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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
(Unaudited)  
AS AT  
 

  
May 31,  

2011 
February 28, 

2011 

 
March 1, 

2010 

    
    

ASSETS    
    

Current    
 Cash and equivalents $ 7,847,436 $ 8,816,844 $ 829,748 
 Receivables  64,026  57,621  5,764 
 Prepaid expenses  7,085  6,700  4,394 
    
  7,918,547  8,881,165  839,906 
    
Equipment (Note 6)  37,579  31,050  42,676 
    
Exploration and evaluation assets (Note7)  1,771,184  1,075,494  868,094 

    
 $ 9,727,310 $ 9,987,709 $ 1,750,676 

    
    

LIABILITIES     
    

Current     
 Accounts payable and accrued liabilities $ 261,575 $ 133,581 $ 27,432 
    

    

SHAREHOLDERS’ EQUITY    
 Share capital (Note 8)  13,660,966  13,660,966  4,222,386 
 Subscriptions receivable  (15,000)  (15,000)  -    
 Other equity reserve (Note 8)  2,321,312  716,818  30,956 
 Deficit  (6,521,753)  (4,530,218)  (2,585,784) 
 Accumulated other comprehensive income (loss)  20,210  21,562  55,686 

     

  9,465,735  9,854,128  1,723,244 

    

 $ 9,727,310 $ 9,987,709 $ 1,750,676 

 
Nature and continuance of operations (Note 1) 
Going concern (Note 2) 
Subsequent events (Note 15) 
 

Approved on behalf of the Board on August 26, 2011:  
    
    
    

Kal Matharu Director James Walchuck Director 

    
 

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS, COMPREHENSIVE LOSS AND DEFICIT  
(Unaudited) 
 

  
Three Months 

Ended  
May 31,  

2011 

 
Three Months 

Ended  
May 31,  

2010 

   
   
   

EXPENSES   
 Consulting fees $ 84,000 $ 268,091 
 Depreciation  826  2,507 
 Foreign exchange  34,410  -    
 General and administrative  99,853  8,729 
 Professional fees  101,799  39,281 
 Property examination  46,532  46,188 
 Stock-based compensation (Note 8)  1,604,494  -    
 Travel and promotion  39,775  46,219 
   

Loss before other item  (2,011,689)  (411,015) 
   
   

OTHER ITEM   
 Interest income/(expense)  20,144  -    
   

Net loss for the period  (1,991,545)  (411,015) 
   

Cumulative translation adjustment  (1,352)  (1,898) 
   

Comprehensive loss for the period $ (1,992,897) $ (412,913) 

   

Basic and diluted loss per common share $ (0.036) $ (0.009) 

   

Weighted average number of common shares outstanding – basic and diluted  55,569,743  48,332,027 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  
(Unaudited) 
 

  
Three Months 

 Ended  
May 31,  

2011 

 
Three Months 

 Ended  
May 31,  

2010 

   

   

   

CASH FLOWS FROM OPERATING ACTIVITIES   
 Loss for the period $ (1,991,545) $ (411,015) 
 Item not involving cash:   
  Depreciation  826  2,507 
  Stock-based compensation  1,604,494  -    
  Shares issued for consulting fees  -     165,000 
   
 Changes in non-cash working capital items:   
  (Increase) decrease in receivables  973  (18,419) 
  (Increase) decrease in prepaid expenses  (7,748)  (12,609) 
  (Increase) decrease in accounts payable and accrued liabilities  (56,420)  96 

   
 Net cash used in operating activities  (449,420)  (274,440) 

   

   

CASH FLOWS FROM INVESTING ACTIVITIES   
 Acquisition of equipment  (7,315)  -    
 Acquisition of exploration and evaluation assets   (511,293)  (4,569) 

   
 Net cash used in investing activities  (518,608)  (4,569) 

   
   

CASH FLOWS FROM FINANCING ACTIVITIES   
 Issuance of share capital, net of share issuance costs   -     243,575 

   
 Net cash provided by financing activities  -     243,575 

   

Increase (decrease) in cash   (968,028)  (35,434) 
   

Cash, beginning of period  8,816,844  829,748 
   

Effect of exchange rate on cash  (1,380)  (2,311) 

   

Cash, end of period $ 7,847,436 $ 792,003 

   

Cash paid during the period for:    
 interest $ -    $ -    
 income taxes $ -    $ -    

 
Supplemental disclosures with respect to cash flows (Note 10) 

 
 

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY  
(Unaudited) 
 

 
Share Capital 

  Number Amount 

 
Subscriptions 
Receivable 

Contributed 
Surplus Deficit 

Accumulated 
Other 

Comprehensive 
Income (loss) Total 

        Balance, February 28, 2010 and 

March 1, 2010    40,938,694     4,222,386                      -            30,956     (2,585,784)                  55,686           1,667,558  

                       -  

Private placement      2,403,333         144,200                      -                    -                    -                           -              144,200  
Shares issued for bonus consulting 
fees      3,000,000         180,000            (15,000)                   -                    -                           -              165,000  

Exercise of stock options      1,990,000         128,975                      -           (29,475)                   -                           -                99,500  

Share issuance costs - cash                     -             (125)                     -                    -                    -                           -                   (125) 

Net loss for the period                     -                     -                      -                    -        (411,015)                          -             (411,015) 

Other comprehensive income                     -                     -                     -                     -                     -                   (1,898)                (1,898) 

Balance, May 31, 2010      4,332,027      4,675,436            (15,000)            1,481     (2,996,799)                  53,788           1,718,906  

        
Share capital of the Company    45,000,000                     -                      -                    -                    -                           -                         -  

Share capital of Privco  (48,332,027)                    -                      -                    -                    -                           -                         -  

Acquisition of Privco    48,332,027         122,290                      -                    -                    -                           -              122,290  

Private placement    19,221,170    10,000,210                      -                    -                    -                           -          10,000,210  

Exercise of stock options         100,000           51,901                      -           (11,901)                   -                           -                40,000  

Share issuance costs                      -   (1,188,871)                     -          384,025                    -                           -             (804,846) 

SBC                     -                     -                      -          343,213                    -                           -              343,213  

Net loss for the period                     -                     -                      -                    -     (1,533,409)                          -          (1,533,409) 

Other comprehensive income                     -                     -                      -                    -                    -                 (32,226)              (32,226) 

Balance, February 28, 2011  112,653,197    13,660,966            (15,000)         716,818     (4,530,208)                  21,562           9,854,138  

        
SBC                     -                      -       1,604,494                    -                           -           1,604,494  

Net loss for the period                     -                     -                      -                    -     (1,991,545)                          -          (1,991,545) 

Other comprehensive income                     -                     -                      -                    -                    -                   (1,352)                (1,352) 

Balance, May 31, 2011  112,653,197    13,660,966            (15,000)      2,321,312     (6,521,753)                  20,210           9,465,735  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
MAY 31, 2011 
(Unaudited) 
       
 
 
 
1. NATURE AND CONTINUANCE OF OPERATIONS 
 
 Tanzania Minerals Corp. (formerly Hill Top Resources Corp.) (the “Company”) is in the business of exploration and 

development of mineral properties in Tanzania, Africa through its wholly owned subsidiary, Tansmin Resources 
(Tanzania) Limited (“Tansmin”).  The Company was incorporated under the laws of the British Columbia on 
June 29, 2007.  The Company is in the process of exploring and developing its mineral properties and has not yet 
determined whether these properties contain ore reserves which are economically recoverable. 

