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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING 
 

 

 

The financial statements of Jet Gold Corp. have been prepared by and are the responsibility of the Company’s management.  

The financial statements are prepared in accordance with Canadian generally accepted accounting principles and reflect 

management’s best estimates and judgment based on information currently available.   

 

Management has developed and is maintaining a system of internal controls to obtain reasonable assurance that the 

Company’s assets are safeguarded, transactions are authorized and properly recorded and financial information is reliable.   

 

The Board of Directors is responsible for ensuring management fulfills its responsibilities.  The Audit Committee reviews the 

results of the audit and the annual financial statements prior to their submission to the Board of Directors for approval.   

 

The financial statements have been audited by Smythe Ratcliffe LLP, Chartered Accountants, and their report outlines the 

scope of their examination and gives their opinion on the financial statements. 

 

 

“Brad Moynes” (signed) 

 

 

Brad Moynes 

President 

 

Vancouver, Canada 

November 29, 2010 
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AUDITORS' REPORT 
 

 

TO THE SHAREHOLDERS OF JET GOLD CORP. 
 

We have audited the balance sheets of Jet Gold Corp. as at August 31, 2010 and 2009 and the statements of 

operations, comprehensive loss and deficit, and cash flows for the years then ended.  These financial statements are 

the responsibility of the Company’s management.  Our responsibility is to express an opinion on these financial 

statements based on our audits. 

 

We conducted our audits in accordance with Canadian generally accepted auditing standards.  Those standards 

require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of 

material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 

disclosures in the financial statements.  An audit also includes assessing the accounting principles used and 

significant estimates made by management, as well as evaluating the overall financial statement presentation. 

 

In our opinion, these financial statements present fairly, in all material respects, the financial position of the 

Company as at August 31, 2010 and 2009 and the results of its operations and its cash flows for the years then ended 

in accordance with Canadian generally accepted accounting principles. 

 

 

“Smythe Ratcliffe LLP” (signed) 

 

 

Chartered Accountants 

 

Vancouver, British Columbia 

November 29, 2010 
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JET GOLD CORP. 

BALANCE SHEETS 

AUGUST 31 

        

 

 

 

 2010 

 

 2009 

   

ASSETS   

   

Current   

Cash  $ 2,102 $ 44,978 

Mineral exploration tax credits receivable (Note 4)  1,422  31,966 

Amounts receivable  3,943  21,900 

   

  7,467  98,844 

   

Reclamation Bonds (Note 3)  -  12,000 

Deposits  -  5,000 

Mineral Property Interests (Note 4)   163,564  118,441 

Oil and Gas Interests (Note 5)  -  1 

Equipment (Note 6)  2,451  2,342 

   

 $ 173,482 $ 236,628 

   

LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIENCY)   

   

Current   

Accounts payable and accrued liabilities (Note 8) $ 180,466 $ 137,114 

   

Shareholders' Equity (Deficiency)   

Capital stock (Note 7)  6,088,078  5,944,578 

Contributed surplus (Note 7(h))  653,328  592,888 

Deficit  (6,748,390)  (6,437,952) 

   

  (6,984)  99,514 

   

 $ 173,482 $ 236,628 

 

Nature of Operations and Going Concern (Note 1) 

Subsequent Event (Note 14) 

 

On behalf of the Board:    

    

    

“Brad Moynes” (signed)  Director “Robert Card” (signed)  Director 

 

Brad Moynes 

  

Robert L. Card 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements. 
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JET GOLD CORP. 

STATEMENTS OF OPERATIONS, COMPREHENSIVE LOSS AND DEFICIT 

YEARS ENDED AUGUST 31 

 

  

 2010 

 

 2009 

   

   

EXPENSES   

 Administration fees (Note 8) $ 72,000 $ 72,000 

 Stock-based compensation (Note 7(g))   60,440  10,387 

 Consulting fees (Note 8)   54,000  66,750 

 Printing and shareholder information   40,508  4,205 

 Legal, audit and accounting   28,133  38,845 

 Office and miscellaneous   21,096  4,335 

 Regulatory and transfer agent fees   18,794  16,728 

 Rent (Note 8)   13,308  14,007 

 Exploration   3,600  - 

 Travel   82  2,842 

 Amortization  596  814 

   

  (312,557)  (230,913) 

OTHER ITEMS   

 Other income  2,120  2,704 

 Write-off of oil and gas interests (Note 5)  (1)  (189,389) 

 Write-off of mineral interests (Note 4)  -  (858,238) 

   

Loss Before Future Income Tax Recovery  (310,438)  (1,275,836) 

 Future Income Tax Recovery (Note 10)   -  44,970 

   

Net Loss and Comprehensive Loss for Year  (310,438)  (1,230,866) 

   

Deficit, Beginning of Year  (6,437,952)  (5,207,086) 

   

Deficit, End of Year $ (6,748,390) $ (6,437,952) 

   

Basic and Diluted Loss Per Share $ (0.05) $ (0.23) 

   

Weighted Average Number of Common Shares Outstanding  5,738,934  5,340,389 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements. 
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JET GOLD CORP. 

