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Notice of disclosure of non-auditor review of interim financial statements pursuant to National Instrument 51-102, 
Part 4, subsection 4.3(3)(a) issued by the Canadian Securities Administrators. 
 
The accompanying financial statements of the Company for the period ended September 30, 2013 have been 
prepared in accordance with International Financial Reporting Standards and are the responsibility of the 
Companyôs management.  The Companyôs independent auditors have not performed an audit or review of these 
condensed consolidated interim financial statements. 



HULDRA SILVER INC. 
Condensed Consolidated Interim Statements of Financial Position 
(Unaudited) 
(Expressed in Canadian dollars) 

 

 

 Note  September 30, 2013 December 31, 2012 

Assets        

Current assets        
Cash and cash equivalents 4   $ 312,911 $ 883,169 
Amounts receivable 5    1,192,422  2,742,016 
Prepaid expenses and other assets     170,768  109,453 

     1,676,101  3,734,638 

Non-current assets        
Property, plant, and equipment 6, 8    9,631,054  29,556,353 
 Mineral Interests 7    766,537  766,537 

Restricted cash 10    1,135,100  735,100 

Total assets    $ 13,208,792 $ 34,792,628 

Liabilities        

Current liabilities        
Accounts payable and accrued 

liabilities    $ 3,710,732 $ 2,268,372 
Current portion of Waterton derivative 

liability 11,18    369,314  406,260 
Current portion of Waterton debt 

obligation 11    6,463,234  10,448,380 
Warrant liability 11,18    27,332  1,422,005 
Current portion of Craigmont obligation 6    -  2,962,918 
Debtor-in-possession derivative                           
liability 11    74  - 
Debtor-in-possession debt obligation 11    1,605,346  - 
Convertible debentures 14    9,785,347  - 
Flow-through obligation 20    3,733,009  - 
Flow-through share premium     19,007  793,494 

     25,713,395  18,301,429 

Non-current liabilities        

Asset retirement obligation 9    1,405,100  1,405,100 

Total liabilities     27,118,495  19,706,529 

Equity        

Shareholders' equity        
Share capital 15a)    39,741,231  38,693,271 
Equity component of convertible 
debenture     2,135,082  - 
Contributed surplus     5,956,475  5,580,984 
Accumulated deficit     (61,742,491)  (29,188,156) 

Total equity     (13,909,703)  15,086,099 

Total liabilities and equity    $ 13,208,792 $ 34,792,628 

 Peter Espig (signed) Director  Garth Braun (signed) Director 
 

Nature of operations and going concern (Note 1) 
 Subsequent events (Note 21) 
 

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



HULDRA SILVER INC. 
Condensed Consolidated Interim Statements of Operations and Comprehensive Loss 
(Unaudited) 
(Expressed in Canadian dollars) 

 

 

   
Three Months 

Ended September 30  
Nine Months 

Ended September 30 

  Note  2013  2012  2013  2012 

      

Operating Expenses      

 Exploration Costs 7 $ 518,429 $ 2,433,299 $  3,582,392 $ 6,388,886 
 Write-down of property, plant and 
equipment 8 

 
7,471,898 

 
-  18,853,148  - 

 Salaries and benefits   58,273  54,125  227,166  143,801 

 Share-based compensation expense   -  1,199,453  300,418  1,199,453 

 Professional fees   474,808  95,253  639,707  182,683 

 Management fees 17  24,000  24,000  72,000  72,000 

 Consulting fees 17  167,508  12,000  323,578  54,000 

 Office and general 17  9,840  40,954  123,732  138,890 

 Travel   378  4,405  35,687  18,001 

 Regulatory fees   2,085  4,067  20,315  11,967 

 Transfer agent fees   5,639  456  8,637  6,551 

 Rent 17  8,484  7,500  23,484  22,500 

 Vehicle expenses   213  4,001  8,205  5,574 

 Depreciation   333  395  1,055  1,551 

          

Operating Loss Before Other Items   (8,741,888)  (3,879,908)  (24,219,524)  (8,245,857) 

Other Items          

 Foreign exchange gain (loss)   1,696  -  10,150  - 
 Mark-to-market adjustment on 
provisionally priced concentrate sales  

 
- 

 
-  (1,168,327)  - 

 Gravel sales   -  35,552  2,845  45,740 

 Finance costs   (2,298,866)  (1,306,611)  (5,987,697)  (3,350,530) 

 Gain on extinguishment of debt   -  -  336,135  - 
 Part X11.6 tax, tax penalties, and  
indemnification expense 20 

 
(2,939,515) 

 
-  (2,939,515)  - 

 Unrealized gain (loss) on derivative   (41,233)  (525,398)  16,925  (473,306) 

 Unrealized gain (loss) on warrant liability 11  (8,308)  (375,419)  1,394,673  (412,722) 

Net Loss and Comprehensive Loss 
 for the Period   $ (14,028,114) $ (6,051,784) $ (32,554,335) $ (12,436,675) 

Loss Per Share ï Basic and Diluted  $ (0.25) $ (0.14) $ (0.61) $ (0.34) 

Weighted Average Number of Common 
Shares Outstanding   

 
55,458,394 

 
41,749,787  53,584,016  33,088,712 

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



HULDRA SILVER INC. 
Condensed Consolidated Interim Statements of Cash Flows 
(Unaudited) 
(Expressed in Canadian dollars) 

 

 

 
Nine Months Ended      

September 30 

 Note  2013  2012 
 

Operating Activities      

Net loss for the period  $ (32,554,335) $ (12,436,675) 

Adjustments for:      

ShareȤbased compensation expense   300,418  1,581,885 

Write-down of property, plant, and equipment   18,853,148  ð 
Depreciation   382,708  371,136 
Gravel sales   ð  (45,740) 

Gain on extinguishment of debt   (336,135)  ð 
Non-cash interest expense 11  5,718,749  3,347,830 
Unrealized (gain) loss on derivative 11,18  (16,925)  412,722 
Unrealized (gain) loss on warrant liability 11,18  (1,394,673)  473,306 
Foreign exchange gain   (10,150)  ð 
Mark to market loss on concentrate sales   1,168,327  ð 

Part X11.6 tax, tax penalties, and  indemnification expense 20  2,939,515  ð 

Changes in non-cash working capital items      
Amounts receivable   502,121  1,274,042 
Prepaid expenses and other receivables   (61,315)  288,395 
Accounts payable and other accrued liabilities   1,442,360  327,461 

Cash Used in Operating Activities   (3,066,187)  (4,405,638) 

Investing Activities      

Reclamation deposits   (400,000)  (655,100) 

Purchase of property, plant, and equipment      6  (3,031,669)  (12,903,289) 

Proceeds received from sales related to mill commissioning   3,715,322  ð 

Cash Provided by Investing Activities   283,653  (13,558,389) 

