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Notice to Reader

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of the interim financial 

statements, they must be accompanied by a notice indicating that the interim financial statements have not been reviewed by an auditor.

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 interim financial statements in accordance with the standards 

established by the Canadian Institute of Chartered Accountants for a review of financial statements by an entity’s auditor.



OREX MINERALS INC.

(An Exploration Stage Company)

CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION

As at October 31, 2012 and April 30, 2012

(Unaudited - Expressed in Canadian Dollars)

October 31, April 30,

2012 2012

$ $

Assets

Current

Cash 1,567,015        1,036,929        

Receivables 253,077           369,161           

Prepaid expenses and deposits 47,425             145,501           

1,867,517        1,551,591        

Loan receivable (Note 5) 100,000           -                  

Exploration and evaluation assets (Note 7) 9,701,607        9,701,607        

11,669,124      11,253,198      

Liabilities

Current

Accounts payable and accrued liabilities 139,763           523,683           

Current portion of deferred consideration (Note 4) 1,927,042        1,837,953        

2,066,805        2,361,636        

Deferred consideration (Note 4) 1,730,065        1,650,083        

3,796,870        4,011,719        

Shareholders’ equity

Share capital (Note 8) 31,580,607      29,238,448      

Reserves (Note 8) 3,341,051        3,352,764        

Deficit (27,049,404)     (25,349,733)     

7,872,254        7,241,479        

11,669,124      11,253,198      

Nature and continuance of operations (Note 1)

Commitments (Note 11)

Events after the reporting date (Note 15)

Approved by the Board of Directors and authorized for issue on November 28, 2012:

“Gary Cope” “Rick Sayers”

………………………………………………… Director ………………………………………………… Director

Gary Cope Rick Sayers

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



OREX MINERALS INC.

(An Exploration Stage Company)

CONSOLIDATED INTERIM STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

Six Months Ended October 31, 2012 and 2011

(Unaudited - Expressed in Canadian Dollars)

              Three Months Ended               Six Months Ended

               October 31,                October 31,

2012 2011 2012 2011

$ $ $ $

Exploration Expenses

Drilling -                  -                  105,064           97,607             

Geological 144,613           288,299           340,338           809,840           

Assay 6,049               11,172             189,482           21,137             

General exploration 24,492             247,676           94,491             419,527           

175,154           547,147           729,375           1,348,111        

General Expenses

Consulting fees -                  15,000             -                  30,000             

Investor relations 131,129           142,321           238,814           277,877           

Management fees (Note 12) 43,000             41,600             81,200             81,000             

Office and miscellaneous 24,987             67,400             71,821             106,183           

Professional fees 141,637           108,473           168,669           119,620           

Rent 18,000             18,000             36,000             36,000             

Share-based payment (Note 7) 3,925               -                  23,092             1,299               

Transfer agent and filing fees 10,247             6,575               12,136             8,954               

Travel and entertainment 37,719             25,326             149,513           43,254             

410,644           424,695           781,245           704,187           

Loss before other items (585,798)          (971,842)          (1,510,620)       (2,052,298)       

Other Items

(64,668)            (87,094)            (130,201)          (169,632)          

13,163             (195,881)          (38,870)            (237,510)          

Other foreign exchange loss (11,913)            (14,166)            (21,665)            (38,114)            

Interest income 1,007               1,689               1,685               6,244               

(62,411)            (295,452)          (189,051)          (439,012)          

(648,209)          (1,267,294)       (1,699,671)       (2,491,310)       

(0.02)                (0.04)                (0.04)                (0.08)                

41,632,522      32,272,652      40,719,106      32,197,038      

Loss and comprehensive loss for period

Interest expense on deferred consideration (Note 4)

Foreign exchange gain (loss) on deferred consideration (Note 4)

Basic and diluted loss per common share

Weighted average number of common shares outstanding

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



OREX MINERALS INC.

(An Exploration Stage Company)

CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

At October 31, 2012

(Unaudited - Expressed in Canadian Dollars)

Common Total 

Shares Share Capital Reserves Deficit Equity

# $ $ $ $

Balance, April 30, 2011 32,076,315      24,504,796      2,410,617        (19,192,581)     7,722,832        

Share subscriptions received -                  -                  50,000             -                  50,000             

Warrants exercised 20,000             15,000             -                  -                  15,000             

Options exercised 251,000           477,153           (336,653)          -                  140,500           

Share-based payment -                  -                  1,299               -                  1,299               

Loss and comprehensive loss -                  -                  -                  (2,491,310)       (2,491,310)       

Balance, October 31, 2011 32,347,315      24,996,949      2,125,263        (21,683,891)     5,438,321        

Private placement 6,356,000        3,728,000        150,000           -                  3,878,000        

Finders' fees 205,100           102,550           -                  -                  102,550           

Share issuance costs -                  (170,371)          -                  -                  (170,371)          

Shares issued for property 852,764           492,400           -                  -                  492,400           

Options exercised 40,000             88,920             (68,920)            -                  20,000             

Share-based payment -                  -                  1,146,421        -                  1,146,421        

Loss and comprehensive loss -                  -                  -                  (3,665,842)       (3,665,842)       

Balance, April 30, 2012 39,801,179      29,238,448      3,352,764        (25,349,733)     7,241,479        

Private placement 4,706,800        2,353,400        -                  -                  2,353,400        

Finders' fees 24,500             12,250             -                  -                  12,250             

Share issuance costs -                  (73,295)            -                  -                  (73,295)            

Options exercised 30,000             49,805             (34,805)            -                  15,000             

Share-based payment -                  -                  23,092             -                  23,092             

Loss and comprehensive loss -                  -                  -                  (1,699,671)       (1,699,671)       

Balance, October 31, 2012 44,562,479      31,580,607      3,341,051        (27,049,404)     7,872,255        

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



OREX MINERALS INC.

(An Exploration Stage Company)

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS

Three and Six Months Ended October 31, 2012 and 2011

(Unaudited - Expressed in Canadian Dollars)

              Three Months Ended               Six Months Ended

               October 31,                October 31,

2012 2011 2012 2011

$ $ $ $

Operating Activities

Net loss for period (648,209)          (1,267,295)       (1,699,671)       (2,491,310)       

Items not involving cash:

Share-based payment 3,925               -                  23,092             1,299               

Interest expense on deferred consideration 64,668             87,094             130,201           169,632           

(13,163)            195,881           38,870             237,510           

(592,779)          (984,320)          (1,507,508)       (2,082,869)       

Changes in non-cash working capital items:

(Increase) decrease in receivables (18,923)            3,706               116,083           (14,412)            

(Increase) decrease in prepaid expenses (15,559)            82,466             98,076             37,046             

-                  (87)                  -                  65                    

(309,220)          187,549           (383,920)          (9,631)              

Cash used in operating activities (936,481)          (710,686)          (1,677,269)       (2,069,801)       

Investing Activities

Issuance of loan receivable (100,000)          -                  (100,000)          -                  

Cash used in investing activities (100,000)          -                  (100,000)          -                  

Financing Activities

Issuance of share capital 2,304,855        138,000           2,307,355        205,500           

Cash provided by financing activities 2,304,855        138,000           2,307,355        205,500           

1,268,374        (572,686)          530,086           (1,864,301)       

Cash, beginning of period 298,641           1,164,358        1,036,929        2,455,973        

Cash, end of period 1,567,015        591,672           1,567,015        591,672           

Supplemental disclosure with respect to cash flows (Note 10)

Foreign exchange loss on deferred consideration

(Increase) decrease in deposits

Increase (decrease) in accounts payable and accrued liabilities

Increase (decrease) in cash during the period

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



OREX MINERALS INC. 

