
 
 
 
 
 
 
 
 

 
 
 
 
 
 

CAZA GOLD CORP. 
 
 
 

Third Quarter Report 
 
 
 

Condensed Consolidated Interim Financial Statements 
 
 
 

(stated in Canadian dollars) 
 
 
 

Three and Nine Months ended September 30, 2013 
 
 
 

(Unaudited – Prepared by Management) 
 
 
 
 
 
 
 
 
 

 



 
 
 
 
 
 
 
 
 
 
 
 
 

Notice of No Auditor Review of 

Unaudited Condensed Consolidated Interim Financial Statements 

For the Three and Nine Months Ended September 30, 2013 

 

 

In accordance with National Instrument 51-102 Part 4, subsection 4.3(3)(a), if an auditor has not performed a review 

of these unaudited condensed consolidated interim financial statements, they must be accompanied by a notice 

indicating that the unaudited condensed consolidated interim financial statements have not been reviewed by an 

auditor. 

 

The accompanying unaudited condensed consolidated interim financial statements of Caza Gold Corp. (the 

“Company”) for the three and nine months ended September 30, 2013 (the “Financial Statements”) have been 

prepared by and are the responsibility of the Company’s management, and have not been reviewed by the 

Company’s auditors.  The Financial Statements are stated in Canadian dollars, unless otherwise indicated, and are 

prepared in accordance with International Accounting Standards 34 (“IAS 34”) based upon the principles of 

International Financial Reporting Standards (“IFRS”). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Condensed Consolidated Interim Statements of Financial Position 

(Unaudited – Prepared by Management) 

(Stated in Canadian dollars) 

 

 
 

September 30, December 31,

Notes 2013 2012

ASSETS

Current Assets
Cash 232,432$              448,262$              
Receivables and prepaids 9(b)(ii) 93,209                  174,232                

Total Current Assets 325,641                622,494                

Non-Current Assets
Mineral property interests 6 and 10 7,175,718             6,682,166             
Equipment 7 9,999                    42,174                  

Total Non-Current Assets 7,185,717             6,724,340             

Total Assets 7,511,358$           7,346,834$           

LIABILITIES AND SHAREHOLDERS' EQUITY

Current Liabilities
Accounts payable and accrued liabilities 10 1,408,448$           563,779$              
Demand loan payable 8(a) 204,603                -                           
Convertible promissory notes 8(b) 112,464                -                           

Total Liabilities 1,725,515             563,779                

Shareholders' Equity
Share capital 9(b) 15,503,058           15,533,320           
Reserve for share-based payments 1,228,665             1,205,444             
Deficit (10,945,880)         (9,955,709)           

Total Shareholders' Equity 5,785,843             6,783,055             

Total Liabilities and Shareholders' Equity 7,511,358$           7,346,834$           

Investment Agreement 13

 
 
Refer to the accompanying notes to the condensed consolidated interim financial statements. 
 
 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Condensed Consolidated Interim Statements of Comprehensive Loss 

(Unaudited – Prepared by Management) 

(Stated in Canadian dollars) 

 

 
 

Three Months Ended September 30, Nine Months Ended September 30,
Notes 2013 2012 2013 2012

Expenses:
Accounting and audit (1,216)$            5,379$             (3,280)$            11,179$           
Amortization 1,297               3,630               8,025               10,887             
Employee and director remuneration 10 113,171           113,036           360,963           312,769           
Legal 10 13,242             20,828             34,368             48,233             
Office and sundry 10 19,398             57,177             101,739           198,047           
Property investigation 10 and 11 147,390           145,870           334,703           634,523           
Regulatory 8,746               17,299             66,966             93,838             
Shareholder relations 8,306               29,854             58,660             163,207           
Share-based payments 9(c) and 10 8,573               80,638             51,260             280,876           

Loss before the undernoted (318,907)          (473,711)          (1,013,404)       (1,753,559)       

Interest and other investment income -                       2,431               108                  8,415               
Accretion expense 8(b) (3,048)              -                       (3,048)              -                       
Interest and finance charges 8(a) (4,603)              -                       (4,603)              -                       
Foreign exchange (loss) gain 1,371               (27,731)            (2,814)              (37,332)            
Gain on disposition of equipment -                       -                       5,551               -                       
Write-off of mineral property interests -                       2                      -                       (1,047)              
Net loss and comprehensive loss for 
the period

(325,187)$        (499,009)$        (1,018,210)$     (1,783,523)$     

Basic and diluted loss per share (0.01)$              (0.01)$              (0.02)$              (0.03)$              

Weighted average number of common 
shares outstanding

59,479,484      56,661,045      59,479,484      56,621,855      

 
 
Refer to the accompanying notes to the condensed consolidated interim financial statements. 
 
 
 
 
 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Condensed Consolidated Interim Statements of Shareholders’ Equity 

(Unaudited – Prepared by Management) 

(Stated in Canadian dollars) 

 

 
 

Share Capital Reserve for

Number of Share-Based Obligation to

Notes Shares Amount Payments Issue Shares Deficit Total

Balance, December 31, 2011 56,029,400       15,129,181$     975,250$          151,596$          (7,700,110)$      8,555,917$       

Private placement, net of share 
issue costs 2,285,000         212,536            -                        -                        -                        212,536            
Property acquisition 6(b)(i), 9(b)(ii) 1,165,084         191,603            -                        (151,596)           -                        40,007              
Share-based payments -                        -                        343,057            -                        -                        343,057            
Expiry of stock options -                        -                        (35,452)             -                        35,452              -                        
Expiry of finders fee warrants -                        -                        (77,411)             -                        77,411              -                        
Net loss for the year -                        -                        -                        -                        (2,368,462)        (2,368,462)        

Balance, December 31, 2012 59,479,484       15,533,320       1,205,444         -                        (9,955,709)        6,783,055         

Share issue expenses -                        (30,262)             -                        -                        -                        (30,262)             
Share-based payments -                        -                        51,260              -                        -                        51,260              
Expiry of stock options -                        -                        (28,039)             -                        28,039              -                        
Net loss for the period -                        -                        -                        -                        (1,018,210)        (1,018,210)        

Balance, September 30, 2013 59,479,484       15,503,058$     1,228,665$       -$                      (10,945,880)$    5,785,843$       

Balance, December 31, 2011 56,029,400       15,129,181$     975,250$          151,596$          (7,700,110)$      8,555,917$       

Property acquisition 6(b)(i), 9(b)(ii) 631,645            151,596            -                        (151,596)           -                        -                        
Share issue expenses -                        (899)                  -                        -                        -                        (899)                  
Share-based payments -                        -                        280,876            -                        -                        280,876            
Expiry of stock options -                        -                        (35,452)             -                        35,452              -                        
Expiry of finders fee warrants -                        -                        (77,411)             -                        77,411              -                        
Net loss for the period -                        -                        -                        -                        (1,783,523)        (1,783,523)        

Balance, September 30, 2012 56,661,045       15,279,878$     1,143,263$       -$                      (9,370,770)$      7,052,371$       

 
Refer to the accompanying notes to the condensed consolidated interim financial statements. 

 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Condensed Consolidated Interim Statements of Cash Flows 

(Unaudited – Prepared by Management) 

(Stated in Canadian dollars) 

 

 
 

Nine Months Ended September 30,
2013 2012

Cash provided from (used for):

Operations:
Loss for the period (1,018,210)$       (1,783,523)$       
Items not involving cash:

Accretion expense 3,048                 -                         
Accrued interest 4,603                 -                         
Amortization 8,025                 10,887               
Share-based payments 51,260               280,876             
Gain on disposition of equipment (5,551)                -                         
Foreign exchange translation (gain) loss (2,506)                (12,036)              

(959,331)            (1,503,796)         
Changes in non-cash working capital items:

Receivables and prepaids 56,023               (74,576)              
Accounts payable and accrued liabilities 806,599             86,932               

Cash used by operating activities (96,709)              (1,491,440)         

Financing:
Proceeds from demand loan 200,000             -                         
Proceeds from convertible promissory notes, net of financing costs 109,724             -                         
Proceeds from prior private placement 25,000               -                         
Financing costs (30,262)              -                         

Cash provided from financing activities 304,462             -                         

Investing:
Mineral property interests, net of recoveries (455,482)            (2,300,099)         
Disposition (acquisition) of equipment 29,701               (4,980)                

Cash used by investing activities (425,781)            (2,305,079)         

Foreign exchange gain (loss) on cash held in foreign currency 2,198                 12,036               

Decrease in cash (215,830)            (3,784,483)         

Cash, beginning of period 448,262             4,747,814          

Cash, end of period 232,432$           963,331$           

 
 
Refer to the accompanying notes to the condensed consolidated interim financial statements. 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Condensed Consolidated Interim Statements of Cash Flows 

(Unaudited – Prepared by Management) 

(Stated in Canadian dollars) 

 

 
 

Nine months ended September 30,

2013 2012

Non-cash financing and investing activities:

Accrual for mineral property interests 418,067$              99,486$                

Issuance of common shares for:
Obligation to issue common shares -                           151,596                

Fair values from the expiration of:
Stock options 28,039                  35,452                  
Finders fee warrants -                           77,411                  

Interest paid -                           -                           
Income taxes paid -                           -                           

 
 
Refer to the accompanying notes to the condensed consolidated interim financial statements. 
 