 
On July 22, 2010, the Company closed a transaction with a private company, 0886490 B.C. Ltd. (previously named 
Tanzania Minerals Corp) (“Privco”), whereby the Company acquired 100% of the issued and outstanding shares of 
Privco by issuing 48,332,027 common shares of the Company (Note 5). The Company subsequently changed its 
name from Hill Top Resources Corp. to Tanzania Minerals Corp.  The Company is listed on the TSX-V under the 
new symbol “TZM.” 

  
2. GOING CONCERN 
 
 These consolidated 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.  Accordingly, it does not give effect to adjustments, if any 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 in other than the normal course of business and at amounts which may differ from those shown in the 
consolidated financial statements.  The ability of the Company to continue as a going concern is dependent on its 
ability to obtain additional equity financing and achieve future profitable operations. 

 
3. BASIS OF PRESENTATION  
 
 Statement of compliance 

 
The financial statements of the Company for the year ending February 28, 2012 will be prepared in accordance with 
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board 
(“IASB”), having previously prepared its financial statements in accordance with pre-changeover Canadian 
Generally Accepted Accounting Principles (“pre-changeover Canadian GAAP”).  These condensed interim financial 
statements for the three month period ended May 31, 2011 have been prepared in accordance with IAS 34 Interim 
Financial Reporting, and as they are part of the Company’s first IFRS annual reporting period, IFRS 1 First-time 
Adoption of International Financial Reporting Standards has been applied.  
 
As these condensed consolidated interim financial statements are the Company’s first financial statements prepared 
using IFRS, certain disclosures that are required to be included in annual financial statements prepared in 
accordance with IFRS, that were not included in the Company’s most recent annual financial statements prepared in 
accordance with pre-changeover Canadian GAAP have been included in these consolidated financial statements for 
the comparative annual period.  However, these condensed interim financial statements do not include all of the 
information required for full annual consolidated financial statements. 
 
These condensed consolidated interim financial statements should be read in conjunction with the Company’s 2011 
annual consolidated financial statements and the explanation of the transition to IFRS has affected the reporting 
financial position, financial performance and cash flows of the Company is provided in Note 14. 
 
The condensed consolidated interim financial statements were authorized for issue by the Board of Directors on 
August 26, 2011.  
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
MAY 31, 2011 
(Unaudited) 
       
 
 
 
3. BASIS OF PRESENTATION (cont’d…) 
 
 

 Basis of measurement 

 
The condensed consolidated interim financial statements are presented in Canadian dollars, which is also the 
Company’s functional currency. 
 
The preparation of condensed consolidated interim financial statements in conformity with IAS 34 requires 
management to make judgments, estimates and assumptions that affect the application of policies and reported 
amounts of assets and liabilities, income and expenses. Actual results may differ from these estimates.  In previous 
annual periods, the Company prepared its consolidated financial statements in accordance with Canadian GAAP. 
The disclosures concerning the transition from Canadian GAAP to IFRS are presented in Note 4. 
 

Going concern of operations 

 

The Company's consolidated financial statements are prepared using International Financial Reporting Standards 
applicable to a going concern, which contemplates the Company will continue in operations for the foreseeable 
future and will be able to realize its assets and discharge its liabilities in the normal course of business.  The 
Company will require additional financing or outside participation to undertake further exploration and subsequent 
development of its mineral property interests.  Future operations of the Company are dependent on its ability to raise 
additional equity financing and the attainment of profitable operations.  
 
As at May 31, 2011, the Company had a working capital surplus (excess of current assets over current liabilities) of 
$7,656,972 (February 28, 2011 - $8,747,584; March 1, 2010 – $812,474) which is sufficient to carry out committed 
exploration activities and corporate and administrative costs beyond the end of the year.   

 
The consolidated financial statements do not include any adjustments relating to the recoverability and classification 
of recorded asset amounts and classification of liabilities that might be necessary should the Company be unable to 
continue in existence. 
 
The Company is in the process of exploring and developing its mineral properties and has not yet determined 
whether the properties contain mineral reserves that are economically recoverable.  The recoverability of the 
amounts shown for mineral properties  are dependent upon the existence of economically recoverable mineral 
reserves, the ability of the Company to obtain necessary financing to complete the development of those mineral 
reserves and upon future production or proceeds from the disposition thereof. 
 

Assumptions 

 
The preparation of these Financial Statements requires management to make certain estimates, judgments and 
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the 
reported expenses during the period. Actual results could differ from these estimates.  
 
Significant assumptions about the future and other sources of estimation uncertainty that management has made at 
the end of the reporting period, 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: 
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
MAY 31, 2011 
(Unaudited) 
       
 
 
 
3. BASIS OF PRESENTATION (cont’d…) 

 
 
Assumptions (cont’d…) 

 

i) The recoverability of receivables and prepayments that are included in the interim condensed consolidated 
statement of financial position.  

 
ii) The carrying value and the recoverability of mineral properties, which are included in the interim condensed 

consolidated statement of financial position.  
 

iii) The valuation allowance applied to deferred tax assets. 
 

iv) Estimates used in the calculation of share-based payments. 
 
v) The estimated useful lives of equipment which are included in the consolidated statement of financial position 

and the related amortization included in the consolidated statement of comprehensive loss. 
 
 
 
 

4. SIGNIFICANT ACCOUNTING POLICIES  

 
 
The condensed consolidated financial statements of the Company have been prepared in accordance with IFRS and 
reflect the following significant accounting policies: 
 
 

 Basis of consolidation 

 

These consolidated financial statements include the financial statements of the Company’s wholly owned 
subsidiaries Privco and Tansmin.  All intercompany transactions and balances have been eliminated. 
 
 

 Foreign currency translation 

 

The functional currency is the currency of the primary economic environment in which the entity operations and as 
been determined for each entity within the Company. The functional currency of the Company, and 0886490 B.C. 
Ltd. (formerly Tanzania Minerals Corp.) is the Canadian dollar, and the functional currency of Tansmin is the 
United States dollar. The functional currency determinations were conducted through an analysis of the 
consideration factors indentified in IAS 21, The Effects of Changes in Foreign Exchange Rates. Transactions in 
currencies other than the Canadian dollar are recorded at exchange rates prevailing on the dates of the transactions. 
At the end of each reporting period, the monetary assets and liabilities of the Company that are denominated in 
foreign currencies are translated at the rate of exchange at the balance sheet date while non-monetary assets and 
liabilities are translated at historical rates.  Revenues and expenses are translated at the exchange rates 
approximating those in effect on the date of the transactions.  Exchange gains and losses arising on translation are 
included in accumulated and other comprehensive income. 
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
MAY 31, 2011 
(Unaudited) 
       
 
 

 
4. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 
 
 
 

Cash and cash equivalents 

 
Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions and other short-
term, highly liquid investments with original maturities of three months or less that are readily convertible to known 
amounts of cash and subject to an insignificant risk of change in value.  At May 31, 2011, the Company had cash 
equivalents of $7,847,436 (February 28, 2011 - $8,816,844, March 1, 2010 - $829,748). 

 
 

 Property, plant and equipment 

 
Equipment is carried at cost, less accumulated depreciation and accumulated impairment losses. 
 