(An Exploration Stage Company)    

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS   

SIX MONTHS ENDED OCTOBER 31, 2012 

(Expressed in Canadian Dollars - Unaudited) 

 

 

 

 

1. NATURE AND CONTINUANCE OF OPERATIONS 

 

Orex Minerals Inc. (the “Company”) was incorporated under the laws of the Province of British Columbia, Canada 

on April 25, 1996.  The Company’s principal business activities include the acquisition and exploration of mineral 

properties in Mexico and Sweden.   

 

The head office of the Company is located at Suite 1180 - 999 West Hastings Street, Vancouver, British Columbia, 

Canada, V6C 2W2. The registered address and records office of the Company is located at Suite 1700, Park Place, 

666 Burrard Street, Vancouver, BC, Canada V6C 2X8. 

 

The Company’s financial statements and those of its controlled subsidiaries (“consolidated interim financial 

statements”) are presented in Canadian dollars.  

 
The Company is in the process of exploring and evaluating its resource properties and has not yet determined 

whether any of its properties contain ore reserves that are economically recoverable. The amounts shown for 

exploration and evaluation mineral properties do not necessarily represent present or future values. The 

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

recoverable reserves, the ability of the Company to obtain necessary financing to complete the development of those 

reserves and upon future profitable production. 

 

These consolidated interim financial statements have been prepared in accordance with International Financial 

Reporting Standards (“IFRS”) with the assumption that the Company will be able to realize its assets and discharge 

its liabilities in the normal course of business rather than through a process of forced liquidation. The Company has 

incurred losses from inception and does not currently have the financial resources to sustain operations in the long-

term. While the Company has been successful in obtaining its required funding in the past, there is no assurance that 

such future financing will be available or be available on favourable terms. These material uncertainties may cast 

significant doubt on the Company’s ability to continue as a going concern. 

 

The consolidated interim financial statements do not include adjustments to amounts and classifications of assets and 

liabilities that might be necessary should the Company be unable to continue operations. Continued operations of the 

Company are dependent on the Company's ability to receive financial support, necessary financings, or generate 

profitable operations in the future. 

 

 
 

2. BASIS OF PREPARATION 

 

These consolidated interim financial statements, including comparatives, have been prepared in accordance with 

International Accounting Standard (“IAS”) 14, “Interim Financial Reporting” using accounting policies consistent 

with IFRS as issued by the International Accounting Standards Board (“IASB”) and Interpretation issued by the 

International Financial Reporting Interpretations Committee (“IFRIC”). These consolidated interim financial 

statements have been prepared following the same accounting policies and methods of computation as the audited 

consolidated financial statements for the fiscal year ended April 30, 2012. These consolidated interim financial 

statements should be read in conjunction with the audited consolidated financial statements, and the notes thereto, for 

the year ended April 30, 2012. 

 



OREX MINERALS INC. 

(An Exploration Stage Company)    

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS   

SIX MONTHS ENDED OCTOBER 31, 2012 

(Expressed in Canadian Dollars - Unaudited) 

 

  

 

 

2. BASIS OF PREPARATION (cont’d...) 

 

The consolidated interim financial statements have been prepared on a historical cost basis, except for deferred 

consideration classified as other financial liabilities, which is recognized at amortized cost and financial instruments 

classified as financial instruments at fair value through profit and loss, which are stated at their fair value. In 

addition, these financial statements have been prepared using the accrual basis of accounting except for cash flow 

information. 

 

Critical Accounting Estimates 

 
The preparation of these consolidated interim financial statements requires management to make certain estimates, 

judgments and assumptions that affect the reported amounts of assets and liabilities at the date of the financial 

statements and the reported expenses during the period. Actual results could differ from these estimates. 

 

Significant assumptions about the future and other sources of estimation uncertainty that management has made at 

the end of the reporting period, that could result in a material adjustment to the carrying amounts of assets and 

liabilities in the event that actual results differ from assumptions made, relate to, but are not limited to, the following: 

 

a) The recoverability of receivables and loan receivable. The Company considers collectability and historical 

collection rates in estimating the recoverable amount of receivables and loan receivable. If the recoverable 

amount of receivables or loan receivable is estimated to be less than the carrying amount, the carrying amount of 

receivables or loan receivable is reduced to the recoverable amount and an impairment loss is recognized in the 

profit or loss for the period. 

 

b) The carrying value and the recoverability of exploration and evaluation mineral properties, which are included 

in the statements of financial position. The cost model is utilized and the value of the exploration and evaluation 

assets is based on the expenditures incurred. At every reporting period, management assesses the potential 

impairment which involves assessing whether or not facts or circumstances exist that suggest the carrying 

amount exceeds the recoverable amount. 

 

c) The inputs used in calculating the fair value for share-based payments expense included in profit or loss and 

share-based share issuance costs included in shareholders’ equity. The share-based payments expense is 

estimated using the Black-Scholes options-pricing model as measured on the grant date to estimate the fair value 

of stock options. This model involves the input of highly subjective assumptions, including the expected price 

volatility of the Company’s common shares, the expected life of the options, and the estimated forfeiture rate. 

 

d) The valuation of shares issued in non-cash transactions. Generally, the valuation of non-cash transactions is 

based on the value of the goods or services received.  When this cannot be determined, it is based on the fair 

value of the non-cash consideration. When non-cash transactions are entered into with employees and those 

providing similar services, the non-cash transactions are measured at the fair value of the consideration given up 

using market prices. 

 

e) The recognition of deferred tax assets.  The Company considers whether the realization of deferred tax assets is 

probable in determining whether or not to recognize these deferred tax assets. 

 

 

 



OREX MINERALS INC. 

(An Exploration Stage Company)    

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS   

SIX MONTHS ENDED OCTOBER 31, 2012 

(Expressed in Canadian Dollars - Unaudited) 

 

 

 
 

3. SIGNIFICANT ACCOUNTING POLICIES 

 

Principles of consolidation 

 

These consolidated interim financial statements include the accounts of the Company and its subsidiaries (Note 11). 

Control exists when the Company has the power, directly or indirectly, to govern the financial and operating policies 

of an entity so as to obtain benefits from its activities. The financial statements of subsidiaries are included in the 

consolidated interim financial statements from the date that control commences until the date that control ceases. All 

significant intercompany balances and transactions have been eliminated upon consolidation. 

 

Exploration and evaluation mineral properties 

 

 The Company is currently in the exploration stage with all of its mineral interests. Exploration and evaluation costs 

include the costs of acquiring concessions, costs incurred to explore and evaluate properties, and the fair value, upon 

acquisition, of mineral properties acquired in a business combination. Costs incurred before the Company has 

obtained the legal rights to explore an area are recognized in the statement of operations. 

 

 Exploration and evaluation expenditures are expensed in the period they are incurred except for expenditures 

associated with the acquisition of exploration and evaluation assets through a business combination or an asset 

acquisition. Significant property acquisition costs are capitalized only to the extent that such costs can be directly 

attributed to an area of interest where it is considered likely to be recoverable by future exploitation or sale. 

Development costs relating to specific properties are capitalized once management has made a development 

decision. 

