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NOTICE OF NO AUDITORS’ REVIEW OF 

CONDENSED INTERIM FINANCIAL STATEMENTS 

 
 

Under National Instrument 51-102, Part 4, subsection 4.3 (3) (a), if an auditor has not performed a review of the 
condensed interim financial statements, they must be accompanied by a notice indicating that an auditor has not 
reviewed the financial statements. 
 
The accompanying unaudited interim financial statements of the Company have been prepared by and are the 
responsibility of the Company’s management. 
 
The Company’s independent auditor has not performed a review of these financial statements in accordance 
with standards established by the Canadian Institute of Chartered Accountants for a review of interim financial 
statements by an entity’s auditor. 
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SUPER NOVA MINERALS CORP. 
Statements of Loss and Comprehensive Loss 
[Unaudited – Expressed in Canadian dollars] 

 
 

            Three months ended 

August 31 2013 August 31 2012

Expenses

Administrative fees 17,681$             5,350$               

Consulting fees 21,388               17,783               

Corporate communications 25,417               49,901               

Filing fees and regulatory fees 1,376                 2,602                 

Office 3,892                 10,319               

Professional fees 4,344                 56,654               

Rent 9,000                 9,110                 

Travel and Entertainment 4,773                 4,272                 

Net loss and comprehensive loss 87,871$             155,990$           

Net loss per share, basic and diluted (0.00) (0.01)

Weighted average number of shares outstanding - basic and diluted 26,979,410        14,607,289        
 

 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

       (The accompanying notes are integral part of these financial statements) 
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 SUPER NOVA MINERALS CORP. 
Statements of Financial Position 

[Unaudited – Expressed in Canadian dollars] 
 

 

 

Note 31-Aug-13 31-May-13

ASSETS

Current assets

Cash and cash equivalents 2,596$                    1,522$                    

Receivables and prepayments 4 4,148                      20,722                    

6,744                      22,244                    

Non-current assets

Exploration and evaluation assets 5 1,527,417               1,502,417               

Total assets 1,534,161$             1,524,661$             

LIABILITIES AND EQUITY

Accounts payable and accrued liabilities 142,448$                197,551$                

Due to related parties 7 185,486                  112,330                  

Flow through share premium liabilities 11 12,577                    12,577                    

340,511                  322,458                  

Long term liabilities -                          -                          

340,511                  322,458                  

Shareholders' equity

Share capital 6 2,415,854               2,336,536               

Share subscription received 6 29,250                    29,250                    

Deficit (1,251,454)              (1,163,583)              

1,193,650               1,202,203               

Total liabilities and equity 1,534,161$             1,524,661$             

Going concern (Note 1)
 

   

Nature and continuance of operations (Note 1) 
 

Approved and authorized for issue by the board of directors on October 25, 2013 and signed on its behalf by: 

 

/s/Wolf Wiese /s/ Rita Tung  

Wolf Wiese, Director Rita Tung, Director  
 

 

 

 

(The accompanying notes are integral part of these financial statements) 
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SUPER NOVA MINERALS CORP. 
Statements of Changes in Equity 

[Unaudited – Expressed in Canadian dollars] 
 
 
 

Share Capital 
 

Number of 

Shares Amount

Share 

subscription 

received Deficit Total

Balance, May 31, 2013 26,448,880   2,336,536$    29,250$      (1,163,583)$      1,202,203$          

Private placement 5,390,000     53,900           -              -                    53,900                 

Share issuance for debt 508,344        25,418           25,418                 

Loss for the period -                -                 -              (87,871)             (87,871)                

Balance, August 31, 2013 32,347,224   2,415,854      29,250        (1,251,454)        1,193,650            

Number of 

Shares Amount

Share 

subscription 

received Deficit Total

Balance, May 31, 2012 13,566,550   1,093,629$    81,200$      (425,155)$         749,674$             

Private placement 1,212,000     135,440         (81,200)       -                    54,240                 

Share subscriptions -                -                 21,260        -                    21,260                 

Loss for the period -                -                 -              (155,990)           (155,990)              

Balance, August 31, 2012 14,778,550   1,229,069      21,260        (581,145)           669,184               
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are integral part of these financial statements) 
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SUPER NOVA MINERALS CORP. 
Statements of Cash Flows 

[Unaudited – Expressed in Canadian dollars] 
 

 

        Three months ended August

2013 2012

Cash flows from operating activities

Loss for the year (87,871)$           (155,990)$         

Non-cash working capital adjustments:

Change in receivables and prepayments 16,574              (7,411)              

Change in accounts payable and accrued liabilities (29,685)            25,236             

Change in due to related parties 73,156              55,988             

60,045              73,813             

Net cash flow (used in) / provided by operating activities (27,826)            (82,177)            

Cash flow used in investing activities

Investment in exploration and evaluation assets (25,000)            (10,886)            

Net cash flows used in investing activities (25,000)            (10,886)            