 
 
 
 
 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Notes to the Condensed Consolidated Interim Financial Statements 

Three and Nine Months ended September 30, 2013 

(Unaudited – Prepared by Management) 

(Stated in Canadian dollars) 

Caza Gold Corp.               Page 7 

 
 
1. Nature and Continuance of Operations 

 
Caza Gold Corp. (the “Company”) was incorporated on November 15, 2007 under the laws of British 
Columbia, Canada.  The address of the Company’s registered office is #1040 – 999 West Hastings Street, 
Vancouver, BC, Canada, V6C 2W2. 
 
The Company is in the mineral exploration business and has not yet determined whether its properties 
contain reserves.  The recoverability of amounts capitalized for mineral property interests is dependent 
upon the ability of the Company to arrange appropriate financing as needed, the discovery of reserves, the 
development of its properties, confirmation and maintenance of the Company’s interest in the underlying 
properties, the receipt of necessary permitting and upon future profitable production or proceeds from the 
disposition thereof. 
 
The Company has no operating revenues, has incurred significant net losses of approximately $1.02 million 
(September 30, 2012 - $1.78 million), and has a deficit of approximately $10.9 million as at September 30, 
2013 (December 31, 2012 - $10.0 million).  Furthermore, the Company has working capital deficiency of 
$1.40 million as at September 30, 2013 (December 31, 2012 – working capital of $58,715).  These 
condensed consolidated interim financial statements have been prepared on a going concern basis, which 
assumes the realization of assets and liquidation of liabilities in the normal course of business.  The 
Company’s ability to continue as a going concern is dependent on the ability of the Company to raise debt 
or equity financings, and the attainment of profitable operations.  Management would need to raise the 
necessary capital to meet its planned business objectives.  There can be no assurance that management’s 
plans will be successful.  These condensed consolidated interim financial statements do not include any 
adjustments to the recoverability and classification of recorded asset amounts and classification of 
liabilities that might be necessary should the Company be unable to continue as a going concern.  Such 
adjustments could be material. 
 

 
2. Basis of Presentation 
 
(a) Statement of compliance: 

 
These condensed consolidated interim financial statements have been prepared in accordance with 
International Accounting Standard 34 Interim Financial Reporting (“IAS 34”) using accounting policies 
consistent with International Financial Reporting Standards (“IFRS”) as issued by the International 
Accounting Standards Board and the interpretations of the International Financial Reporting Standards 
Interpretations Committee.  These unaudited condensed consolidated interim financial statements do not 
include all of the information and disclosures required for full and complete annual financial statements, 
and accordingly should be read in conjunction with the Company’s audited consolidated financial 
statements for the year ended December 31, 2012.  The Company has consistently applied the same 
accounting policies for all periods as presented.  Certain of the prior periods’ comparative figures have 
been reclassified to conform to the presentation adopted in the current period. 
 

(b) Approval of condensed consolidated interim financial statements: 
 
These condensed consolidated interim financial statements were approved by the Company’s Board of 
Directors on November 25, 2013. 
 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Notes to the Condensed Consolidated Interim Financial Statements 

Three and Nine Months ended September 30, 2013 

(Unaudited – Prepared by Management) 

(Stated in Canadian dollars) 

Caza Gold Corp.               Page 8 

 
 

2. Basis of Presentation     (continued) 
 

(c) Basis of presentation: 
 
These condensed consolidated interim financial statements have been prepared on a historical cost basis 
except for financial instruments which are measured at fair value, as disclosed in Note 5. 
 

(d) Functional currency and presentation currency: 
 
The functional and presentation currency of the Company is the Canadian dollar.  Amounts recorded in a 
foreign currency are translated into Canadian dollars as follows: 
 
 monetary assets and liabilities at the exchange rate at the condensed consolidated interim 

statement of financial position date; 
 non-monetary assets and liabilities at historical exchange rates, unless such items are carried at 

market, in which case they are translated at the exchange rate in effect on the condensed 
consolidated interim statement of financial position date;  and 

 revenue and expense items at the rate of exchange in effect on the transaction date. 
 
Exchange gains and losses are recorded in the condensed consolidated interim statements of comprehensive 
loss in the period in which they occur. 
 

(e) Critical accounting estimates: 
 

The preparation of financial statements in accordance with IFRS requires management to make estimates, 
assumptions and judgements that affect the application of accounting policies and the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements 
along with the reported amounts of revenues and expenses during the period.  Actual results may differ 
from these estimates and, as such, estimates and underlying assumptions are reviewed on an ongoing basis.  
Revisions are recognized in the period in which the estimates are revised and in any future periods affected. 
 
Significant areas requiring the use of management estimates relate to determining the recoverability of 
mineral property interests;  the determination of accrued liabilities;  accrued site remediation;  the variables 
used in the determination of the fair values of stock options granted, finders’ fee warrants issued and 
warrants modified;  and the recoverability of deferred tax assets.  While management believes the estimates 
are reasonable, actual results could differ from those estimates and could impact future financial 
performance and cash flows. 
 
The Company applies judgment in assessing the functional currency of each entity consolidated in these 
condensed consolidated interim financial statements. 
 
The Company applies judgment in assessing whether material uncertainties exist that would cast significant 
doubt as to whether the Company could continue as a going concern. 
 
 
 
 
 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Notes to the Condensed Consolidated Interim Financial Statements 

Three and Nine Months ended September 30, 2013 

(Unaudited – Prepared by Management) 

(Stated in Canadian dollars) 

Caza Gold Corp.               Page 9 

 
 

2. Basis of Presentation     (continued) 
 

(f) New accounting standards and recent pronouncements: 
 
The Company has reviewed new and amended accounting pronouncements that have been issued by the 
IASB but are not yet effective.  All of the new and revised standards described below may be early 
adopted. 
 
(i) IAS 27 Separate Financial Statements (2011) (“IAS 27”) 

 
This amended version of IAS 27 now only deals with the requirements for separate financial 
statements, which have been carried over largely unamended from IAS 27 Consolidated and 
Separate Financial Statements.  Requirements for consolidated financial statements are now 
contained in IFRS 10 Consolidated Financial Statements. 
 
The standard is applicable to annual reporting periods beginning on or after January 1, 2013.  If 
early-adopted, it must be adopted together with IFRS 10, IFRS 11, IFRS 12 and IAS 28 (2011). 
 

(ii) IAS 28 Investments in Associates and Joint Ventures (2011) (“IAS 28”) 
 
This standard supersedes IAS 28 Investments in Associates and prescribes the accounting for 
investments in associates and sets out the requirements for the application of the equity method 
when accounting for investments in associates and joint ventures. 
 
The standard defines “significant influence” and provides guidance on how the equity method of 
accounting is to be applied (including exemptions from applying the equity method in some 
cases).  It also prescribes how investments in associates and joint ventures should be tested for 
impairment. 
 
The standard is applicable to annual reporting periods beginning on or after January 1, 2013.  If 
early-adopted, it must be adopted together with IFRS 10, IFRS 11, IFRS 12 and IAS 27 (2011). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Notes to the Condensed Consolidated Interim Financial Statements 

Three and Nine Months ended September 30, 2013 

(Unaudited – Prepared by Management) 

(Stated in Canadian dollars) 
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2. Basis of Presentation     (continued) 
 

(f) New accounting standards and recent pronouncements:     (continued) 
 

(iii) IFRS 9 Financial Instruments (2009) (“IFRS 9 (2009)”) 
 

IFRS 9 (2009) introduces new requirements for classifying and measuring financial assets, as 
follows: 
 
 Debt instruments meeting both a “business model” test and a “cash flow characteristics” 

test are measured at amortized cost (the use of fair value is optional in some limited 
circumstances). 

 Investments in equity instruments can be designated as “fair value through other 
comprehensive income” with only dividends being recognized in profit or loss. 

 All other instruments (including all derivatives) are measured at fair value with changes 
recognized in the profit or loss. 

 The concept of “embedded derivatives” does not apply to financial assets within the 
scope of the standard and the entire instrument must be classified and measured in 
accordance with the above guidelines. 

 
For annual periods beginning on or after January 1, 2015, the Company must adopt IFRS 9 (2010). 

 
(iv) IFRS 9 Financial Instruments (2010) (“IFRS 9 (2010)”) 

 
A revised version of IFRS 9 (2010) incorporates revised requirements for the classification and 
measurement of financial liabilities, and carries over the existing de-recognition requirements 
from IAS 39 Financial Instruments: Recognition and Measurement. 
 
The revised financial liability provisions maintain the existing amortized cost measurement basis 
for most liabilities.  New requirements apply where an entity chooses to measure a liability at fair 
value through profit or loss – in these cases, the portion of the change in fair value related to 
changes in the entity's own credit risk is presented in other comprehensive income rather than 
within profit or loss. 
 
The standard applies to annual periods beginning on or after January 1, 2015.  This standard 
supersedes IFRS 9 (2009). 