 

 Impairment 

 

At the end of each reporting period, the Company’s assets are reviewed to determine whether there is any indication 

that those assets may be impaired. If such indication exists, the recoverable amount of the asset is estimated in order 

to determine the extent of the impairment, if any. The recoverable amount is the higher of fair value less costs to sell 

and value in use. Fair value is determined as the amount that would be obtained from the sale of the asset in an arm’s 

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 is estimated to be 

less than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount and the 

impairment loss is recognized in the profit or loss for the period. For an asset that does not generate largely 

independent cash inflows, the recoverable amount is determined for the cash generating unit to which the asset 

belongs.  

 

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is 

increased to the revised estimate of its recoverable amount, but to an amount that does not exceed the carrying 

amount that would have been determined had no impairment loss been recognized for the asset (or cash-generating 

unit) in prior years. A reversal of an impairment loss is recognized immediately in profit or loss.  

  



OREX MINERALS INC. 

(An Exploration Stage Company)    

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS   

SIX MONTHS ENDED OCTOBER 31, 2012 

(Expressed in Canadian Dollars - Unaudited) 

 

 

  

 
3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...) 

 

 Provision for environmental rehabilitation 

 
The Company recognizes liabilities for statutory, contractual, constructive or legal obligations associated with the 

retirement of mineral properties and equipment, when those obligations result from the acquisition, construction, 

development or normal operation of the assets. The net present value of future rehabilitation cost estimates arising 

from the decommissioning of plant and other site preparation work is capitalized to mining assets along with a 

corresponding increase in the rehabilitation provision in the period incurred. Discount rates using a pre-tax rate that 

reflect the time value of money are used to calculate the net present value. The rehabilitation asset is depreciated on 

the same basis as mining assets. 

 

The Company’s estimates of reclamation costs could change as a result of changes in regulatory requirements, 

discount rates and assumptions regarding the amount and timing of the future expenditures. These changes are 

recorded directly to mining assets with a corresponding entry to the rehabilitation provision. The Company’s 

estimates are reviewed annually for changes in regulatory requirements, discount rates, effects of inflation and 

changes in estimates. 

 

Changes in the net present value, excluding changes in the Company’s estimates of reclamation costs, are charged to 

profit and loss for the period. 

 

 Financial instruments 

 

 Financial assets 

 

The Company classifies its financial assets into one of the following categories, depending on the purpose for which 

the asset was acquired. The Company's accounting policy for each category is as follows: 

 

Fair value through profit or loss - This category comprises derivatives, or assets acquired or incurred principally for 

the purpose of selling or repurchasing it 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 carried at cost less any provision for impairment. Individually significant 

receivables are considered for impairment when they are past due or when other objective evidence is received that a 

specific counterparty will default.  

 

Held-to-maturity investments - These assets are non-derivative financial assets with fixed or determinable payments 

and fixed maturities that the Company's management has the positive intention and ability to hold to maturity. These 

assets are measured at amortized cost using the effective interest method. If there is objective evidence that the 

investment is impaired, determined by reference to external credit ratings and other relevant indicators, the financial 

asset is measured at the present value of estimated future cash flows. Any changes to the carrying amount of the 

investment, including impairment losses, are recognized in the statement of operations and comprehensive loss. 

  

Available-for-sale - Non-derivative financial assets not included in the above categories are classified as available-

for- sale. They are carried at fair value with changes in fair value recognized directly in equity. Where a decline in 

the fair value of an available-for-sale financial asset constitutes objective evidence of impairment, the amount of the 

loss is removed from equity and recognized in the statement of operations and comprehensive loss. 



OREX MINERALS INC. 

(An Exploration Stage Company)    

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS   

SIX MONTHS ENDED OCTOBER 31, 2012 

(Expressed in Canadian Dollars - Unaudited) 

 

 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...) 

 

 Financial instruments (cont’d...) 

 

 Financial assets (cont’d...) 

 

All financial assets except for those at fair value through profit or loss are subject to review for impairment at least at 

each reporting date. Financial assets are impaired when there is any objective evidence that a financial asset or a 

group of financial assets is impaired. Different criteria to determine impairment are applied for each category of 

financial assets, which are described above. 

 

Financial liabilities 

 

The Company classifies its financial liabilities into one of two categories, depending on the purpose for which the 

asset was acquired. The Company's accounting policy for each category is as follows:  

 

Fair value through profit or loss - This category comprises derivatives, or liabilities acquired or incurred principally 

for the purpose of selling or repurchasing it in the near term. They are carried in the statement of financial position at 

fair value with changes in fair value recognized in the statement of operations and comprehensive loss.  

 

Other financial liabilities: This category includes promissory notes, amounts due to related parties and accounts 

payable and accrued liabilities, all of which are recognized at amortized cost. 

 

 The Company has classified its cash as fair value through profit and loss. The Company’s receivables are classified 

as loans and receivables. The Company’s accounts payable and accrued liabilities and deferred consideration are 

classified as other financial liabilities.  

 

 Foreign exchange 

 

 The functional currency is the currency of the primary economic environment in which the entity operates and has 

been determined for each entity within the Company. The functional currency for all entities within the Company is 

the Canadian dollar. The functional currency determinations were conducted through an analysis of the consideration 

factors identified in IAS 21, The Effects of Changes in Foreign Exchange Rates.  

 

 Transactions in currencies other than the Canadian dollar are recorded at exchange rates prevailing on the dates of 

the transactions. At the end of each reporting period, the monetary assets and liabilities of the Company that are 

denominated in foreign currencies are translated at the rate of exchange at the balance sheet date while non-monetary 

assets and liabilities are translated at historical rates.  Revenues and expenses are translated at the exchange rates 

approximating those in effect on the date of the transactions.  Exchange gains and losses arising on translation are 

included in the statement of operations and comprehensive loss. 

 

 Share-based payments 

 

 The Company grants stock options to acquire common shares of the Company to directors, officers, employees and 

consultants.  

 

   

 

 



OREX MINERALS INC. 

(An Exploration Stage Company)    

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS   

SIX MONTHS ENDED OCTOBER 31, 2012 

(Expressed in Canadian Dollars - Unaudited) 

 

 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...) 

 

 Share-based payments (cont’d...) 

 

 The fair value of stock options granted to directors, officers, employees and consultants is measured on the date of 

grant, using the Black-Scholes option pricing model, and is recognized over the vesting period as expense, with a 

corresponding increase in equity. Consideration paid for the shares on the exercise of stock options is credited to 

share capital. 

 

In situations where equity instruments are issued to non-employees and some or all of the goods or services received 

by the entity as consideration cannot be specifically identified, they are measured at the fair value of the share-based 

payments. Otherwise, share-based payments are measured at the fair value of goods or services received. 

 

 Loss per share 

 

 The Company recognizes the dilutive effect on loss per share based on the use of the proceeds that could be obtained 

upon exercise of options, warrants and similar instruments.  It assumes that the proceeds would be used to purchase 

common shares at the average market price during the period.  For the periods presented, this calculation proved to 

be anti-dilutive. 

 

 Basic loss per share is calculated using the weighted average number of common shares outstanding during the 

period. 

 

 Income taxes 

 

Income tax on the profit or loss for the periods presented comprises current and deferred tax. 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 or 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 probable that a deferred 

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 assets and liabilities on a net basis. 

 



OREX MINERALS INC. 