STATEMENTS OF CASH FLOWS 
YEARS ENDED AUGUST 31 

 

  

 2010 

 

 2009 

   

CASH FLOWS FROM OPERATING ACTIVITIES   

 Net loss for the year $ (310,438) $ (1,230,866) 

 Items not affecting cash:   

  Amortization  596  814 

  Stock-based compensation  60,440  10,387 

  Oil and gas interests written-off  1  189,389 

  Mineral interests written-off  -  858,238 

  Future income tax recovery  -  (44,970) 

   

 Changes in non-cash working capital items:   

  Amounts receivable  17,957  3,614 

  Accounts payable and accrued liabilities  44,245  153,394 

   

 Cash used in operating activities  (187,199)  (60,000) 

   

CASH FLOWS FROM INVESTING ACTIVITIES   

 Mineral exploration tax credits  30,544    79,449 

 Expenditures on mineral interests  (22,516)  (92,216) 

 Recovery from oil and gas interests  -  4,570 

 Reclamation bonds  12,000  2,500 

 Deposits  5,000  28,124 

 Purchase of equipment  (705)  - 

   

 Cash provided by investing activities   24,323  22,427 

   

CASH FLOWS FROM FINANCING ACTIVITY   

 Common shares issued  120,000  - 

   

Change in Cash During the Year  (42,876)  (37,573) 

   

Cash, Beginning of Year  44,978  82,551 

   

Cash, End of Year $ 2,102 $ 44,978 

   

Interest Paid $ - $ - 

Income Taxes Paid $ - $ - 

   

 Supplemental disclosure with respect to cash flows (Note 9) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements. 
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1. NATURE OF OPERATIONS AND GOING CONCERN 

 

Jet Gold Corp. (the “Company”) is an exploration stage company incorporated under the laws of British Columbia 

on April 24, 1987.  The Company is in the process of exploring and developing its mineral properties and has not 

determined whether these properties contain economically recoverable reserves of ore.  The Company has not yet 

earned significant revenues from its mineral interests.   

 

On November 3, 2010, all of the issued common shares and equity instruments of the Company were consolidated 

on the basis of 5 pre-consolidation common shares/equity instruments for 1 post-consolidation common share/equity 

instrument.  As a result of the consolidation, all per-share information in the financial statements has been 

retrospectively restated to reflect the consolidation. 

 

The Company’s financial statements have been prepared on a going concern basis, which presumes that the 

Company will be able to realize its assets and discharge its liabilities in the normal course of business for the 

foreseeable future. The Company incurred a net loss of $310,438 for the year ended August 31, 2010 (2009 - 

$1,230,866). As at August 31, 2010, the Company had an accumulated deficit $6,748,390 (2009 - $6,437,952) and a 

working capital deficiency of $172,999 (2009 - $38,270).   

 

The ability of the Company to continue as a going concern and meet its commitments as they become due, including 

completion of the acquisition, exploration and development of its mineral interests, is dependent on the Company’s 

ability to obtain the necessary financing. Management is planning to raise additional capital to finance operations 

and expected growth.  If the Company is unable to obtain additional financing, the Company will be unable to 

continue.  The outcome of these matters cannot be predicted at this time. 

 

The business of mineral exploration involves a high degree of risk and there is no assurance that current exploration 

projects will result in future profitable mining operations. The Company has no source of revenue, and has significant 

cash requirements to meet its administrative overhead, pay its debts and liabilities, and maintain its mineral interests. 

The recoverability of amounts shown for mineral properties is dependent on several factors. These include the 

discovery of economically recoverable reserves, the ability of the Company to obtain the necessary financing to 

complete the development of these mineral property interests, and future profitable production or proceeds from the 

disposition of mineral interests. The carrying value of the Company’s mineral interests does not reflect current or 

future values. 

