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Conversion to IFRS  
 
(i) Overview 
 
IFRS replaced Canadian GAAP for publicly accountable enterprises for financial periods beginning on and after January 
1, 2011. These are the Company’s first unaudited condensed interim consolidated financial statements prepared in 
accordance with IAS 34, using accounting policies consistent with IFRS. 
 
The accounting policies described in note 2 have been selected to be consistent with IFRS as is expected to be effective 
on March 31, 2011, the Company’s first annual IFRS reporting date. These policies have been applied in the preparation 
of these unaudited condensed interim financial statements, including all comparative information. 
 
(ii) First-time adoption of IFRS 
 
The adoption of IFRS requires the application of IFRS 1, which provides guidance for an entity’s initial adoption of IFRS. 
IFRS 1 generally requires retrospective application of IFRS as effective at the end of its first annual IFRS reporting period. 
However, IFRS 1 also provides certain optional exemptions and mandatory exceptions to this retrospective treatment.  
 
The Company has elected to apply the following optional exemptions in its preparation of an opening IFRS statement of 
financial position as at January 1, 2010, the Company’s “Transition Date”. 
 
•  To apply IFRS 2 Share based Payments only to equity instruments that were issued after April 18, 2005 and had not 

vested by the Transition Date. 
 
•  To apply IAS 23 Borrowing Costs prospectively from the transition date. IAS 23 requires the capitalization of borrowing 

costs directly attributable to the acquisition, production or construction of certain assets. 
 
• To elect not to apply retrospective treatment to certain aspects of IAS 21, The Effect of Changes in Foreign Exchange 

Rates, and deem the cumulative translation differences for all foreign operations to be zero at the transition date. 
 
• To apply the transition provisions of IFRIC 4, Determining whether an Arrangement Contains a Lease, to determine if 

arrangements existing at the transition date contain a lease based on the circumstances existing at the transition date, 
rather than the historical date. 

 
IFRS 1 does not permit changes to estimates that have been made previously. Accordingly, estimates used in the 
preparation of the Company’s opening IFRS statement of financial position as at the Transition Date are consistent with 
those that were made under Canadian GAAP.  
 
The Company’s Transition Date IFRS unaudited condensed interim consolidated balance sheet is included as 
comparative information in the unaudited condensed interim consolidated balance sheets in these financial statements. 
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(iii) Reconciliations of Canadian GAAP to IFRS 
 
IFRS 1 requires the Company to reconcile equity, comprehensive income and cash flows for prior periods. The changes 
made to the consolidated statements of financial position and consolidated statements of comprehensive income have 
resulted in reclassifications of  various amounts on the consolidated statements of cash flows, however as there have 
been no changes to the net cash flows from operating investing and financing activities, no reconciliations have been 
presented. 
 

Reconciliation of equity  
Jan 1 
2010 

 
Mar 31 

2010 
 

Dec 31 
2010 

Shareholders’ equity under Canadian GAAP $ 5,184,492 $ 235,306 $ (10,969,798) 

IFRS Adjustments  (63,513)  (55,696)  (6,328,545) 

Total equity under IFRS $ 5,120,979 $ 179,610 $ (17,298,343) 

 

Reconciliation of operations and comprehensive loss  
Mar 31 

2010 
 

Dec 31 
2010 

Net loss and comprehensive loss under 
Canadian GAAP 

  
$ (6,512,097) $ (24,004,702) 

IFRS adjustments    298,032  (4,117,479) 

Net loss and comprehensive loss under IFRS   $ (6,214,065) $ (28,122,181) 

 
(iv) Changes to accounting policies 
 
The Company has changed certain accounting policies to be consistent with IFRS as is expected to be effective on March 
31, 2011, the Company’s first annual IFRS reporting date. The changes to its accounting policies have resulted in certain 
changes to the recognition and measurement of assets, liabilities, equity, revenue and expenses within its financial 
statements. 
 
The following summarizes the significant changes to the Company’s accounting policies on adoption of IFRS. 
 
(a) Inventory 
 
Under IFRS, Coal inventory is valued when it is probable that the future economic benefits will flow to the Company.  The 
Company had pit inventory with an estimated value of $nil on January 1, 2010, $nil on March 31, 2010 and $146,200 on 
December 31, 2010. 
 
Impact on Condensed Interim Consolidated Balance Sheets 
 

  
Jan 1 
2010 

 
Mar 31 

2010 
 

Dec 31 
2010 

Adjustment to inventory $ - $ - $ 146,200 

Adjustment to deficit $ - $ - $ (146,200) 

 
Impact on Condensed Interim Consolidated Statements of Loss and Comprehensive Loss 
 

    
Mar 31 

2010 
 

Dec 31 
2010 

Adjustment to cost of goods sold   $ - $ 146,200 

Adjustment to deficit   $ - $ (146,200) 
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(b) Mineral properties 
 
On transition to IFRS, the Company elected to capitalize exploration and evaluation expenditures as incurred, which is 
consistent with the Company's Canadian GAAP policy. There is no impact on the unaudited condensed interim 
consolidated financial statements. 
 
(c) Impairment of non-financial assets 
 
IFRS requires a write down of assets if the higher of the fair market value and the value in use of a group of assets is less 
than its carrying value. Value in use is determined using discounted estimated future cash flows. Current Canadian GAAP 
requires a write down to estimated fair value only if the undiscounted estimated future cash flows of a group of assets are 
less than its carrying value.  
 