The cost of an item of equipment consists of the purchase price, any costs directly attributable to bringing the asset 
to the location and condition necessary for its intended use and an initial estimate of the costs of dismantling and 
removing the item and restoring the site on which it is located. Depreciation is provided at rates calculated to write 
off the cost of property, plant and equipment, less their estimated residual value, using the declining balance method 
at various rates ranging from 20% - 30% per annum. 
 
An item of equipment is derecognized upon disposal or when no future economic benefits are expected to arise from 
the continued use of the asset. Any gain or loss arising on disposal of the asset, determined as the difference between 
the net disposal proceeds and the carrying amount of the asset, is recognized in profit or loss in the consolidated 
statement of comprehensive income or loss. Where an item of equipment comprises major components with 
different useful lives, the components are accounted for as separate items of equipment. Expenditures incurred to 
replace a component of an item of equipment that is accounted for separately, including major inspection and 
overhaul expenditures are capitalized. 

 

 

Long-lived assets impairment 

 

At each financial position reporting date the carrying amounts of the Company’s long-lived assets are reviewed to 
determine whether there is any indication that those assets are impaired. If any such indication exists, the 
recoverable amount of the asset is estimated in order to determine the extent of the impairment, if any. The 
recoverable amount is the higher of fair value less costs to sell and value in use, which is the present value of future 
cash flows expected to be derived from the asset. If the recoverable amount of an asset is estimated to be less than its 
carrying amount, the carrying amount of the asset is reduced to its recoverable amount and the impairment loss is 
recognized in the profit or loss for the period. For the purposes of impairment testing, exploration and evaluation 
assets are allocated to cash-generating units to which the exploration activity relates. For an asset that does not 
generate largely independent cash inflows, the recoverable amount is determined for the cash generating unit to 
which the asset belongs. 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, but so that the increased carrying 
amount does not 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. A reversal of an impairment loss is recognized 
immediately in profit or loss. 
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
MAY 31, 2011 
(Unaudited) 
       
 
 

 
4. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 
 
 
 

 Exploration and evaluation assets 

 
 Mineral exploration and development costs are capitalized on an individual prospect basis until such time as an 

economic ore body is defined or the prospect is abandoned.  Costs for a producing prospect are amortized on a unit-
of-production method based on the estimated life of the ore reserves, while those costs for the prospects abandoned 
are written off. 

 
The recoverability of the amounts capitalized for the undeveloped mineral properties is dependent upon the 
determination of economically recoverable ore reserves, confirmation of the Company’s interest in the underlying 
mineral claims, the ability to obtain the necessary financing to complete their development and future profitable 
production or proceeds from the disposition thereof. 

 
Management reviews the carrying value of exploration and evaluation assets whenever events or circumstances 
indicate they may be impaired by comparing the carrying value to the estimated undiscounted future cash flows 
resulting from the use of the mineral properties and their eventual disposition. If impairment is indicated an 
impairment loss is recorded, calculated as the amount by which the carrying amount of the exploration and 
evaluation asset exceeds the estimated discounted future cash flows from the asset. 
 

 Provision for environmental rehabilitations 

 

The fair value of obligations associated with the retirement of tangible long-lived assets is recorded in the period it is 
incurred with a corresponding increase to the carrying amount of the related asset.  The obligations recognized are 
statutory, contractual or legal obligations.  The liability is accreted over time for changes in the fair value of the 
liability through charges to accretion, which is included in depletion, amortization and accretion expense.  The costs 
capitalized to the related assets are amortized in a manner consistent with the depletion and amortization of the 
related asset. The Company does not have any significant rehabilitation obligations. 

 
 As at May 31, 2011, February 28, 2011 and March 1, 2010, there are no significant rehabilitation obligations. 
 

Basic and diluted loss per share 

 

Basic loss per share is computed using the weighted average number of common shares outstanding during the 
period. Diluted loss per share is calculated giving effect to the potential dilution that would occur if securities or 
other contracts to issue common shares were exercised or converted to common shares using the treasury stock 
method.  Potential issuable common shares were not included in the calculation as their inclusion would be anti-
dilutive.  The treasury stock method assumes that proceeds received from the exercise of stock options and warrants 
are used to repurchase common shares at the prevailing market rate. 

 

Income taxes 

 
Income tax expense is comprised of current and deferred tax.  Current tax and deferred tax are recognized in net 
income except to the extent that it relates to a business combination or items recognized directly in equity or in other 
comprehensive loss/income. 
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
MAY 31, 2011 
(Unaudited) 
       
 
 

 
4. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 
 

Income taxes (cont’d…) 
 
Current income taxes are recognized for the estimated income taxes payable or receivable on taxable income or loss 
for the current year and any adjustment to income taxes payable in respect of previous years.  Current income taxes 
are determined using tax rates and tax laws that have been enacted or substantively enacted by the year end date. 
 
Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs from its 
tax base, except for taxable temporary differences arising on the initial recognition of goodwill and temporary 
differences arising on the initial recognition of an asset or liability in a transaction which is not a business 
combination and at the time of the transaction affects neither accounting nor taxable profit or loss. 
 
Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences is 
restricted to those instances where it is probably that future taxable profit will be available against which the 
deferred tax asset can be utilized.  At the end of each reporting period the Company reassesses unrecognized 
deferred tax assets.  The Company recognizes a previously unrecognized deferred tax asset to the extent that it has 
become probable that future taxable profit will allow the deferred tax asset to be recovered. 

 

 Share based payments 

 

The Company grants stock options to buy common shares of the Company to directors, officers, employees and 
service providers. The Company recognizes stock based compensation expense based on the estimated fair value of 
the options. A fair value measurement is made for each vesting installment within each option grant and is 
determined using the Black-Scholes option-pricing model. The fair value of the options is recognized over the 
vesting period of the options granted as both stock compensation expense and contributed surplus. This includes a 
forfeiture estimate, which is revised for actual forfeitures in subsequent periods. The contributed surplus account is 
subsequently reduced if the options are exercised and the amount initially recorded is then credited to share capital. 
 
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 fair value of the share-based 
payment. Otherwise, share-based payments are measured at the fair value of goods or services received. 
 

Financial instruments  

 

 Financial assets 
 
 The Company classifies its financial assets into one of the following categories, depending on the purpose for which 
 the asset was acquired. The Company's accounting policy for each category is as follows: 

 

Fair value through profit or loss - This category comprises derivatives, liabilities or assets acquired or incurred 
principally for the purpose of selling or repurchasing it in the near term. They are carried in the balance sheet at fair 
value with changes in fair value recognized in the income statement.  

 

 Loans and receivables - These assets are non-derivative financial assets with fixed or determinable payments that 
 are not quoted in an active market. They are carried at cost less any provision for impairment. Individually 
 significant receivables are considered for impairment when they are past due or when other objective evidence is 
 received that a specific counterparty will default.  
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
MAY 31, 2011 
(Unaudited) 
       
 
 

 
4. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 
 
 

Financial instruments (cont’d…) 

 

 Financial assets (cont’d…) 
 

 Held-to-maturity investments - These assets are non-derivative financial assets with fixed or determinable payments 
 and fixed maturities that the Company's management has the positive intention and ability to hold to maturity. These 
 assets are measured at amortized cost using the effective interest method. If there is objective evidence that the 
 investment is impaired, determined by reference to external credit ratings and other relevant indicators, the financial 
 asset is measured at the present value of estimated future cash flows. Any changes to the carrying amount of the 
 investment, including impairment losses, are recognized in the income statement. 
 