Financing Activities      

Repayment of Craigmont mortgage   (3,007,649)  ð 

Repayment of Waterton debt obligation   (6,382,424)  (1,196,100) 

Payments relating to derivative liabilities   (397,972)  ð 

Convertible debentures, net of cash paid issuance costs   9,556,341  ð 

Proceeds from employee loan   130,000  ð 

Repayment of employee loan   (130,000)  ð 

Due to directors   ð  (64) 

Proceeds from Waterton promissory note   500,000  ð 

Repayment of Waterton promissory note   (500,000)  ð 

Issuance of common shares, net of cash paid share issuance costs   1,081,857  10,873,921 

Proceeds from debtor-in-possession loan, net of cash borrowing costs   1,362,123  ð 

Proceeds from Waterton Credit Facility, net of cash borrowing costs   ð  4,898,520 

Proceeds from exercise of stock options   ð  120,300 

Proceeds from exercise of warrants   ð  2,193,558 

Cash Provided by Financing Activities   2,212,276  16,890,135 

Net change in Cash and Cash equivalents for the period   (570,258)  (1,073,892) 

Cash and Cash equivalents, beginning of period   883,169  1,392,916 

Cash and Cash equivalents, end of period  $ 312,911 $ 319,024 
      

Supplemental cash flow information on non-cash transactions 18     
 

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



HULDRA SILVER INC. 
Condensed Consolidated Interim Statements of Changes in Equity 
For the nine months ended September 30, 2013 and 2012 
(Unaudited) 
(Expressed in Canadian dollars) 

 

 
Number of Common 

Shares 
Share 

Capital 
Contributed 

surplus 

Equity 
Component 

of 
Convertible 
Debentures 

Accumulated           
Deficit 

Total             
Equity 

 

Balance, January 1, 2012 31,407,016 $ 18,974,426 $ 3,127,967 $                  - ($14,750,436) $ 7,351,957 

Equity offering, net of cash issuance costs 10,113,832 10,873,921  - - 10,873,921 

Fair value of broker warrants on equity offering - (342,035) 342,035 - - - 

Flow through share premium - (580,548) - - - (580,548) 

Common shares issued for cash:       

    Stock options exercised  281,666 120,300 - - - 120,300 

    Warrants exercised  2,915,950 2,193,558 - - - 2,193,558 

Transfer to share capital on exercise of warrants -   86,306 (86,306) - - - 

Transfer to share capital on exercise of stock options - 111,536 (111,536) - - - 
Common shares issued upon execution of Credit 
Agreement   266,079 298,000 - - - 298,000 

Share-based compensation - - 1,729,923 -                       - 1,729,923 

Net loss for the period - - - - (12,436,675) (12,436,675) 

Balance, September 30, 2012 44,984,543 $ 31,735,464 $ 5,002,083 $                   - ($ 27,187,111) $9,550,436 

 
Balance, January 1, 2013 50,855,859 $ 38,693,271  $ 5,580,984 $                   - $(29,188,156) $15,086,099 

Equity offering, net of cash issuance costs 4,602,535 1,081,857  - -  1,081,857 

Flow through share premium  (19,007)      (19,007)  

Fair value of broker warrants on equity offering - (14,890) 14,890 - - - 

  Issuance of Convertible Debentures - - - 2,135,082 - 2,135,082 

Share-based compensation - - 360,601 - - 360,601 

Net loss for the period - - - - (32,554,335) (32,554,335) 

Balance, September 30, 2013 55,458,394 $ 39,741,231 $ 5,956,475 $ 2,135,082 ($ 61,742,491) ($ 13,909,703)  

       

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



HULDRA SILVER INC. 
Notes to the Condensed Consolidated Interim Financial Statements 
For the three and nine months ended September 30, 2013 and 2012 
(Unaudited)  
(Expressed in Canadian dollars) 

 

 

1. NATURE OF OPERATIONS, CREDITOR PROTECTION AND GOING CONCERN 

Huldra Silver Inc. (the ñCompanyò or ñHuldraò) is a junior exploration company that until June 26, 2013 
was engaged in the business of identification, acquisition and exploration of mineral property interests. 
The Companyôs head office is located at # 610 - 837 West Hastings Street, Vancouver, B.C. 

Huldra is a publicly listed company incorporated under the Business Corporations Act of British 
Columbia. The Company is listed on the TSX Venture Exchange and its common shares trade under 
the symbol ñHDA.Vò. 

On July 26, 2013 (the ñFiling Dateò), Huldra, after careful consideration of all available alternatives, 
sought creditor protection under the Companiesô Creditors Arrangement Act (the ñCCAAò) and 
obtained a stay order (the ñInitial Orderò) from the Court.  Huldra sought the protection because it was 
hampered by the equity markets, commodity prices and operational challenges.  The CCAA 
proceedings cover the Company and its wholly-owned subsidiaries, Huldra Properties Inc., Huldra 
Holdings Inc., and 0913103 B.C. Ltd. (collectively, the ñApplicantsò). Grant Thornton LLP (the 
ñMonitorò) has been appointed by the Court as monitor in the proceedings and will be responsible for 
reviewing Huldraôs ongoing operations, liaising with creditors and other stakeholders and reporting to 
the Court.  The Initial Order provided for a stay of proceedings against the Applicants and their 
property for an initial period ending August 26, 2013 which the Court has extended to November 25, 
2013. While under CCAA protection, Huldra will continue attempting to restructure its financial affairs 
under the supervision of the Monitor. 

The Applicants will seek input from their creditors and other stakeholders, with a view to developing a 
comprehensive restructuring plan (the ñRestructuring Planò) to return the Applicants to viability or to 
maximize value for all stakeholders. The Restructuring Plan will likely include strategic, operational, 
financial and corporate elements.  

In order to provide Huldra with access to the funds needed to conduct its business during the period of 
the CCAA proceedings, Huldra has obtained a secured debtor-in-possession loan (the ñDIP Loanò) 
from Waterton Global Value, L.P. (ñWatertonò). The DIP Loan will be advanced by way of a first 
advance, which will be advanced in several tranches, of up to $2,300,000 in aggregate. All amounts 
advanced under the DIP Loan will be due on December 13, 2013 subject to extensions as may be 
agreed to by Waterton and the Company. 

The Company drew down $1,189,024 on August 15, 2013, $347,698 on September 17, 2013 and 
$250,000 on October 29, 2013.  The proceeds of all three tranches have allowed the Company to 
continue its care and maintenance program at its mine and mill while attempting to restructure its 
financial affairs. 