Cash flow from finaning activities

Proceeds from issuance of shares, net of share issuance cost 53,900              40,000             

Proceeds from subscription -                  35,500             

Net cash flows from financing activities 53,900              75,500             

Net (decrease) in cash 1,074               (17,563)            

Cash, beginning of the year 1,522               122,289           

Cash, ending 2,596$              104,726$          

Supplemental disclosures with respect to cash flows (Note 9)
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

(The accompanying notes are integral part of these financial statements) 



 

 

SUPER NOVA MINERALS CORP. 
Notes to the financial statements 

Three months ended August 31, 2013 

Unaudited - Expressed in Canadian Dollars, unless otherwise stated 
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1. NATURE AND CONTINUANCE OF OPERATIONS  
 
Super Nova Minerals Corp. (the “Company”) was incorporated on January 21, 2005, under the British 
Columbia Business Corporations Act. The current registered office of the Company is located at Suite 
1100, 736 Granville Street, Vancouver, British Columbia, V6Z 1G3 while the current corporate office is 
located at Suite 575, 1111 West Hastings Street, Vancouver, British Columbia, V6E 2J3. On October 2, 
2012, Super Nova Minerals Corp. was amalgamated with 0922519 B.C. Ltd.; the resulting company 
continued under the name of Super Nova Minerals Corp. 
 
The principal activity of the Company is the acquisition and exploration of mineral resource properties in 
BC and Quebec, Canada and oil and gas properties in Montana, US. The Company’s common shares are 
listed for trading on the Canada National Stock Exchange (“CNSX”) under the symbol “SNP”.  On October 
21, 2013, the Company has been approved to trading on the O.T.C. Pinksheets under the symbol “SNOVF”. 
 

The Company has not yet determined whether its properties contain reserves that are economically 
recoverable. The recoverability of the amounts shown for exploration and evaluation assets is dependent 
upon the existence of economically recoverable reserves, the ability of the Company to obtain necessary 
financing to complete the development and upon future profitable production. 
 
The Company is a junior exploration company and has incurred losses and negative cash flows from 
operations since inception, and therefore, ongoing operations of the Company are dependent upon its ability 
to receive continued financial support, equity or debt financings. Management is actively targeting sources 
of additional financing which would assure the continuation of the Company’s operations and exploration 
programs. To the extent financing is not available, rental payments, and other payments may not be 
satisfied and could result in a loss of property ownership or earning opportunities for the Company. These 
material uncertainties may cast significant doubt upon the Company’s ability to continue as a going 
concern. 

 

a) Statement of Compliance 

 
These unaudited condensed interim financial statements (“Financial Statements”) have been prepared in 
accordance with IAS 34 – Interim Financial Reporting, as issued by the International Accounting Standards 
Board (“IASB”). Accordingly, certain disclosures included in annual financial statements prepared in 
accordance with International Financial Reporting Standards (“IFRS”) as issued by the IASB have been 
condensed or omitted and therefore, these Financial Statements should be read in conjunction with the 
Company’s audited financial statements for the year ended May 31, 2013.   
 
b) Basis of Measurement 
 
These financial statements have been prepared on a historical cost basis except for derivative financial 
instruments, and financial instruments which are measured at fair value. In addition, these financial 
statements have been prepared using the accrual basis of accounting, except for cash flow information. All 
financial information in these financial statements is presented in Canadian dollars, except as otherwise 
stated. 
 

2. SIGNIFICANT ACCOUNTING POLICIES 

 



 

 

SUPER NOVA MINERALS CORP. 
Notes to the financial statements 

Three months ended August 31, 2013 

Unaudited - Expressed in Canadian Dollars, unless otherwise stated 
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 a) Significant accounting judgments and estimates 

The preparation of these financial statements requires management to make estimates and assumptions 
that affect the reported amount of assets and liabilities, and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amount of expenses during the 
reporting periods. Such estimates relate primarily to unsettled transactions and events as of the date of 
the financial statements.  Actual results could differ materially from those reported.  
 
Significant assumptions about the future and other sources of judgments and estimates that management 
has made at the statement of financial position date, that could result in material adjustment to the 
carrying amounts of assets and liabilities, in the event that actual results differ from assumptions made, 
relate to, but are not limited to, the following: 
 

- The provision of deferred tax is based on judgments in applying income tax law and estimates 
on timing, likelihood and reversal of temporary differences between the accounting and tax basis 
of the assets and liabilities; 

- The estimated value of exploration and evaluation costs which is included in the statement of 
financial position; 

- The assessment of indications of impairment of each of the exploration and evaluation assets and 
related determination of the net realizable value and write-down of those assets where 
applicable. 

 
b) Refundable tax credits and mining duties 

The Company is entitled to apply for government grants in the form of refundable tax credits and 
mining duties in respect of qualifying mining exploration expenses incurred.  These recoveries are 
accounted for using the cost reduction approach whereby amounts received are applied against the cost 
of related assets or expenditures. 
 

c) Foreign currency 

The Company’s functional currency is the Canadian dollar.  Monetary assets and liabilities 
denominated in currencies other than the Canadian dollar are initially recorded at the respective spot 
rate of exchange at the date of the transaction, and then translated into Canadian dollars at the rates of 
exchange prevailing at the reporting date. All differences are taken to profit or loss on the statement of 
loss and comprehensive loss. Non-monetary assets and liabilities are translated at historical exchange 
rates prevailing at each transaction date. Revenues and expenses are translated at average rates 
throughout the reporting period.  

 
d) Exploration and evaluation assets 

All costs related to the acquisition, exploration and evaluation of mineral properties are capitalized by 
property after the Company has obtained the legal right to explore the property.  
 