 Available-for-sale - Non-derivative financial assets not included in the above categories are classified as available-
for-sale. They are carried at fair value with changes in fair value recognized directly in equity. Where a decline in 
the fair value of an available-for-sale financial asset constitutes objective evidence of impairment, the amount of the 
loss is removed from equity and recognized in the income statement. 
 

 All financial assets except for those at fair value through profit or loss are subject to review for impairment at least 
at each reporting date. Financial assets are impaired when there is any objective evidence that a financial asset or a 
group of financial assets is impaired. Different criteria to determine impairment are applied for each category of 
financial assets, which are described above. 
 

 Financial liabilities 
 
 The Company classifies its financial liabilities into one of two categories, depending on the purpose for which the 
 asset was acquired. The Company's accounting policy for each category is as follows:  
  

 Fair value through profit or loss - This category comprises derivatives, or liabilities acquired or incurred principally 
for the purpose of selling or repurchasing it in the near term. They are carried in the balance sheet at fair value with 
changes in fair value recognized in the income statement.  

 
 Other financial liabilities: This category includes promissory notes, amounts due to related parties and accounts 
 payables and accrued liabilities, all of which are recognized at amortized cost. 

 

 The Company has classified its cash and equivalents as fair value through profit and loss. The Company’s 
 receivables and subscriptions receivable are classified as loans and receivables. The Company’s accounts payable 
 and accrued liabilities are classified as other financial liabilities.  
 

 Comprehensive income (loss) 

 

Comprehensive income (loss) is the change in the Company’s shareholders’ equity that results from transactions and 
other events from other than the Company’s shareholders and includes items that would not normally be included in 
net earnings, such as unrealized gains and losses on available-for-sale investments. Gains and losses that would 
otherwise be recorded as part of net earnings are presented in other “other comprehensive income” until it is 
considered appropriate to recognize into net earnings. 
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TANZANIA MINERALS CORP.  

(formerly Hill Top Resources Corp.) 
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
MAY 31, 2011 
(Unaudited) 
       
 
 

 
4. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 
 
 
 Comprehensive income (loss) (cont’d…) 

 
The presentation of comprehensive income (loss) and its components in a separate financial statement is displayed 
with the same prominence as the other financial statements. Accumulated other comprehensive income is presented 
as a new category in shareholders’ equity.  
 

Measurement uncertainty 

 
The preparation of financial statements in conformity with IFRS requires management to make estimates and 
assumptions. These estimates and assumptions affect the reported amounts of assets, liabilities, shareholders’ equity 
(deficiency), and the disclosure of contingent assets and liabilities, as at the date of the financial statements, and 
expenses for the years reported. In particular, the Black-Scholes stock price valuation model used to value warrants 
and stock options requires the input of highly subjective assumptions regarding stock price volatility. Changes in 
these assumptions can materially affect the fair value estimate, and therefore, the Black-Scholes model does not 
necessarily provide a reliable measure of fair value. Other significant estimates used relate to the impairment of 
exploration and evaluation assets and the valuation allowance for future income tax assets. Actual results may differ 
significantly from estimates and assumptions. 

 

New accounting pronouncements 

 

A number of new standards, amendments to standards and interpretations are not yet effective as of May 31, 2011 
and have not been applied in preparing these consolidated financial statements. None of these are expected to have a 
material effect on the consolidated financial statements of the Company. 

 
 
 
 

5. ACQUISITION 

 

 

 Effective July 22, 2010, the Company acquired all of the issued and outstanding share capital of Privco (Note 1).  As 
consideration, the Company issued 48,332,027 common shares. 

 
 Legally, the Company is the parent of Privco.  However, as a result of the share exchange described above, control 

of the combined companies passed to the former shareholders of Privco.  This type of share exchange, referred to as 
a "reverse takeover", deems Privco to be the acquiror for accounting purposes.  Accordingly, the net assets of Privco 
are included in the balance sheet at book values and the deemed acquisition of the Company is accounted for by the 
purchase method with the net assets of the Company recorded at fair market value at the date of acquisition.  The 
expenses and assets and liabilities subsequent to the date of acquisition include accounts of the Company.  The 
expenses and assets and liabilities for the year ended February 28, 2010 and from March 1, 2010 to the date of the 
acquisition are those of Privco. 
 
The cost of such an acquisition is based on the fair value of the consideration given, except where the fair value of 
the consideration given is not clearly evident.  In such a case, the fair value of the net assets acquired is used. 
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5. ACQUISITION (cont’d…) 

 
The total purchase price of $122,290 has been allocated as follows: 
 
Cash $     136,105 
Prepaid expenses          16,250 
Receivables            2,400 
Accounts payable and accrued liabilities        (32,465) 
 $     122,290 
  

 
These consolidated financial statements include the results of operations of the Company from July 22, 2010, the 
date of acquisition.  The operating costs of the Company from June 1, 2010 to July 22, 2010 totaled $19,541. 

 
 

6. EQUIPMENT 

 
 Equipment consists of the following: 
 

   
Mining 
Tools 

  
 

Automotive 

  
Furniture and 

Fixtures 

 
 

 
Office  

Equipment 

 
 

 
Computer  
Equipment 

 
 

 
 

Total 

             

Cost             

Balance at February 28, 2010 and 
March 1, 2010 

 
$ 

 
-    

 
$ 

 
56,824 

 
$ 

 
12,854 

 
$ 

 
13,688 

 
$ 

 
8,494 

 
$ 

 
91,860 

 Additions  -     -     -     -     2,401  2,401 

Balance at February 28, 2011  -     56,824  12,854  13,688  10,895  94,261 

 Additions  7,315  -     -     -     -     7,315 

Balance at May 31, 2011  7,315  56,824  12,854  13,688  10,895  101,576 

             

Depreciation             

Balance at February 28, 2010 and 
March 1, 2010 

  
-    

  
33,892 

  
5,271 

 
 

7,584 
 

 
3,931 

 
 

50,678 

 Depreciation for the year  -     6,992  1,515  1,848  1,489  11,844 

Balance at February 28, 2011  -     40,884  6,786  9,432  5,420  62,522 

 Depreciation for the period  -     -     -     -     826  826 

Balance at May 31, 2011  -     40,884  6,786  9,432  6,246  63,348 

             

Translation adjustment             

At February 28, 2010 and 
March 1, 2010 

  
-    

  
721 

  
168 

 
 

605 
 

 
-    

 
 

1,494 

At February 28, 2011  -     (249)  (313)  (127)  -     (689) 

At May 31, 2011  68  (265)  (321)  (131)  -     (649) 

             

Carrying amounts             

At February 28, 2010 and 
March 1, 2010 

  
-    

  
23,653 

  
7,751 

 
 

6,709 
 

 
4,563 

 
 

42,676 

At February 28, 2011  -     15,691  5,755  4,129  5,475  31,050 

At May 31, 2011 $ 7,383 $ 15,675 $ 5,747 $ 4,125 $ 4,649 $ 37,579 
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7. EXPLORATION AND EVALUATION ASSETS  

 
 The recoverability of amounts shown for mineral properties is dependent upon the discovery of economically 

recoverable reserves, the ability of the Company to obtain necessary financing to complete the development, and 
future profitable production from the properties or proceeds from disposition. 

