statements for the year ended July 31, 2013, including comparatives are 
presented in accordance with International Financial Reporting Standards (“IFRS”) issued by the International 
Accounting Standards Board (“IASB”) and interpretations of the International Financial Reporting 
Interpretations Committee (“IFRIC”). 
 
 
 
 

 



FINORE MINING INC. 
(An Exploration Stage Enterprise) 
(Expressed in Canadian Dollars, unless stated otherwise) 
Notes to Audited Financial Statements  
For the Year Ended July 31, 2013 
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2. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 

Basis of presentation 
 
These financial statements have been prepared on a historical cost basis except for financial instruments 
classified as financial instruments at fair value through profit or loss that have been measured at fair value. In 
addition, these financial statements have been prepared using the accrual basis of accounting. 
 
 
Foreign Currencies  
 
The Company’s reporting and functional currency is the Canadian dollar as no single currency was clearly 
dominant. The Company also considered secondary indicators including the currency in which funds from 
financing activities are denominated and the currency in which funds are retained.   
 
Transactions in foreign currencies are initially recorded at the functional currency rate at the date of the 
transaction. Monetary assets and liabilities denominated in foreign currencies are translated into the 
functional currency at the rate of exchange in effect at the end of the reporting period.  
 
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using 
the exchange rates as at the date of the initial transactions. Non-monetary items measured at fair value in a 
foreign currency are translated using the exchange rates at the date when the fair value is determined.  

 
Financing Costs 
 
The costs related to equity transactions are deferred until the closing of the equity transactions. These costs 
are accounted for as a deduction from equity. Transaction costs of abandoned equity transactions are 
expensed in the profit or loss.  

 
Cash and cash equivalents 
 
Cash and cash equivalents comprise cash at banks and on hand, and short-term money market instruments 
with an original maturity of three months or less when acquired, which are readily convertible into a known 
amount of cash. The cash and cash equivalents are denominated in Canadian dollars. There were no cash 
equivalents as at July 31, 2013 and July 31, 2012.  
 
Short-Term Investment  
 
Short-term investment, which is a fixed term deposit held at the bank with a maturity of more than three 
months and less than twelve months at the time of issuance, is recorded at fair value. The Company has 
deposited $11,500 of principal, accruing $3 of interest, as a security deposit for the corporate credit card for 
the years presented. 

 
 
 
 
 



FINORE MINING INC. 
(An Exploration Stage Enterprise) 
(Expressed in Canadian Dollars, unless stated otherwise) 
Notes to Audited Financial Statements  
For the Year Ended July 31, 2013 
 

 

9 
 

2. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 

Exploration and evaluation assets 
 
The Company is in the exploration stage with respect to its investment in exploration and evaluation assets 
and accordingly follows the practice of capitalizing all costs relating to the acquisition of, exploration for and 
development of mineral claims and crediting all revenues received against the cost of the related claims. Such 
costs include, but are not exclusive to, geological, geophysical studies, exploratory drilling and sampling. At 
such time as commercial production commences, these costs will be charged to operations on a unit-of-
production method based on proven and probable reserves. The aggregate costs related to abandoned 
mineral claims are charged to profit or loss at the time of any abandonment or when it has been determined 
that there is evidence of a permanent impairment. 
 
The recoverability of amounts shown for exploration and evaluation assets is dependent upon the discovery 
of economically recoverable reserves, the ability of the Company to obtain financing to complete development 
of the properties, and on future production or proceeds of disposition. 
 
All capitalized exploration and evaluation expenditures are monitored for indications of impairment. Where a 
potential impairment is indicated, assessments are performed for each area of interest. To the extent that 
exploration expenditures are  not expected to be recovered, it is charged to the results of profit or loss. 
Exploration areas where reserves have been discovered, but require major capital expenditure before 
production can begin, are continually evaluated to ensure that commercial quantities of reserves exist or to 
ensure that additional exploration work is underway as planned. 
 
Decommissioning and restoration liability 
 
The Company recognizes the fair value of a decommissioning and restoration liability the year in which it is 
incurred when a reasonable estimate of fair value can be made. The carrying amount of the related long-lived 
asset is increased by the same amount as the liability.  
 