Exploration and evaluation expenditures for each area of interest are carried forward as an asset, 
provided that such costs are expected to be recouped in full through successful development and 
exploration of the area of interest or, alternatively, by its disposal or through farm-out arrangements. 

Once development commences, these costs are reclassified to property, plant and equipment and are 
charged to operations upon commercial production on a unit-of-production method based on proven and 
probable reserves.  
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Notes to the financial statements 

Three months ended August 31, 2013 
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The recoverability of amounts recorded as exploration and evaluation assets is dependent upon the 
discovery of economically recoverable reserves, the ability of the Company to obtain financing to 
complete development of the properties, and on future production or proceeds of disposition. 
 
The costs recovered on exploration and evaluation assets in excess of the carrying amounts are recognized in 
income. 
 

e) Decommissioning liabilities 

The fair value of the statutory, contractual, constructive or legal liabilities associated with the retirement 
and reclamation of mining assets are recorded when incurred, with a corresponding increase to the 
carrying amount of the related production assets. The amount recognized is the estimated cost of 
decommissioning, discounted to its present value using the Company’s risk free rate. Changes in the 
estimated timing of decommissioning or decommissioning cost estimates and changes to the risk free 
rates are dealt with prospectively by recording an adjustment to the provision, and a corresponding 
adjustment to the related production assets. The unwinding of the discount on the decommissioning 
provision is charged to net earnings or loss.  

The Company recognizes a decommissioning liability in the period in which it is incurred when a 
reasonable estimate of the fair value can be made. Management reviews these estimates and changes on 
a periodic basis; if an indication exists, the changes are applied prospectively. The fair value of the 
estimated provision is recorded as a long-term liability, with a corresponding increase in the carrying 
amount of the related asset. The capitalized amount is depleted on a unit-of-production basis over the 
life of the proved developed reserves. The liability amount is increased each reporting period due to the 
passage of time and this amount is charged to earnings in the period. Actual costs incurred upon 
settlement of the obligations are charged against the provision to the extent of the liability recorded and 
the remaining balance of the actual costs is recorded in the statement of loss. 

 

f) Impairment of long-lived assets 

At each reporting date, all capitalized exploration and evaluation expenditure are assessed for 
indications of impairment. Where a potential impairment is indicated, assessments are performed for 
each area of interest. To the extent that exploration expenditures are not expected to be recovered, they are 
charged to operations. Exploration areas where reserves have been discovered, but require major 
capital expenditures before production can begin, are continually evaluated to ensure that 
commercial quantities of reserves exist or to ensure that additional exploration work is underway as 
planned. 

The aggregate costs related to abandoned mineral claims are charged to operations at the time of any 
abandonment or when it has been determined that there is evidence of a permanent impairment. An 
impairment charge relating to a mineral property is subsequently reversed when new exploration results 
or actual or potential proceeds on sale or farm-out of the property result in a revised estimate of the 
recoverable amount but only to the extent that this does not exceed the original carrying value of the 
property that would have resulted if no impairment had been recognized. 
 
For purposes of recognition and measurement of an impairment loss, a long-lived asset is grouped with 
other assets and liabilities to form an asset group, at the lowest level for which identifiable cash flows 
are largely independent of the cash flows of other assets and liabilities.  Estimates of future cash flows 
used to test recoverability of a long-lived asset include only the future cash flows that are directly 
associated with, and that are expected to arise as a direct result of, its use and eventual disposition. 
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g) Stock-based compensation 

The fair value of stock options granted is measured at grant date using the Black-Scholes option pricing 
model. Where options are granted to consultants for goods or services rendered, the options are 
measured at the fair value of the goods or services received by the Company.  If the fair value of the 
goods and services received cannot be reliably measured, the fair value of the stock options granted is 
used instead. At each reporting date, prior to vesting, the cumulative expense representing the extent to 
which the vesting period has expired and management’s best estimate of the awards that are expected to 
ultimately vest is computed. The movement in cumulative expense is recognized in the statement of 
loss and comprehensive loss with a corresponding entry within equity, against reserves. No expense is 
recognized for awards that do not ultimately vest. When options are exercised, the proceeds received, 
together with any related amount in reserves, are credited to share capital.  