 

These financial statements do not include any adjustments relating to the recoverability of assets and classification 

of assets and liabilities that might be necessary should the Company be unable to continue as a going concern.  

 

2. SIGNIFICANT ACCOUNTING POLICIES 

 

(a) Basis of presentation  

 

These financial statements are prepared in accordance with Canadian generally accepted accounting 

principles (“GAAP”). All amounts, unless specifically indicated otherwise, are presented in Canadian 

dollars, which is the Company’s functional currency. 

 

(b) Use of estimates 

 

The preparation of financial statements in conformity with Canadian GAAP requires management to make 

estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 

contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues 

and expenses during the year. Significant areas requiring the use of management estimates include the 

determination of environmental and asset retirement obligations (“ARO”), rates of amortization, the 

impairment of mineral property and oil and gas interests, the assumptions used in the determination of the 

fair value of stock-based compensation and the valuation allowance for future income tax assets. While 

management believes the estimates used are reasonable, actual results could differ from the estimates and 

could impact future results of operations and cash flows. 



JET GOLD CORP. 

NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED AUGUST 31, 2010 AND 2009 
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
(c) Financial instruments and comprehensive income 

 

All financial instruments are classified into one of five categories: held-for-trading, held-to-maturity, loans 

and receivables, available-for-sale or other financial liabilities.  All financial instruments and derivatives 

are measured and reported on the balance sheet at fair value except for loans and receivables, held-to-

maturity investments and other financial liabilities, which are measured and reported at amortized cost 

using the effective interest rate method.  Subsequent measurement and changes in fair value will depend on 

their initial classification.  Held-for-trading financial instruments are measured at fair value and changes are 

recognized in net income (loss) in the period in which the change occurs.  Available-for-sale financial 

assets are measured at fair value with unrealized gains and losses recognized in other comprehensive 

income until the financial instrument is derecognized or impaired.  Any financial instrument may be 

designated as held-for-trading upon initial recognition.  

 

Transaction costs that are directly attributable to the acquisition or issue of financial instruments that are 

classified as other than held-for-trading, which are expensed as incurred, are included in the initial carrying 

value of such instruments.  

 

(d) Equipment 

 

Equipment is carried at cost.  Amortization is calculated using the declining balance method applying the 

following annual rates: 

 

  Computer equipment 30% 

  Furniture and fixtures 20% 

  

Additions during the year are amortized at one-half the annual rates.  

  

(e) Mineral exploration tax credit (“METC”) 

 

The Company recognizes METC amounts from the government as a recovery in the period in which 

recoverability can be established and the amount quantified.  

 

(f) Mineral property interests  

 

All costs related to the acquisition, exploration and development of mineral property interests are 

capitalized on a property-by-property basis. Such costs include mineral property acquisition costs and 

exploration and development expenditures, net of any recoveries. Costs are deferred until such time as the 

extent of mineralization has been determined and mineral property interests are either developed or the 

Company’s mineral rights are allowed to lapse.  

 

All deferred resource property expenditures are reviewed annually, on a property-by-property basis, to 

consider whether there are any conditions that may indicate impairment. When the carrying value of a 

property exceeds its net recoverable amount that may be estimated by quantifiable evidence of an economic 

geological resource or reserve, joint venture expenditure commitments or the Company’s assessment of its 

ability to sell the property for an amount exceeding the deferred costs, provision is made for the impairment 

in value.  

 

The amounts shown for acquisition costs and deferred exploration expenditures represent costs incurred to 

date and do not necessarily reflect present or future values. These costs will be depleted over the useful 

lives of the properties upon commencement of commercial production or written off if the properties are 

abandoned or the claims allowed to lapse.  
 



JET GOLD CORP. 

NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED AUGUST 31, 2010 AND 2009 
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 

(f) Mineral property interests (Continued) 

 
From time to time the Company may acquire or dispose of a mineral property interest pursuant to the terms 

of an option agreement. As the options are exercisable entirely at the discretion of the optionee, the 

amounts payable or receivable are recorded as property costs or recoveries when the payments are made or 

received. 

 

(g) Oil and gas interests 

 

The Company follows the full cost method of accounting, which provides all costs incurred in connection 

with the exploration for and the acquisition and development of oil and gas properties, including non-

productive costs, be capitalized. These costs include the cost of land acquired or leased, intangible drilling 

costs, tangible costs such as those for equipment, casing and attachments, and completion costs as well as 

re-completion costs on both productive and non-productive wells. 