Changes in the decommissioning and restoration liability due to the passage of time will be measured by 
applying an interest method of allocation. The amount will be recognized as an increase in the liability and an 
interest expense in the profit or loss. Changes resulting from revisions to the timing or the amount of the 
original estimate of undiscounted cash flows are recognized as an increase or a decrease to the carrying 
amount of the liability and the related long-lived asset. The Company did not have any significant 
decommissioning and restoration obligations for the years presented. 

 
Provisions  
 
Provisions are recognized when the Company has a present obligation (legal or constructive) that has arisen 
as a result of a past event and it is probable that a future outflow of resources will be required to settle the 
obligation, provided that a reliable estimate can be made of the amount of the obligation. 
 
Provisions are measured at the present value of the expenditures expected to be required to settle the 
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the 
risk specific to the obligation. The increase in the provision due to passage of time is recognized as interest 
expense. 
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(An Exploration Stage Enterprise) 
(Expressed in Canadian Dollars, unless stated otherwise) 
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2. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 

Share-based payments 
 
The share option plan allows the Company’s employees and consultants to acquire shares of the Company. 
The fair value of options granted is recognized as share-based payments 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 is measured at grant date and each tranche is recognized on a graded-vesting basis over the 
period during which the options vest. The fair value of the options granted is measured using the Black-
Scholes option pricing model taking into account the terms and conditions upon which the options were 
granted. At each financial position reporting date, the amount recognized as an expense is adjusted to reflect 
the actual number of share options that are expected to vest. 
 
In situations where equity instruments are issued to non-employees and some or all of the goods or services 
received by the entity as consideration cannot be specifically identified, they are measured at the fair value of 
the share-based payments. Otherwise, share-based payments are measured at the fair value of the goods or 
services received. 

 
Warrants issued in equity financing transactions 
 
The Company engages in equity financing transactions to obtain the funds necessary to continue operations 
and explore and evaluate exploration and evaluation assets. These equity financing transactions may involve 
issuance of common shares or units. Each unit comprises a certain number of common shares and a certain 
number of warrants. Depending on the terms and conditions of each equity financing transaction, the warrants 
are exercisable into additional common shares at a price prior to expiry as stipulated by the transaction.  
 
The Company has adopted a residual value method with respect to the measurement of shares and warrants 
issued as private placement units. The residual value method first allocates value to the more easily 
measurable component based on fair value and then the residual value, if any, to the less easily measurable 
component. The fair value of the common shares issued in the private placements was determined to be the 
more easily measurable component and were valued at their fair value, as determined by the closing quoted 
bid price on the announcement date. The balance, if any, is allocated to the attached warrants and is 
recorded as reserves. 
 
From time to time in connection with private placements, the Company issues compensatory warrants to 
agents (“Agent Warrants”) as commission for services.  Awards of Agent Warrants are accounted for in 
accordance with the fair value method of accounting and result in share issue costs and a credit to reserves 
when Agent Warrants are issued.  Any consideration received upon exercise of Agent Warrants is credited to 
share capital.  The application of the fair value based method requires the use of certain assumptions 
regarding the risk-free market interest rate, expected volatility in the price of the underlying stock, and 
expected life of the Agent Warrants. 
 
Comprehensive loss 
 
Comprehensive loss is defined as the change in equity (net assets) from transactions and other events from 
non-owner sources. Other comprehensive income is defined as revenues, expenses, gains and losses are 
recognized in comprehensive income, but excluded from net income. This would include holding gains and 
losses from financial instruments classified as available-for-sale.  The Company does not have any items 
representing comprehensive income or loss. 
 
 



FINORE MINING INC. 
(An Exploration Stage Enterprise) 
(Expressed in Canadian Dollars, unless stated otherwise) 
Notes to Audited Financial Statements  
For the Year Ended July 31, 2013 
 

 

11 
 

2. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 
Earnings/ (loss) per share 

 
Basic earnings (loss) per share is computed by dividing net earnings (loss) available to common shareholders 
by the weighted average number of outstanding common shares for the period. In computing diluted earnings 
per share, an adjustment is made for the dilutive effect of the exercise of stock options and warrants. The 
number of additional shares is calculated by assuming that outstanding stock options and warrants are 
exercised and that the proceeds from such exercises were used to acquire common shares at the average 
market price during the reporting periods. In periods where a net loss is reported outstanding options and 
warrants are excluded from the calculation of diluted loss per share, as they are anti-dilutive. Diluted loss per 
share is equal to the basic loss per share as net losses were reported during the years presented. 