 

h) Loss per share 

Basic loss per share is computed by dividing the net loss for the period by the weighted average number 
of common shares outstanding during the period. To compute diluted loss per share, adjustments are 
made to common shares outstanding. The weighted average number of common shares outstanding is 
adjusted to include the number of additional common shares that would be outstanding if, at the 
beginning of the period or at time of issuance, if later, all options and warrants were exercised. The 
proceeds from exercise would be used to purchase the Company’s common shares at their average 
market price during the period. If this computation is anti-dilutive, diluted loss per share is the same as 
basic loss per share. 

 

i) Income taxes 

Income tax is recognized in profit or loss except to the extent that it relates to items recognized directly 
in equity, in which case it is recognized in equity. Current tax expense is the expected tax payable on 
the taxable income for the year, using tax rates enacted or substantively enacted at period end, adjusted 
for amendments to tax payable with regards to previous years. 
 
Deferred tax is recorded using the statement of financial position liability method, providing for 
temporary differences, between the carrying amounts of assets and liabilities for financial reporting 
purposes and the amounts used for taxation purposes. The following temporary differences are not 
provided for: goodwill not deductible for tax purposes; the initial recognition of assets or liabilities that 
affect neither accounting nor taxable loss; and differences relating to investments in subsidiaries to the 
extent that they will probably not reverse in the foreseeable future. The amount of deferred tax provided 
is based on the expected manner of realization or settlement of the carrying amount of assets and 
liabilities, using tax rates enacted or substantively enacted at the statement of financial position date. 
   
A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilized. To the extent that the Company does not consider it is 
probable that a future tax asset will be recovered, it does not recognize the asset. 
 
Additional income taxes that arise from the distribution of dividends are recognized at the same time as 
the liability to pay the related dividend. Deferred tax assets and liabilities are offset when there is a 
legally enforceable right to set off current tax assets against current tax liabilities and when they relate 
to income taxes levied by the same taxation authority and the Company intends to settle its current tax 
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assets and liabilities on a net basis. 
 

j) Financial instruments 

Financial assets 

The Company classifies its financial assets in the following categories: at fair value through profit or 
loss, loans and receivable and available for sale investments. The classification depends on the purpose 
for which the financial assets were acquired. Management determines the classification of financial 
assets at initial recognition. It is management’s opinion that the Company is not exposed to significant 
interest or credit risk arising from these financial instruments. 

• Financial assets at fair value through profit or loss 

A financial asset is classified in this category if acquired principally for the purpose of selling in 
the short term. Assets in this category are classified as current assets and include cash, which is 
initially recognized at fair value.  

• 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 or non-current assets based on 
their maturity date. Assets in this category include receivables and are measured at amortized cost 
less impairment.  

• Available-for-sale financial assets  

 
Available-for-sale financial assets are either designated as available for sale or not classified in any 
other categories. They are initially recognized at fair value plus transaction costs and are 
subsequently carried at fair value, with unrealized gains and losses recorded in other 
comprehensive income until disposition or other-than-temporary impairment at which time the 
gain or loss is recorded in earnings.  The Company does not have any available-for-sale financial 
assets.  

Financial liabilities 

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

Fair value through profit or loss – this category comprises of derivatives, or liabilities acquired or 
incurred principally for the purpose of selling or repurchasing in the near term. They are carried in the 
statement of financial position at fair value with changes in fair value recognized in the statement of 
loss and comprehensive loss. 

Other financial liabilities – are initially recognized at fair value and subsequently stated at amortized 
cost and include accounts payable and accrued liabilities and due to related parties.  Financial liabilities 
are classified as current liabilities unless the Company has an unconditional right to defer settlement of 
the liability for at least twelve months after the date of the statement of financial position. 

Impairment of financial assets 

At each reporting date the Company assesses whether there is objective evidence that a financial asset is 
impaired. If such evidence exists, the Company recognizes an impairment loss, as follows: 
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- Financial assets carried at amortization: the loss is the difference between the amortized cost and its 
value of estimated future cash flows, discounted using the instrument’s original effective interest 
rate; 

- Available-for-sale financial asset: The loss is the amount comprising the difference between its 
original cost and its current fair value, less any impairment previously recognized in the statement 
of loss and comprehensive loss This amount represents the cumulative loss in accumulated other 
comprehensive income that is reclassified to net loss. 

Reversals of impairment losses on financial assets carried at amortized cost are recorded through the 
statement of loss and comprehensive loss if the increase in fair value of the instrument can be 
objectively related to an event occurring after the impairment loss had been recognized. Impairment on 
available-for-sale instruments is not reversed. 

 

k) Flow-through Shares 

Resource expenditure deductions for income tax purposes related to exploration activities funded by 
flow-through share arrangements are renounced to investors in accordance with Canadian income tax 
legislation. On issuance, the Company bifurcates the flow-through share into i) a flow-through share 
premium, equal to the estimated premium, if any, investors pay for the flow-through feature, which is 
recognized as a liability and ii) share capital. Upon expenses being incurred, the Company derecognizes 
the flow-through premium liability for the amount of tax reduction renounced to the shareholders. The 
premium is recognized as other income.  