(An Exploration Stage Company)    

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS   

SIX MONTHS ENDED OCTOBER 31, 2012 

(Expressed in Canadian Dollars - Unaudited) 

 

 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...) 

 

New standards adopted  

 
The following standards were adopted during the current fiscal period. 

 

IFRS 7 Financial Instruments: Disclosures ("IFRS 7") 

 
IFRS 7 was amended by the International Accounting Standards Board (“IASB”) in October 2010 and the 

amendment enhances the disclosure requirements in relation to transferred financial assets. The adoption of this 

standard did not have a material impact on the Company’s consolidated interim financial statements. 

 

IAS 1 - Presentation of Financial Statements ("IAS 1")  

 

IAS 1 was amended by the IASB in June 2011 and relates to the presentation of items in other comprehensive 

income.  Items in other comprehensive income will be required to be presented in two categories: items that will be 

reclassified into profit or loss and those that will not be reclassified.  The flexibility to present a statement of 

comprehensive income as one statement or two separate statements of profit and loss and other comprehensive 

income remains unchanged. The adoption of this standard did not have a material impact on the Company’s 

consolidated interim financial statements. 

 

IAS 12 – Income Taxes ("IAS 12")  

 

IAS 1 was amended by the IASB in December 2010 and the amendment provides a solution to determining the 

recovery of investment properties as it relates to the accounting for deferred income taxes. The adoption of this 

standard did not have a material impact on the Company’s consolidated interim financial statements. 

 

New standards not yet adopted  

 
The following standards have not yet been adopted and are being evaluated to determine their impact on the 

Company’s financial statements.  

 

IFRS 9 Financial Instruments ("IFRS 9") 

 

IFRS 9 was issued by the IASB in October 2010 and will replace IAS 39 Financial Instruments: Recognition and 

Measurement ("IAS 39").  IFRS 9 uses a single approach to determine whether a financial asset is measured at 

amortized cost or fair value, replacing the multiple rules in IAS 39.  The approach in IFRS 9 is based on how an 

entity manages its financial instruments in the context of its business model and the contractual cash flow 

characteristics of the financial assets.  Most of the requirements in IAS 39 for classification and measurement of 

financial liabilities were carried forward unchanged to IFRS 9.   The new standard also requires a single impairment 

method to be used, replacing the multiple impairment methods in IAS 39.  

 

IFRS 9 is required to be applied for annual periods beginning on or after January 1, 2013. IASB has proposed to 

move the effective date of IFRS 9 to January 1, 2015.  

 



OREX MINERALS INC. 

(An Exploration Stage Company)    

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS   

SIX MONTHS ENDED OCTOBER 31, 2012 

(Expressed in Canadian Dollars - Unaudited) 

 

  

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...)  

 

New standards not yet adopted (cont’d...)  

 

IFRS 10 Consolidated Financial Statements ("IFRS 10")  

 

For annual periods beginning on January 1, 2013, IFRS 10 will replace portions of IAS 27 Consolidated and 

Separate Financial Statements and interpretation SIC-12 Consolidation - Special Purpose Entities.  The new standard 

requires consolidated financial statements to include all controlled entities under a single control model. The 

Company will be considered to control an investee when it is exposed, or has rights to variable returns from its 

involvement with the investee and has the current ability to affect those returns through its power over the investee.   

As required by this standard, control is reassessed as facts and circumstances change.  Additional guidance is given 

on how to evaluate whether certain relationships give the Company the current ability to affect its returns, including 

how to consider options and convertible instruments, holding less than a majority of voting rights, how to consider 

protective rights, and principal agency relationships (including removal rights), all which may differ from current 

practice.  

 

IFRS 10 is required to be applied for annual periods beginning on or after January 1, 2013, with earlier adoption 

permitted. The Company has not yet assessed the impact of the standard or determined whether it will adopt the 

standard early.  

 

IFRS 11 Joint Arrangements ("IFRS 11”) 

 

IFRS 11 applies to accounting for interests in joint arrangements where there is joint control.  The standard requires 

the joint arrangements to be classified as either joint operations or joint ventures.  The structure of the joint 

arrangement would no longer be the most significant factor when classifying the joint arrangement as either a joint 

operation or a joint venture.  In addition, the option to account for joint ventures (previously called jointly controlled 

entities) using proportionate consolidation will be removed and replaced by equity accounting.   

 

IFRS 11 is required to be applied for annual periods beginning on or after January 1, 2013, with earlier adoption 

permitted.   The Company has not yet assessed the impact of the standard or determined whether it will adopt the 

standard early.  

 

IFRS 12 Disclosure of Interests in Other Entities ("IFRS 12") 

 

IFRS 12 includes disclosure requirements about subsidiaries, joint ventures, and associates, as well as 

unconsolidated structured entities and replaces existing disclosure requirements.  Due to this new section, the 

Company will be required to disclose the following: judgments and assumptions made when deciding how to classify 

involvement with another entity, interests that non-controlling interests have in consolidated entities, and the nature 

of the risks associated with interests in other entities.  

 

IFRS 12 is required to be applied for annual periods beginning on or after January 1, 2013, with earlier adoption 

permitted. The Company has not yet assessed the impact of the standard or determined whether it will adopt the 

standard early.  
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...)  

 

New standards not yet adopted (cont’d...)  

 

IFRS 13 Fair Value Measurement ("IFRS 13") 

 

IFRS 13 will converge the IFRS requirements for how to measure fair value and the related disclosures.  IFRS 13 

establishes a single source of guidance for fair value measurements, when fair value is required or permitted by 

IFRS.  Upon adoption, the Company will provide a single framework for measuring fair value while requiring 

enhanced disclosures when fair value is applied. In addition, fair value will be defined as the 'exit price' and concepts 

of 'highest and best use' and 'valuation premise' would be relevant only for non-financial assets and liabilities.  

 

IFRS 13 is required to be applied for annual periods beginning on or after January 1, 2013, with earlier adoption 

permitted.  The Company has not yet assessed the impact of the standard or determined whether it will adopt the 

standard early.  

 

IAS 28 – Investments in Associates and Joint Ventures ("IAS 28")  

 

IAS 28 was amended by the IASB in September 2011 and the amendments prescribe the accounting for investments 

in associates and sets out the requirements for the application of the equity method when accounting for investments 

in associates and joint ventures. IAS 28 applies to all entities that are investors with joint control of, or significant 

influence over, an investee (associate or joint venture).   

 

The amendments to IAS 28 are required to be applied for annual periods beginning on or after January 1, 2013, with 

earlier adoption permitted. The Company has not yet assessed the impact of the amendments or determined whether 

it will adopt the amendments early. 

 

 

4. ACQUISITION OF SUBSIDIARIES 
 

 On October 27, 2010, the Company signed a letter of intent with Barsele Guld A.B. (“Barsele Guld”), a wholly-

owned subsidiary of Northland Resources S.A. to purchase all of the issued and outstanding shares of two Swedish 

companies, Gunnarn Mining A.B. (“Gunnarn Mining”) and its wholly-owned subsidiary, Gunnarn Exploration A.B. 

(“Gunnarn Exploration”).  The primary assets of Gunnarn Mining are mining claims for the Barsele Central, Avan, 

Skiråsen and Norra resource areas located in northern Sweden, collectively known as the Barsele property.  Gunnarn 

Mining’s operating results were recognized in the consolidated statements of operations and comprehensive loss 

beginning April 29, 2011, the effective date of the acquisition. 
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4. ACQUISITION OF SUBSIDIARIES (cont’d...)  
 