The successful emergence of the Applicants from the CCAA proceedings and full implementation of 
any Restructuring Plan are expected to be subject to numerous conditions and approvals, including 
approval by Waterton, other key creditors and stakeholders and the Court. There can be no assurance 
that all required conditions will be met and all required approvals obtained nor that the Applicants will 
ultimately emerge from the CCAA proceedings. If the Applicants fail to implement the Restructuring 
Plan within the time granted by the Court and required by Waterton under the terms of the DIP Loan, 
substantially all of debt obligations will become immediately due and payable, or subject to immediate 
acceleration, which would create an immediate liquidity crisis and would, in all likelihood, lead to the 
liquidation of the Applicantsô assets.  

 

 

 

 



HULDRA SILVER INC. 
Notes to the Condensed Consolidated Interim Financial Statements 
For the three and nine months ended September 30, 2013 and 2012 
(Unaudited)  
(Expressed in Canadian dollars) 

 

 

1. NATURE OF OPERATIONS, CREDITOR PROTECTION AND GOING CONCERN (contôd) 

The unaudited condensed consolidated interim financial statements for the three and nine month 
periods ended September 30, 2013 have been prepared using International Financial Reporting 
Standards (ñIFRSò), as applied by the Company prior to the filing for creditor protection under the 
CCAA.  While the Company and its subsidiaries have filed for and been granted creditor protection 
under the CCAA, these unaudited condensed consolidated interim financial statements do not purport 
to reflect or provide for any of the consequences of the CCAA proceedings and have been prepared on 
a going concern basis, which assumes that the Company will be able to realize its assets and 
discharge its liabilities in the normal course of business for the foreseeable future.  However, it is not 
possible to predict the outcome of the CCAA proceedings and, as such, there is substantial doubt 
regarding the realization of assets and discharge of liabilities.  The CCAA proceedings and the DIP 
Loan provide the Company with a period of time to stabilize its operations and financial condition and 
develop a comprehensive restructuring plan.  Management believes that these actions make the going 
concern basis appropriate.  However, it is not possible to predict the outcome of these proceedings 
and accordingly substantial doubt exists as to whether the Company will be able to continue as a going 
concern.  Further, it is not possible to predict whether the actions taken in any restructuring will result 
in improvements to the financial condition of the Company sufficient to allow it to continue as a going 
concern.  If a Restructuring Plan is not approved and the Company fails to emerge from CCAA, the 
Company could be forced into liquidation of its assets.  Under a liquidation scenario, adjustments 
would be necessary to the carrying amounts and/or classification of assets and liabilities, in these 
unaudited condensed consolidated interim financial statements. 

The recoverability of the amounts shown for resource properties is dependent upon the existence of 
economically recoverable 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.   The Company presently has no proven or probable reserves and on the basis 
of information to date, it has not yet determined whether its properties contain economically 
recoverable ore reserves.  Consequently, the Company considers itself to be an exploration stage 
company. The Company will periodically have to raise funds to continue operations and, although it 
has been successful in doing so in the past, there is no assurance it will be able to do so in the future. 

As at September 30, 2013, the Company had an accumulated deficit of $61,742,491 (December 31, 
2012 - $29,188,156) and a working capital deficiency of $24,037,294 (December 31, 2012 - 
$14,566,791) including current debt obligations of $17,853,927 (December 31, 2012 - $13,411,298). 
These factors represent a material uncertainty that may cast substantial doubt about the Companyôs 
ability to continue as a going concern. The Company will be required to raise funds through the 
issuance of equity or debt, successfully develop and implement a Restructuring Plan in the CCAA 
proceedings and/or be successful in the development of the Treasure Mountain Mine and Merritt Mill. 
Realization values may be substantially different from carrying values as shown and the Companyôs 
consolidated financial statements do not give effect to adjustments that would be necessary to the 
carrying values and classification of assets and liabilities should the Company be unable to continue as 
a going concern.  Further, a Court approved restructuring plan in the CCAA proceedings could 
materially change the carrying amounts and classifications reported in the unaudited condensed 
consolidated interim financial statements. 

Management believes that these actions continue to make the going concern basis appropriate.  
However, it is not possible to predict the outcome of these proceedings and accordingly, substantial 
doubt exists as to whether the Company will be able to continue as a going concern.  Further, it is not 
possible to predict whether the actions taken in any restructuring will result in improvements to the 
financial condition of the Company sufficient to allow it to continue as a going concern.  If the Company 
is unable to obtain the necessary financing or if a restructuring plan is not approved and the Company 
fails to emerge from CCAA, the Company could be forced into bankruptcy and result in the liquidation 
of the Companyôs and its subsidiaries assets. 



HULDRA SILVER INC. 
Notes to the Condensed Consolidated Interim Financial Statements 
For the three and nine months ended September 30, 2013 and 2012 
(Unaudited)  
(Expressed in Canadian dollars) 

 

 

 

1. NATURE OF OPERATIONS, CREDITOR PROTECTION AND GOING CONCERN (contôd) 

If the ñgoing concernò assumption were not appropriate for such financial statements, then significant 
adjustments would be necessary in the carrying amounts and/or classification of assets and liabilities. 

2. BASIS OF PRESENTATION 

a) Statement of compliance with International Financial Reporting Standards 

These unaudited condensed consolidated interim financial statements of Huldra have been 
prepared in accordance with International Accounting Standards (ñIASò) 34, Interim Financial 
Reporting on a basis consistent with the accounting policies disclosed in Note 3.  Effective January 
1, 2013, the Company adopted IFRS 10, IFRS 11, IFRS 12, and IFRS 13.  There was no 
significant impact upon adoption of these standards. 

These unaudited condensed consolidated interim financial statements should be read in 
conjunction with the audited consolidated financial statements of the Company for the year ended 
December 31, 2012 prepared in accordance with IFRS.  

These unaudited condensed consolidated interim financial statements have been authorized for 
release by the Companyôs Board of Directors on November 20, 2013 

Basis of consolidation 

These unaudited condensed consolidated interim financial statements include the accounts of the 
Company and its wholly-owned subsidiaries, Huldra Holdings Inc. (formerly 0906262 B.C. Ltd) 
(ñHuldra Holdingsò), 0913103 B.C. Ltd., Huldra Properties Inc. (formerly Craigmont Holdings Ltd.), 
and Thule Copper Corporation. All inter-company balances and transactions are eliminated on 
consolidation. 

b) Basis of Measurement 

These unaudited condensed consolidated interim financial statements are presented in Canadian 
dollars, which is also the Companyôs and all its subsidiaries functional currency and have been 
prepared on a historical cost basis, except for the Waterton derivative liability and the warrant 
liability, both of which are carried at fair value. 

c) Use of Estimates and Judgments 

The preparation of the unaudited condensed consolidated interim financial statements in 
conformity with IFRS requires management to make judgments and estimates which affect the 
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the 
date of the unaudited condensed consolidated interim financial statements and the reported 
amounts of revenues and expenses during the reporting period.  The judgments that have the 
most significant effect on the amounts recognized in the Companyôs unaudited condensed 
consolidated interim financial statements are as follows: 

i) Determination that the Company is in the exploration stage 

As at and during the period ended September 30, 2013, a majority of the Companyôs mineral 
resources are inferred whereby the economic viability of such resources cannot be determined.  
Accordingly, the removal of mill feed from the Companyôs Treasure Mountain project is considered 
exploration and evaluation activity, and as such, all costs associated with the removal of this mill 
feed are expensed as exploration costs. 