 
Current and deferred income taxes 

 
(a)    Current Tax 
 
Current income tax assets and liabilities for the current and prior periods are measured at the amount 
expected to be recovered from or paid to the taxation authorities.  The tax rates and tax laws used to compute 
the amount are those that are enacted or substantively enacted at the end of each reporting period. 

 
(b)     Deferred Tax 
 
Deferred income tax is provided for based on temporary differences, at the end of each reporting period, 
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 
 
Deferred income tax liabilities are recognized for all taxable temporary differences, except: 
 

• where the deferred income tax liability arises from the initial recognition of goodwill or of an 
asset or liability in a transaction that is not a business combination and, at the time of the 
transaction, affects neither the accounting profit nor taxable profit or loss; and 

 
• in respect of taxable temporary differences associated with investments in subsidiaries, 

where the timing of the reversal of the temporary differences can be controlled and it is 
probable that the temporary differences will not reverse in the foreseeable future. 

 
Deferred income tax assets are recognized for all deductible temporary differences, carry forward or unused 
tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available against 
which the deductible temporary differences and the carry forward of unused tax credits and unused tax losses 
can be utilized.  
 
The carrying amount of deferred income tax assets is reviewed at the end of each reporting period and 
reduced to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or 
part of the deferred income tax asset to be utilized.  Unrecognized deferred income tax assets are reassessed 
at the end of each reporting period and are recognized to the extent that it has become probable that future 
taxable profit will allow the deferred tax asset to be recovered. 
 
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year 
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted 
or substantively enacted at the end of each reporting period. 
 
Deferred income tax relating to items recognized directly in equity is recognized in equity and not in the profit 
or loss. 
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2. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 

Current and deferred income taxes (continued) 
 
Deferred income tax assets and deferred income tax liabilities are offset if, and only if, a legally enforceable 
right exists to set off current tax assets against current tax liabilities and deferred tax assets and liabilities 
relate to income taxes levied by the same taxation authority on either the same taxable entity or different 
taxable entities which intend to either settle current tax liabilities and assets on a net basis, or to realize the 
assets and settle the liabilities simultaneously, in each future period in which significant amounts of deferred 
tax assets or liabilities are expected to be settled or recovered. 

 
Financial instruments – recognition and measurement  
 

All financial assets and financial liabilities are initially recorded at fair value and designated upon inception 
into one of the following categories:  held-to-maturity, available-for-sale, loans and receivables or at fair value 
through profit or loss (“FVTPL”). 
 
Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses recognized 
through profit or loss.  Available-for-sale instruments are measured at fair value with unrealized gains and 
losses recognized in other comprehensive income.  Held-to-maturity instruments, loans and receivables and 
financial liabilities not at fair value through profit or loss are measured at amortized cost using the effective 
interest rate method. 
 
All financial liabilities are initially recorded at fair value and designated upon inception as fair value through 
profit or loss or other financial liabilities. 
 
The Company has implemented the following classifications for its financial instruments: 

 
a) Cash and cash equivalents has been classified as FVTPL. 
b) Short-term investments have been classified as FVTPL. 
c) Other receivables have been classified as loans and receivables. 
d) Accounts payable and accrued liabilities have been classified as other financial liabilities. 

 
Impairment of financial assets 

 
The Company assesses at the end of each reporting period whether a financial asset is impaired. 
 
If there is objective evidence that an impairment loss on assets carried at amortized cost has been incurred, 
the amount of the loss is measured as the difference between the asset’s carrying amount and the present 
value of estimated future cash flows discounted at the financial asset’s original effective interest rate. The 
carrying amount of the asset is then reduced by the amount of the impairment. The amount of the loss is 
recognized in profit or loss.  
 