 

Such costs are accumulated in centres established on a country-by-country basis and depleted using the 

unit-of-production method based upon the estimated proven oil and gas reserves in each cost centre as 

determined by independent engineers, or charged to operations if exploration in any cost centre is 

determined to be unsuccessful.  Proceeds on disposal of oil and gas interests are ordinarily deducted from 

costs with no recognition of gains or losses. 

 

Oil and gas interests are carried at the lower of capitalized costs less accumulated depletion and 

amortization, and estimated net recoverable amounts (which is the undiscounted aggregate of estimated 

future net revenues of proven oil and gas reserves, less estimated costs to develop those reserves, future 

administrative and general expenses, financing costs, restoration costs and income taxes). The recovery of 

oil and gas interests is evaluated annually to estimate the remaining oil and gas reserves. Actual results 

could differ from those estimates.  

 

(h) Asset retirement obligation (“ARO”) 

 

The Company recognizes an estimate of the liability associated with an ARO in the financial statements at 

the time the liability is incurred.  The estimated fair value of the ARO is recorded as a long-term liability, 

with a corresponding increase in the carrying amount of the related asset.  The capitalized amount is 

depleted on a straight-line basis over the estimated life of the asset.  The liability amount is increased each 

reporting period due to the passage of time and the amount of accretion is charged to operations in the 

period.  The ARO can also increase or decrease due to changes in the estimates of timing of cash flows or 

changes in the original estimated undiscounted cost.  Actual costs incurred upon settlement of the ARO are 

charged against the ARO to the extent of the liability recorded.  At present the Company has determined 

that it has no material AROs to record in the financial statements. 

 

(i) Stock-based compensation 

 

The Company accounts for stock-based compensation using a fair value based method with respect to all 

stock-based payments measured and recognized, to directors, employees and non-employees. For directors 

and employees, the fair value of the options is measured at the date of grant. For non-employees, the fair 

value of the options is measured on the earlier of the date at which the counterparty performance is 

completed or the date the performance commitment is reached or the date at which the equity instruments 

are granted if they are fully vested and non-forfeitable. The fair value of the options is accrued and charged 

either to operations or mineral property interests, with the offset credit to contributed surplus. For directors 

and employees the options are recognized over the vesting period, and for non-employees the options are 

recognized over the related service period. If and when the stock options are ultimately exercised, the 

applicable amounts of contributed surplus are transferred to capital stock. 

 



JET GOLD CORP. 

NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED AUGUST 31, 2010 AND 2009 
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 

(j) Flow-through shares  

 

Flow-through shares entitle a company that incurs certain resource expenditures in Canada to renounce 

them for tax purposes allowing the expenditures to be deducted for income tax purposes by the investors 

who purchased the shares.  The income tax benefits foregone constitute share issue costs and are reflected 

in capital stock with an offsetting increase to future income tax liability.   

 
(k) Warrants 

 

Proceeds received on the issuance of units, consisting of common shares and warrants, are allocated 

entirely to common shares. 

 

(l) Loss per share 

 

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

year. The Company uses the treasury stock method to compute the dilutive effect of options, warrants and 

similar instruments on its loss per share. Under this method, the dilutive effect on basic loss per share is 

calculated assuming that all proceeds from the exercise of stock options, warrants and/or similar 

instruments would be used to repurchase common shares at the average market price during the period. 

However, the calculation of diluted loss per share excludes the effects of various conversions and exercise 

of options and warrants that would be anti-dilutive. The loss per share has been calculated on a post-

consolidation basis; refer to note 1 for further explanation. 

 

(m) Income taxes 

 

The Company follows the asset and liability method of accounting for income taxes.  Under this method, 

future tax assets and liabilities are recognized for the future tax consequences attributable to differences 

between the financial statement carrying amounts of existing assets and liabilities and their respective tax 

basis, and losses carried forward.  Future tax assets and liabilities are measured using substantively enacted 

tax rates expected to apply to taxable income in the years in which those temporary differences are 

expected to be recovered or settled.  The effect on future tax assets and liabilities of a change in tax rates is 

recognized in operations in the period in which the change is enacted or substantially assured.  The amount 

of future income tax assets is limited to the amount of the benefit that is more likely than not to be realized. 