 



HULDRA SILVER INC. 
Notes to the Condensed Consolidated Interim Financial Statements 
For the three and nine months ended September 30, 2013 and 2012 
(Unaudited)  
(Expressed in Canadian dollars) 

 

 

2. BASIS OF PRESENTATION (contôd) 

ii) Commencement of commercial production 

During the commissioning of the Companyôs mill, costs incurred are capitalized as property, plant 
and equipment, and any consideration from commissioning sales are offset against costs 
capitalized.  The Company will declare that the mill is in commercial production once 216 tons of 
lead/silver concentrate is produced in a 30 day period.  The Company announced that as of March 
26, 2013, it had achieved commercial production of the mill based on the then current production 
levels.  

The significant areas requiring the use of management estimates relate to the estimated metal 
contained in the Companyôs concentrate shipments, the estimated provisional pricing, the 
assumptions used in assigning value to the land, permits, and mineral rights acquired upon the 
acquisition of Craigmont Holdings Ltd., the valuation of the Waterton debt obligation, the valuation 
of the warrants issued to Waterton, the estimated useful lives of the mineral interest and milling 
and other permits, the estimate of the asset retirement obligation, and the assumptions used in 
determining the fair value of share based compensation. 

iii)  Impairment 

As of June 26, 2013, the Company put its mine and mill on care and maintenance.  In the 
preparation of these interim financial statements, certain indicators of potential impairment were 
identified, and a review of the carrying amounts of non-current non-financial assets has been 
carried out as a result. See Note 8 for details on the significant judgments, estimates and 
assumptions applied in carrying out this review. 

3. SIGNIFICANT ACCOUNTING POLICIES    

a) Cash and Cash Equivalents 

Cash and cash equivalents includes cash on hand and all highly liquid investments that are readily 
convertible into cash with maturity dates not exceeding 90 days from the date of issuance. 

b) Restricted Cash 

Cash is considered to be restricted as it is subject to rights of a government agency. 

c) Property, Plant and Equipment 

On initial recognition, property, plant and equipment (ñPPEò) are valued at cost, being the purchase 
price and directly attributable costs of acquisition or construction required to bring the asset to the 
location and condition necessary to be capable of operating in the manner intended by the 
Company, including appropriate borrowing costs and the estimated present value of any future 
unavoidable costs of dismantling and removing items. 

Property, plant and equipment is subsequently stated at cost less accumulated depreciation, less 
any accumulated impairment losses, with the exception of land which is not depreciated. 

Subsequent costs are included in the assetôs carrying amount or recognized as a separate asset, 
as appropriate, only when it is probable that future economic benefits associated with the item will 
flow to the Company and the cost can be measured reliably. The carrying amount of a replaced 
asset is derecognized when replaced. Repairs and maintenance costs are charged to the 
statement of operations and comprehensive loss during the financial period in which they are 
incurred. 



HULDRA SILVER INC. 
Notes to the Condensed Consolidated Interim Financial Statements 
For the three and nine months ended September 30, 2013 and 2012 
(Unaudited)  
(Expressed in Canadian dollars) 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (contôd) 

The Company allocates the amount initially recognized in respect of an item of property, plant, and 
equipment to its significant parts and depreciates separately each part. Residual values, method of 
depreciation and useful lives of the assets are reviewed annually and adjusted if appropriate. 

Gains and losses on disposal of an item of property, plant, and equipment are determined by 
comparing the proceeds from disposal with the carrying amount of the asset and are recognized 
within operating expenses in the statement of operations and comprehensive loss. During the year, 
no depreciation was recognized on the mill or milling permits as the mill was still in the 
commissioning phase and not available for its intended use. 

Property, plant and equipment are depreciated using the following methods: 

Automotive equipment 30% declining balance 
Camp and other site infrastructure 5 years straight line 
Furniture and office equipment 20% declining balance 
Computers 20% declining balance 
Heavy machinery and equipment 5 years straight-line 

 

d) Impairment of Non-financial Assets 

At the date of each statement of financial position, the carrying amounts of the Companyôs non-
financial assets are reviewed to determine whether there is any indication that those assets are 
impaired. If any such indication exists, the recoverable amount of the asset is estimated in order to 
determine the extent of the impairment, if any. Where the asset does not generate cash flows that 
are independent from other assets, the Company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. 

An assetôs recoverable amount is the higher of fair value less costs to sell and value in use. Fair 
value is determined as the amount that would be obtained from the sale of the asset in an armôs 
length transaction between knowledgeable and willing parties. In assessing value in use, the 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that 
reflects current market assessments of the time value of money and the risks specific to the asset. 
If the recoverable amount of an asset or cash-generating unit is estimated to be less than its 
carrying amount, the carrying amount of the asset is reduced to its recoverable amount and the 
impairment loss is recognized in the statement of operations and comprehensive loss for the 
period. 

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the 
increased carrying amount does not exceed the carrying amount that would have been determined 
had no impairment loss been recognized for the asset (or cash-generating unit) in prior years. A 
reversal of an impairment loss is recognized immediately in the statement of operations and 
comprehensive loss. 

e) Mineral Interests 

The Company follows the method of accounting for its mineral interests whereby all costs related 
to acquisition and site restoration are capitalized by project, net of recoveries received. The 
amounts shown as mineral interests represent costs incurred to date less amounts written off, and 
do not necessarily represent present or future values. These costs will be amortized against 
revenue from future production or written off if the interest is abandoned or sold. The ultimate 
recoverability of amounts capitalized for mineral interests is dependent upon the delineation of 
economically recoverable ore reserves, the Companyôs ability to obtain the necessary financing to 
complete development and realize profitable production or proceeds from the disposition thereof.  



HULDRA SILVER INC. 
Notes to the Condensed Consolidated Interim Financial Statements 
For the three and nine months ended September 30, 2013 and 2012 
(Unaudited)  
(Expressed in Canadian dollars) 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (contôd) 

Managementôs estimates of recoverability of the Companyôs investment in various mineral interests 
have been based on current conditions. However, it is reasonably possible that changes could 
occur in the near term which could adversely affect managementôs estimates and may result in 
future write-downs of capitalized property carrying values. 

f) Exploration and Evaluation Expenditures 

Exploration and evaluation expenditures (ñE&Eò) excluding mineral interest acquisition and site 
restoration costs are charged to the statement of operations and comprehensive loss as incurred. 
When it has been established that a mineral deposit is commercially mineable and a decision has 
been made to formulate a mining plan (which occurs upon completion of a positive economic 
analysis of the mineral deposit), the costs subsequently incurred to develop the mine on the 
property prior to the start of the mining operations are capitalized. Any recoveries received that 
relate to exploration costs are recorded as a recovery of such costs. 

g) Borrowing Costs 

Interest and financing costs on debt or other liabilities that are directly attributable to the 
acquisition, construction and development of a qualifying asset are capitalized to the asset. 
 