 
 Ownership in mineral interests involves certain inherent risks due to the difficulties of determining the validity of 

certain claims as well as the potential for problems arising from the frequently ambiguous conveyancing history 
characteristic of many mineral interests.  The Company has investigated ownership of its mineral interests and, to 
the best of its knowledge, such ownership interests are in good standing. 
 

 The Company has acquired 100% of certain mineral properties and rights in Tanzania.  Other than keeping the 
claims in good standing, the Company does not have any significant expenditure commitments on these properties. 
Details of the costs incurred to date are as follows: 

 

  

Balance, February 28, 2010 and March 1, 2010 $ 868,094 

  
Acquisition costs  579 
Administration fees  7,768 
Consulting  107,042 
Leases  4,608 
Survey  101,118 
Translation adjustment  (7,539) 
  
Total for year  207,400  
  

Balance, February 28, 2011  1,075,494 
Consulting  8,072 
Data  6,343 
Drilling  629,557 
Equipment  47,563 
Travel  4,296 
Translation adjustment  (141) 
  
Total for the period  695,690 

  

Balance, May 31, 2011  1,771,184 

  

Cumulative Totals  
  
Acquisition costs  71,511 
Administration fees  87,988       
Consulting  613,984 
Data  6,343 
Drilling  629,557 
Equipment  47,563 
Leases  33,784 
Travel  184,268 
Survey  101,118 
Translation adjustment  (4,932) 
  

Balance, May 31, 2011 $ 1,771,184 
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8. SHARE CAPITAL AND OTHER EQUITY RESERVE 

 
 The authorized share capital of the Company is unlimited common shares without par value. 
 
 There were no share capital transactions during the three months ended May 31, 2011. 
 
 During the year ended February 28, 2011: 
 

a) Privco issued 3,000,000 common shares at a price of $0.06 per share for a total value of $180,000.  The shares 
were issued to a director of the Company for $0.005 per share, for total proceeds of $15,000 which remain 
receivable as at February 28, 2011.  A $0.055 expense per common share was recorded as consulting fees 
representing the difference between the fair value of the shares and the price paid. 

 
b) Privco issued 2,403,333 common shares at a price of $0.06 per share for gross proceeds of $144,200. 

 
c) Privco issued 1,990,000 common shares for the exercise of stock options at $0.05 per share for gross proceeds 

of $99,500.  The fair value of the options was $29,475. 
 

d) the Company issued 2,857,170 units at a price of  $0.35 per unit for gross proceeds of $1,000,010.  Each unit 
consisted of one common share and one common share purchase warrant.  Each warrant is exercisable into one 
common share at a price of $0.65 until April 26, 2012.  In connection with this financing, the Company issued 
164,288 agents warrants with a fair value of $88,871, exercisable at a price of $0.65 until April 26, 2012. 
 

e) the Company issued 16,364,000 units at a price of $0.55 per unit for gross proceeds of $9,000,200.  Each unit 
consisted of one common share and one half of one share purchase warrant.  Each whole warrant is exercisable 
into one common share of the Company at a price of $0.75 until December 7, 2012.  In connection with this 
financing, the Company issued 1,145,480 agent warrants with a fair value of $295,154, exercisable at a price of 
$0.75 until December 7, 2012. 

 
f) the Company issued 100,000 common shares for the exercise of stock options at $0.40 per share for gross 

proceeds of $40,000.  The fair value of the options was $11,901. 
 
g) On July 22, 2010 the Company issued 48,332,027 common shares valued at $122,290 pursuant to the 

acquisition of Privco (Note 8).  
As at February 28, 2011 5,898,193 (2010-Nil) common shares are held in escrow. 

 
 During the year ended February 28, 2010: 
 

a) Privco issued 7,100,000 common shares at a price of $0.05 per share, and 15,930,000 common shares at $0.06 
per share for gross proceeds of $1,310,800. 

 
b) Privco consolidated 30,000,000 seed shares to 5,500,000 seed shares in order to comply with regulatory 

requirements. 

 

Warrants 

 

The following is a summary of warrants outstanding as at May 31, 2011, February 28, 2011 and 2010 and March 1, 
2010, and changes during the periods then ended. 
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8. SHARE CAPITAL AND OTHER EQUITY RESERVE (cont’d…) 
 

Warrants (cont’d…) 
 

  
 

Number of 
Warrants 

  
Weighted Average 
 Exercise Price 

 
Remaining 
Contractual 
Life (years) 

     
Outstanding at February 28, 2010 and March 1, 2010                    -     $      -    -    
     
 Issued       12,348,938           0.73  1.62 

     
Outstanding at February 28, 2011 and May 31, 2011      12,348,938    $ 0.73 1.62 

 

As at May 31, 2011, the Company had the following warrants outstanding: 
 

 
 
 
Outstanding 

  
 
 

Exercise Price 

  
 Remaining 
Contractual 
Life (years) 

 
 
 

Expiry Date 

      
  2,857,170  $           0.65  0.91      Apr.26, 2012    
     164,288ı               0.65  0.91    Apr.26, 2012 
  8,182,000               0.75   1.52      Dec.7, 2012                                          
  1,145,480ı               0.75  1.52       Dec. 7, 2012 

 
12,348,938 

  
      

   
 

ı Agent warrants 
 
The following weighted average assumptions were used for the Black-Scholes valuation of the compensation 
warrants granted during the periods then ended: 
 

 
 
 

    
 May 31, 

2011 

 
 February 28, 

2011 

      
Risk-free interest rate    n/a  1.65% 
Expected life of warrants    n/a          2 years 
Annualized volatility    n/a      75%  
Dividend rate    n/a     0% 

 

 Stock options 
 

The Company has established a stock option plan pursuant to which options to purchase common shares may be 
granted to certain officers, directors, and employees of the Company as well as persons providing ongoing services 
to the Company.  Exercise price of options are to equal at least the market price of the Company’s stock on the date 
of grant.  Stock options are exercisable on the day of grant and are for a five-year term in accordance with TSX 
Venture Exchange policy. The options vest at the discretion of the board of directors.  The number of common 
shares reserved for issuance will not exceed 10% of the issued and outstanding common shares of the Company. 
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8. SHARE CAPITAL AND OTHER EQUITY RESERVE (cont’d…) 
 

 Stock options (cont’d…) 

 

  
 

Number of 
Stock Options 

 
Weighted 
Average 

 Exercise Price 

  
 
 

Expiry Date 

     
Outstanding and exercisable at February 28, 2010 and March 1, 2010  2,090,000  0.05  May 14, 2014 

     
 Exercised  (2,090,000)  0.07  - 
 Granted   1,400,000  0.40  Sept. 24, 2015 

     
Outstanding and exercisable at February 28, 2011  1,400,000 $ 0.38   
 Granted   2,900,000  0.90  March 3, 2016 
 Cancelled   (400,000)  0.71  - 

     
Outstanding and exercisable at May 31, 2011  3,900,000 $ 0.73   

 
At May 31, 2011 the following stock options were outstanding and exercisable: 
 

 
 
 
Outstanding and Exercisable 

  
 
 

Exercise Price 

  
 Remaining 
Contractual 
Life (years) 

 
 
 

Expiry Date 

      
     100,000  $           0.05   2.96    May 14, 2014 
  1,150,000               0.40   4.32 Sept.24, 2015 
  2,650,000               0.90   4.76 March 3, 2016 

 
  3,900,000 

     

 

Stock-based compensation 

 
 The Company recognizes compensation expense for all stock options granted using the fair value based method of 

accounting.  The fair value of the options granted during the period ended May 31, 2011 totaled $1,604,494(2010-
$Nil).  The weighted average fair value of options granted during the year ended May 31, 2011 is $0.55 (2010-$ 
Nil). 