 
 
 
 
 
 
 
 
 
 
 
 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Notes to the Condensed Consolidated Interim Financial Statements 

Three and Nine Months ended September 30, 2013 
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2. Basis of Presentation     (continued) 

 
(f) New accounting standards and recent pronouncements:     (continued) 

 
(v) IFRS 10 Consolidated Financial Statements (“IFRS 10”) 

 
The standard requires a parent to present consolidated financial statements as those of a single 
economic entity, replacing the requirements previously contained in IAS 27 Consolidated and 
Separate Financial Statements and SIC-12 Consolidation - Special Purpose Entities. 
 
The standard identifies the principles of control, determines how to identify whether an investor 
controls an investee and therefore must consolidate the investee, and sets out the principles for the 
preparation of consolidated financial statements. 
 
The standard introduces a single consolidation model for all entities based on control, irrespective 
of the nature of the investee (i.e., whether an entity is controlled through voting rights of investors 
or through other contractual arrangements as is common in “special purpose entities”).  Under 
IFRS 10, control is based on whether an investor has power over the investee, exposure, or rights, 
to variable returns from its involvement with the investee, and the ability to use its power over the 
investee to affect the amount of the returns. 
 
The standard is applicable to annual reporting periods beginning on or after January 1, 2013.  If 
early-adopted, it must be adopted together with IFRS 11, IFRS 12, IAS 27 (2011) and IAS 28 
(2011). 

 
(vi) IFRS 11 Joint Arrangements (“IFRS 11”) 

 
This standard replaces IAS 31 Interests in Joint Ventures, and requires a party to a joint 
arrangement to determine the type of joint arrangement in which it is involved by assessing its 
rights and obligations and then account for those rights and obligations in accordance with that 
type of joint arrangement. 
 
Joint arrangements are either joint operations or joint ventures: 
 
 A joint operation is a joint arrangement whereby the parties that have joint control of the 

arrangement (joint operators) have rights to the assets, and obligations for the liabilities, 
relating to the arrangement.  Joint operators recognize their assets, liabilities, revenue and 
expenses in relation to its interest in a joint operation (including their share of any such 
items arising jointly). 

 A joint venture is a joint arrangement whereby the parties that have joint control of the 
arrangement (joint venturers) have rights to the net assets of the arrangement.  A joint 
venturer applies the equity method of accounting for its investment in a joint venture in 
accordance with IAS 28 Investments in Associates and Joint Ventures (2011).  Unlike 
IAS 31, the use of “proportionate consolidation” to account for joint ventures is not 
permitted. 

 
The standard is applicable to annual reporting periods beginning on or after January 1, 2013.  If 
early-adopted, it must be adopted together with IFRS 10, IFRS 12, IAS 27 (2011) and IAS 28 
(2011). 
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2. Basis of Presentation     (continued) 
 

(f) New accounting standards and recent pronouncements:     (continued) 
 

(vii) IFRS 12 Disclosure of Interests in Other Entities (“IFRS 12”) 
 
The standard requires the extensive disclosure of information that enables users of financial 
statements to evaluate the nature of, and risks associated with, interests in other entities and the 
effects of those interests on its financial position, financial performance and cash flows. 
 
In high-level terms, the required disclosures are grouped into the following broad categories: 
 
 Significant judgments and assumptions - such as how control, joint control, significant 

influence has been determined. 
 Interests in subsidiaries - including details of the structure of the group, risks associated 

with structured entities, changes in control, and so on. 
 Interests in joint arrangements and associates - the nature, extent and financial effects 

of interests in joint arrangements and associates (including names, details and 
summarized financial information). 

 Interests in unconsolidated structured entities - information to allow an understanding 
of the nature and extent of interests in unconsolidated structured entities and to evaluate 
the nature of, and changes in, the risks associated with its interests in unconsolidated 
structured entities. 

 
IFRS 12 lists specific examples and additional disclosures which further expand upon each of 
these disclosure objectives, and includes other guidance on the extensive disclosures required. 
 
The standard is applicable to annual reporting periods beginning on or after January 1, 2013.  If 
early-adopted, it must be adopted together with IFRS 10, IFRS 11, IAS 27 (2011) and IAS 28 
(2011). 

 
(viii) IFRS 13 Fair Value Measurement (“IFRS 13”) 

 
The standard replaces the guidance on fair value measurement in existing IFRS accounting 
literature with a single standard. 
 
This IFRS defines fair value, provides guidance on how to determine fair value and requires 
disclosures about fair value measurements.  However, IFRS 13 does not change the requirements 
regarding which items should be measured or disclosed at fair value. 
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2. Basis of Presentation     (continued) 
 

(f) New accounting standards and recent pronouncements:     (continued) 
 

(viii) IFRS 13 Fair Value Measurement (“IFRS 13”)     (continued) 
 
IFRS 13 applies when another IFRS requires or permits fair value measurements or disclosures 
about fair value measurements (and measurements, such as fair value less costs to sell, based on 
fair value or disclosures about those measurements).  With some exceptions, the standard requires 
entities to classify these measurements into a “fair value hierarchy” based on the nature of the 
inputs: 
 
 Level 1 - quoted prices in active markets for identical assets or liabilities that the entity 

can access at the measurement date. 
 Level 2 - inputs other than quoted market prices included within Level 1 that are 

observable for the asset or liability, either directly or indirectly. 
 Level 3 - unobservable inputs for the asset or liability. 
 
Entities are required to make various disclosures depending upon the nature of the fair value 
measurement (e.g., whether it is recognized in the financial statements or merely disclosed) and 
the level in which it is classified. 
 
The standard is applicable to annual reporting periods beginning on or after January 1, 2013. 

 
(ix) Disclosures – Offsetting Financial Assets and Financial Liabilities (Amendments to IFRS 7: 

Financial Instruments:  Disclosures) 
 
This amends the disclosure requirements in IFRS 7 to require information about all recognized 
financial instruments that are set off in accordance with paragraph 42 of IAS 32 Financial 
Instruments:  Presentation. 
 
The amendments also require disclosure of information about recognized financial instruments 
subject to enforceable master netting arrangements and similar agreements even if they are not set 
off under IAS 32. 
 
The amendment is applicable to annual periods beginning on or after January 1, 2013. 
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2. Basis of Presentation     (continued) 
 

(f) New accounting standards and recent pronouncements:     (continued) 
 
(x) Offsetting Financial Assets and Financial Liabilities (Amendments to IAS 32) 

 
Amends IAS 32 to clarify certain aspects because of diversity in application of the requirements 
on offsetting, focused on four main areas: 
 
 the meaning of “currently has a legally enforceable right of set-off” 
 the application of simultaneous realization and settlement 
 the offsetting of collateral amounts 
 the unit of account for applying the offsetting requirements. 
 
The amendment is applicable to annual periods beginning on or after January 1, 2014. 
 

(xi) Annual Improvements 2009-2011 Cycle 
 
Makes amendments to the following standards: 
 
 IFRS 1 - Permit the repeated application of IFRS 1, borrowing costs on certain 

qualifying assets 
 IAS 1 – Clarification of the requirements of comparative information 
 IAS 16 – Classification of servicing equipment 
 IAS 32 – Clarify that tax effect of a distribution to holders of equity instruments should 

be accounted for in accordance with IAS 12 Income Taxes 
 IAS 34 – Clarify interim reporting of segment information for total assets in order to 

enhance consistency with the requirements in IFRS 8 Operating Segments 
 
The amendments are applicable to annual periods beginning on or after January 1, 2013. 
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2. Basis of Presentation     (continued) 
 

(f) New accounting standards and recent pronouncements:     (continued) 
 
(xii) Presentation of Items of Other Comprehensive Income (Amendments to IAS 1:  Presentation of 

Financial Statements) 
 
The amendments apply to IAS 1 to revise the way other comprehensive income is presented. 
 
The amendments: 
 
 Preserve the amendments made to IAS 1 in 2007 to require profit or loss and other 

comprehensive income to be presented together, i.e., either as a single “statement of 
profit or loss and comprehensive income”, or a separate “statement of profit or loss” and 
a “statement of comprehensive income” – rather than requiring a single continuous 
statement as was proposed in the exposure draft. 

 Require entities to group items presented in other comprehensive income based on 
whether they are potentially reclassifiable to profit or loss subsequently, i.e., those that 
might be reclassified and those that will not be reclassified. 

 Require tax associated with items presented before tax to be shown separately for each of 
the two groups of other comprehensive income items (without changing the option to 
present items of other comprehensive income either before tax or net of tax). 
 

The amendments are applicable to annual reporting periods beginning on or after July 1, 2012. 
 

(xiii) Consolidated Financial Statements, Joint Arrangements and Disclosures of Interest in Other 
Entities:  Transition Guidance 
 
Amends IFRS 10, IFRS 11, and IFRS 12 to provide additional transition relief by limiting the 
requirement to provide adjusted comparative information to only the preceding comparative 
period.  Also, amendments to IFRS 11 and IFRS 12 eliminate the requirement to provide 
comparative information for periods prior to the immediately preceding period. 
 
The amendment is applicable to annual periods beginning on or after January 1, 2013. 

 
 
The Company has not yet assessed the impact of these standards and amendments. 
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3. Significant Accounting Policies 
 

The accounting policies set out below have been applied consistently to all periods presented in these 
condensed consolidated interim financial statements. 