On commencement of commercial production, the interest and financing costs are amortized over 
the life of the qualifying asset. All other borrowing costs are expensed as incurred. 

h) Sales of Concentrate 

Amounts associated with the sale of concentrate are recognized when all significant risks and 
rewards of ownership of the concentrate are transferred to the customer. This occurs when the 
concentrate has been delivered to the customer and collectability is reasonably assured.  The 
sales relating to the mill feed used during the mill commissioning process are credited against the 
cost of the mill.  All other sales are recognized as a recovery of exploration costs given that the 
Company has not yet completed a positive economic analysis of its mineral interests. 
 
The Companyôs concentrate sales contracts provided for a provisional payment based upon 
provisional assays and quoted metal prices.  Final settlement is based on applicable commodity 
prices set on specified quoted periods, which occur two months after the shipment arrives at the 
smelter and is based on average metal prices.  For this purpose, the selling price can be measured 
reliably for the Companyôs silver, lead, and zinc sales as there exists an active and freely traded 
commodity exchange such as the London Metals Exchange and the value of product sold by the 
Company is directly linked to the form in which it is traded on that market. 
 
Sales amounts are commonly subject to adjustments based on an inspection of the product by the 
customer.  In such cases, the sales amount is initially recognized on a provisional basis using the 
Companyôs best estimate of contained metal, and adjusted subsequently.  The amounts 
recognized on provisionally priced sales are recognized as estimates of the fair value of the 
consideration receivable based on forward market prices.  At each reporting date, provisionally 
priced metal is marked to market based on the forward selling price for the quoted period 
stipulated in the contract.  Variations between the price recorded at the shipment date and the 
actual final price set under the smelting contracts are caused by changes in metal prices and result 
in an embedded derivative in the accounts receivable.  The embedded derivative is recorded at fair 
value each period until final settlement occurs, with the fair value adjustments recognized in the 
statement of operations and comprehensive loss as mark to market adjustments on provisionally 
priced contracts. 
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3. SIGNIFICANT ACCOUNTING POLICIES (contôd) 
 
Treatment charges under the Companyôs concentrate sales agreement are netted against the 
sales amount recognized based on the estimated value of the contained metal. 

i) Financial Instruments 

Financial assets and financial liabilities are recognized on the statements of financial position when 
the Company becomes a party to the contractual provisions of the financial instrument. 

 
Financial assets 

 
Financial assets are classified into one of the following categories, depending on the purpose for 
which the asset was acquired. The Company's accounting policy for each category is as follows: 
 
Fair value through profit or loss - This category comprises derivatives, or financial assets acquired 
or incurred principally for the purpose of selling or repurchasing in the near term. They are carried 
in the statements of financial position at fair value with changes in fair value recognized in the 
statement of operations and comprehensive loss. 
 
Loans and receivables - These assets are non-derivative financial assets with fixed or 
determinable payments that are not quoted in an active market. They are classified as current 
assets or non-current assets based on their maturity date. They are carried at amortized cost using 
the effective interest rate method less any provision for impairment. Individually significant 
receivables are considered for impairment when they are past due or when other objective 
evidence is received that a specific counterparty will default. The Companyôs cash and cash 
equivalents, short-term investments, amounts receivable and restricted cash are included in this 
category of financial assets. 
 
Held-to-maturity investments - These assets are non-derivative financial assets with fixed or 
determinable payments and fixed maturities that the Company's management has the positive 
intention and ability to hold to maturity. These assets are measured at amortized cost using the 
effective interest 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 statement of 
operations and comprehensive income or loss. At September 30, 2013, the Company has not 
classified any financial assets as held-to-maturity investments. 

 
Available-for-sale investments - Non-derivative financial assets not included in the above 
categories are classified as available-for-sale. They are carried at fair value with changes in fair 
value recognized as other comprehensive income and classified as a component of equity. Where 
a decline in the fair value of an available-for-sale financial asset constitutes objective evidence of 
impairment, the amount of the loss is removed from equity and recognized in the statement of 
operations and comprehensive loss. When financial assets classified as available-for-sale are sold, 
the accumulated fair-value adjustments recognized in other comprehensive income are included in 
the statement of operations and comprehensive loss. At September 30, 2013, the Company has 
not classified any financial assets as available-for-sale. 
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3. SIGNIFICANT ACCOUNTING POLICIES (contôd) 
 
All financial assets except for those classified as fair value through profit or loss are subject to 
review for impairment at least at each reporting date. Financial assets are impaired when there is 
any objective evidence that a financial asset or a group of financial assets is impaired. Different 
criteria to determine impairment are applied for each category of financial assets, which are 
described above. 
 
Financial liabilities 
 
The Company classifies its financial liabilities into one of two categories, depending on the purpose 
for which the liability was incurred. The Company's accounting policy for each category is as 
follows: 
 
Fair value through profit or loss - This category comprises derivatives or liabilities acquired or 
incurred principally for the purpose of selling or repurchasing 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 operations and comprehensive loss. At September 30, 2013, the Company has 
classified the derivative liabilities and the warrant liability associated with the Waterton debt in this 
category as well as the derivative liabilities associated with the Debtor-In-Possession debt. 
 
Other financial liabilities - This category includes due to directors, accounts payable, and accrued 
liabilities and the Craigmont obligation, all of which are recognized at amortized cost using the 
effective interest method.  At September 30, 2013, the Company has classified the current portion 
of the Waterton debt in this category. 
 
Transaction costs in respect of financial instruments at fair value through profit or loss are 
recognized in the statement of operations and comprehensive losses immediately, while 
transaction costs associated with all other financial instruments are included in the initial 
measurement of the financial instrument. 

j) Share Capital 

Common shares are classified as equity. Incremental costs directly attributable to the issue of 
common shares and share options are recognized as a deduction from equity, net of tax, from the 
proceeds. 

k) Share-based Payments 

The Company has a stock option plan (the ñStock Option Planò) that is described in Note 16a). The 
Stock Option Plan allows directors, officers, employees and consultants of the Company to acquire 
shares of the Company. The fair value of stock options granted is recognized as an employee or 
consultant expense with a corresponding increase in equity. An individual is classified as an 
employee when the individual is an employee for legal or tax purposes (direct employee) or 
provides services similar to those performed by a direct employee. 