The Company and Barsele Guld completed the final agreement on April 29, 2011 and as the initial consideration, the 

Company paid $1,958,230 (US$2,000,000) and issued 1,153,997 common shares valued at $1,015,517 to the 

vendor. The Company also issued 250,000 common shares valued at $220,000 as a finder’s fee. In addition, the 

Company agreed to make deferred consideration payments to Barsele Guld, in cash and issuances of common shares 

of the Company, with a total value on the acquisition date, after applying a 7.5% discount rate, of $4,428,940 

(US$5,500,000, undiscounted). During the year ended April 30, 2012, the Company recorded interest expense on 

deferred consideration of $346,791, to reflect amortization of the discount, and a foreign exchange loss of $200,905, 

to reflect the impact of changes in the foreign exchange rate between the US dollar and the Canadian dollar. To 

fulfill its 1
st
 anniversary obligations, on April 29, 2012, the Company paid $996,200 (US$1,000,000) and issued 

852,764 common shares valued at $492,400 to Barsele Guld. During the six months ended October 31, 2012, the 

Company recorded interest expense on deferred consideration of $130,201, to reflect amortization of the discount, 

and a foreign exchange loss of $38,870, to reflect the impact of changes in the foreign exchange rate between the US 

dollar and the Canadian dollar. As a result, the carrying value of deferred consideration at October 31, 2012 was 

$3,657,107. 

  

 

 October 31, 

2012 

April 30, 

2012 

   

On the 2nd anniversary of completing the final agreement, US$2,000,000 in cash 1,927,042 1,837,953 

On the 3rd anniversary of completing the final agreement, the lesser of 2,000,000 

common shares or the number of common shares valued at US$1,000,000.  If the 

value of the common shares issued is less than US$1,000,000, the balance shall be 

paid in cash 896,299 854,862 

On the 4th anniversary of completing the final agreement, the lesser of 2,000,000 

common shares or the number of common shares valued at US$1,000,000.  If the 

value of the common shares issued is less than US$1,000,000, the balance shall be 

paid in cash         833,766         795,221 

   

Total deferred consideration 3,657,107 3,488,036 

   

Current portion of deferred consideration  (1,927,042)  (1,837,953) 

   

Long term deferred consideration $ 1,730,065 $ 1,650,083 
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4. ACQUISITION OF SUBSIDIARIES (cont’d…) 

 

In addition, the Company agreed to make direct exploration expenditures as follows: 

 

a) Before the 1st anniversary of completing the final agreement, US$1,000,000 of exploration expenditures (the 

Company fulfilled this commitment during fiscal 2012);  

 

b) Before the 2nd anniversary of completing the final agreement, an additional US$2,000,000 of exploration 

expenditures (the Company fulfilled this commitment during fiscal 2013).  

 

Barsele Guld will retain a 2% net smelter returns royalty on the Barsele property, which the Company may purchase 

at any time for US$2,000,000 per percentage point, or a total of US$4,000,000. 

 

After completing the 1st anniversary cash payment and share issuance, as well as having incurred US$3,000,000 in 

cumulative exploration expenditures, the Company will have the option of returning the shares of Gunnarn Mining 

and Gunnarn Exploration to Barsele Guld in order to extinguish any further obligations under the terms of the 

agreement.  The Company will retain this option until 30 days prior to the 2nd anniversary of completing the final 

agreement. 

 

 The allocation of the purchase cost to the subsidiaries’ assets and liabilities was as follows: 

 

Cash $ 1,881 

Receivables  9,489 

Prepaid expenses  121,277 

Deposits  4,911 

Exploration and evaluation mineral properties  7,611,607 

Accounts payable and accrued liabilities         (126,478) 

  

Total consideration $ 7,622,687 

 

 

 

5. MERGER WITH ASTRAL MINING 

 

On October 15, 2012, the Company announced that it had agreed to merge with Astral Mining Corporation 

(“Astral”) by way of a plan of arrangement or other business combination (“the Transaction”), in which the Company 

will acquire all of the issued and outstanding common shares of Astral, as a result, Astral will become a wholly 

owned subsidiary of the Company. The transaction is expected to close on or before February 28, 2013. 

 

Subject to fulfillment of closing conditions, the Company will acquire from the shareholders of Astral, 100% of the 

outstanding common shares of Astral in exchange for common shares of the Company and Astral will, as a result, 

become a wholly owned subsidiary of the Company. Each Astral shareholder will receive one common share of the 

Company for every twelve common shares of Astral held. All outstanding Astral options and warrants will be 

exchanged for options and warrants of the Company in an amount and at exercise prices adjusted in accordance with 

the same exchange ratio. On issuance of the Company’s options and warrants, the Astral options and warrants will be 

cancelled. After completion of the Transaction, the Company’s executive officers and board of directors will be 

unchanged. 
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5. MERGER WITH ASTRAL MINING (cont’d…) 

 

Subject to closing of the Transaction, certain creditors of Astral have agreed to reduce the amount of debt owed by 

Astral to such creditors and to accept common shares of the Company in settlement of the debt. This debt will be 

converted into that number of shares of the Company based on a conversion price equal to the volume weighted 

average closing price of the Company’s common shares as traded on the TSX Venture Exchange for the five trading 

days before the closing of the Transaction (the “VWAP”) on the terms and conditions contained in such debt 

settlement agreements.  

 

Subject to closing of the Transaction, certain holders of convertible notes of Astral have agreed to accept common 

shares of the Company in settlement of their notes. The principal and unpaid interest outstanding under the 

convertible notes will be converted into shares of the Company based on a conversion price equal to the VWAP. 

Upon issuance of the Company’s shares to these noteholders, their notes and the general security agreements granted 

by Astral to secure their notes will be cancelled and discharged.  

 

Completion of the Transaction is conditional upon, among other conditions:  

 

a) Shareholders of Astral having approved the Transaction at a meeting expected to be held in January 2013;  

 

b) Completion of legal and financial due diligence by each of the parties;  

 

c) Execution of a formal plan of arrangement agreement;  

 

d) A fairness opinion to support the exchange ratio of Astral securities for Orex securities in the Transaction, if 

required;  

 

e) Receipt of all necessary regulatory approvals, including approval of the TSX Venture Exchange; and  

 

f) The absence of a material adverse change in the business, financial condition, assets or operations with respect 

to each party.  

 

No assurance can be given at this time that the Transaction will be completed, that the conditions to closing will be 

satisfied, or that the terms of the Transaction will not change materially from those described above. 

 

 

6. LOAN RECEIVABLE 

 

During October 2012, as part of the terms of the plan of arrangement with Astral, the Company advanced to Astral 

the sum of $100,000 by way of a secured loan. The funds will be used to pay certain creditors of Astral who have 

agreed to reduce the amount of debt owed provided that Astral pays the debt in cash within the time prescribed by 

the terms and conditions of certain debt settlement agreements. The loan advances from the Company may be 

increased by the agreement of the Company and Astral to fund working capital and to ensure that Astral pays 

required ongoing expenses and liabilities. Astral has executed a formal loan agreement, promissory note, and priority 

agreements in favor of the Company. The initial loan advance and any future loan advance by the Company to Astral 

has been, and will be, secured by a general security agreement that creates a security interest in all Astral’s assets and 

property in priority to the security interests of the convertible note holders of Astral. 
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7. EXPLORATION AND EVALUATION MINERAL PROPERTIES 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Balance, as at April 30, 2011, April 30, 2012 

and October 31, 2012
$2,090,000 $7,611,607 $9,701,607

                   Total
          Coneto, 

Mexico

         Barsele, 

Sweden

 

Title to mineral properties 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 mineral properties and, to the best of its 

knowledge; title to all of its properties is in good standing. 