 
(a) Basis of consolidation: 

 
These condensed consolidated interim financial statements include the accounts of the Company and its 
wholly-owned subsidiaries, Minera Caza S.A. de C.V. (“Minera Caza”), Minera Canarc de Mexico S.A. de 
C.V. (“Minera Canarc”) and Nicaza S.A. 
 
All significant intercompany transactions and balances have been eliminated. 

 
(b) Financial instruments: 
 

(i) Financial assets: 
 
The Company classifies its financial assets in the following categories:  fair value through profit or 
loss (“FVTPL”), loans and receivables, held-to-maturity (“HTM”) and available-for-sale (“AFS”).  
The classification depends on the purpose for which the financial assets were acquired.  
Management determines the classification of financial assets at recognition. 
 
Financial assets at FVTPL 
 
Financial assets at FVTPL are initially recognized at fair value with changes in fair value recorded 
through profit or loss.  Cash is included in this category of financial assets. 
 
Loans and receivables 
 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that 
are not quoted in an active market.  They are classified as current assets or non-current assets 
based on their maturity dates.  Loans and receivables are carried at amortized cost less any 
impairment.  Loans and receivables comprise trade and other receivables. 
 
Held to maturity 
 
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.  HTM investments are initially recognized on their trade-date at fair value, and 
subsequently measured at amortized cost using the effective interest rate 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 consolidated statement of comprehensive loss.  The 
Company does not have any assets classified as HTM investments. 
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3. Significant Accounting Policies     (continued) 
 
(b) Financial instruments:     (continued) 

 
(i) Financial assets:     (continued) 

 
Available-for-sale financial assets 
 
AFS financial assets are non-derivatives that are either designated as available-for-sale or not 
classified in any of the other financial asset categories.  Changes in the fair value of AFS financial 
assets are recognized as other comprehensive income and classified as a component of equity.  
AFS financial assets include investments in equities of other entities. 
 
Management assesses the carrying value of AFS financial assets at each reporting date and any 
impairment charges are recognized in profit or loss.  When financial assets classified as AFS are 
sold, the accumulated fair value adjustments recognized in other comprehensive income are 
included in profit or loss. 
 

(ii) Financial liabilities: 
 
The Company classifies its financial liabilities in the following categories:  FVTPL, other 
financial liabilities, and derivative financial liabilities. 
 
Financial liabilities at FVTPL 
 
Financial liabilities at FVTPL are initially recognized at fair value with changes in fair value 
recorded through profit or loss.  The Company has no financial liabilities at FVTPL. 
 
Other financial liabilities 
 
Other financial liabilities are non-derivatives and are recognized initially at fair value, net of 
transaction costs, and are subsequently measured at amortized cost using the effective interest 
method.  Any difference between the amounts originally received, net of transaction costs, and the 
redemption value is recognized in profit or loss over the period to maturity using the effective 
interest method. 
 
Other financial liabilities are classified as current or non-current based on their maturity date.  
Financial liabilities include trade accounts payable and accrued liabilities. 
 
Derivative financial liabilities 
 
Derivative financial liabilities are initially recognized at their fair value on the date the derivative 
contract is entered into and are subsequently re-measured at their fair value at each reporting 
period with changes in the fair value recognized in profit or loss.  Derivative financial liabilities 
include warrants issued by a company denominated in a currency other than the Company’s 
functional currency. 
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3. Significant Accounting Policies     (continued) 
 
(b) Financial instruments:     (continued) 
 

(iii) Fair value hierarchy: 
 

The Company categorizes financial instruments measured at fair value at one of three levels 
according to the reliability of the inputs used to estimate fair values.  The fair value of financial 
assets and financial liabilities included in Level 1 are determined by reference to quoted prices in 
active markets for identical assets and liabilities.  Financial assets and liabilities in Level 2 are 
valued using inputs other than quoted prices for which all significant inputs are based on 
observable market data.  Level 3 valuations are based on inputs that are not based on observable 
market data. 

 
(iv) Impairment of financial assets: 
 

The Company assesses at each reporting date whether there is objective evidence that a financial 
asset or a group of financial assets is impaired.  An evaluation is made as to whether a decline in 
fair value is “significant” or “prolonged” based on indicators such as significant adverse changes 
in the market, economic or legal environment. 
 
Impairment losses on financial assets carried at amortized cost are reversed in subsequent periods 
if the amount of the loss decreases and the decrease can be related objectively to an event 
occurring after the impairment was recognized. 
 

(v) Derecognition of financial assets and liabilities: 
 
Financial assets are derecognized when the investments mature or are sold, and substantially all 
the risks and rewards of ownership have been transferred.  A financial liability is derecognized 
when the obligation under the liability is discharged, cancelled or expired.  Gains and losses on 
derecognition are recognized within other income and finance costs respectively. 

 
(c) Mineral property interests: 
 

The Company capitalizes all costs related to investments in mineral property interests on a property-by-
property basis.  Such costs include mineral property acquisition or staking costs and exploration and 
development expenditures, net of any recoveries.  Costs are deferred until such time as the extent of 
mineralization has been determined and mineral property interests are either developed or the Company’s 
mineral rights are allowed to lapse. 
 
All deferred mineral property expenditures are reviewed, on a property-by-property basis, to consider 
whether there are any conditions that may indicate impairment.  When the carrying value of a property 
exceeds its net recoverable amount that may be estimated by quantifiable evidence of an economic 
geological resource or reserve, joint venture expenditure commitments or the Company’s assessment of its 
ability to sell the property for an amount exceeding the deferred costs, provision is made for the impairment 
in value. 
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3. Significant Accounting Policies     (continued) 
 

(c) Mineral property interests:     (continued) 
 
The amounts shown for acquisition costs and deferred exploration expenditures represent costs incurred to 
date and do not necessarily reflect present or future values.  These costs will be depleted over the useful 
lives of the properties upon commencement of commercial production or written off if the property 
interests are abandoned or the claims are allowed to lapse. 
 
From time to time, the Company may acquire or dispose of a mineral property interest pursuant to the terms 
of a property option agreement.  As the property options are exercisable entirely at the discretion of the 
optionee, the amounts payable or receivable in the future are not recorded.  Property option payments are 
recorded as property costs or recoveries when the payments are made or received.  When the amount of 
recoveries exceeds the total amount of capitalized costs of the property, the amount in excess of costs is 
credited to profit or loss. 

 
(d) Equipment: 
 

Equipment is recorded at cost.  The Company calculates amortization using the declining balance method 
at rates varying from 10% to 30% annually. 
 

(e) Convertible instruments: 
 
The proceeds received on the issuance of the Company’s convertible debt are allocated into their liability 
and equity components.  The amount initially attributed to the debt component equals the discounted cash 
flows using a market rate of interest that would be payable on a similar debt instrument that does not 
include an option to convert.  Subsequently, the debt component is accounted for as a financial liability 
measured at amortized cost until extinguished on conversion or maturity of the debt.  The remainder of the 
proceeds is allocated to the conversion option and is recognised in the “Convertible debt option reserve” 
within shareholders’ equity. 
 
If the convertible debt has a conversion feature that permits only the Company to demand conversion, then 
there is no equity component, and instead a derivative asset is recognized and measured at fair value.  The 
allocation between the debt and derivative asset component is performed on a relative fair value basis.  The 
derivative asset is subsequently measured at fair value with changes in fair value recognized in profit and 
loss. 
 

(f) Proceeds on unit offerings: 
 
Proceeds received on the issuance of units, consisting of common shares and warrants, are first allocated to 
the fair value of the common shares with any residual value then allocated to warrants. 
 

(g) Non-monetary transactions: 
 

Common shares issued for consideration other than cash are valued at their fair value at the date of 
issuance. 
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3. Significant Accounting Policies     (continued) 
 
(h) Share-based payments: 
 

The Company has a stock option plan that is described in Note 9(c).  Share-based payments to employees 
are measured on the grant date using the Black-Scholes option pricing model and amortized over the 
vesting periods.  Share-based payments to non-employees are measured at the fair value of the goods or 
services received or the fair value of the equity instruments issued, if it is determined the fair value of the 
goods or services cannot be reliably measured, and are recorded at the date the goods or services are 
received.  The offset to the recorded cost is to the reserve for share-based payments.  Consideration 
received on the exercise of stock options is recorded as share capital and the related reserve for share-based 
payments is transferred to share capital.  Upon expiry, the recorded fair value is transferred from the 
reserve for share-based payments to deficit. 

 
(i) Environmental rehabilitation: 

 
The Company recognizes liabilities for statutory, contractual, constructive or legal obligations associated 
with the retirement of property, plant and equipment, when those obligations result from the acquisition, 
construction, development or normal operation of the assets.  The net present value of future rehabilitation 
cost estimates arising from the decommissioning of plant and other site preparation work is capitalized to 
mining assets along with a corresponding increase in the rehabilitation provision in the period incurred.  
Discount rates using a pre-tax rate that reflect the time value of money are used to calculate the net present 
value.  The rehabilitation asset is depreciated on the same basis as mining assets. 
 
The Company’s estimates of reclamation costs could change as a result of changes in regulatory 
requirements, discount rates and assumptions regarding the amount and timing of the future expenditures.  
These changes are recorded directly to mining assets with a corresponding entry to the rehabilitation 
provision.  The Company’s estimates are reviewed annually for changes in regulatory requirements, 
discount rates, effects of inflation and changes in estimates. 
 