 

(n) Future accounting changes 

 

(i) International Financial Reporting Standards (“IFRS”)  

 

In 2008, the Canadian Accounting Standards Board confirmed that the transition to IFRS from 

Canadian GAAP will be effective for fiscal years beginning on or after January 1, 2011 for 

publicly accountable enterprises. The Company will therefore be required to present IFRS 

financial statements for its November 30, 2011 interim financial statements. The effective date 

will require the restatement for comparative purposes of amounts reported by the Company for the 

interim periods and for the year ended August 31, 2011. The Company is currently evaluating the 

impact of the conversion on the Company’s financial statements and is considering accounting 

policy choices available under IFRS. 

 



JET GOLD CORP. 

NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED AUGUST 31, 2010 AND 2009 
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 

 (n) Future accounting changes (Continued) 

 

(ii) Business Combinations 

 

In January 2009, the Canadian Institute of Chartered Accountants (“CICA”) issued Handbook 

Section 1582, “Business Combinations”, Section 1601, “Consolidated Financial Statements”, and 

Section 1602, “Non-Controlling Interests”. These sections replace the former Section 1581, 

“Business Combinations”, and Section 1600, “Consolidated Financial Statements”, and establish a 

new section for accounting for a non-controlling interest in a subsidiary.  

 

Sections 1582 and 1602 will require net assets, non-controlling interests and goodwill acquired in 

a business combination to be recorded at fair value and non-controlling interests will be reported 

as a component of equity. In addition, the definition of a business is expanded and is described as 

an integrated set of activities and assets that are capable of being managed to provide a return to 

investors or economic benefits to owners. Acquisition costs are not part of the consideration and 

are to be expensed when incurred. Section 1601 establishes standards for the preparation of 

consolidated financial statements. 

 

These new sections apply to interim and annual consolidated financial statements relating to fiscal 

years beginning on or after January 1, 2011. Earlier adoption of these sections is permitted as of 

the beginning of a fiscal year. All three sections must be adopted concurrently. 

 

3. RECLAMATION BONDS 

 

The Company holds the following reclamation bonds with Ministry of Energy, Mines and Petroleum Resources: 

 

 2010 2009 

     
Matured in August 2010 at an interest rate of 2.00% $ - $ 8,000 

Matured in April 2010 at an interest rate of  prime less 2.65%  -  4,000 

     
 $ - $ 12,000 
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NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED AUGUST 31, 2010 AND 2009 
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4. MINERAL PROPERTY INTERESTS 

 

Expenditures incurred on the Company’s mineral interests during the years ended August 31, 2010 and 2009 are as 

follows: 

           

 Kshish Big Hammer Virginia Gold Naskeena Total 

           
Balance, August 31, 2008 $ 104,744 $ - $ - $ 807,878 $ 912,622 

           
Exploration costs           

Assay  123  -  -  3,733  3,856 

Drilling  -  -  -  73,924  73,924 

Geological  -  -  -  2,710  2,710 

Field  19,445  -  -  6,613  26,058 

           
Total additions during year  19,568  -  -  86,980  106,548 

           

Mineral exploration tax credits  (5,871)  -  -  (26,095)  (31,966) 

Recovery of acquisition costs  -  -  -  (10,525)  (10,525) 

Mineral interests written off  -  -  -  (858,238)  (858,238) 

           
Balance, August 31, 2009  118,441  -  -  -  118,441 

           
Acquisition cost  10,500  23,000  5,937  -  39,437 

Exploration costs           

Geological  -  5,770  -  -  5,770 

Field  644  694  -  -  1,338 

           
Total additions during year  11,144  29,464  5,937  -  46,545 

           

Mineral exploration tax credits  (129)  (1,293)  -  -  (1,422) 

           
Balance, August 31, 2010 $ 129,456 $ 28,171 $ 5,937 $ - $ 163,564 

 

(a) Kshish Molybdenum property, British Columbia 

 

The Company entered into an option agreement to acquire a 100% interest in three mineral claims, the 

Kshish Molybdenum property, in the Skeena Mining Division located near Terrace, British Columbia.  To 

exercise its option, the Company must complete the following: 

 

(i) Cash payments aggregating $25,000 payable as follows: 

 

(a)  $5,000 (paid) on execution of the agreement; 

(b)  $5,000 (paid) 30 days from TSX Venture Exchange (“TSX”) approval (December 3, 2007); 

(c) $5,000 six months from regulatory approval date; 

(d) $5,000 one year from regulatory approval date and the production of a 43-101 report 

recommending continuation of exploration; and 

(e) $5,000 two years from regulatory approval. 

 

The Company and the vendor have agreed that the payment of $5,000 six months from regulatory 

approval date, $5,000 one year from regulatory approval date and $5,000 two years from 

regulatory approval date will be paid immediately upon the Company closing its next private 

placement.  