 

3. CHANGES IN ACCOUNTING POLICIES 

 

The Company has applied the following new and revised IFRSs in these unaudited condensed interim 
financial statements.  
 
IFRS 13, Fair value measurement, provides a single IFRS framework for measuring fair value and 
requires disclosures about fair value measurement. The Standard defines fair value on the basis of exit 
price notion and use a fair value hierarchy, which results in a market-based, rather than entity-specific 
measurement. The Company adopted IFRS 13 on August 1, 2013 on a prospective basis. The adoption 
of IFRS 13 did not require any adjustments to the valuation techniques used by the Company to 
measure fair value and did not result in any measurement adjustments as at August 1, 2013.  
 
The Company also adopted the amendments to IAS 1, Presentation of Financial Statements, and 
effective August 1, 2013. These amendments required the Company to group other comprehensive 
income items by those that will be reclassified subsequently to profit or loss and those that will not be 
reclassified. These changes did not result in any adjustments to other comprehensive income or 
comprehensive income.  

 

4.   RECEIVABLES AND PREPAYMENTS 

 

Receivables and prepayments are comprised of the following:  
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As at 31-Aug-13 31-May-13

HST Receivables 4,148$                                   7,409$                    

Exploration tax credits receivable -                                         13,313                    

Receivables and prepayments 4,148$                                   20,722$                   
 

 

5.   EXPLORATION AND EVALUATION ASSETS 

 

 

Marbridge Iron Ridge Preissac Elk Hills

(a) (b) (c ) (d) Total

At May 31, 2012 353,027$        350,634$        -$               -$               703,661$          

Acquisition cost -                 -                 174,000          641,555          815,555            

Exploration expenditures 2,781              9,975              -                     -                     12756

Tax credits (13,313)          (16,242)          -                     -                     (29,555)             

At May 31, 2013 342,495          344,367          174,000          641,555          1,502,417         

Acquisition cost -                     -                     -                     25,000            25,000              

Exploration expenditures -                     -                     -                     -                     -                    

At August 31, 2013 342,495$        344,367$        174,000$        666,555$        1,527,417$        
 

Title to exploration and evaluation assets 

 

Title to exploration and evaluation assets involves certain inherent risks due to the difficulties of determining 
the validity of certain claims as well as the potential for problems arising from the frequently ambiguous 
conveyance history characteristic of many mineral properties. The Company has investigated title to all of its 
properties and, to the best of its knowledge; these titles are in good standing. However, this should not be 
construed as a guarantee of title. The mineral properties may be subject to prior claims, arguments or 
transfers and rights of ownership may be affected by undetected defects. 
 

a) Marbridge Property, Quebec 

 
Pursuant to a series of agreements, the Company entered into an option agreement to acquire a 100% interest 
in Marbridge Property, located in the Lamotte Township, Quebec.   

 
The property is subject to a net smelter return royalty of 3%, of which 2% may be purchased for $1,000,000.   
 

b) Iron Ridge Property, British Columbia 

 
Pursuant to a series of agreements, the Company entered into an option to acquire 100% interest in the Iron 
Ridge Property, located near Creston, British Columbia. Pursuant to the agreements, the Company agreed to 
the following payments:  
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  Cash Shares 

Upon signing of the Option Agreement (issued) $                -     1,300,000  

1st cash payment (paid)        9,000  - 

2nd cash payment (paid)        30,000  - 

Share Issuance (issued) -     2,000,000  
60 days from the listing on CNSX (December 21, 
2012)          6,000  - 

   $     45,000     3,300,000  

 
The property is subject to a net smelter return royalty of 3%, of which 2% may be purchased for $1,000,000. 
 
As at August 31, 2013, the Company had paid a total of $39,000 in cash acquisition costs, issued total of 
3,300,000 of its common stock with a total value of $230,000 and incurred $91,609 in exploration 
expenditures.  The Company received a tax credit on qualifying exploration expenditures for the total of 
$16,242, which was recognized against exploration expenditures. 
 
Subsequent to August 31, 2013, the Company entered into an amendment to waive the $6,000 cash 
payments. 
 

c) Preissac Property 

 

On November 2, 2012, the Company entered into a purchase agreement (the “Preissac Agreement”) with 
Pristine Capital Corp. (“Pristine”) to acquire 100% in the Preissac Property, located in the Rouyn-Noranda-
Val dor mining camp in Northwest Quebec. To purchase the property the Company agreed to the following 
payments: 

  Cash Shares 

No later than two days following the CNSX 
approval (issued)  $               - 

     
1,450,000  

On or before January 15, 2013       10,000 - 

On or before February 28, 2013       20,000 - 

   $     30,000     1,450,000  

 
As at August 31, 2013, the Company did not make agreed upon cash payments and is therefore at risk of 
losing its option to acquire the 100% interest in the property. 
 