Changes in the net present value, excluding changes in the Company’s estimates of reclamation costs, are 
charged to profit or loss for the period. 
 
The net present value of restoration costs arising from subsequent site damage that is incurred on an 
ongoing basis during production are charged to profit or loss in the period incurred. 
 
The costs of rehabilitation projects that were included in the rehabilitation provision are recorded against 
the provision as incurred.  The cost of ongoing current programs to prevent and control pollution is charged 
against profit and loss as incurred. 
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3. Significant Accounting Policies     (continued) 
 
(j) Loss per share: 
 

Basic loss per share is computed by dividing the loss for the period by the weighted average number of 
common shares outstanding during the period.  The treasury stock method is used to calculate diluted loss 
per common share amounts.  Under the treasury stock method, the weighted average number of common 
shares outstanding used for the calculation of the diluted per common share amount assumes that the 
proceeds to be received on the exercise of dilutive share options and warrants are used to repurchase 
common shares at the average market price during the period.  In the Company’s case, diluted loss per 
common share presented is the same as basic loss per common share as the effect of outstanding share 
options and warrants would be anti-dilutive. 
 

(k) Provisions: 
 
Provisions are recorded when a present legal or constructive obligation exists as a result of past events 
where it is probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation, and a reliable estimate of the amount of the obligation can be made. 
 
The amount recognized as a provision is the best estimate of the consideration required to settle the present 
obligation at the statement of financial position date, taking into account the risks and uncertainties 
surrounding the obligation.  Where a provision is measured using the cash flows estimated to settle the 
present obligation, its carrying amount is the present value of those cash flows.  When some or all of the 
economic benefits required to settle a provision are expected to be recovered from a third party, the 
receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the 
amount receivable can be measured reliably. 

 
 
4. Management of Capital 

 
The Company is an exploration stage company and its activities involve a high degree of risk.  The 
Company has not yet determined whether its mineral properties contain reserves and currently has not 
earned any revenues from its mineral property interests and does not generate cash flows from operations.  
The Company’s primary source of funds is from the issuance of debt and share capital. 
 
The Company defines its capital as share capital.  Capital requirements are driven by the Company’s 
exploration activities on its mineral property interests.  To effectively manage the Company’s capital 
requirements, the Company has a planning and budgeting process in place to ensure that adequate funds are 
available to meet its strategic goals.  The Company monitors actual expenses on all exploration projects and 
overhead to manage its costs, commitments and exploration activities. 
 
The Company has in the past invested its capital in liquid investments to obtain adequate returns.  The 
investment decision is based on cash management to ensure working capital is available to meet the 
Company’s short-term obligations while maximizing liquidity and returns of unused capital. 
 
Management reviews the capital availability and needs on a regular basis to ensure the above-noted 
objectives are met.  There have been no changes to the Company’s approach to capital management during 
the period. 
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4. Management of Capital     (continued) 
 
Although the Company has raised funds in the past from the issuance of debt and share capital, it is 
uncertain whether it would be able to continue this financing in the future.  The Company will continue to 
rely on debt and equity financings to meet its commitments as they become due, to continue exploration 
work on its mineral property interests, and to meet its administrative overhead costs for the coming periods. 
 
As at September 30, 2013, the Company was not subject to any externally imposed capital requirements. 
 
 

5. Financial Instruments and Management of Financial Risk 
 
The Company has classified its cash and derivative asset component of convertible debt (if any) as FVTPL;  
receivables as loans and receivables;  and accounts payable and accrued liabilities as other financial 
liabilities. 
 
The fair values of the Company’s receivables and accounts payable and accrued liabilities approximate 
their carrying values due to the short terms to maturity.  Cash is measured at fair value using Level 1 
inputs.  The derivative asset component of the Company’s convertible promissory notes is measured using 
Level 3 inputs. 
 
The Company is exposed in varying degrees to a variety of financial instrument related risks, including 
credit risk, liquidity risk, and market risk which includes foreign currency risk, interest rate risk and other 
price risk.  The types of risk exposure and the way in which such exposure is managed are provided as 
follows. 
 

(a) Credit risk: 
 
Credit risk is the risk of potential loss to the Company if the counterparty to a financial instrument fails to 
meet its contractual obligations. 
 
The Company's credit risk is primarily attributable to its cash.  The Company limits exposure to credit risk 
on liquid financial assets through maintaining its cash with high-credit quality Canadian financial 
institutions.  Non-contractual taxes receivables from government agencies are not considered financial 
instruments. 
 

(b) 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 ensures that there is sufficient capital in order to meet short-term business requirements, 
after taking into account the Company's holdings of cash and its ability to raise equity financings.  The 
Company will require significant additional debt and equity funding to meet its short-term liabilities and 
administrative overhead costs, and to maintain its mineral property interests in 2013. 
 
Accounts payable and accrued liabilities are due in less than 90 days. 
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5. Financial Instruments and Management of Financial Risk     (continued) 
 

(c) Market risk: 
 
The significant market risk exposures to which the Company is exposed are foreign currency risk, interest 
rate risk and other price risk. 
 
(i) Foreign currency risk: 

 
The Company’s mineral property interests are in Mexico and Nicaragua, and a portion of its 
operations are in Mexico, resulting in expenditures subject to foreign currency fluctuations.  
Fluctuations in the Mexican peso would impact the losses of the Company and the values of its 
assets and liabilities as the Company’s functional and presentation currency is the Canadian dollar.  
The Canadian dollar fluctuates and floats with the Mexican peso. 
 
At September 30, 2013, the Company is exposed to currency risk for its Canadian dollar 
equivalent of financial assets and liabilities denominated in currencies other than Canadian dollars 
as follows: 
 

Held in Mexican Pesos
(stated in Canadian dollars)

Cash 28,174$         
Receivables and prepaids 41,982           
Accounts payable and accrued liabilities (549,023)        

Net financial assets (liabilities) (478,867)$      

 
 
Based upon the above net exposure as at September 30, 2013 and assuming all other variables 
remain constant, a 10% depreciation or appreciation of the Canadian dollar relative to the Mexican 
peso could result in a decrease/increase of $47,887 in the Company’s net losses. 
 
The Company has not entered into any agreements or purchased any instruments to hedge possible 
currency risks at this time. 
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5. Financial Instruments and Management of Financial Risk     (continued) 
 

(c) Market risk:     (continued) 
 

(ii) Interest rate risk: 
 
In respect of financial assets, the Company's policy is to invest excess cash at floating rates of 
interest in cash equivalents, in order to maintain liquidity, while achieving a satisfactory return.  
Fluctuations in interest rates impact on the value of cash equivalents. 
 
At December 31, 2012, the Company had an investment of $200,000 in a guaranteed investment 
certificate which bears interest at a 1.95% discount from the prime rate of 3% and which is 
redeemable at any time.  At September 30, 2013, the Company had no investment in any 
guaranteed investment certificate.  In October 2013, the Company invested $168,700 in a 
guaranteed investment certificate which bears interest at a 1.85% discount from the prime rate of 
3% and which is redeemable at any time, and in November 2013, $7,000 was redeemed. 
 

(iii) Other price risk: 
 

Other price risk is the risk that the value of a financial instrument will fluctuate as a result of 
changes in market prices. 

 
The Company does not have any financial instruments which fluctuate with market prices. 
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6. Mineral Property Interests 
 

Nine Months ended September 30, 2013

Mexico Nicaragua

Santiago El Los
Moris Fraction Relampago Oaxaca Tecolote Andes Other Total

Acquisition Costs:

Balance, December 31, 2012 103,428$        29,977$          111,204$        59,685$          52,058$          753,723$            -$                        1,110,075$        
Option payment -                      -                      -                      22,992            -                      -                          -                          22,992               

Balance, September 30, 2013 103,428          29,977            111,204          82,677            52,058            753,723              -                          1,133,067          

Deferred Exploration Expenditures:

Balance, December 31, 2012 1,688,631       15,912            3,916              32,633            18,535            3,774,905           37,559                5,572,091          

Advances -                      -                      -                      -                      -                      5,066                  -                          5,066                 

Assays and sampling -                      -                      -                      -                      -                      430                     975                     1,405                 

Camp and field supplies -                      -                      -                      -                      -                      6,953                  -                          6,953                 

Community and social -                      -                      -                      -                      -                      788                     -                          788                    

Equipment and systems -                      -                      -                      -                      -                      1,547                  -                          1,547                 

Environmental -                      -                      -                      -                      -                      11,512                -                          11,512               

Geology -                      -                      -                      -                      -                      12,939                -                          12,939               

Salaries and remuneration 35,431            -                      -                      -                      -                      137,128              -                          172,559             

Sundry 1,968              -                      -                      -                      -                      29,007                -                          30,975               

Surface taxes 89,440            -                      705                 9,762              3,240              41,875                56,371                201,393             
Transportation and travel 1,552              -                      -                      -                      -                      23,871                -                          25,423               

Balance, September 30, 2013 1,817,022       15,912            4,621              42,395            21,775            4,046,021           94,905                6,042,651          

Mineral Property Interests:

December 31, 2012 1,792,059$     45,889$          115,120$        92,318$          70,593$          4,528,628$         37,559$              6,682,166$        
September 30, 2013 1,920,450$     45,889$          115,825$        125,072$        73,833$          4,799,744$         94,905$              7,175,718$        
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6. Mineral Property Interests     (continued) 
 

Year ended December 31, 2012

Mexico Nicaragua

Santiago El Los
Moris Fraction Relampago Oaxaca Tecolote Andes Other Total

Acquisition Costs:

Balance, December 31, 2011 103,428$        29,977$          81,033$          30,946$          52,058$          589,998$            -$                        887,440$           
Option payment -                      -                      30,171            28,739            -                      163,725              -                          222,635             

Balance, December 31, 2012 103,428          29,977            111,204          59,685            52,058            753,723              -                          1,110,075          

Deferred Exploration Expenditures:

Balance, December 31, 2011 1,361,570       15,527            2,903              23,126            6,985              1,413,809           -                          2,823,920          

Advances -                      -                      -                      -                      -                      (45,024)               -                          (45,024)             

Aerial photos and mapping 5,918              -                      -                      511                 -                      52,107                1,203                  59,739               

Assays and surveys -                      -                      -                      -                      -                      199,493              36,356                235,849             

Camp and field supplies 14,102            385                 385                 385                 385                 429,033              -                          444,675             

Community and social -                      -                      -                      -                      -                      162,625              -                          162,625             

Drilling -                      -                      -                      -                      -                      238,750              -                          238,750             

Equipment and systems 532                 -                      -                      -                      -                      8,527                  -                          9,059                 

Environmental -                      -                      -                      -                      -                      39,923                -                          39,923               

Geology 15,607            -                      -                      -                      -                      307,098              -                          322,705             

Local labour 32,328            -                      -                      -                      -                      -                          -                          32,328               

Roads and drill pads -                      -                      -                      -                      -                      37,867                -                          37,867               

Salaries and remuneration 160,709          -                      -                      -                      -                      455,975              -                          616,684             

Sundry 13,397            -                      -                      -                      -                      133,142              -                          146,539             

Surface taxes 51,221            -                      628                 8,611              11,165            60,363                -                          131,988             
Transportation and travel 33,247            -                      -                      -                      -                      281,217              -                          314,464             

Balance, December 31, 2012 1,688,631       15,912            3,916              32,633            18,535            3,774,905           37,559                5,572,091          

Mineral Property Interests:
December 31, 2012 1,792,059$     45,889$          115,120$        92,318$          70,593$          4,528,628$         37,559$              6,682,166$        
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6. Mineral Property Interests     (continued) 
 
(a) Moris and Santiago Fraction, El Relampago, Oaxaca and Tecolote (Mexico): 

 
(i) Moris and Santiago Fraction: 

 
On September 24, 2009, the Company entered into a mineral properties sale and purchase 
agreement with Exmin Resources Inc. (“Exmin”).  The Company acquired a 100% interest in the 
Moris and Santiago Fraction properties from Exmin for 400,000 common shares of the Company 
which were issued with a value of $0.25 per share.  Exmin retains a 1% NSR which is capped at 
US$1 million for the Moris properties and US$0.5 million for the Santiago Fraction property. 
 
Underlying the mineral properties sale and purchase agreement with Exmin are option to purchase 
agreements for the El Relampago, Oaxaca and Tecolote properties. 
 

(ii) El Relampago: 
 
On November 17, 2009, the Company amended the property option to purchase agreement for the 
El Relampago concession, in which the Company can earn a 100% interest by making cash 
payments of US$105,000 over a 3 year period.  Final cash payments of US$30,000 were paid in 
2012 (2011 - US$30,000) in which the Company earned a 100% interest in the property. 
 

(iii) Oaxaca: 
 

On November 17, 2009, the Company amended the option to purchase agreement for the Oaxaca 
property concessions, in which the Company can earn a 100% interest by making cash payments 
of US$786,000 over a 5 year period. 
 
On December 5, 2012, the Company amended the property option agreement whereby the 
Company can earn a 100% interest by making cash payments of US$830,000 from December 
2012 to January 2015. 
 
Cash property option commitments of US$22,500 were incurred of which US$10,000 were paid 
during the nine months ended September 30, 2013 (2012 - US$29,000 incurred and paid).  As at 
September 30, 2013, the Company accrued US$12,500 (December 31, 2012 - $Nil) in outstanding 
property option payments. 

 
(iv) Tecolote: 
 

In 2010, the Company earned a 100% interest in the Tecolote property by making total cash 
payments of US$50,000. 
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6. Mineral Property Interests     (continued) 
 
(b) (i) Los Andes property (Nicaragua): 

 
In December 2010, as amended in January 2011, the Company entered into a property option 
agreement with Inversiones Ecologicas S.A. (“Inecosa”) to acquire a 100% interest in the Los 
Andes property by making US$1.17 million in cash payments, issuing 1.5 million common shares 
and spending US$2.97 million on exploration over a 4 year period.  The Company also agreed to 
issue 150,000 common shares for the staking of additional properties to Inecosa in January 2011, 
and thereafter the Company shall issue that number of common shares equal to 1.6 multiplied by 
the number of hectares staked in the area of mutual interest as defined, subject to regulatory 
approvals.  Inecosa retains a 2% NSR, and the Company has the right to reduce the NSR to 1% by 
paying US$1 million and to acquire the remaining 1% NSR by paying an additional US$2 million. 
 
In December 2011, the Company paid US$100,000, and at December 31, 2011 the Company 
recognized an obligation to issue 631,645 common shares, which were issuable for the Los Andes 
property and the staking of additional properties, at a value of $0.24 per common share which 
were issued on January 17, 2012.  In December 2012, the Company paid US$125,000 and issued 
533,439 common shares at a value of $0.075 per share to Inecosa. 
 
In April 2012, a shareholder of Inecosa became a senior officer of the Company (Note 10). 

 
(ii) Other properties (Nicaragua): 

 
In June 2013, the Company entered into a letter agreement with B2Gold Corp. (“B2Gold”) 
whereby B2Gold can earn an initial 60% interest in the Company’s Piedra Iman copper-gold 
exploration project by spending US$2.5 million on exploration over 4 years.  B2Gold can earn up 
to a 75% interest by financing and completing a technical report and feasibility study on the 
project. 
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6. Mineral Property Interests     (continued) 
 
(c) Mineral property commitments: 
 

As at September 30, 2013, to maintain the Company’s interest and to fully exercise the options under 
various property agreements covering its properties, the Company must incur exploration expenditures on 
the properties and/or make payments in the form of cash and/or shares to the optionors as follows: 
 

Option Monthly Option Expenditure Number of
Payments Payments Commitments Shares

(US dollars) (US dollars) (US dollars)
Oaxaca (Note 6(a)(iii)):

October 2013 to December 2014 (1)
-$                      2,500$            -$                       -                      

January 2015 750,000             -                      -                         -                      

Los Andes (Notes 6(b)(i) and 10):
December 15, 2013 300,000             -                      -                         300,000          
December 15, 2014 600,000             -                      -                         300,000          

1,650,000$        2,500$            -$                       600,000          

 
 
(1) As at September 30, 2013, the Company accrued US$12,500 in outstanding property option 

payments. 
 
These amounts may be reduced in the future as the Company determines which mineral property interests 
to continue to explore and which to abandon. 

 
(d) Title to mineral property interests: 
 

The Company has investigated rights of ownership of all of its mineral properties/concessions and, to the 
best of its knowledge, all agreements relating to such ownership rights are in good standing.  However, all 
properties/concessions may be subject to prior claims, agreements or transfers, and rights of ownership may 
be affected by undetected defects. 

 
(e) Realization of assets: 

 
The Company’s investment in and expenditures on its mineral property interests comprise a significant 
portion of the Company’s assets.  Realization of the Company’s investment in these assets is dependent on 
establishing legal ownership of the properties, on the attainment of successful commercial production or 
from the proceeds of their disposal.  The recoverability of the amounts shown for mineral property interests 
is dependent upon the existence of reserves, the ability of the Company to obtain necessary financing to 
complete the development of the properties, and upon future profitable production or proceeds from the 
disposition thereof. 
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6. Mineral Property Interests     (continued) 
 
(f) Environmental matters: 
 

The Company is subject to the laws and regulations relating to environmental matters in all jurisdictions in 
which it operates, including provisions relating to property reclamation, discharge of hazardous materials 
and other matters.  The Company may also be held liable should environmental problems be discovered 
that were caused by former owners and operators of its properties and properties in which it has previously 
had an interest.  The Company conducts its mineral exploration activities in compliance with applicable 
environmental protection legislation.  The Company is not aware of any existing environmental problems 
related to any of its current or former mineral property interests that may result in material liability to the 
Company. 
 
Environmental legislation is becoming increasingly stringent and costs and expenses of regulatory 
compliance are increasing.  The impact of new and future environmental legislation of the Company’s 
operation may cause additional expenses and restrictions. 
 
If the restrictions adversely affect the scope of exploration and development on the mineral properties, the 
potential for production on the property may be diminished or negated. 