 

Las Mesas, Mexico 

 

On November 30, 2010, the Company entered into an option agreement to acquire a 100% interest in the Las Mesas 

property in Durango, Mexico from La Cuesta International, S.A. de C.V.  (“La Cuesta”) for US$4,000,000, less any 

option maintenance payments, as described below, paid prior to the exercise of the option. To initiate the option 

agreement, the Company paid La Cuesta $35,200 (US$35,000) in cash. 

 
The Las Mesas property is subject to a 1.0% NSR royalty payable to La Cuesta. To maintain the option in good 

standing, the Company was required to make staged cash payments to La Cuesta totalling US$77,500 over four years 

and then US$40,000 each subsequent year. In addition, the Company was required to incur exploration expenditures 

of US$50,000 on the Las Mesas property prior to December 1, 2011.  

 

During the year ended April 30, 2012, the Company received the assays from its drill program on Las Mesas and 

management was disappointed with the results overall. A decision was made to terminate the Las Mesas option 

agreement and consequently, mineral property costs of $35,200 were written-off during fiscal 2011.  

 

Coneto, Mexico 

 

On July 16, 2009, the Company signed a letter of intent to purchase 100% of the core mineral concessions within the 

Coneto silver-gold mining camp in Durango State, Mexico, in exchange for 2,200,000 common shares of the 

Company. The definitive purchase agreement, signed on September 1, 2009, was subject to the approval of the TSX 

Venture Exchange. After receiving TSX Venture Exchange approval, on April 15, 2010, the Company issued 

2,200,000 shares to the vendors of the Coneto concessions, valued at $2,090,000. The Coneto property is subject to 

a 2.5% NSR royalty payable to the vendors. 
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7. EXPLORATION AND EVALUATION MINERAL PROPERTIES (cont’d…) 

 

Coneto, Mexico (cont’d…) 

 

During fiscal 2011, the Company signed a non-binding letter of intent with Fresnillo PLC (“Fresnillo”) to jointly 

explore the contiguous mineral concessions held by the Company and Fresnillo in the Coneto mining district. A 

definitive Association Agreement was signed on February 2, 2012. The principal terms of the Agreement are: 

 

a) Fresnillo will spend a minimum of US$2,000,000 on exploration during the first year after the necessary 

exploration permits are obtained. A minimum of 70% of this exploration must be conducted on the Company’s 

concessions.  

 

b) Fresnillo will have the option to spend an additional US$2,000,000 per year on exploration for each of the 

following two years. A minimum of 70% of this exploration must also be conducted on the Company’s 

concessions.  

 

c) Upon Fresnillo spending an aggregate of US$6,000,000 on exploration activities, the Company and Fresnillo 

will each contribute their respective Coneto mining concessions to a new company (“NewCo”) that initially 

would be owned 55% by Fresnillo and 45% by the Company.  

 

d) Fresnillo will have the right to increase its ownership of NewCo to 70% by either completing a prefeasibility 

study or spending up to an additional US$21,000,000 in the process of preparing a prefeasibility study.  

 

If Fresnillo chooses to not exercise the right to increase its ownership of NewCo to 70%, the costs incurred to 

complete a prefeasibility study will be shared by Fresnillo and the Company in proportion to their ownership of 

NewCo; 55% by Fresnillo and 45% by the Company.  

 

e) Any additional funding required by NewCo will be provided by the Company and Fresnillo in proportion to 

their respective ownership interests in NewCo at that time.  

 

f) Fresnillo will have a right of first refusal to acquire the Company’s ownership interest in NewCo if the Company 

receives an offer for its interest in NewCo that it proposes to accept.  

 

g) During the life of the Association Agreement, in the event that the Company, or any of its subsidiaries, enters 

into a transaction to acquire an interest in any additional mineral properties in Mexico and then later decides to 

sell or option out that interest to a third party, Fresnillo will have a right of first refusal to participate in such 

transaction on the same terms and conditions as offered to the third party.  
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7. EXPLORATION AND EVALUATION MINERAL PROPERTIES (cont’d…) 

 

Coneto, Mexico (cont’d…) 

 
In conjunction with entering the Association Agreement with Fresnillo, on February 8, 2012, the Company issued 
2,500,000 units to Fresnillo at $0.80 per unit for gross proceeds of $2,000,000 under a non-brokered private 
placement. Each unit consisted of one common share and one half of one transferable share purchase warrant. Each 
whole share purchase warrant entitles the holder thereof to purchase one additional common share for 24 months 
from the date of closing at a price of $1.00 per common share. 

 

 

Barsele, Sweden 

 

On April 29, 2011, the Company completed the final agreement with Barsele Guld to purchase all of the issued and 

outstanding shares of Gunnarn Mining and its wholly-owned subsidiary, Gunnarn Exploration (Note 4).  The primary 

assets of Gunnarn Mining are mining claims for the Barsele Central, Avan, Skiråsen and Norra resource areas 

located in northern Sweden, collectively known as the Barsele property.   

 

Per the terms of the agreement, the Company agreed to make direct exploration expenditures on the Barsele property 

as follows: 

 

a) Before the 1st anniversary of completing the final agreement, US$1,000,000 of exploration expenditures (the 

Company fulfilled this commitment during fiscal 2012);  

 

b) Before the 2nd anniversary of completing the final agreement, an additional US$2,000,000 of exploration 

expenditures.  

 

Barsele Guld will retain a 2% net smelter returns royalty on the Barsele property, which the Company may purchase 

at any time for US$2,000,000 per percentage point, or a total of US$4,000,000. 

 

 

 

8. SHARE CAPITAL AND RESERVES 

 

Authorized 

 

 Unlimited number of common shares without par value 

 

 Private placements 

 

On November 9, 2011, the Company issued 3,856,000 units at $0.50 per unit for gross proceeds of $1,928,000 under 

a non-brokered private placement.  Each unit consisted of one common share and one half of one transferable share 

purchase warrant. Each whole share purchase warrant entitles the holder thereof to purchase one additional common 

share for 24 months from the date of closing at a price of $0.75 per common share, for a total of 1,928,000 shares. 

The full value of $1,928,000 was assigned to the common shares.  In connection with the private placement, as a 

commission, the Company issued 205,100 units valued at $102,550 with terms similar to those issued under the 

private placement and paid $5,250 in cash. The Company incurred other cash share issuance costs of $25,666 on the 

private placement. 
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8. SHARE CAPITAL AND RESERVES (cont’d…) 

 

Private placements (cont’d…) 

 

On February 8, 2012, the Company issued 2,500,000 units to Fresnillo PLC at $0.80 per unit for gross proceeds of 

$2,000,000 under a non-brokered private placement. Each unit consisted of one common share and one half of one 

transferable share purchase warrant. Each whole share purchase warrant entitles the holder thereof to purchase one 

additional common share for 24 months from the date of closing at a price of $1.00 per common share for a total of 

1,250,000 shares. A value of $1,800,000 was assigned to the common shares and a value of $200,000 was assigned 

to reserves. The Company incurred cash share issuance costs of $36,905 on the private placement. 