As at August 31, 2013, the Company had issued 1,450,000 shares of its common stock with the total value of 
$174,000, and did not have any exploration expenses associated with this property.  
 
Subsequent to August 31, 2013, the Company entered an amendment to waive the $30,000 cash payments. 
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d) Elk Hills Property  

 

Pursuant to a series of agreements, the Company entered into a farmout (the “Farmout Agreement”) with 
Elk Hills Petroleum Canada Ltd. and Elk Hills Heavy Oil LLC (the “Farmors”). Under the terms of the 
agreement, the Company has a right to acquire a 50% working interest in both Morris Block and 
Cottonwood Creek Lease Projects within the Elk Hills Property, until the Farmors receive a total of 
$3,000,000 in net revenue from oil production through their fully carried working interest and an 87.5% 
working interest thereafter, by completing the following:  
 
(i) Making the following cash payments:  

  Cash 

Initial payment (paid)      $  47,000  

February 25, 2013 (paid)        25,000 

March 15, 2013 ($10,000 paid)        48,000  
April 30, 2013        30,000  
May 31, 2013      100,000  

July 31, 2013      150,000  

One week subsequent to the first well for the 5 spot being spudded    300,000  

 $  700,000  

(ii) Issue common shares to the shareholders of Elk Hills Petroleum Canada Ltd. totalling 16,786,665 as 
follows:  
 

• 5,595,555 shares within five business days after the CNSX approval (issued) 
 

• 5,595,555 shares within one week of drilling, casing and logging a well on Cottonwood Creek 
Prospect 
 

• 5,595,555 shares after all lifting costs and flow rates have been established by a huff and puff on 
either the Bauwens 15-13 well or the newly drilled Cottonwood Creek Prospect well. 
 

(iii) Drill, core and case one well in the Cottonwood Creek Prospect no later than April 30, 2013 
 

(iv) Start a Steam Injection Test at the Bauwens well or the newly drilled and cased Cottonwood Creek well 
within 60 days after the Cottonwood Creek well is drilled and cased and no later than July 31, 2013;  
 

(v) Complete a 5 spot well consisting of drilling an injection well and thereafter drilling four additional 
producing wells surrounding the injection well in an area on the Morris Block or in the Cottonwood 
Creek Area designated by the Farmors; the drilling of the 5 Spot well shall commence within 60 
days of the completion of the Steam Injection Test.  
 

The Elk Hills Property is subject to royalty totalling 20%, of which 10% will be payable by the Company 
until the $3,000,000 in net revenue from oil production is reached and 17.5% thereafter.  
 
On August 12, 2013, the Company and Farmors reached an agreement that replaced and superseded the 
original agreement and its amendment. The new agreement retained the same working interest percentages 
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as were contemplated in the original series of agreements. The terms and conditions to acquire the interest 
were changed to the following:  
 
 
 
(i) Cash payment requirements:  

  Cash  

Upon signing of the contract, non-refundable payment (paid)      $  25,000  

Within 30 days of signing of the agreement (September 12, 2013); 
plugging costs associated with existing wells on the property 

15,000 * 

On or before September 15, 2013, non-refundable payment 25,000 * 

On or before September 30, 2013; cost to renew top leases      35,000 * 

On or before November 30, 2013; non-refundable payment      25,000  

On March 31, 2014 or 45 days after receiving permits for steam testing, 
whichever is later 

100,000  

On July 15, 2014 or 45 days after receiving five spot permits, whichever is 
later 

150,000  

Within 90 day of extracting first barrel of oil from the five spot well 340,000  

 $  715,000  

*subsequent to period end the Company was in negotiations with the Farmors on these payments. 

 
The Farmors shall be responsible for keeping all lease underlying the Farmout Lands in good 
standing at all times during the term of the Farmout Agreement until such time as the Farmee has 
earned its 87.5 working interest. 
(ii) Common stock:  

• The Company agreed to issue 16,750,000 shares of its common stock upon receiving approval 
from CNSX. These shares will be held in escrow and will be released to Elk Hills Petroleum as 
follows: 25% upon receiving approval from CNSX, and 25% every six months following the 
initial release.  

• Upon signing of the agreement, the Company agreed to issue 500,000 shares of its common 
stock as a finders fee.  Subsequent to year end issuance of these shares was under negotiation 
with the Farmors. 

 
(iii) Drilling:  

• No later than November 15, 2013 - drill, core and case one well in the Cottonwood Creed 
Prospect.  

• No later than June 1, 2014 – start steam injection test on Bauwens or Cottonwood Creek 
Prospect well. 

• Within 60 days of completion of the steam injection test – complete five spot well.  
 

As at August 31, 2013 the Company had paid total of $107,000 in cash acquisition costs and issued 
5,595,555 shares of its common stock with the total value of $559,555. The Company did not 
commence required drilling and did not make all the payments required by the agreements.  