 
 
7. Equipment 
 

Office Field
Equipment Equipment Total

Cost:
Balance, December 31, 2011 16,876$               50,959$            67,835$               
Add:   Acquisitions 5,028                  -                       5,028                   
Balance, December 31, 2012 21,904                  50,959              72,863                  
Less:  Dispositions (1,534)                 (45,444)            (46,978)                
Balance, September 30, 2013 20,370                  5,515                25,885                  

Accumulated amortization:
Balance, December 31, 2011 3,993                  8,863               12,856                 
Add:  Amortization 5,188                  12,645             17,833                 
Balance, December 31, 2012 9,181                    21,508              30,689                  
Add:   Amortization 3,634                  4,391               8,025                   
Less:  Dispositions (650)                    (22,178)            (22,828)                
Balance, September 30, 2013 12,165                  3,721                    15,886                  

Net book value:

Balance, December 31, 2012 12,723$                29,451$                42,174$                

Balance, September 30, 2013 8,205$                  1,794$                  9,999$                  
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8. Loans 
 
(a) Promissory Note: 

 
In July 2013, the Company entered into a loan agreement with Polygon Mining Opportunity Master Fund 
(“Polygon”) for $200,000 which bears an interest rate of 12% per annum, compounded and payable 
quarterly.  The loan and any accrued interest is repayable upon the earlier of January 22, 2015 or written 
demand for repayment after November 19, 2013.  The Company has the option for early repayment 
whereby a minimum of 12 months interest compounded quarterly must be paid if the early repayment is 
made on or before July 22, 2014 and a minimum of 18 months interest compounded quarterly if early 
repayment after July 22, 2014 and prior to January 22, 2015.  In connection with the loan, Polygon was 
granted a security interest in the Company’s present and after-acquired personal property as well as a 
negative pledge over all of the Company’s assets.  As at September 30, 2013, interest of $4,603 has been 
accrued.  In October 2013, interest of $6,049 has been paid. 

 
(b) Convertible Promissory Notes: 

 
In August 2013, the Company arranged convertible promissory notes for $121,058 of which $35,000 are 
from certain directors.  The convertible notes bear an interest rate of 12% per annum compounded annually 
and payable every second quarter, and mature February 7, 2015.  The Company may repay any portion of 
the convertible promissory note at any time without notice, bonus or penalty.  The principal and accrued 
interest can be converted, at the sole option of the Company, into units of the Company with the principal 
at $0.05 per unit and accrued interest at market price per unit.  Each unit is comprised of one common share 
and one common share purchase warrant;  each warrant is exercisable to acquire one common share at 
$0.10 per share until August 7, 2016.  A finder’s fee of $4,000 was paid on the debt financing. 
 
As the convertible promissory notes are compound financial instruments which are convertible at the 
Company’s sole discretion into common shares, the instrument contains both a liability and a derivative 
asset.  Management estimates the fair value of the derivative asset to be minimal on issuance due to the use 
of market interest rates and a conversion price close to the trading value of the Company’s shares.  The 
liability, net of issue costs, is accreted using the effective interest rate method over the term of the 
convertible promissory notes. 
 

Face Value of
Convertible Liability

Promissory Notes Component

Balance, December 31, 2012 -$                              -$                          
Add:

Convertible promissory notes 121,058                   121,058                 
Interest or accretion 2,144                       3,048                     

Less:
Issue costs (11,334)                    (11,334)                  
Unrealized foreign exchange -                               (308)                       

Balance, September 30, 2013 111,868$                   112,464$                   
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9. Share Capital 
 
(a) Authorized: 
 

The authorized share capital of the Company is comprised of an unlimited number of common shares 
without par value. 
 

(b) Issued: 
 

(i) In August 2013, the Company arranged convertible promissory notes for $121,058 (Note 8(b)). 
 

(ii) On January 17, 2012, the Company issued 631,645 common shares, which were issuable for the 
Los Andes property and the staking of additional properties, at a value of $0.24 per common share 
(Notes 6(b)(i) and 10). 
 
On December 28, 2012, the Company closed a private placement for 2,285,000 units at $0.10 per 
unit for gross proceeds of $228,500 of which $25,000 was on a delivery against payment basis in 
which funds were received in January 2013.  Each unit was comprised of one common share and 
one-half of a whole common share purchase warrant;  each full common share purchase warrant is 
exercisable to acquire one common share at $0.20 until December 28, 2014.  Finder’s fee of 
$7,000 was paid. 
 
On December 31, 2012, the Company issued 533,439 common shares, which were issuable for the 
Los Andes property and the staking of additional properties, at a value of $0.075 per common 
share (Notes 6(b)(i) and 10). 

 
(iii) Pursuant to the escrow agreement dated October 19, 2010, 1,912,727 shares of the Company were 

held in escrow (the “Escrowed Shares”) at that time.  The Escrowed Shares were subject to be 
released under the following schedule: 
 

November 22, 2010 1/4 of the Escrow Shares 
May 22, 2011 1/3 of the remaining Escrow Shares 
November 22, 2011 1/2 of the remaining Escrow Shares 
May 22, 2012 the remaining Escrow Shares 

 
As at December 31, 2012 and September 30, 2013, there were no common shares held in escrow. 

 
(c) Stock option plan: 

 
The Company has a stock option plan that allows it to grant stock options to its directors, officers, 
employees and consultants, provided that the aggregate number of stock options granted shall not at any 
time exceed 10% of the total number of issued and outstanding common shares of the Company.  The 
exercise price of each stock option shall be based on the market price of the Company’s shares as traded on 
the TSX Venture Exchange at the time of grant.  Stock options have a maximum term of ten years and 
terminate 30 days following the termination of the optionee’s employment, except in the case of death, in 
which case they terminate one year after the event.  Vesting of stock options is made at the discretion of the 
Board at the time the stock options are granted. 
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9. Share Capital     (continued) 
 

(c) Stock option plan:     (continued) 
 
The continuity of stock options for the nine months ended September 30, 2013 is as follows: 
 

Weighted
average

Number exercise
of Shares price

Outstanding balance, beginning of period 5,300,400            $0.34
Expired (138,500)              $0.29
Forfeited (44,000)                $0.27

Outstanding balance, end of period 5,117,900            $0.34

Exercise price range $0.26 - $0.42

September 30, 2013

 
 
The following table summarizes information about stock options exercisable and outstanding at September 
30, 2013: 

 

Options Outstanding Options Exercisable

Weighted Weighted
Average Weighted Average Weighted

Number Remaining Average Number Remaining Average
Exercise Outstanding at Contractual Life Exercise Exercisable at Contractual Life Exercise
Prices Sept 30, 2013 (Number of Years) Prices Sept 30, 2013 (Number of Years) Prices

$0.35 2,370,000 2.14 $0.35 2,370,000 2.14 $0.35
$0.42 187,900 2.17 $0.42 187,900 2.17 $0.42

$0.375 1,575,000 2.73 $0.375 1,575,000 2.73 $0.375
$0.30 30,000 3.30 $0.30 24,000 3.30 $0.30
$0.26 955,000 3.58 $0.26 573,000 3.58 $0.26

5,117,900 2.60 $0.34 4,729,900 2.52 $0.35
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9. Share Capital     (continued) 
 
(c) Stock option plan:     (continued) 

 
During the nine months ended September 30, 2013, the Company recognized share-based payments of 
$51,260 (September 30, 2012 - $280,876) based on the fair value of stock options that were earned by the 
provision of services during the period.  Share-based payments are segregated between directors and 
officers, employees and consultants as follows: 
 

September 30
2013 2012

Directors (excludes directors who are officers) 16,696$         81,024$         
Officers (includes directors who are officers) 43,362           144,794         
Employees 2,488             52,124           
Consultants (11,286)          2,934             

51,260$         280,876$       

 
 
The weighted average fair value of stock options granted and the weighted average assumptions used to 
calculate share-based payments for stock option grants are estimated using the Black-Scholes option 
pricing model as follows: 

 

September 30
2013 2012

Number of stock options granted -                        1,132,500         
Fair value of stock options granted n/a $0.19

Market price of shares on grant date n/a $0.25
Pre-vest forfeiture rate n/a 8.19%
Risk-free interest rate n/a 1.51%
Expected dividend yield n/a 0%
Expected stock price volatility n/a 115.72%
Expected option life in years n/a 4                       

 
 

Expected stock price volatility is based on the historical price volatility of the Company’s common shares. 
 
On January 17, 2012, the Company granted stock options to employees to purchase 60,000 common shares 
at an exercise price of $0.30 and an expiry date of January 17, 2017.  These stock options are subject to 
vesting provisions in which 20% of the stock options vest on the grant date and 20% vest every six months 
thereafter. 
 
 



CAZA  GOLD  CORP. 
(An Exploration Stage Company) 

Notes to the Condensed Consolidated Interim Financial Statements 

Three and Nine Months ended September 30, 2013 

(Unaudited – Prepared by Management) 

(Stated in Canadian dollars) 

Caza Gold Corp.               Page 35 

 
9. Share Capital     (continued) 
 
(c) Stock option plan:     (continued) 

 
On April 10, 2012, the Company granted stock options to an employee to purchase 100,000 common shares 
at an exercise price of $0.26 and an expiry date of April 10, 2015.  These stock options are subject to 
vesting provisions in which 25% of the stock options vest three months from the grant date and 25% vest 
every three months thereafter. 
 