Options issued to Employees and others providing similar services 

The fair value of employee stock options are measured at grant date, and each tranche is 
recognized using the graded vesting method over the period during which the stock options vest. 
The fair value at grant date is determined using a Black-Scholes option pricing model that takes 
into account the exercise, the term of the stock option, the impact of dilution, the share price at 
grant date and expected volatility of the underlying share, the expected dividend yield and the risk 
free interest rate for the term of the stock option. 
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3. SIGNIFICANT ACCOUNTING POLICIES (contôd) 

Options issued to Non-Employees 

Options issued to non-employees are measured based on the fair value of the goods or services 
received, at the date of receiving those goods or services. If the fair value of the goods or services 
cannot be estimated reliably, the stock options are measured by determining the fair value of the 
stock options granted, using a Black-Scholes option pricing model. 

l) Income Taxes 

Income tax comprises current and deferred tax. Income tax is recognized in the statement of 
operations and comprehensive loss except to the extent that it relates to items recognized directly 
in equity, in which case the income tax is also directly recognized as equity. 

Current tax expense is the expected tax payable on the taxable income for the year, using tax 
rates enacted or substantively enacted at the end of the reporting period, and any adjustments to 
tax payable in respect of previous years. 

Deferred tax is provided using the 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 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 balance sheet date. 

The carrying amount of deferred tax assets are reviewed at the end of each reporting period and 
reduced to the extent it is no longer probable that sufficient taxable profit will be available to allow 
all or part of the deferred income tax asset to be utilized.  Unrecognized deferred tax assets are 
reassessed at the end of each reporting period and are recognized to the extent it becomes 
probable that future taxable profit will be available to allow the deferred tax asset to be recovered. 

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset, and 
they relate to the income taxes levied by the same tax authority and the Company intends to settle 
current tax liabilities and assets on a net basis or their tax assets and tax liabilities will be realized 
simultaneously. 

Deferred income tax liabilities are recognized for all taxable temporary differences, except where 
the deferred income tax liability arises from the initial recognition of an asset or liability in a 
transaction that is not a business combination and, at the time of the transaction, affects neither 
the accounting profit nor taxable profit. 

m) Provisions 

Provisions are recognized where a legal or constructive obligation has been incurred as a result of 
past events; it is probable that an outflow of resources embodying economic benefit will be 
required to settle the obligation; and a reliable estimate of the amount of the obligation can be 
made. If material, provisions are measured at the present value of the expenditures expected to be 
required to settle the obligation. The increase in any provision due to passage of time is 
recognized as finance costs in the statement of operations and comprehensive loss. 
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3. SIGNIFICANT ACCOUNTING POLICIES (contôd) 

n) Asset Retirement Obligation 

The Company records the present value of estimated costs of legal and constructive obligations 
required to restore the site in the period in which the obligation is incurred. The nature of these 
restoration activities include dismantling and removing structures, rehabilitating mines and the 
tailings dam, dismantling facilities, closure of plant and waste sites and restoration, reclamation 
and re-vegetation of affected areas. 

The obligation for mine closure activities are estimated by the Company using mine closure plans 
or other similar studies which outline the requirements that will be carried out to meet the 
obligations. Since the obligations are dependent on the laws and regulations of the countries in 
which the mines operate, the requirements could change as a result of amendments in the laws 
and regulations relating to environmental protection and other legislation affecting resource 
companies. 

As the estimate of the obligations is based on future expectations, a number of assumptions and 
judgments are made by management in the determination of closure provisions. The closure 
provisions are more uncertain the further into the future the mine closure activities are to be carried 
out. 

The present value of decommissioning and site restoration costs are recorded as a non-current 
liability. The provision is discounted using a real, risk free pre-tax discount rate. Charges for 
accretion and restoration expenditures are recorded as operating activities. In subsequent periods, 
the carrying amount of the liability is accreted by a charge to the statement of operations and 
comprehensive loss to reflect the passage of time and the liability is adjusted to reflect any 
changes in the timing of the underlying future cash flows. 

Changes to the obligation resulting from any revisions to the timing or amount of the original 
estimate of undiscounted cash flows are recognized as an increase or decrease in the 
decommissioning provision, and a corresponding change in the carrying amount of the related 
long-lived asset. Where rehabilitation is conducted systematically over the life of the operation, 
rather than at the time of closure, or provision is made for the estimated outstanding continuous 
rehabilitation work at each balance sheet date the cost is charged to the statement of operations 
and comprehensive loss. 

Costs for restoration of subsequent site damage which is created on an ongoing basis during 
production are provided for at their net present values and charged against the statement of 
operations and comprehensive loss as extraction progresses. 

o) Flow-Through Shares 

Current Canadian tax legislation permits mining entities to issue flow-through shares to investors.  
Flow-through shares are securities issued to investors whereby the deductions for tax purposes 
related to exploration and evaluation expenditures may be claimed by investors instead of the 
entity.  The issue of flow-through shares is in substance an issue of ordinary shares and the sale of 
tax deductions.  At the time the Company issues flow-through shares, the sale of tax deductions is 
deferred and presented as other liabilities in the statement of financial position to recognize the 
obligation to incur and renounce eligible resource exploration and evaluation expenditures.  The 
tax deduction is measured as the difference between the current market price of the Companyôs 
common shares and the issue price of the flow-through share.  Upon incurring and renouncing 
eligible resource exploration and evaluation expenditures, the Company recognizes the sale of tax 
deductions as a flow-through share premium on the statement of operations and comprehensive 
loss and reduces the liability. 
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3. SIGNIFICANT ACCOUNTING POLICIES (contôd) 

p) Flow-Through obligation 

Flow-through obligations are comprised of the Companyôs various tax penalties and 
indemnification liabilities relating to the deficiencies in incurring on a timely basis the appropriate 
amount of qualifying exploration expenditures required related to past flow-through share 
issuances.  The Company may also be required to indemnify the holders of such shares for any 
tax and other costs payable by them in the event the Company has not made required exploration 
expenditures. 

Flow-through obligations have been created based on the Companyôs internal estimates of the 
maximum tax penalties and indemnification liabilities the Company could be subject to.  
Assumptions, based on the current tax regulations, have been made which management believes 
are a reasonable basis upon which to estimate the future liability.   

q) Loss per Share 

Basic and diluted loss per share is calculated by dividing the loss attributable to common 
shareholders of the Company by the weighted average number of common shares outstanding 
during the period. For all periods presented, the loss available to common shareholders equals the 
reported loss. Diluted loss per share does not adjust the loss attributable to common shareholders 
when the effect is anti-dilutive. 