 
The following weighted average assumptions were used for the Black-Scholes valuation of the stock options granted 
during the year: 

  

 
 
 

    
May 31, 

2011 

 
       May 31, 

 2010 

      
Risk-free interest rate     1.66% n/a 
Expected life of options             5 years n/a 
Annualized volatility         75%  n/a 
Dividend rate         0% n/a 
Forfeiture rate         0% n/a 
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9. RELATED PARTY TRANSACTIONS 
 
 During the period ended May 31, 2011, the Company incurred charges from related parties as follows: 
 

a) Paid or accrued consulting fees of $89,600 (May 31, 2010- $47,250) to directors and companies controlled 
by common directors.  As of May 31, 2011, $(22,400) (February 28, 2011, $7,934; March 1, 2010 - $86) 
was included in accounts payable and accrued liabilities. 

 
b) Paid or accrued professional fees of $5,040 (May 31, 2010 - $4,725) to a company controlled by an officer 

of the Company.  As of May 31, 2011 $Nil (February 28, 2011 - $5,541; March 1, 2010 - $1,575) was 
included in accounts payable and accrued liabilities. 

 
c) Paid or accrued directors fees of $2,240 (May 31, 2010 - $Nil) to the directors of the Company, which are 

included in professional fees, in the consolidated statement of operations. 
 

d) Included in mineral properties is $Nil (February 28, 2011 - $Nil; March 1, 2010 - $22,500) in acquisition 
cost payments paid to a company with a common director. 

 
e) The Company issued 3,000,000 common shares to a director with a value at $180,000. (Note 8).  $15,000 

remains receivable with respect to the shares issued and is recorded as subscriptions receivable. 
 

The amounts due to and from related parties are non-interest bearing with no fixed terms of repayment.  The fair 
value of the amounts due to and from related parties cannot be determined as there are no specific terms of 
repayment. 
 

 These transactions occurred during the normal course of operations and were measured at the exchange amount; that 
is the amount established and accepted by the parties. 

 

10. SUPPLEMENTAL DISCLOSURES WITH RESPECT TO CASH FLOWS 
 
 The following were significant non-cash transactions during the period ended May 31, 2011: 
 

a) Included in accounts payable is $262,596 (2010 - $Nil) of exploration and evaluation assets expenditures. 
 

The following were significant non-cash transactions during the period ended February 28, 2011: 
 

a) In connection with the Acquisition, as described in Note 5, Hill Top issued 45,332,027 common shares 
valued at $122,290. 

 
b) The Company issued 3,000,000 common shares with a value of $180,000 to a director for bonus consulting 

fees (these were issued during the 3 months ended May 31, 2010) (Note 9). 
 
c) 2,090,000 (2010-Nil) stock options were exercised with a fair value of $41,376 (2010-Nil). 
 
d) Included in accounts payable is $78,058 (2010-$Nil) of exploration and evaluation assets expenditures. 
 
e) 1,309,768 (2010-Nil) agent warrants were issued with a fair value of $384,025 (2010-Nil). 

 
 There were no significant non-cash transactions for the period ended March 31, 2010 
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11. CAPITAL MANAGEMENT 

 
The Company manages its capital structure and makes adjustments to it, based on the funds available to the 
Company, in order to support the acquisition, exploration and development of mineral properties. The Board of 
Directors does not establish quantitative return on capital criteria for management, but rather relies on the expertise 
of the Company’s management to sustain future development of the business.  

 
In the management of capital the Company considers cash balances and components of shareholders’ equity. 

 
The properties in which the Company currently has an interest are in the exploration stage; as such the Company has 
historically relied on the equity markets to fund its activities. The Company will continue to assess new properties 
and seek to acquire an interest in additional properties if it feels there is sufficient geologic or economic potential 
and if it has adequate financial resources to do so.  

 
Management reviews its capital management approach on an on-going basis and believes that this approach, given 
the relative size of the Company, is reasonable. 

 

12. FINANCIAL INSTRUMENTS 

 
The Company’s financial instruments consist of cash and equivalents, receivables, and accounts payable and 
accrued liabilities. The fair value of the Company’s receivables, and accounts payable and accrued liabilities 
approximate the carrying value, which is the amount on the consolidated balance sheet dates due to their short-term 
maturities or ability of prompt liquidation.  The Company’s other financial instrument, cash and equivalents, under 
the fair value hierarchy is based on level one quoted prices in active markets for identical assets or liabilities.   

   

 Credit risk  

 
 Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. The 

Company believes it has no significant credit risk as the majority of its cash is held at a large Canadian bank.  
 
 The Company’s receivables consist mainly of input tax credits receivable from the Government of Canada, and as a 

result the Company does not believe it is subject to significant credit risk. 

 

  Liquidity risk  

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

liabilities when due.  As at May 31, 2011, the Company had a cash balance of $7,847,436 to settle current liabilities 
of $261,575.  Management believes the Company has sufficient funds to meet its obligations as they become due. 

 
 Market risk  

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

rates, and commodity and equity prices.  
 

a) Interest rate risk  
 

  The Company has cash balances and no interest bearing debt. The interest earned on cash approximates fair 
value rates and therefore the Company is not at a significant risk to fluctuating interest rates.  
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12. FINANCIAL INSTRUMENTS (cont’d…) 
 
 Market risk (cont’d…) 

 
b) Currency risk  
 
 The Company’s operations are in Canada and Tanzania.  The international nature of the Company’s operations 

results in foreign exchange risk as transactions are denominated in foreign currency. 
 
 The operating results and the financial position of the Company are reported in Canadian dollars.  The 

fluctuations of the operating currencies in relation to the Canadian dollar will, consequently, have an impact 
upon the reported results of the Company and may also affect the value of the Company’s assets and liabilities. 

 
Sensitivity Analysis 
 
Based on management’s knowledge and experience of the financial markets, the Company believes the following 
movements are “reasonably possible”. 
 
As at May 31, 2011, the Company’s net US dollar financial assets were US$33,150.  Thus a 10% change in the 
Canadian dollar versus the US dollar exchange rate would give rise to a $3,238 change in other comprehensive 
income. 
 
The Company has not entered into any agreements or purchased any instruments to hedge possible currency risks at 
this time. 
 
c) Price risk  
 
 The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk is defined 

as the potential adverse impact on the Company’s earnings due to movements in individual equity prices or 
general movements in the level of the stock market. Commodity price risk is defined as the potential adverse 
impact on earnings and economic value due to commodity price movements and volatilities. The Company 
closely monitors commodity prices of gold and copper, individual equity movements, and the stock market to 
determine the appropriate course of action to be taken by the Company. 