 

On September 24, 2012, the Company issued 4,006,800 units at $0.50 per unit for gross proceeds of $2,003,400 

under a non-brokered private placement. Each unit consisted of one common share and one half of one transferable 

share purchase warrant. Each whole share purchase warrant entitles the holder thereof to purchase one additional 

common share for 24 months from the date of closing at a price of $0.75 per common share, for a total of 2,003,400 

shares. The full of $2,003,400 was assigned to the common shares. In connection with the private placement, as a 

commission, the Company paid $32,340 in cash. The Company incurred other cash share issuance costs of $19,173 

on the private placement. 

 

On October 5, 2012, the Company issued 700,000 units at $0.50 per unit for gross proceeds of $350,000 under a 

non-brokered private placement. Each unit consisted of one common share and one half of one transferable share 

purchase warrant. Each whole share purchase warrant entitles the holder thereof to purchase one additional common 

share for 24 months from the date of closing at a price of $0.75 per common share, for a total of 350,000 shares. The 

full $350,000 was assigned to the common shares. In connection with the private placement, as a commission, the 

Company issued 24,500 units valued at $12,250 with terms similar to those issued under the private placement and 

paid $5,250 in cash. The Company incurred other cash share issuance costs of $4,282 on the private placement. 

 

 

Stock options and warrants 

 

The Company has a plan to grant stock options to directors, officers, employees and consultants of the Company. 

Under the plan, the board of directors has the discretion to issue the equivalent of up to 10% of the issued and 

outstanding shares of the Company from time to time. Stock options are generally for a term of up to five years from 

the date granted and are exercisable at a price that is not less than the market price on the date granted.  

 

Vesting terms are determined at the discretion of the board of directors. Options issued to consultants providing 

investor relations services must vest in stages over a minimum of 12 months with no more than one-quarter of the 

options vesting in any three-month period. 
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8. SHARE CAPITAL AND RESERVES (cont’d…) 

 

 Stock option and share purchase warrant transactions are summarized as follows: 

 

 Warrants  Stock options 

  

 

Number 

Weighted 

Average 

Exercise Price 

  

 

Number 

Weighted 

Average 

Exercise Price 

      

Outstanding, April 30, 2011  5,757,399  0.89   2,016,800  0.84 

 Granted   3,280,550      0.85   2,239,000  0.74 

 Exercised  (20,000)      0.75   (291,000)  0.55 

 Expired  (3,331,187)  0.81     -  - 

 Forfeited  -  -   (70,000)  1.49 

      

Outstanding, April 30, 2012  5,686,762 $ 0.91   3,894,800 $ 0.79 

 Granted  2,365,650               0.75   75,000  0.70 

 Exercised  -  -   (30,000)  0.50 

    Expired                     -                   -           (236,000)               0.50 

    Forfeited                     -                   -             (56,250)               0.50 

      

Outstanding, October 31, 2012  8,052,412 $ 0.86   3,647,550 $ 0.81 

      

Exercisable at October 31, 2012  8,052,412 $ 0.86    3,628,800 $ 0.81 

 
 
The following options and warrants to acquire common shares of the Company were outstanding at October 31, 
2012: 

 

 

Number of Shares Exercise Price Expiry Date 

   

Options   

119,800 $ 0.50 June 7, 2014  

40,000  0.50 June 17, 2013 

50,000  0.50 December 19, 2013 

1,100,000  1.00 April 28, 2015 

10,000  1.00 January 10, 2013 

          70,000   0.90    June 9, 2015 

   2,089,000 

75,000 

  0.74  

                                0.74 

February 17, 2017 

January 18, 2013 

   75,000   0.74    February 17, 2014 

   18,750   0.70    November 29, 2012 

   

Warrants   

2,406,212  1.00 March 4, 2013 

2,030,550  0.75 November 9, 2013 

1,250,000 

2,003,400 

362,250 

 1.00 

                                0.75                                   

                                0.75 

February 8, 2014 

September 24, 2014 

October 5, 2014 
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8. SHARE CAPITAL AND RESERVES (cont’d…) 

 

Share-based payments 

 

During the six months ended October 31, 2012, the Company granted 75,000 (2012 – Nil) stock options to directors, 

officers and consultants of the Company. The weighted average fair values of options granted are calculated using 

the Black-Scholes option pricing model. During the six months ended October 31, 2012, the weighted average fair 

value of each option granted was $0.30 and was calculated using the following weighted average assumptions:  

 

   

  

Six months ended 

October 31, 2012 

Expected option lives  2 years 

Risk-free interest rate  1.3% 

Expected dividend yield  0% 

Expected stock price volatility  79% 

 

 The share-based payments expense for stock options, granted in the current and prior year, that vested in the six 

months ended October 31, 2012 was $23,092 (2012 - $1,299).  

 

 

9. CAPITAL MANAGEMENT  

 

The Company defines its capital as shareholders’ equity. The Board of Directors does not establish quantitative 

return on capital criteria for management due to the nature of the Company’s business. The Company has in the past 

invested its capital in liquid investments to obtain adequate returns. The investment decision is based on cash 

management to ensure working capital is available to meet the Company’s short-term obligations while maximizing 

liquidity and returns on unused capital. The Company does not pay dividends. The Company is not subject to any 

externally imposed capital requirements. 

 

The Company raises capital to fund its corporate and exploration costs and other obligations through the sale of its 

common shares or units consisting of common shares and warrants in order to operate its business and safeguard its 

ability to continue as a going concern. Although the Company has been successful at raising funds in the past through 

issuance of share capital, it is uncertain whether it will continue this financing due to uncertain economic conditions. 

There have been no changes to the Company’s approach to capital management during the current period. 

 

 

10. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 

 

 

 

Six months ended 

October31, 2012 

Six months ended 

October 31, 2011 

   

Cash received during the period for interest $ 2,036    $ 3,240   

   

Cash paid during the period for interest $   -    $ -    

   

Cash paid during the period for income taxes $ -    $ -    
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10. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS (cont’d…) 

 

 

 Significant non-cash transactions during fiscal 2013 included: 

 

a)   Issuing 24,500 units at a value of $12,250 as finder’s fees for private placements (Note 8). 

 

 Significant non-cash transactions during fiscal 2012 included: 

 

a) Issuing 852,764 common shares valued at $492,400 as payment of deferred consideration (Note 4).  

 

b) Issuing 205,100 units at a value of $102,550 as finder’s fees for private placements (Note 8). 

 

  

 

11. COMMITMENTS 

 

On April 29, 2011, the Company completed the final agreement with Barsele Guld to purchase all of the issued and 

outstanding shares of Gunnarn Mining and its wholly-owned subsidiary, Gunnarn Exploration (Note 4).  The 

Company agreed to make deferred consideration payments to Barsele Guld, in cash and issuances of common shares 

of the Company over four years, with a total value of US$5,500,000. The Company also agreed to make direct 

exploration expenditures of US$3,000,000 on the Barsele property, over two years. To fulfill its 1
st
 anniversary 

obligations, on April 29, 2012, the Company paid $996,200 (US$1,000,000) and issued 852,764 common shares 

valued at $492,400 to Barsele Guld and incurred direct exploration expenditures in excess of US$1,000,000. As at 

October 31, 2012, the company had incurred additional exploration expenditures in excess of US $2,000,000 to 

fulfill its spending requirement before the 2
nd

 anniversary. As a result, at October 31, 2012 the Company had the 

following undiscounted commitments outstanding with regards to the acquisition of Gunnarn Mining. 