As the Company incurred net losses in all periods presented, the stock options and share 
purchase warrants as disclosed in Notes 16 and 15 respectively, were not included in the 
computation of diluted loss per share as their inclusion would be anti-dilutive. 

r) Related Party Transactions 

Parties are considered to be related if one party has the ability, directly or indirectly, to control the 
other party or exercise significant influence over the other party in making financial and operating 
decisions. Related parties may be individuals or corporate entities. A transaction is considered to 
be a related party transaction when there is a transfer of resources, services or obligations. 

s) Operating Segments 

The Company operates in one segment being the exploration and development of its mineral 
exploration properties.  All of the Companyôs assets are located in Canada. 

t) New Standards, Amendments and Interpretations not yet Effective 

The following is an overview of accounting standard changes the Company will be required to 
adopt in future years.  The Company will not adopt any of these standards before their effective 
dates.  The adoption of these standards is not expected to have a material impact on the 
Companyôs consolidated financial statements. Some updates that are not applicable or are not 
consequential to the Company may have been excluded from the list below. 

IFRS 9 ï Financial Instruments Disclosure 

IFRS 9 Financial Instruments introduces new requirements for the classification and measurement of 
financial assets.  IFRS 9 requires all recognized financial assets that are within the scope IAS 39 
Financial Instruments: Recognition and Measurement to be subsequently measured at amortized cost 
or fair value.  Specifically, financial assets that are held with a business model whose objective is to 
collect the contractual cash flows, and that have contractual cash flows that are solely payment of 
principal and interest on the principal outstanding, are generally measured at amortized cost at the end 
of subsequent accounting periods.  All other financial assets including equity investment are measured 
at their fair values at the end of subsequent accounting periods. 
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3. SIGNIFICANT ACCOUNTING POLICIES (contôd) 

Requirements for financial liabilities were added in October 2010 and they largely carried forward 
existing requirements in IAS 39, except that fair value changes due to credit risk for liabilities 
designated at fair value through profit and loss would generally be recorded in other comprehensive 
earnings (loss). 

IFRS 9 is effective for annual periods beginning on or after January 1, 2015.  The Company will 
continue to evaluate the impact of this standard on its consolidated financial statements. 

4. CASH AND CASH EQUIVALENTS 
 
The Companyôs cash and cash equivalents at September 30, 2013 consisted of cash of $312,911 and 
cash equivalents of $nil (December 31, 2012 - cash of $883,169 and cash equivalents of $nil). 
 

  
5. AMOUNTS RECEIVABLE 
 

  September 30, 2013  December 31, 2012 

     
Accounts receivable from 
concentrate sales  $             87,808 

 
$      593,215 

Other receivable            8,299           1,298 

HST receivable, (net)  41,224                          326,917 

METC receivable      1,055,091     1,820,586 

  $   1,192,422  $   2,742,016 
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6. PROPERTY, PLANT AND EQUIPMENT 
 

 

Land and 
Permits 

Camp and 
Other Site 

Infrastructure 

Ore Processing 
Mill Deposit & 
Construction 

Heavy 
Machinery 

and 
Equipment Computers 

Furniture 
and Office 
Equipment TOTAL 

 $ $ $ $ $ $ $ 

Cost        

Balance at January 1, 
2012 7,928,461 723,225 6,110,863 1,530,290 6,329 4,731 16,303,899 

Additions 415,062 5,941 14,296,054 281,536 40,587 ð 15,039,180 
Recoveries from sales    

of concentrate ð ð (1,070,242) ð ð ð (1,070,242) 

Disposals ð (10,760) ð ð ð ð (10,760) 

Balance at December 31, 
2012 8,343,523 718,406 19,336,675 1,811,826 46,916 4,731 30,262,077 

Additions 39,526 ð 3,025,685 73,007 ð ð 3,138,218 

Disposals ð ð (6,840) ð ð ð (6,840) 
Recoveries from sales 

of concentrate ð ð (3,820,821) ð ð ð (3,820,821) 

Write-downs (2,682,079) (476,138) (15,889,009) ð ð ð (19,047,226) 

Balance at September 
30, 2013 5,700,970 242,268 2,645,690 1,884,833 46,916 4,731 10,525,408 

        

        
Accumulated 
Depreciation        

Balance at January 1, 
2012 ð 57,408 ð 148,819 2,219 845 209,291 

Depreciation for the 
period ð 136,359 ð 358,380 3,588 796 499,123 

Reclassification ð (2,690) ð ð ð ð (2,690) 

Balance at December 31, 
2012 ð 191,077 ð 507,199 5,807 1,641 705,724 

Depreciation  for the 
period ð 101,751 ð 274,653 5,864 440 382,708 

Write-downs ð (194,078) ð ð ð ð (194,078) 

Balance at September 
30, 2013 ð 98,750 ð 781,852 11,671 2,081 894,354 

        

Carrying Amounts        

At January 1, 2012 7,928,461 665,817 6,110,863 1,381,471 4,110 3,886 16,094,608 

At December 31, 2012 8,343,523 527,329 19,336,675 1,304,627 41,109 3,090 29,556,353 

At September 30, 2013 5,700,970 143,518 2,645,690 1,102,981 35,245 2,650 9,631,054 

 
 

On February 24, 2011, the Company, under a purchase and sale agreement, completed the 
acquisition of four district lots located at Treasure Mountain, British Columbia for a total consideration 
of $350,000 consisting of $200,000 cash and 130,765 common shares of the Company having a total 
value of $150,000. Additionally, property transfer tax paid of $3,500 was added to the cost base. 
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6. PROPERTY, PLANT AND EQUIPMENT (contôd) 

On May 5, 2011, the Company completed the definitive strategic acquisition agreement dated March 
30, 2011 (the ñOriginal Agreementò) with Craigmont Holdings Ltd. (ñCraigmontò) and a wholly owned 
subsidiary of the Company whereby the Company acquired 100% of the shares (the ñCraigmont 
Sharesò) of Craigmont. The Company paid the vendors consideration consisting of cash of $500,000, 
the issuance of 372,000 shares of the Company with a value of $500,000 and the granting of a non-
interest bearing vendor mortgage where $3,000,000 was payable on January 31, 2012 and $3,100,000 
(net of estimated environmental remediation costs of $900,000) was payable on January 31, 2013. 
Because the vendor mortgage was non-interest bearing, the Company discounted the repayment 
amounts at a discount rate of 14%, such that the amount recorded for the mortgage on the date of the 
transaction was $5,164,724. This value has been accreted to face value and capitalized as a 
borrowing cost relating to the acquisition of the assets acquired at a rate of 14% over the term of the 
mortgage. With regards to the allocation of consideration, the Company allocated $7,064,724 to land 
and permits, $900,000 to asset retirement obligation (see Note 9), $200,000 to mineral interests and 
$200,000 to accrued liabilities relating to the continuing interest retained by the vendors in the mineral 
interests. 
 