 



JET GOLD CORP. 

NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED AUGUST 31, 2010 AND 2009 
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4.   MINERAL PROPERTY INTERESTS (Continued) 

 

 (a) Kshish Molybdenum property, British Columbia (Continued) 

 

(ii) To incur $500,000 in cumulative exploration expenditures on the property as follows: 

 

(a) $50,000 on or before December 3, 2008 (done); 

(b) $150,000 on or before December 3, 2009; 

(c) $300,000 on or before December 3, 2010; and 

(d) $500,000 on or before December 3, 2011. 

 

The Company and the vendor have agreed to defer the shortfall of exploration expenditures not 

incurred on or before December 3, 2009 and December 3, 2010 to December 3, 2011. 

 

(iii) To issue 160,000 common shares of the Company to the optionors as follows: 

 

(a) 50,000 common shares on regulatory approval (issued and valued at $40,000); 

(b) 30,000 common shares one year from the date of regulatory approval (issued and valued 

at $10,500); 

(c) 20,000 common shares two years from date of regulatory approval; and 

(d) 60,000 common shares upon placing the property into commercial production. 

 

The Company and the vendor have agreed that the 20,000 common shares will be issued 

immediately upon the Company closing its next private placement. 

 

The optionor has retained a 2% net smelter returns royalty on the value of minerals produced and delivered 

from the property.  The Company has the right to purchase the royalty by paying $1,000,000 to the 

optionor. 

 

(b) Big Hammer, British Colombia 

 

The Company entered into an Option Agreement to acquire a 100% interest in mineral claims in the Skeena 

Mining Division located near Terrace, British Columbia.  To exercise its option, the Company must 

complete the following: 

 

(i) Cash payments aggregating $250,000 payable as follows: 

 

(a)  $10,000 (paid) on execution of the agreement; 

(b)  $10,000 within 60 days from TSX approval. The approval date was February 25, 2010; 

(c) $10,000 within 180 days from TSX approval or by December 15, 2010; 

(d) $50,000 one year from TSX approval;  

(e) $50,000 two years from TSX approval or after the expenditure of $150,000 on the 

property and a recommendation to continue exploration, whichever comes later; 

(f) $50,000 three years from TSX approval or after the expenditure of $500,000 on the 

property and a recommendation to continue exploration, whichever comes later; and 

(g) $70,000 four years from TSX approval or after the expenditure of $1,000,000 on the 

property and a recommendation to continue exploration, whichever comes later. 

 

The Company and the vendor have agreed that the payment of $10,000 due 60 days from TSX approval 

and $10,000 due 180 days from TSX approval will be paid immediately upon the Company closing its next 

private placement. 

 



JET GOLD CORP. 

NOTES TO FINANCIAL STATEMENTS 
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4.   MINERAL PROPERTY INTERESTS (Continued) 

 

 (b) Big Hammer, British Colombia (Continued) 

 

(ii) To incur $1,000,000 in exploration expenditures on the property as follows: 

 

(a) $50,000 on or before February 25, 2011; 

(b) $200,000 on or before February 25, 2012; 

(c) $250,000 on or before February 25, 2013; and 

(d) $500,000 on or before February 25, 2014. 

 

(iii) To issue 200,000 common shares of the Company to the optionors as follows: 

 

(a) 40,000 common shares within 30 days of TSX approval (issued and valued at $13,000); 

(b) 40,000 common shares one year from TSX approval; 

(c) 40,000 common shares two years from date of TSX approval or after the expenditure of 

$150,000 on the property and a recommendation to continue exploration, whichever 

comes later; 

(d) 40,000 common shares three years from date of TSX approval or after the expenditure of 

$500,000 on the property and a recommendation to continue exploration, whichever 

comes later; and 

(e) 40,000 common shares three years from date of TSX approval or after the expenditure of 

$1,000,000 on the property and a recommendation to continue exploration, whichever 

comes later. 

 

The optionor has retained a 2% net smelter returns royalty on the value of mineral produced and delivered 

from the property.  The Company has the first right of refusal to purchase 1% of the royalty by paying 

$1,000,000 to the optionor at any time. 

 

Once the Company has been deemed to have exercised the Option Agreement and the property placed into 

commercial production, the Company shall pay the optionor of the property $1,000,000 and issue 400,000 

common shares 30 days after commencement of commercial production. 