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognized, the previously recognized impairment 
loss is reversed to the extent that the carrying value of the asset does not exceed what the amortized cost 
would have been had the impairment not been recognized. Any subsequent reversal of an impairment loss is 
recognized in profit or loss. 
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2. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 

Impairment of financial assets (Cont’d) 
 
In relation to trade and other receivables, a provision for impairment is made and an impairment loss is 
recognized in profit or loss when there is objective evidence (such as the probability of insolvency or 
significant financial difficulties of the debtor) that the Company will not be able to collect all of the amounts 
due under the original terms of the invoice. The carrying amount of the receivable is reduced through use of 
an allowance account. Impaired debts are written off against the allowance account when they are assessed 
as uncollectible. 
  
De-recognition of financial assets and financial liabilities 
 
Financial assets are derecognized when the rights to receive cash flows from the assets expire or the 
financial assets are transferred and the Company has transferred substantially all the risks and rewards of 
ownership of the financial assets. On de-recognition of a financial asset, the difference between the asset’s 
carrying amount and the sum of the consideration received and receivable and the cumulative gain or loss 
that had been recognized directly in equity is recognized in profit or loss. 
 
For financial liabilities, they are derecognized when the obligation specified in the relevant contract is 
discharged, cancelled or expires. The difference between the carrying amount of the financial liability 
derecognized and the consideration paid and payable is recognized in profit or loss. 
 

Impairment of non-financial assets 
 
At the end of each reporting period, the Company reviews the carrying amounts of its tangible and intangible 
assets to determine whether there is an indication that those assets have suffered an impairment loss. If any 
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the 
impairment loss, if any. Where it is not possible to estimate the recoverable amount of an individual asset, the 
Company estimates the recoverable amount of the cash-generating unit to which the assets belong. 
 
Recoverable amount is the higher of 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. 
 
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying 
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An 
impairment loss is recognized immediately in the profit or loss.  
 
Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash generating unit) 
is increased to the revised estimate of its recoverable amount, however the increased carrying amount cannot 
exceed the carrying amount that would have been determined had no impairment loss been recognized for 
the asset (or cash-generating unit) in prior years. 
 
Related party transactions 
 
Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party 
or exercise significant influence over the other party in making financial and operating decisions. Parties are 
also considered to be related if they are subject to common control, related parties may be individuals or 
corporate entities. A transaction is considered to be a related party transaction when there is a transfer of 
resources or obligations between related parties. 
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2. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 
 

Significant accounting judgments and estimates  
 
The preparation of financial statements in accordance with IFRS requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities at the date of the financial 
statements and reported amounts of expenses during the reporting period.  Actual outcomes could differ from 
these estimates.  Financial statements include estimates which, by their nature, are uncertain.  The impacts of 
such estimates are pervasive throughout the financial statements, and may require accounting adjustments 
based on future occurrences.  Revisions to accounting estimates are recognized in the period in which the 
estimate is revised and the revision affects both the current and future periods. 
 
Critical accounting estimates  
Significant assumptions about the future and other sources of estimation uncertainty that management has 
made at the financial position reporting date, that could result in a material adjustment to the carrying 
amounts of assets and liabilities, in the event that actual results differ from assumptions made, relate to, but 
are not limited to, the following:  

• whether or not an impairment has occurred in its exploration and evaluation assets; and  
• the inputs used in the accounting for share-based payments expense.  

 
Critical accounting judgments  
Examples of significant judgments, apart from those involving estimation, include:  

• the accounting policies for exploration and evaluation assets;  
• classification of financial instruments; and  
• determination of functional currency.  

 
New accounting standards and interpretations 
 
The following new standards, amendments to standards and interpretations have been issued but are not 
effective during the year ended July 31, 2013: 
 

• IFRS 9 New financial instruments standard that replaces IAS 39 for classification and 
measurement of financial assets 

• IFRS 10 New standard to establish principles for the presentation and preparation of 
consolidated financial statements when an entity controls multiple entities 

• IFRS 11 New standard to account for the rights and obligations in accordance with a joint 
agreement 

• IFRS 12 New standard for the disclosure of interests in other entities not within the scope of 
IFRS 9/IAS 39 

• IFRS 13 New standard on the measurement and disclosure of fair value 
• IAS 28 

(Amendment) 
New standard issued that supercedes IAS 28 (2003) to prescribe the accounting for 
investments in associates and joint ventures 

• IAS 32 
(Amendment) 

New standard that clarifies requirements for offsetting financial assets and financial 
liabilities.  