In connection with the closing of the acquisition of Craigmont, the Company caused Craigmont to 
guarantee the obligation of the Company to pay the amounts outstanding to the vendors; and a 
mortgage in favour of the vendors over the seven parcels of land owned by Craigmont as security for 
such guarantee. The vendors agreed that, upon payment of the $3,000,000 due to the vendors on 
January 31, 2012, the vendors would discharge the mortgage with respect to all of the parcels of land 
except for two parcels. Until such payment was made, the Company was not entitled to cause any 
secondary charges to be placed on the titles to any of the mortgaged parcels of land. The vendors 
continued to hold a mortgage over those two parcels until the balance of the cash consideration owing 
under the purchase agreement was paid to the vendors. 
 
On January 31, 2012, the repayment terms of the vendor mortgage were amended.  Pursuant to the 
terms of the amended agreement, the parties agreed to revise the time in which the vendors may 
recover magnetite from the Companyôs milling property and to extend and amend payments due to the 
vendors by the Company.  
 
Under the amended agreement, the $3,000,000 payment originally due January 31, 2012, was split 
into two installments where the first installment of $800,000 was payable on January 31, 2012 and the 
second installment of $2,200,000 was payable upon the earlier of (i) the commissioning of the 
Companyôs mill and (ii) June 30, 2012.  The first installment was paid by the Company on January 31, 
2012 and the second installment was paid in two payments, where $500,000 was paid May 24, 2012 
and the remaining $1,700,000 was paid on June 29, 2012.  
 
In addition, the payment originally due January 31, 2013 was also amended such that $3,100,000 (net 
of estimated environmental remediation costs of $900,000) was payable January 31, 2013 and the 
Company was required to pay the vendors on or prior to June 30, 2014, a final adjustment amount to 
reimburse the vendors for any site remediation undertaken by the vendors prior to June 30, 2014.  The 
Company has recognized the estimated environmental remediation costs associated with the site as 
part of its asset retirement obligation (see Note 9). 
 
 



HULDRA SILVER INC. 
Notes to the Condensed Consolidated Interim Financial Statements 
For the three and nine months ended September 30, 2013 and 2012 
(Unaudited)  
(Expressed in Canadian dollars) 

 

 

6. PROPERTY, PLANT AND EQUIPMENT (contôd) 
 
On February 12, 2013, the Company entered into a second amending agreement to the Original 
Agreement, pursuant to which the final payment was extended and made in three equal payments, as 
follows:  

 
(i)  $1,000,000 on or prior to February 12, 2013; 
(ii) $1,000,000 on or prior to February 28, 2013; and 
(iii) $1,100,000 on or prior to April 1, 2013 (net of agreed upon estimated 

remediation costs of $900,000) less any payment made to the vendor from 
gravel sales during the period from May 5, 2011 to January 31, 2013. 

 
For consideration, the Company paid interest at a rate of 5% per annum on the amounts outstanding 
after February 12, 2013 until payment was received by the vendors. 
 
On April 8, 2013, the Company made the final payment owing on the Craigmont obligation.  All 
payments have been made and the mortgage on the Craigmont Property has been discharged. 
 
 

7. MINERAL INTERESTS 
 

Upon incorporation in 1980, the Company acquired from two directors in consideration of 750,000 
common shares, a 100% interest in 38 mineral claims at Treasure Mountain, located 27 km east of 
Hope, British Columbia.  These 38 mineral claims, or their subsequent conversions, covering the area 
of the developed vein deposit, the projected vein extensions and several other exploration targets, 
have been maintained in continuous good standing since 1980. In May 2011, the Company acquired a 
100% interest in 20 mineral claims and 10 mineral leases through its 100% share acquisition of 
Craigmont. 
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7. MINERAL INTERESTS (contôd) 
 
The Companyôs group of claims consists of the following: 

 
 September 30, 

   2013 
     $ 

   December 31, 
 2012 

$ 

     

a) The Company acquired from its directors the Treasure Mountain 
group of claims located in the Similkameen Mining Division of 
British Columbia for a consideration of 750,000 shares at $0.01 
per share.  7,500  7,500 

     

b) The Company acquired a Crown Grant mineral claim to Lot 
1210 in the Yale Mining Division contiguous to the Treasure 
Mountain Claims known as the "Eureka" for cash consideration 
of $14,437.  14,437  14,437 

     
c) The Company acquired the surface rights to Lot 1209 located in 

the Yale Mining Division of British Columbia known as the 
ñWhynot Fractionò for cash consideration of $39,500.  39,500  39,500 

     
d) The Company acquired 20 mineral claims and 10 mineral 

leases as part of its 100% share acquisition of Craigmont. Of 
the total consideration, $200,000 was allocated to the mineral 
claims and mineral leases.  200,000  200,000 

     

e) Provision for Treasure Mountain reclamation.  505,100  505,100 

  766,537  766,537 
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7. MINERAL INTERESTS (contôd) 

Cumulative exploration costs incurred are as follows: 

 

 
 

Three Months 
Ended September 30, 

 
 

Nine Months 
Ended September 30, 

 2013         2012         2013         2012 
  $  $  $  $ 

     
EXPLORATION COSTS, beginning of 
period 21,419,969 14,837,304 18,356,006 10,881,717 
     
Costs incurred during the period     
Engineering - 66,337 96,910 185,068 
Insurance 21,269 13,846 46,152 36,584 
Meals and travel living allowance 385 118 2,085 4,676 
Property tax 54,911 6,870 164,753 20,627 
Assessment work and assay costs 6,571 22,935 87,467 80,212 
Exploration supplies and 
camp expenses 16,784 288,430 493,907 808,435 
Water sampling 32,542 5,832 32,542 11,212 
Salaries and benefits 122,000 848,665 1,787,316 2,773,414 
Termination benefits 135,257 - 252,143 - 
Share based compensation - 382,432 - 382,432 
Construction planning 8,750 500 14,750 5,750 
Fuel and propane 13,732 102,610 435,872 498,964 
Vehicle & equipment expense 1,860 66,947 68,033 163,354 
Depreciation 128,037 126,862 381,653 369,584 
Permitting - 28,364 23,000 98,619 
Metallurgical - - - 3,000 
Road rehabilitation - - 113,075 135,151 
Drilling - - 407,051 - 
Surveying - 148,718 - 148,948 
Outsourced labor 16,163 101,667 155,631 255,503 
Tenure lease 5,497 86 13,647 1,204 
Freight - 7,521 4,578 16,608 
Equipment rentals 7,550 92,621 206,537 249,083 
Geological 10,863 37,383         134,596 55,368 
Geotechnical - - 16,933 - 
Explosives 749 82,054 168,020 244,626 
Trucking expense  - - 616,602 25,783 
Data compilation and field program - 2,500  2,500 
Mill feed processing expense 23,096 - 2,168,966 - 
Recovery of costs     (87,587) - (4,309,827) (187,819) 
     

Total costs incurred during 
the period 518,429 2,433,299 3,582,392 6,388,886 

  -   
CUMULATIVE EXPLORATION 
COSTS, end of period 21,938,398 17,270,603 21,938,398 17,270,603 

 