 

(c) Virginia Gold property, Arizona USA 

 

The Company entered into an Option Agreement to acquire a 100% interest in four mineral claims, the 

Virginia Gold property, in the Sheep Tanks Mining District located in La Paz County, Arizona. To exercise 

its option, the Company must complete the following: 

 

(i) Cash payments aggregating $20,000 payable as follows: 

 

(a) $5,000 (paid) on signing of the agreement; 

(b) $5,000 upon the earlier of expenditure of $100,000 on the property or December 31, 

2010; 

(c) $5,000 upon the earlier of expenditure of an aggregate of $200,000 on the property or 

December 31, 2011; and 

(d) $5,000 upon the earlier of expenditure of an aggregate of $300,000 on the property or 

December 31, 2012. 
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4.   MINERAL PROPERTY INTERESTS (Continued) 

 

 (c) Virginia Gold property, Arizona USA (Continued) 

 

(ii) To issue 60,000 common shares of the Company to the optionor as follows: 

 

(a) 20,000 common shares upon the earlier of expenditure of $100,000 on the property or     

December 31, 2010; 

(b) 20,000 common shares upon the earlier of an additional $100,000 on the property or 

December 31, 2011; and  

(c) 20,000 common shares upon the earlier of the expenditure of an aggregate of $300,000 

on the property or December 31, 2012.  

 

The optionor has retained a 2% net smelter returns royalty on the value of mineral produced and delivered 

from the property.  The Company has the right to purchase the royalty by paying $1,000,000 to the 

optionor. 

 

(d) Naskeena Group property, British Columbia 

 

The Company entered into an option agreement to acquire a 100% interest in three coal license applications 

covering lands in the Skeena Mining Division, located near Terrace, British Columbia.  To exercise its 

option, the Company must complete the following: 

 

(i) Cash payments aggregating $55,000 (paid); 

 

(ii) To incur $600,000 in exploration expenditures on the property as follows: 

 

(a) $100,000 on or before March 31, 2007 (incurred); 

(b) $200,000 on or before March 31, 2008 (incurred); and 

(c) $300,000 on or before March 31, 2009 (incurred). 

 

(iii) To issue 400,000 common shares of the Company to the optionors as follows: 

 

(a) 80,000 common shares on regulatory approval (issued and valued at $122,000); 

(b) 80,000 common shares on or before April 21, 2007 (issued and valued at $96,000); 

(c) 100,000 common shares on completion of a feasibility report; and 

(d) 140,000 common shares upon placing the property into commercial production. 

 

The optionor has retained a 2% net smelter returns royalty on the sale of coal or other products from the 

property.  The Company has the right to purchase one-half of the royalty by paying $500,000 to the 

optionor. 

 

During fiscal 2009, the Company abandoned the property and, accordingly, wrote-off 

exploration and acquisition expenditures of $858,238. Realization of assets 

 

The investment in and expenditures on mineral property interests comprise a significant portion of the Company’s 

assets. Realization of the Company’s investment in these assets is dependent upon the establishment of legal 

ownership, the attainment of successful production from the properties or from the proceeds of their disposal. 

 

Resource exploration and development is highly speculative and involves inherent risks. While the rewards if an ore 

body is discovered can be substantial, few properties that are explored are ultimately developed into producing 

mines. There can be no assurance that current exploration programs will result in the discovery of economically 

viable quantities of ore. 
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4. MINERAL PROPERTY INTERESTS (Continued) 

 

 Realization of assets (Continued) 

 

The amounts shown for acquisition costs and deferred exploration expenditures represent costs incurred to date and 

do not necessarily reflect present or future values.  These costs will be depleted over the useful lives of the 

properties upon commencement of commercial production or written off if the properties are abandoned or the 

claims allowed to lapse.   

 

Title to mineral property interests 

 

Although the Company has taken steps to verify the title to mineral properties in which it has an interest, in 

accordance with industry standards for the current stage of exploration of such properties, these procedures do not 

guarantee the Company’s title.  Property title may be subject to unregistered prior agreements or transfers and title 

may be affected by undetected defects. 

 

Environmental 

 

The Company is subject to the laws and regulations relating to environmental matters in all jurisdictions in which it 

operates, including provisions relating to property reclamation, discharge of hazardous material and other matters.  

The Company may also be held liable should environmental problems be discovered that were caused by former 

owners and operators of its properties and properties in which it has previously had an interest.  The Company 

conducts its mineral exploration activities in compliance with applicable environmental protection legislation. The 

Company is not aware of any existing environmental problems related to any of its current or former properties that 

may result in material liability to the Company. 