 
The Company has assessed the new standards as having no significant effect on its financial statements. 
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3. EXPLORATION AND EVALUATION ASSETS 
 

Läntinen Koillismaa Mineral Claims, North-eastern Finland 
 

   
Beginning Balance as at August 1, 2011 $ - 
Acquisition Costs  3,979,218  
Exploration Costs   

Assay Sampling  101,780  
Consulting - geological  140,887  
Consulting - administrative and general  36,337  
Drilling  1,080,096  
Office and general   94,823  
Project administration  31,371  
Reports  31,782  
Surveying  329,979  
Travel  69,070  

Ending Balance July 31, 2012 $  5,895,343  
   
Acquisition Costs  4,265,000  
Exploration Costs   

Assay Sampling  43,761  
Consulting - geological  5,401  
Consulting - administrative and general  53,279  
Office and general   130,388  
Project administration  22,706  
Reports  56,560  
Surveying  174,567  
Travel  36,527  

Ending Balance July 31, 2013 $ 10,683,532 
 
On July 21, 2011, the Company entered into a binding letter of intent with Nortec Mineral Corp. (“Nortec”), 
whereby Nortec will grant the Company the right to acquire up to an undivided 80% interest the Läntinen 
Koillismaa Project (“the Project”). The binding letter of intent was replaced and superseded by the option 
agreement with Nortec (the “Nortec Option Agreement”) dated August 24, 2011. On September 7, 2011, the 
Company issued 1,850,000 common shares at $0.45 per share for a total of $832,500 as finder fees in 
connection with the option. 
 
On September 10, 2012, the Company entered into an amendment to the Nortec Option Agreement (the 
“Nortec Option Amendment”), whereby Nortec has granted the Company the right to acquire 70% interest in 
the Project by: a) issuing additional 27,000,000 shares of the Company (issued at a value of $3,240,000); b) 
paying in full amount owed by the Company on account of the conduct of exploration work within 60 days 
from the date of the Nortec Option Amendment (full amount was not made on time); and c) granting Nortec 
the right to nominate two persons for appointment or election to the Company’s board of director.  
 
On February 19, 2013, the Company entered into a second amendment agreement (the “Second Amendment 
Agreement”) with Nortec, whereby the Company will issue 41,000,000 shares to acquire an option to earn a 
100% interest in the Project.  To earn its 100% interest in the Project, the Company is required to issue an 
additional 917,707 Shares to Nortec and continue to fund exploration on the Project.  On February 19, 2013, 
the Company issued 41,000,000 shares at a value of $1,025,000 to Nortec.  Upon issuance of the 41,000,000 
shares of the Company, Nortec holds a total of 83,227,208 shares of the Company and has a 55% interest in 
the Company. 
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4.  SHARE CAPITAL AND RESERVES 
 
a) Authorized:  Unlimited common shares without par value. 

 
b) Issued and Outstanding: At July 31, 2013, there were 152,391,316 common shares issued and 

outstanding (July 31, 2012 – 40,007,983).  
 
 Details of common shares are as follows: 

 
i. On April 19, 2012, the Company issued 1,566,800 common shares valued at $399,534 pursuant to 

the Nortec Option Agreement (Note 3). 
 

ii. On September 11, 2012, the Company issued 27,000,000 common shares valued at $3,240,000 
pursuant to the Nortec Option Amendment (Note 3).  

 
iii. On February 19, 2013, the Company closed a non-brokered private placement through the issuance 

of 30,800,000 common shares at a price of $0.025 per share, for gross proceeds of $770,000.  
 

iv. On February 19, 2013, the Company issued 41,000,000 common shares valued at $1,025,000 to 
Nortec pursuant to the Second Amendment Agreement (Note 3). 

 
v. On March 28, 2013, the Company closed a non-brokered private placement through the issuance of 

13,583,333 common shares at a price of $0.03 per share, for gross proceeds of $407,500. 
 

c) Share Purchase Warrants 
 

The following table summarizes the continuity of share purchase warrants:  