On April 30, 2012, the Company granted stock options to directors, officers, employees and consultants to 
purchase 972,500 common shares at an exercise price of $0.26 and an expiry date of April 30, 2017.  These 
stock options are subject to vesting provisions in which 20% of the stock options vest on the grant date and 
20% vest every six months thereafter. 

 
(d) Warrants: 
 

At September 30, 2013, the Company had outstanding warrants as follows: 
 

Exercise Outstanding at Outstanding at
Prices Expiry Dates December 31, 2012 Issued Exercised Expired September 30, 2013

$0.20 December 28, 2014 1,142,500                      -                        -                        -                        1,142,500                       

1,142,500                      -                        -                        -                        1,142,500                       

 
(e) Common shares reserved for issuance at September 30, 2013: 
 

September 30, 2013

Stock options (Note 9(c)) 5,117,900           
Warrants (Note 9(d)) 1,142,500           

Common shares reserved for issuance 6,260,400           
 

 
(f) Shareholder rights plan: 
 

On June 12, 2012, the shareholders of the Company approved a shareholder rights plan (the “Plan”).  The 
Plan is intended to ensure that any entity seeking to acquire control of the Company makes an offer that 
represents fair value to all shareholders and provides the board of directors with sufficient time to assess 
and evaluate the offer, to permit competing bids to emerge, and, as appropriate, to explore and develop 
alternatives to maximize value for shareholders.  Under the Plan, each shareholder at the time of the Plan’s 
adoption was issued one Right for each common share of the Company held.  Each Right entitles the 
registered holder thereof, except for certain “Acquiring Persons” (as defined in the Plan), to purchase from 
treasury one common share at a 50% discount to the prevailing market price, subject to certain adjustments 
intended to prevent dilution.  The Rights are exercisable after the occurrence of specified events set out in 
the Plan generally related to when a person, together with affiliated or associated persons, acquires, or 
makes a take-over bid to acquire, beneficial ownership of 20% or more of the outstanding common shares 
of the Company.  The Rights expire in 2015. 
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10. Related Party Transactions 

 
Key management includes directors (executive and non-executive) and senior management.  The 
compensation paid or payable to key management for employee services is disclosed in the table below. 
 
Except as disclosed elsewhere in the condensed consolidated interim financial statements, the Company 
had the following transactions with related parties: 

 

Net balance receivable (payable)

Nine months ended September 30, September 30, December 31,

2013 2012 2013 2012

Key management compensation:

Executive salaries and remuneration (1) 312,096$             326,146$            (321,971)$         (41,310)$           

Directors fees (2) 30,000                 10,000                (50,000)             (20,000)             
Share-based payments 60,058                 200,351              -                        -                        

402,154$             536,497$            (371,971)$         (61,310)$           

Mineral property expenditures incurred to Inecosa (3):

Exploration expenditures incurred 173,545$             651,549$            5,066$              (29,185)$           

Legal fees incurred to a law firm in which a 

director of the Company is a partner (4)
87,059$               51,849$              (114,527)$         (22,079)$           

Net office, sundry, rent and salary 
allocations recovered from (incurred to) 
company(s) sharing certain common 
director(s) (115,484)$           (129,453)$           (151,786)$         (14,262)$           

 
(1) Includes key management compensation which is included in mineral property interests and 

property investigation. 
 

(2) Directors’ fees are accrued. 
 

(3) A shareholder of Inecosa became a senior officer of the Company in April 2012.  Exploration 
expenditures include those related to mineral property interests and property investigations.  
(Notes 6(b), 9(b)(i) and 11). 

 
(4) Includes legal fees which are included in financing costs for convertible promissory notes and 

share issuance expenses. 
 

The above transactions are incurred in the normal course of business. 
 

In August 2013, the Company arranged convertible promissory notes for $121,058 of which $35,000 are 
from certain directors (Note 8(b)). 
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10. Related Party Transactions     (continued) 
 

In July 2013, the Company entered into a loan agreement for $200,000 with Polygon (Note 8(a)).  In 
October 2013, the Company entered into the IA with Polygon under which Polygon agreed to provide the 
Company with an equity investment of $2.5 million, representing 51.2% of the common shares of the 
Company on a post-consolidation, non-diluted basis (Note 13).  The consummation of the IA is subject to 
satisfaction of a number of conditions precedent including shareholder and regulatory approvals.  Upon 
consummation of the IA, Polygon will become a related party of the Corporation. 

 
 
11. Property Investigation 
 

Three Months ended September 30, Nine Months ended September 30,

2013 2012 2013 2012

Property Investigation:
Assays -$                      11,832$            -$                      51,598$            
Employee and management 
remuneration 144,611            67,722              317,206            332,783            
Field supplies -                        3,532                986                   20,755              
Geologists -                        32,680              -                        119,653            
Local labour -                        610                   -                        12,094              
Mapping and surveys 1,261                4,542                2,842                24,441              
Office and sundry 1,518                3,508                5,682                12,531              
Transportation and travel -                        21,444              7,987                60,668              

147,390$          145,870$          334,703$          634,523$          

 
 
 
12. Segment Disclosures 

 
The Company has one operating segment, being mineral exploration, with assets located in Canada, 
Mexico and Nicaragua, as follows: 
 

September 30, 2013 December 31, 2012
Canada Mexico Nicaragua Total Canada Mexico Nicaragua Total

Mineral property 
interests

-$              2,281,069$ 4,894,649$ 7,175,718$ -$              2,115,979$ 4,566,187$ 6,682,166$ 

Equipment 3,007        6,992          -                  9,999          3,881        38,293        -                  42,174        
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13. Investment Agreement 
 

In October 2013, the Company entered into an Investment Agreement (the “IA”) with Polygon, the 
consummation of which is subject to satisfaction of a number of conditions precedent including shareholder 
and regulatory approvals.  Under the terms of the IA, Polygon has agreed to invest $2.5 million to acquire 
51.2% of the common shares of the Company on a post-consolidation basis.  A special general meeting of 
shareholders (the “SGM”) will be held to approve the investment and the creation of a new control person, to 
seek shareholder approval for a 3:1 share consolidation, and to approve the appointment of two nominees of 
Polygon to the Board of Directors of the Company.  The proceeds of the investment will be used to fund 
further exploration on the Company’s Los Andes high-sulfidation gold project in Nicaragua (in a manner 
approved by Polygon) and for working capital. 
 
The material terms of the IA include the following terms and conditions: 
 
 Polygon has agreed to purchase, on a post-consolidation basis, 20,833,333 units of the Company at 

$0.12 per unit for total gross proceeds of $2.5 million (the “Investment”).  Each unit will consist of one 
common share and one share purchase warrant exercisable for three years at $0.24 per share.  Polygon 
currently owns 1,527,500 common shares of the Company (2.6% of the current and outstanding share 
capital of the Company) and 500,000 warrants exercisable to purchase 500,000 common shares of the 
Company at a price of $0.20 per share for a period ending December 28, 2014.  Upon completion of 
the Investment, Polygon will own, on a post-consolidation basis, 52.5% of the issued and outstanding 
common shares of the Company on a non-diluted basis.  Upon the exercise of all of its warrants, 
Polygon would own, on a partially diluted basis, 68.7% of the issued and outstanding common shares 
of the Company; 

 
 The Company will seek at the SGM, shareholder approval by way of special resolution, to a 3:1 share 

consolidation; 
 
 The Company will seek at the SGM, by disinterested ordinary shareholder resolution, approval of the 

Investment and the resulting creation of a new Control Person based on the post-consolidation share 
and warrant holdings of Polygon.  Polygon, as an interested party, will not vote any shares that it may 
own or control as of the record date for the proposed meeting on this shareholder resolution; 

 
 The Company will also seek at the SGM, shareholder approval by way of an ordinary resolution to 

increase the number of directors to seven and to elect two nominees of Polygon.  Polygon shall have 
the right to maintain two nominations for election to the Board of Directors at all shareholder meetings 
at which directors are elected provided that its proportional interest in the Company is equal to or 
greater than 20% (the right drops to one nomination should Polygon’s proportional interest in the 
Company be equal to or greater than 10% and less than 20%); 

 
 As a condition precedent to closing, the Company shall have provided waivers from its officers with 

respect to change of control payments; 
 
 Polygon shall retain participation rights in any future security offering of the Company that will allow 

it to maintain its proportionate interest in the Company.  Such rights shall not apply to current 
warrants, or any stock options issued under a 10% stock option plan; 
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13. Investment Agreement     (continued) 
 

 Polygon will have certain rights regarding future material business decisions of the Company, which 
decisions will require either its prior approval, or a duty of prior consultation by the Company; 

 
 The Company must pay a break fee of $200,000 to Polygon in the event the IA or the transaction set 

out above does not complete due to, in addition to other events, shareholders not approving the 
transaction following a bona fide third party acquisition proposal being announced or a material 
adverse change in the Company caused by a breach of the IA by the Company and must, in addition, 
whether or not the transaction is completed, reimburse Polygon for expenses incurred in connection 
with the transaction, up to a maximum of $100,000;  and 

 
 The IA is subject to TSX Venture Exchange approval. 
 
Consummation of the Investment is subject to a number of customary conditions of closing, including that 
no material adverse change with respect to the Company shall have occurred and that the Company’s 
representations and warranties made under the IA shall continue to be accurate at closing. 
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