 

 

 

Fiscal Year    Deferred Consideration Payments           Exploration Expenditures 

   

2013 US $2,000,000 - 

2014 1,000,000 (1) - 

2015 1,000,000 (1) - 
 

(1) Payable in common shares or the number of common shares valued at US$1,000,000.  If the value of the common shares 

issued is less than US$1,000,000, the balance shall be paid in cash 

 

 



OREX MINERALS INC. 

(An Exploration Stage Company)    

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS   

SIX MONTHS ENDED OCTOBER 31, 2012 

(Expressed in Canadian Dollars - Unaudited) 

 

 

 

 

12. RELATED PARTY TRANSACTIONS  

 

 The financial statements include the financial statements of Orex Minerals Inc. and its subsidiaries listed in the 

following table: 

  

 

 

 

 

Name of Subsidiary 

 

 

Country of 

Incorporation 

 

Proportion of 

Ownership 

Interest 

 

 

 

Principal Activity 

    

OVI Exploration de Mexico S.A. de C.V. Mexico 100% Mineral exploration 

Servicios Mineros Orex Silver S.A. de C.V. Mexico 100% Mineral exploration 

Con Exploraciones y Proyectos de Mexico S.A. de C.V. Mexico 100% Mineral exploration 

Exploraciones y Desarrollos Mineros Coneto S.A.P.I. Mexico   45% Mineral exploration 

Gunnarn Mining AB Sweden 100% Mineral exploration 

Gunnarn Exploration AB Sweden 100% Mineral exploration 

 

 

During the six months ended October 31, 2012, the Company entered into the following transactions with related 

parties, directors and key management personnel. Key management personnel are individuals responsible for 

planning, directing and controlling the activities of the Company and include certain directors and officers: 

 

a) Paid or accrued management fees of $42,000 (2012 - $42,000) to a management company controlled by the 

CEO and director of the Company. 

 

b) Paid or accrued management fees of $25,400 (2012 - $28,200) to a management company controlled by the 

CFO and director of the Company. 

 

c) Paid or accrued management fees of $13,800 (2012 - $10,800) to the Corporate Secretary of the Company. 

 

d) Paid or accrued rent of $36,000 (2012 - $36,000) to Orko Silver Corp., a company with common directors. 

 

e) Paid or accrued fees of $30,000 (2012 - $30,000) to a management company controlled by a director of the 

Company.  These amounts were included in exploration expenditures. 

 

f) Paid or accrued fees of $24,000 (2012 - $24,000) to a management company controlled by a director of the 

Company.  These amounts were included in exploration expenditures. 

 

Included in accounts payable and accrued liabilities as at October 31, 2012 is $Nil (2012 – $8,713) due to directors 

or officers or companies controlled by directors. 

 

These transactions have been in the normal course of operations and are recorded at their exchange amounts, which 

is the consideration agreed upon by the related parties.  
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13. FINANCIAL AND CAPITAL RISK MANAGEMENT 

  

 Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy 

according to the relative reliability of the inputs used to estimate the fair values.  The three levels of the fair value 

hierarchy are described below. 

 

 Level 1 - quoted prices (unadjusted) 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 (unobservable inputs). 

 

Fair value of financial instruments 

 

The Company has various financial instruments including cash, receivables, accounts payable and accrued liabilities 

and deferred consideration. Cash is carried at fair value using a level 1 fair value measurement. The carrying values 

of receivables and accounts payable and accrued liabilities approximate their fair values due to the short-term 

maturity of these financial instruments. Deferred consideration is carried at amortized cost and approximates its fair 

value using a level 3 fair value measurement. 

 

Concentrations of business risk 

 

The Company maintains a majority of its cash with a major Canadian financial institution and the remainder of its 

cash with a major Mexican financial institution and a major Swedish financial institution. Deposits held with these 

institutions may exceed the amount of insurance provided on such deposits. 

 

As the Company operates in an international environment, some of the Company’s transactions are denominated in 

currencies other than the Canadian dollar. Fluctuations in the exchange rates between these currencies and the 

Canadian dollar could have a material effect on the Company’s business, financial condition and results of 

operations. The Company does not engage in any hedging activity. 

 

Credit risk 

  

The Company is exposed to credit risk only with respect to uncertainties as to timing and amount of collectability of 

receivables. The Company believes its credit risk is low because its receivables are primarily comprised of value 

added tax (VAT), input value-added tax (IVA) and harmonized sales tax (HST), which are recoverable from the 

governing body in Sweden, Mexico and Canada, respectively. As the Company’s exploration operations are 

conducted in Sweden and Mexico, the Company’s operations are also subject to the economic risks associated with 

those countries. 

 

Liquidity risk 

 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The 

Company manages liquidity risk through the management of its capital structure.  

 

Accounts payable and accrued liabilities are due within the current operating period. Deferred consideration is due in 

instalments over three years (Note 11).  
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13. FINANCIAL AND CAPITAL RISK MANAGEMENT (cont’d…) 

 

Foreign exchange risk 

  

A portion of the Company’s operational transactions are originally or effectively denominated in US dollars. As well, 

because the Company’s operations are in Mexico and Sweden, some costs are denominated in Mexican pesos and 

Swedish Kronor. Accordingly, the results of the Company’s operations and comprehensive loss as stated in Canadian 

dollars will be impacted by exchange rate fluctuations. The Company does not hedge its exposures to movements in 

the exchange rates at this time.  

 

The Company’s exposure to foreign currency risk is on its cash, receivables, accounts payable and accrued liabilities 

and liabilities for deferred consideration. At October 31, 2012, a hypothetical change of 10% in the foreign exchange 

rate between the Canadian dollar and US dollar would have a $365,000 effect on loss and comprehensive loss and on 

liabilities for deferred consideration; a hypothetical change of 10% in the foreign exchange rate between the 

Canadian dollar and the Mexican Peso would have a $13,000 effect; a hypothetical change of 10% in the foreign 

exchange rate between the Canadian dollar and the Swedish Krona would have a $7,000 effect. 

 

Interest rate risk 

 

The Company has interest rate risk arising from its bank deposits. The Company does not engage in any hedging 

activity to reduce its exposure to interest rate risk. Based on bank deposit balances at October 31, 2012, a 

hypothetical change of 1% in the interest rate would have a $3,000 effect on net loss and comprehensive loss in the 

upcoming quarter. 

 

Price risk 

 

Mineral prices, in particular gold and silver, are volatile, and have fluctuated sharply in recent periods. The prices 

are subject to market supply and demand, political and economic factors, and commodity speculation, all of which 

can interact with one another to cause significant price movement from day to day and hour to hour. These price 

movements can affect the Company’s ability to operate and to raise financing through the sale of its common shares. 

 
 
 
14. SEGMENTED INFORMATION 

 

The Company’s one reportable operating segment is the acquisition and exploration of mineral properties.  

Geographic information is as follows: 

 

 

 

October 31, 

2012 

                  

April 30, 

2012 

   

Exploration and evaluation mineral properties   

 Mexico $ 2,090,000 $ 2,090,000 

 Sweden  7,611,607  7,611,607 
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15. EVENTS AFTER THE REPORTING DATE 

 

None. 
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