 July 31, 2013  July 31, 2012 
 Number  Weighted 

Average 
Exercise 

Price 

 Number  Weighted 
Average 
Exercise 

Price 
Warrants outstanding, beginning of year 8,503,551  $    0.64  8,503,551  $    0.64 
   Expired 8,503,551  $    0.64  -  - 
Warrants outstanding, end of year -  -  8,503,551  $    0.64 

 
 

d) Stock Options  
 

The Company has a stock option plan (the “Stock Option Plan”) whereby the Company is authorized to 
grant options to officers and directors, insiders, employees and consultants enabling them to acquire up to 
10% of the issued and outstanding common shares of the Company. Under the plan, the exercise price of 
each option equals the market price of the Company's shares as calculated on the date of grant. The 
options are exercisable for a maximum term of 5 years and vest as determined by the Board of Directors.  
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4. SHARE CAPITAL AND RESERVES (Cont’d) 
 

The continuity of stock options for the years ended July 31, 2013 and 2012 is as follows: 
 

 July 31, 2013 July 31, 2012 
 Number Weighted 

Average 
Exercise Price 

Number Weighted 
Average 

Exercise Price 
Options outstanding, beginning of 
year 2,650,000 $    0.46 2,750,000 $    0.46 
   Granted - - 600,000 $    0.46 
   Cancelled - - (700,000) $    0.46 
   Expired  (900,000) $    0.46 -  - 
Options outstanding and 
exercisable, end of the year 1,750,000 $    0.46 2,650,000 $    0.46 

 
 

The options outstanding and exercisable at July 31, 2013 are as follows: 
 

Range of 
Exercise 
Prices 

 Outstanding and Exercisable Options 

  Number 
Outstanding 

Weighted 
Average 
Exercise 

Price 

Weighted 
Average 

Remaining 
Contractual 

Life 
$0.46  1,050,000 $0.46 2.78 
$0.46     100,000 $0.46 2.79 
$0.46     450,000 $0.46 3.18 
$0.45  150,000 $0.45 0.51 

     1,750,000 $0.46 2.69 
  

 
During the year ended July 31, 2013, the weighted average fair value of the share options awarded, 
estimated using the Black-Scholes option pricing model, was $Nil (2012 - $0.46) per option, with a total fair 
value of $Nil (2012 - $212,305). The Company used the Black-Scholes option pricing model to estimate 
the fair value of the options at the grant date using the following weighted average assumptions: 
 

  2013 2012 
Risk-free interest rate  - 0.99% - 1.31% 
Dividend yield  - - 
Expected volatility  - 123% - 177% 
Expected option life  - 2 - 5 years 
Forfeitures  - - 

 
The Black-Scholes option pricing model was developed for use in estimating the fair value of share options 
that have no vesting provisions and are fully transferable.   
 
Option pricing models require the use of highly subjective estimates and assumptions including the 
expected stock price volatility. The Company uses expected volatility rate which was based upon historical 
volatility rates of comparative companies in the same industry.  Changes in the underlying assumptions  
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4. SHARE CAPITAL AND RESERVES (Cont’d) 
 
d) Stock Options (Cont’d)  

 
can materially affect the fair value estimates and therefore, in management’s opinion, existing models do 
not necessarily provide reliable measure of the fair value of the Company’s stock options.  

 
 

5. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 
 

Non-cash investing and financing activities include: 
  July 31, 2013 July 31, 2012 
Shares issued for exploration and evaluation assets    $  4,265,000   $  1,146,718 
Shares issued for exploration and evaluation assets finders’ fees  -     832,500 
Share-based payments  -     212,305 
Exploration and evaluation assets in accounts payable  2,507     452,358 
Share issue costs in account payable  17,490 - 

 
 

6. CAPITAL MANAGEMENT  
 

Capital is comprised of the Company’s shareholders’ equity. As at July 31, 2013, the Company’s 
shareholders’ equity was $10,865,901 (July 31, 2012 - $5,521,514). The Company manages its capital 
structure and makes adjustments to it, based on the funds available to the Company, in order to support its 
operations and business development. The Board of Directors does not establish quantitative return on 
capital criteria for management, but rather relies on the expertise of the Company's management to sustain 
future development of the business. 
 