 
13. SEGMENTED INFORMATION 

 
 The Company primarily operates in one reportable operating segment, being the acquisition, exploration, 

development and exploitation of resource properties located in Africa.  Geographic information is as follows: 

 

  
Total  
Assets 

 
 

 Equipment 

 
Mineral 

Properties 

 
Other  
Assets 

     

May 31, 2011     
 Canada $ 7,866,156 $ 4,649 $ -    $ 7,861,507 
 Tanzania  1,861,154  32,930  1,771,184  57,040 

     
 $ 9,727,310 $ 37,579 $ 1,771,184 $ 7,918,547 

     
-Continued- 
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13. SEGMENTED INFORMATION (cont’d…) 
 
 

  
Total  
Assets 

 
 

 Equipment 

 
Mineral  

Properties 

 
Other  
Assets 

     
Continued…     

February 28, 2011     
 Canada $ 8,807,626 $ 5,475 $ -    $ 8,802,151 
 Tanzania  1,180,083  25,575  1,075,494  79,014 
     
 $ 9,987,709 $ 31,050 $ 1,075,494 $ 8,881,165 

     
February 28, 2010 and March 1, 2010     
 Canada $ 708,949 $ 4,564 $ -    $ 704,385 
 Tanzania  1,041,727  38,112  868,094  135,521 
     
 $ 1,750,676 $ 42,676 $ 868,094 $ 839,906 

 

 

14. FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 

 
 
 The Company adopted IFRS on March 1, 2011 with a transition date of March 1, 2010. Under IFRS 1 First-time 

Adoption of International Financial Reporting Standards, the IFRS are applied retrospectively at the transition date 
with all adjustments to assets and liabilities as stated under GAAP taken to retained earnings unless certain 
exemptions are applied. IFRS provides for certain optional exemptions and certain mandatory exceptions for first 
time IFRS adopters. However, the exemptions did not apply to the Company’s operations, therefore, no elections 
were taken upon transition. 

 

 

 Reconciliations  
 
 The adoption of IFRS has resulted in changes to the Company’s reported financial position and results of operations.  

The Company’s adoption of IFRS did not have an impact on the total operating, investing or financing cash flows. 
In order to allow the users of the financial statements to better understand these changes, the financial statements 
previously presented under Canadian GAAP have been reconciled to IFRS. For a description of the changes, see the 
discussion in Notes to the IFRS Reconciliations below. 
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14. FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 
(cont’d…) 

 
 Reconciliations (cont’d…) 
 
 The March 1, 2010 Canadian GAAP Consolidated Balance Sheets have been reconciled to IFRS as follows: 
 

 

CONSOLIDATED STATEMENT OF  FINANCIAL POSITION AS AT MARCH 1, 2010 

 

 

   

  Notes   March 1, 2010   

   Canadian GAAP 

 Effect of transition 

to IFRS 

 

IFRS 

ASSETS 
 

      

Current assets 
 

      

     Cash and equivalents 
 

$ 829,748 $ -  $ 829,748 

     Receivables  
 

 5,764  -   5,764 

     Prepaid expenses 
 

 4,394    4,394 

  
 

 839,906  -   839,906 

Non-current assets 
 

     
 

     Equipment a  36,684  5,992  42,676 

     Exploration and evaluation assets a  859,170  8,924  868,094 

  
 

 1,735,760  14,916  1,750,676  

  
 

       

LIABILITIES 
 

       

Current liabilities 
 

       

     Accounts payable & accrued liabilities 
 

 27,432  -   27,432 

  
 

 27,432  -   27,432 

  
 

      

SHAREHOLDERS' EQUITY 
 

      

Share capital 
 

 4,222,386   
 

 4,222,386  

Other equity reserve a  30,956   -  30,956  

Deficit 
 

 (2,545,014)  )40,770(  (2,585,784)  

Accumulated other comprehensive income a  -  55,686  55,686 

  
 

 1,708,328  14,916  1,723,244 

  
 

    
 

 
 

  
 

$ 1,735,760 $ 14,916 $ 1,750,676 
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14. FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 
(cont’d…) 

 
 Reconciliations (cont’d…) 

 
        

  Notes   May 31, 2010   

   Canadian GAAP 

 Effect of transition to 

IFRS 

 

IFRS 

ASSETS 
 

      

Current assets 
 

      

     Cash and equivalents 
 

$ 792,003 $ -  $ 792,003 

     Receivables  
 

 24,183  -   24,183 

     Prepaid expenses 
 

 17,003  -   17,003 

  
 

 833,189  -   833,189 

Non-current assets 
 

     
 

     Equipment a  34,100  6,097  40,197 

     Exploration and evaluation assets a  864,520  8,528  873,048 

  
 

 1,731,809   14,625  1,746,434 

  
 

       

LIABILITIES 
 

       

Current liabilities 
 

       

     Accounts payable & accrued liabilities 
 

 27,528  -   27,528 

  
 

 27,528  -   27,528 

  
 

      

SHAREHOLDERS' EQUITY 
 

      

Share capital 
 

 4,675,436    -   4,675,436   

Subscriptions receivable 
 

 )15,000(  -   )15,000( 

Other equity reserve 
 

 1,481   -   1,481  

Deficit a  (2,957,636)  )39,163(  (2,996,799) 

Accumulated other comprehensive income a  -   53,788  53,788 

  
 

 1,704,281   14,625  1,718,906 

  
 

    
 

 
 

  
 

$ 1,731,809 $ 14,625 $ 1,746,434  
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14. FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 
(cont’d…) 

 
 Reconciliations (cont’d…) 
 

        

  Notes   February 28, 2011  

   

Canadian 

GAAP 

 Effect of transition to 

IFRS 

 

IFRS 

ASSETS 
 

      

Current assets 
 

      

     Cash and equivalents 
 

$ 8,816,844 $ - $ 8,816,844 

     Receivables and deposits 
 

 57,621  -  57,621 

     Prepaids   6,700  -  6,700 

  
 

 8,881,165  -  8,881,165 

Non-current assets 
 

     
 

     Equipment a  27,650  3,400  31,050 

     Exploration and evaluation assets a  1,080,285  )4,791(  1,075,494 

  
 

 9,989,100  )1,391(  9,987,709 

LIABILITIES 
 

 
 

    

Current liabilities 
 

 
 

    

     Accounts payable & accrued liabilities 
 

 133,581  -  133,581 

  
 

 133,581  -  133,581 

  
 

   
 

 
 

SHAREHOLDERS' EQUITY 
 

      

Share capital 
 

 13,660,966  -  13,660,966 

Subscriptions receivable   )15,000(  -  )15,000( 

Other equity reserve 
 

 716,818  -  716,818 

Deficit a  )4,507,265(  )22,953(  )4,530,218( 

Accumulated other comprehensive income a  -  21,562  21,562 

  
 

 9,855,519  )1,391(  9,854,128 

  
 

 
 

 
 

 
 

  
 

$ 9,989,100 $ )1,391( $ 9,987,709 
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14. FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 
(cont’d…) 

 
 Reconciliations (cont’d…) 

 
 The Canadian GAAP consolidated statement of operations and comprehensive (loss) income for the three-month 
 period ended May 31, 2010 has been reconciled to IFRS as follows: 
 

Notes Canadian GAAP

IFRS 

Adjustments IFRS

EXPENSES

Consulting fees 268,091$               -$                        268,091$                

Depreciation a 2,584                     (77)                      2,507                      

Foreign exchange a 1,530                     (1,530)                 -                              

General and administrative 8,729                     -                          8,729                      

Professional fees 39,281                   -                          39,281                    

Property examination 46,188                   - 46,188                    

Travel and promotion 46,219                   - 46,219                    

(412,622)                1,607                   (411,015)                 

Net income/(loss) for the year (412,622)                1,607                   (411,015)                 

Cumulative translation adjustment -                            (1,898)                 (1,898)                     