The Company's accounting policies related to impairment of non-financial assets have been changed to reflect these 
differences.  There is no impact on the unaudited condensed interim consolidated financial statements. 
 
(d) Asset Retirement Obligations 
 
IFRS requires the recognition of a decommissioning liability for legal or constructive obligations, while current Canadian 
GAAP only requires the recognition of such liabilities for legal obligations. A constructive obligation exists when an entity 
has created reasonable expectations that it will take certain actions.  
 
The Company's accounting policies related to decommissioning liabilities have been changed to reflect these differences.  
There is no impact on the unaudited condensed interim consolidated financial statements. 

 
(e) Flow-through shares 

 
Under IFRS proceeds from shares are allocated between the offering of the common shares and the sale of tax benefits 
when the common shares are offered. The allocation is made based on the difference between the quoted price of the 
common shares and the amount the investor pays for the flow-through shares. A future tax liability is recognized for the 
premium paid by the investors and is then recognized as a future income tax recovery in the period of renunciation.  If 
flow-through shares are sold at a discount, this policy does not apply and the flow-through shares issued follow applicable 
IFRS guidance. Previously, the Company's Canadian GAAP policy was to adopt the recommendations of EIC 146 with 
respect to the accounting for flow through shares. This resulted in the Company reducing the net proceeds of the flow 
through share issuance by the future tax liability of the Company resulting from the renunciation of the exploration and 
development expenditures in favour of the flow through share subscribers. This future income tax liability was calculated 
net of any benefit resulting from unrecorded income tax loss carry forwards and income tax pools in excess of the 
accounting value available for deduction. 

 
Impact on Condensed Interim Consolidated Balance Sheets 
 

  
Jan 1 
2010 

 
Mar 31 

2010 
 

Dec 31 
2010 

Adjustment to common shares $ 98,167 $ 98,167 $ 98,167 

Adjustment to deficit $ (98,167) $ (98,167) $ (98,167) 
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(f) Share based payments 
 
Under IFRS each tranche in an award is considered a separate award with its own vesting period and grant date fair 
value. The fair value of each tranche is measured at the date of grant using the Black-Scholes option pricing model. 
Compensation expense is recognized over the tranche’s vesting period, based on the number of awards expected to 
vest, by increasing contributed surplus. Canadian GAAP allowed for the expensing of options over the vesting period on a 
straight line basis. 
 
Impact on Condensed Interim Consolidated Balance Sheets 
 

  
Jan 1 
2010 

 
Mar 31 

2010 
 

Dec 31 
2010 

Adjustment to contributed surplus $ - $ (290,215) $ - 

Adjustment to deficit $ - $ 290,215 $ - 

 
Impact on Condensed Interim Consolidated Statements of Loss and Comprehensive Loss 
 

    
Mar 31 

2010 
 

Dec 31 
2010 

Adjustment to stock based compensation   $ (290,215) $ - 

 
(g) Derivative financial liabilities 
 
Under IAS 32, warrants denominated in a foreign currency, which have not been issued on a pro-rata basis to all holders 
of the same class of shares are classified as liabilities. The Company has derivative financial instruments in the form of 
warrants issued in Canadian dollars.  Such derivative financial instruments are initially recognized at fair value at the date 
at which the derivatives are issued and are subsequently re-measured at fair value.  These derivatives do not qualify for 
hedge accounting and changes in fair value are recognized immediately in profit and loss. 
 
Impact on Condensed Interim Consolidated Balance Sheets 
 

  
Jan 1 
2010 

 
Mar 31 

2010 
 

Dec 31 
2010 

Adjustment to warrants $ (143,469) $ (143,469) $ (2,291,022) 

Adjustment to derivative financial instruments  63,513  55,696  6,474,745 

Adjustment to deficit $ 79,956 $ 87,773 $ (4,183,743) 

 
Impact on Condensed Interim Consolidated Statements of Loss and Comprehensive Loss 
 

    
Mar 31 

2010 
 

Dec 31 
2010 

Adjustment to gain (loss) in fair value of 
derivative instruments 

  
$ 7,817 $ (4,103,767) 
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(h) Debt covenants 
 
IAS 1 requires that if the Company is in breach of a debt covenant and the Company does not have an unconditional right 
to defer settlement of a liability for at least twelve months after the reporting period then the liability must be classified as 
a current liability.  As at January 1, 2010 and December 31, 2010 the Company was in breach of its notes payable.  
 
Impact on Condensed Interim Consolidated Balance Sheets 
 

  
Jan 1 
2010 

 
Mar 31 

2010 
 

Dec 31 
2010 

Adjustment to notes payable, current $ 860,792 $ - $ 3,570,530 

Adjustment to notes payable, long term $ (860,792) $ - $ (3,570,530) 

 
(i) Cumulative translation differences 
 
To elect not to apply retrospective treatment to certain aspects of IAS 21, The Effect of Changes in Foreign Exchange 
Rates, and deem the cumulative translation differences for all foreign operations to be zero at the transition date. 
 
Impact on Condensed Interim Consolidated Balance Sheets 
 

  
Jan 1 
2010 

 
Mar 31 

2010 
 

Dec 31 
2010 

Adjustment to accumulated and other 
comprehensive loss $ 542,103 $ 542,103 $ 542,103 

Adjustment to deficit $ (542,103) $ (542,103) $ (542,103) 
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