 
The Company has not generated any revenues or operational cash flows since its inception; therefore, the 
Company is dependent on external financing to fund its future intended business plan. The capital structure of 
the Company currently consists of shareholders’ equity. The Company manages the capital structure and 
makes adjustments to it in the light of changes in economic conditions and the risk characteristics of the 
underlying assets. In order to maintain or adjust the capital structure, the Company may issue new shares 
through private placements.  

 
Management reviews its capital management approach on an ongoing basis and believes that this approach, 
given the relative size of the Company, is reasonable. 
 
There were no changes in the Company's approach to capital management during the year ended July 31, 
2013. The Company is not subject to externally imposed capital requirements. 
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7. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy 
according to the relative reliability of the inputs used to estimate the fair values. The three levels of the fair 
value 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 that are not based on observable market data. 
 
At July 31, 2013, the Company's financial instruments consist of cash and cash equivalents, short-term 
investments and accounts payable and accrued liabilities. The fair values of cash, short-term investments and 
accounts payable and accrued liabilities approximate their carrying values due to the relatively short-term to 
maturity. The Company classifies its cash and cash equivalents and short-term investments as FVTPL and 
accounts payable and accrued liabilities as other financial liabilities.  
 

(a) Fair Values 
 

Assets and liabilities measured at fair value on a recurring basis were presented on the Company’s 
statement of financial position as at July 31, 2013 as follows: 

 
 Fair Value Measurements Using   

 

Quoted prices in 
active markets 

for identical 
instruments 

(Level 1) 
$ 

Significant 
other 

observable 
inputs 

(Level 2) 
$ 

Significant 
unobservable 

inputs 
(Level 3) 

$ 

Balance, 
July 31, 

2013 
$ 

Balance, 
July 31, 

2012 
$ 

      Cash and cash equivalents 341,298 – – 341,298 222,687 
Short-term investment 11,503 – – 11,503 11,503 

 
The Company’s financial instruments are exposed to certain financial risks, including credit risk, 
interest risk, liquidity risk, and foreign exchange rate risk.  

 
(a) Credit risk 

 
Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. 
The Company’s credit risk is primarily attributable to its cash and cash equivalents balances. The 
Company manages its credit risk on bank deposits by holding deposits in high credit quality banking 
institutions in Canada. The Company does not have any asset-backed commercial paper included in 
cash. Management believes that the credit risk with respect to receivables is remote. 

 
(b) 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 risk that the Company will realize a loss as 
a result of a decline in the fair value of the cash is limited because of its short-term investment nature.  
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7. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Cont’d) 
 
(c) Foreign Exchange Rate Risk 

 
The Company has certain consulting fees and exploration and evaluation assets that are 
denominated in US dollars, European Euro, Pounds Sterling, Swedish Krona, Swiss Franc and other 
operating expenses that are mainly in Canadian dollars. The Company’s exposure to foreign currency 
risk arises primarily on fluctuations between the Canadian dollar, the US dollar, European Euro, 
Pounds Sterling, Swedish Krona and Swiss Franc. The exposure to foreign exchange rate risk is 
considered low. The Company has not entered into any derivative instruments to manage foreign 
exchange fluctuations.  
 
At July 31, 2013 and July 31, 2012, the Company’s US dollars, Pounds Sterling, and European Euro, 
Swedish Krona denominated monetary assets and monetary liabilities are as follows: 

 
 July 31, 2013 July 31, 2012 
Monetary Liabilities   
Account payables and 
accrued liabilities  

USD $  
GBP £   

EURO € 
SEK 

4,000 
6,995 
1,241 

- 

USD $  
GBP £            

EURO €  
SEK 

19,750 
35,402 

362,068 
38,530 

 
(d) Liquidity Risk 

 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they 
become due. The Company’s approach to managing liquidity risk is to ensure that it will have 
sufficient capital to meet liabilities when due after taking into account the Company’s holdings of cash 
and cash equivalents that might be raised from equity financings. 