Comprehensive loss for the period (412,622)                (291)                    (412,913)                 

Deficit - beginning of period (2,545,014)             (40,770)               (2,585,784)              

Deficit - end of period (2,957,636)$           (39,163)$              (2,996,799)$            

Cumulative translation adjustment -$                          (1,898)$               (1,898)$                   

Accumulated other comprehensive income - -                            55,686                 55,686

beginning of period

Accumulated other comprehensive income  - 

end of period -$                          53,788$               53,788$                  

 May 31, 2010

Three Months Ended
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14. FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 
(cont’d…) 

 
 Reconciliations (cont’d…) 

 
 The Canadian GAAP consolidated statement of comprehensive (loss) income for the year ended February 28, 2011 
 has been reconciled to IFRS as follows: 

 

Notes

Canadian 

GAAP

IFRS 

Adjustments IFRS

EXPENSES

Consulting fees a 744,076$           -$                    744,076$            

Depreciation a 11,435               399                  11,834                

Foreign exchange 18,216               (18,216)           -                          

General and administration 203,810             -                      203,810              

Professional fees 354,211             -                      354,221              

Property examination 66,671               -                      66,671                

Stock-based compensation 343,213             -                      343,213              

Travel and promotion 223,207             -                      223,207              

(1,964,839)        17,817             (1,947,032)          

Interest income 2,598                 -                      2,598                  

2,598                 -                      2,598                  

Net income/(loss) for the year (1,962,251)        17,817             (1,944,434)          

Cumulative translation adjustment -                        (34,124)           (34,124)               

Comprehensive loss for the year (192,251)$         (16,307)$         (1,978,558)$        

Deficit - beginning of period (2,545,014)        (40,770)           (2,585,784)          

Deficit - end of period (4,699,516)$      (73,384)$         (6,542,900)$        

Cumulative translation adjustment -$                      (34,124)$         (34,124)$             

Accumulated other comprehensive income - beginning of period -                        55,686             55,686

Accumulated other comprehensive income - end of period -$                      21,562$           21,562$              

February 28, 2011

Year Ended
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14. FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 
(cont’d…) 

 
 Reconciliations (cont’d…) 
 
 The Canadian GAAP consolidated statement of cash flows for the 3 month period ended May 31, 2010 has been 
 reconciled to IFRS as follows: 
 

 CGAAP IFRS 

 Consolidated Consolidated 

Notes May 31, 2010 Adjustments May 31, 2010 

 
 

CASH FLOWS FROM OPERATING 

ACTIVITIES  

   Loss for the period   $            (412,622)  $         1,607  $         (411,015) 

   Item not affecting cash:  
     Amortization  a                       2,584                (77)                  2,507  
     Foreign exchange (gain)/loss a                     (4,732)             4,732                          -  
     Shares issued for consulting fees                    165,000                    -               165,000  

 

  Changes in non-cash working capital items:  
    Accounts receivables                    (18,419)                    -                (18,419) 
    Prepaid expenses                    (12,609)                    -                (12,609) 
    Accounts payable and accrued liabilities                             96                    -                        96 

   Net cash used in operating activities                 (280,702)             6,262              (274,440) 

 
 

CASH FLOWS FROM INVESTING ACTIVITIES  
   Acquisition of mineral properties a                        (618)              (3,951)                 (4,569) 

   Net cash used in investing activities                         (618)              (3,951)                 (4,569) 

 
 

CASH FLOWS FROM FINANCING ACTIVITIES  
  Shares issued for cash (net of costs)                   243,575                     -               243,575  

   Net cash used in financing activities                   243,575                     -               243,575  

 

Decrease in cash during the period                   (37,745)              2,311              (35,434)  
 

Cash, beginning of the period                  829,748                     -              829,748  
 

Effect of exchange rate on cash                               -             (2,311)                 (2,311) 
 

Cash, end of the period   $             792,003                    -   $          792,003  
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14. FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 
(cont’d…) 

 

 Reconciliations (cont’d…) 
 

 The Canadian GAAP consolidated statement of cash flows for the 12 months ended February 28, 2011 has been 
 reconciled to IFRS as follows: 

 

 

 

 CGAAP 

 

IFRS 

 

 Consolidated Consolidated 

Notes February 28, 2011 Adjustments February 28, 2011 

 

 
 CASH FLOWS FROM OPERATING ACTIVITIES  
    Loss for the period  $ (1,962,251) $ 17,817 $ (1,944,434) 

   Item not affecting cash:  
     Amortization  a  11,435  (1,977)  9,458 
     Shares issued for bonus consulting fees   165,000  -     165,000 
     Stock based compensation   343,213  -     343,213 

 
  Changes in non-cash working capital items:  
    Accounts receivables   (49,457)  -     (49,457) 
    Prepaid expenses   13,944  -     13,944 
    Accounts payable and accrued liabilities a  (4,374)  1,542  (2,832) 

   Net cash used in operating activities   (1,482,490)  17,382  (1,465,108) 

 
CASH FLOWS FROM INVESTING ACTIVITIES  
   Cash acquired from Hill Top   136,105  -     136,105 
   Acquisition of equip. a  (2,401)  2,340  (61) 
   Acquisition of mineral properties a  (143,057)  6,196  (136,861) 

   Net cash used in investing activities   (9,353)  8,536  (817) 

 
CASH FLOWS FROM FINANCING ACTIVITIES  
  Shares issued for cash (net of costs)   9,478,939  -     9,478,939 

   Net cash used in financing activities   9,478,939  -     9,478,939 

 
Increase in cash during the period   7,987,096  25,918  8,013,014 

 
Cash, beginning of the period   829,748  -     829,748 

 

 
Effect of exchange rate on cash   -     (25,918)  (25,918) 

 
Cash, end of the period  $ 8,816,844 $ -    $ 8,816,844 
(a)
 

Functional currency and exchange translation 

 

 Under Canadian GAAP, the foreign operations are consolidated using the temporal method. Under IFRS, the Company first identified each entity’s functional currency and if the functional 

currency for the foreign operations is different from the parent company, for the purpose of presenting consolidated financial statements, the assets and liabilities of the Company’s foreign 

operations are expressed in Canadian dollars using closing rates at the date of financial position. Income and expense items are translated at the average exchange rates for the period. 

Exchange differences arising, if any, are recognized directly into equity and transferred to the foreign currency transactions reserve. Such exchange differences are recognized in profit or loss 

in the period in which the foreign operation is disposed of.  

 

 As at March 1, 2010, the Company recognized a total foreign exchange gain of $55,686 (recorded as accumulated other comprehensive income) due to translating the non-current assets at 

spot rate. 

 

 For the three months ended May 31, 2010, the foreign exchange resulting from the consolidation amounted to a reduction of the current period’s loss in the Statement of Comprehensive Loss 

by $1,898 and recording an exchange reserve in the Statement of Equity under Accumulated other comprehensive income. 

 

 For the year ended February 28, 2011, the foreign exchange resulting from the consolidation amounted to a loss of $34,124, resulting in decreasing the current period’s comprehensive loss in 

the Statement of Comprehensive loss recording an exchange reserve in the Statement of Equity under Accumulated other comprehensive income.  
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15. SUBSEQUENT EVENTS 

 

 Subsequent to the period ended May 31, 2011, the Company appointed Mr. Robert Dzisiak to its Board of Directors. 