 

Subsequent to August 31, 2013, the parties entered into a farmout agreement to amend as all 
Shares issued to it pursuant to this Agreement shall be subject to statutory imposed resale 
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restrictions by a legend should be endorsed on the certificates representing all Shares issued to Elk 
Hills. 
 

6. SHARE CAPITAL  

 

a) Shares held in escrow 

 

Security holder 

Fayz Yacoub Quorum Capital Corp. 
Number of Securities Subject to the Escrow 
Agreement 

               
2,650,000                            2,136,050  

Securities Release on October 23, 2012 
                

(265,000)                            (213,605) 

Securities Release on April 22, 2013 
                

(397,500)                            (320,408) 

Shares held in Escrow 
               

1,987,500                            1,602,037  

 

 Subsequent to August 31, 2013, securities released 320,408 shares to Quorum Capital Corp. and 397.500 to 
Fayz Yacoub. 

 
b) Common shares 

 
Authorized: An unlimited number of common shares without par value. 
 
In July, 2013, the Company issued 508,334 common shares in settlement of debt in the amount of $25,417 
with an unrelated party. 
 
In August 2013, the Company closed a private placement of 5,390,000 units at a price of $0.01 per unit for 
gross proceeds of $53,900.  Each unit is comprised of one common share and one transferable common 
share purchase warrant.  Each share purchase warrant is exercisable for a period of four years at an 
exercise price of $0.05 per share during the first year, 0.10 per share during the second year, $0.15 per 
share during the third year and $0.20 per share during the fourth year. 
 
Subsequent to August 31, 2013, the Company closed a private placement of 835,000 units at a price of 
$0.05 for gross proceeds of $41,750, of which a total of $29,250 subscription were received prior to 
August 31, 2013.  Each unit is comprised of one common share and one transferable common share 
purchase warrant.  Each share purchase warrant is exercisable for a period of two years at an exercise price 
of $0.06 per share during the first year and $0.10 per share during the second year. 
 

c) Share Subscriptions received  

  
As at August 31, 2013, a total of $29,250 private placement subscription was received. 
 
d) Share purchase warrants 

 

The following table summarizes the warrants activity. 
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At May 31, 2012 -                             -$                              

Issued 2,913,328                  0.135                            

Balance at May 31, 2013 2,913,328                  0.135                            

Issued 5,390,000                  0.050$                          

Balance at August 31, 2013 8,303,328                  0.080$                          

*based on the exercise price of the warrants at balance sheet date

Number of warrants Weighted Average Price*

 
 

Information regarding share purchase warrants outstanding as August 31, 2013 is as follows: 
 

Number of warrants 

outstanding and 

exercisable Exercise price Expiry date

Remaining 

contractual life         

(years)

1,146,662                  0.15$                            January 18, 2015 1.4                         

1,766,666                  0.125                            February 20, 2015 1.5                         

5,390,000                  0.05                              January 18, 2015 1.4                         

8,303,328                   
 
As at August 31, 2013, the weighted-average remaining contractual life of warrants was 1.4 years. 
 
Subsequent to August 31, 2013, 835,000 warrants were issued as part of the private placement closed on 
October 24, 2013.  Each warrant is exercisable at a price of $0.06 per share before the first anniversary of 
the date of issuance, and at $0.10 per share thereafter. 
 

7. RELATED PARTY TRANSACTIONS  

The following amounts were due to related parties as at August 31, 2013 and May 31, 2013: 
 
 

31-Aug-13 31-May-13

Payable to a company owned by common directors 95,478$       64,382$             

Due to company owned by a director 48,115         36,518               

Due to director 5,755           755                   

Due to a company owned by an officer 12,138         10,675               

Due to former director 24,000$       -                    

Due to related parties 185,486       112,330$            
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Transactions with related parties 

 
The following table represents costs the Company incurred with related parties during the period ended August 
31, 2013 and 2012:  
 

31-Aug-13 31-Aug-12

Consulting fees paid to the company owned by a director 15,000       11,000             

Geological servcices paid to director -                 -                       

Geological servcices paid to director 5,000         -                       

Administrative fees paid to a compnay owned by an officer -                 -                       

Administrative fees paid to a compnay owned by an officer 1,388         -                       

Professional fees paid to former director -                 -                       

Officer and other general administrative paid on behalf of the Company 

by a company owned by common directors 21,609       34,178             

 
 
The Company considers senior officers and directors to be key management.  During the period ended 
August 31, 2013, the remuneration for key management was $27,609 (Q1 2013 - $11,000). 
 
Subsequent to August 31, 2013, the Company obtained a $19,500 loan from an office/director of the issuer, 
which loan is payable on demand with no interest accruing thereon.  The issuer also obtained a $15,000 
loan from a relative of an office/director, which loan is payable on demand with $1,000 in interest accruing 
thereon. 
 