 
 

8. RELATED PARTY TRANSACTIONS 
 
The aggregate value of transactions and outstanding balances relating to key management personnel and 
entities over which they have control or significant influence were as follows:  
 

Year Ended July 31, 
   2013  2012 
Compensation benefits to key management a  -    $ 140,648  
Transmax Investing b  -   $ 54,000  
Baron Global Financial Canada Ltd. c  50,904  $ 184,530 
Geolaurian Consultants Limited d  -  $ 204,537 
Share-based payments e  -  $ 124,291 
Debt settlement  f  $104,109  $ 3,350 

 
a) A former director of the Company provided corporate management services during the year ended 

July 31, 2012 and the Company’s former president provided geological consulting services during 
the year ended July 31, 2012. 
 

b) Transmax Investing is owned by a director of the Company. 
 

c) Baron Global Financial Canada Ltd. (“Baron”) is related by way of a director, who is also the 
Chairman of Baron. 
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8. RELATED PARTY TRANSACTIONS (Cont’d) 
 

d) Geolaurian Consultants Limited is owned by the former CEO and former director of the Company.   
 

e) On October 3, 2011, the Company granted 450,000 options to the former CEO and former director 
of the Company.  

 
f) During the year ended July 31, 2013, accounts payable owed to an officer and former directors of 

the Company totalling $104,109 were forgiven by these related parties; accordingly, the Company 
recorded a gain on debt settlement. 

 
Related Party Payables to Key Management Personnel: 
 

 July 31, 2013 July 31, 2012 
Baron   $ 66,800 $ 18,337 
Geolaurian Consultants Limited - $ 54,897 
Former Director and officer - $ 36,658 
Transmax Investing $ 25,000 $ 40,120 

 
Any transactions with other related parties in the normal course of operations are measured at the fair value 
amount of consideration established and agreed to by the related parties. 
 

 
9. SEGMENTED INFORMATION  
 

The Company has one reportable operating segment, being the acquisition and exploration of exploration 
and evaluation assets. Geographic information of the Company’s capital assets comprising exploration and 
evaluation assets and equipment is as follows: 
 

  July 31, 2013  July 31, 2012 

Exploration and evaluation assets     
Finland $ 10,683,532 $ 5,895,343 

 $ 10,683,532 $ 5,895,343 
 
 

10. INCOME TAXES 
 

A reconciliation of income taxes at statutory rates with the reported taxes is as follows: 
 
   
 2013 2012 
Earnings (loss) before income taxes $   (80,383) $   (1,287,368) 
   
Expected income tax (recovery) (20,000) (330,000) 

Change in statutory, foreign tax, foreign exchange rates and other (93,000) 32,000 
Permanent Difference - 58,000 
Change in unrecognized deductible temporary differences 113,000 240,000 

Total income tax expense (recovery) $               - $                    - 
   
Current income tax $               - $                    - 
Deferred tax recovery $               - $                    - 
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10. INCOME TAXES (Cont’d) 
 

The Canadian income tax rate increased during the year due to changes in the law that increased corporate 
income tax rates in Canada. 
 
The significant components of the Company’s deferred tax assets that have not been included on the 
statement of financial position are as follows: 
 

 2013 2012 
Deferred income tax assets:   
 Exploration and evaluation assets $  181,000 $ 149,000 
    Share issue costs 49,000 66,000 
 Non-capital losses available for future period  1,419,000  1,321,000 
  1,649,000  1,536,000 
Unrecognized deferred tax assets  (1,649,000)  (1,536,000) 
   
Net deferred tax assets $ -    $ -    

 
 

The significant components of the Company’s temporary differences, unused tax credits and unused tax 
losses that have not been included on the statement of financial position are as follows: 
 

 2013 Expiry Date Range 
Temporary Differences   
 Exploration and evaluation assets $  696,000 No expiry date 
 Equipment 2,000 No expiry date 
    Share issue costs 190,000 2015 to 2017 
 Non-capital losses available for future period  5,458,000 2027 to 2033 
Taxation Jurisdiction      
 Canada 5,458,000  
 
Tax attributes are subject to review, and potential adjustment, by tax authorities. 
 
 

11. SUBSEQUENT EVENT 
 
On September 18, 2013, the Company entered into a debt settlement agreement with Baron. The Company 
issued 2,500,000 common shares at $0.02 per share on September 27, 2013 to Baron which equals to the 
aggregate value of debt of $50,000. 
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