8. FINANCIAL INSTRUMENTS 

 
The Company’s financial instruments consist of cash, receivables, accounts payable and accrued liabilities 
and amounts due to related parties.  Unless otherwise noted, it is management’s opinion that the Company 
is not exposed to significant interest, currency or credit risks arising from these financial instruments. 
 

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 liquid financial 
assets including cash and receivables. The Company limits its exposure to credit risk on liquid financial 
assets through maintaining its cash with high-credit quality financial institutions. Receivables consist of 
Goods and Services Tax (“GST”) receivable from the Canadian government and are considered low risk.   
 

Currency risk 

 
The Company operates primarily in Canadian dollars and, as such, is not affected by the fluctuations of the 
Canadian dollar with other currencies. 

 
Liquidity risk 

 
Liquidity risk is the risk that the Company will not be able to meet its obligations associated with its 
financial liabilities. The Company has historically relied upon equity financings to satisfy its capital 
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requirements and will continue to depend heavily upon equity capital to finance its activities. There can be 
no assurance the Company will be able to obtain required financing in the future on acceptable terms. The 
Company anticipated it will need additional capital in the future to finance ongoing exploration of its 
properties, such capital to be derived from the exercise of outstanding warrants and/or the completion of 
other equity financings. The Company has limited financial resources, has no source of operating income 
and has no assurance that additional funding will be available to it for future exploration and development 
of its projects, although the Company has been successful in the past in financing its activities through the 
sale of equity securities. The ability of the Company to arrange additional financing in the future will 
depend, in part, on the prevailing capital market conditions and exploration success. In recent years, the 
securities markets in Canada have experienced wide fluctuations in price which have not necessarily been 
related to the operating performance, underlying asset values or prospects of such companies. There can be 
no assurance that continual fluctuations in price will not occur. Any quoted market for the common shares 
may be subject to market trends generally, notwithstanding any potential success of the Company in 
creating revenue, cash flows or earnings. 
 
Interest rate risk 

 
The Company normally invests in short-term interest bearing financial instruments. There is a minimal risk 
that the Company would recognize any loss as a result of a decrease in the fair value of any guaranteed 
bank investment certificate included in cash as they would be held in large financial institutions. 

 

Fair value measurements of financial assets and liabilities  

 
Disclosure about significance of inputs used in making fair value measurements is as follows:  
 

Level 1 – quoted prices in active markets for identical assets or liabilities; 
 
Level 2 – inputs other than quoted prices included in Level 1 that are observable for the asset or 

liability, either directly (i.e.: as prices) or indirectly (i.e.: derived from prices); and 
 
Level 3 – inputs for the asset or liability that are not based on observable market data. 

 
The fair value of cash is determined based on “Level 1” inputs, which consist of quoted prices in active 
markets for identical assets. The Company believes that the recorded values of receivables, due to related 
parties and accounts payable and accrued liabilities, approximate their current fair values because of their 
nature and relatively short maturity dates or durations.   
 

9. SUPPLEMENTAL DISCLOSURES WITH RESPECT TO CASH FLOWS 

 

• During the three months ended August 31, 2013, the Company issued 508,344 shares (2012 – nil) as 
payment for $25,418 (2012 - $nil) owed to the unrelated debt holders. 

• As at August 31, 2013, a total of $nil (2012 - $25,587) in exploration and evaluation assets were 
accrued through accounts payable and accrued liabilities. 

 

10. CAPITAL MANAGEMENT 
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The Company’s capital structure consists of shareholders’ equity. The Company’s objective when 
managing capital is to maintain adequate levels of funding to support the development of its businesses 
and maintain the necessary corporate and administrative functions to facilitate these activities. This is done 
primarily through equity financing. Future financings are dependent on market conditions and there can be 
no assurance the Company will be able to raise funds in the future. The Company invests all capital that is 
surplus to its immediate operational needs in short-term, highly-liquid, high-grade financial instruments. 
There were no changes to the Company’s approach to capital management since the year ended May 31, 
2013. The Company is not subject to externally imposed capital requirements. The Company does not 
currently have adequate sources of capital to complete its exploration plan and ultimately the development 
of its business, and will need to raise adequate capital by obtaining equity financing through private 
placements or debt financing.  The Company may raise additional debt or equity financing in the near 
future to meet its current obligations. 
 

11. COMMITMENTS 

 

 Flow-Through Exploration Expenditures 

 
During the year ended May 31, 2013, the Company raised the total of $85,440 in flow-through funds, 
which the Company is committed to use in exploration activities on its active projects. The Company 
allocated $14,240 of the proceeds to the flow through share premium liability and the remaining proceeds 
of $71,200 to share capital.  As of May 31, 2013, the Company had incurred $9,975 (resulting in a flow 
through share premium recovery of $1,663) and a reduction of the flow through share premium liability to 
$12,577 in eligible exploration expenses and is committed to incur an additional $75,465 no later than 
December 31, 2013.  No eligible exploration expenses were incurred during the three months ended 
August 31, 2013. 
 