 

Environmental legislation is becoming increasingly stringent and costs and expenses of regulatory compliance are 

increasing. The impact of new and future environmental legislation on the Company’s operations may cause 

additional expenses and restrictions.  

 

If the restrictions adversely affect the scope of exploration and development on the mineral property interests, the 

potential for production on the property may be diminished or negated. 

 

5. OIL AND GAS INTERESTS 

 

(a) Stewart Prospect, Texas 

 

The Company acquired a 2.5% working interest (1.875% net revenue interest) in a drilling test well on an 

oil and gas prospect located in Goliad County, Texas. The test well was plugged and abandoned and, 

accordingly, $26,042 in exploration costs has been written-off, leaving a carrying value of $5,410 in 

acquisition costs for the prospect at August 31, 2006.  

 

During the year, the Company wrote-off its project cost of $1 (2009 - $10,315) to $nil (2009 - $1). 

 

(b) Funk Prospect, Texas 

 

The Company acquired a 5% working interest (0.725% net revenue interest) in a drilling test well on an oil 

and gas prospect located in Goliad County, Texas.  The Company has received $nil (2009 - $4,570) in 

revenue, which has been netted against the project costs.  

 

During the year ended August 31, 2009, the Company wrote-off its net project cost of $130,139. 
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5. OIL AND GAS INTERESTS (Continued) 

 

(c) Harris #2 Prospect, Texas 

 

The Company acquired a 2% interest in two drilling projects in Live Oaks County, Texas. 

 

During the year ended August 31, 2009, the Company wrote-off its project cost of $27,564.  

 

(d) Warner 27-1 Prospect, North Dakota 

 

The Company acquired a 1.5% back-in working interest after payout in a drilling test well on an oil and gas 

prospect located in Stark County, North Dakota.   

 

During the year ended August 31, 2009, the Company wrote-off its project cost of $21,371. 

 

6. EQUIPMENT 

 

 2010  

 Cost  

Accumulated 

Amortization  Net  

          

Computers $ 9,058  $ 7,458  $ 1,600  

Furniture and fixtures  5,277   4,426   851  

          

 $ 14,335  $ 11,884  $ 2,451  

 

 2009  

 Cost  

Accumulated 

Amortization  Net  

          

Computers $ 8,353  $ 7,073  $ 1,280  

Furniture and fixtures  5,277   4,215   1,062  

          

 $ 13,630  $ 11,288  $ 2,342  
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7. CAPITAL STOCK AND CONTRIBUTED SURPLUS  

 

(a) Authorized 

Unlimited common shares without par value 

 

(b) Issued 

 

 

Number of 

Common Shares Amount 

     

Balance, August 31, 2008   5,323,751 $ 5,908,216 

Issued for settlement of debt  108,443  81,332 

Future income tax effect on flow-through share renunciation  -  (44,970) 

     
Balance, August 31, 2009   5,432,194  5,944,578 

Issued for cash     

    Private placement  480,000  120,000 

Issued for mineral interests  70,000  23,500 

     
Balance, August 31, 2010   5,982,194 $ 6,088,078 

 

(c) Private placement  

 

In February 2010, the Company closed a private placement of 480,000 units at a price of $0.25 per unit for 

gross proceeds of $120,000. Each unit consists of one common share and one share purchase warrant 

entitling the holder to purchase one additional common share at a price of $0.50 for a period of one year. 

 

(d) Common shares issued for settlement of debt 

 

In June 2009, the Company entered into a debt settlement agreement whereby 108,443 common shares with 

a deemed value of $0.75 per share were issued to certain creditors to settle outstanding debt totaling 

$81,332.   

 

(e) Warrants 

 

As at August 31, 2010, the Company has warrants outstanding for the purchase of common shares as 

follows: 

 

Expiry Date 

Exercise 

Price 

Outstanding 

August 31, 

2009 Issued Expired 

Outstanding 

August 31, 

2010 
      

April 28, 2010 $ 1.25 640,000 - 640,000 - 

February 10, 2011 $ 0.50 - 480,000 - 480,000 
      

  640,000 480,000 640,000 480,000 
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7. CAPITAL STOCK AND CONTRIBUTED SURPLUS (Continued) 

 

(e) Warrants (Continued) 

 

As at August 31, 2009, the Company had warrants outstanding for the purchase of common shares as 

follows: 

 

Expiry Date 

Exercise 

Price 

Outstanding 

August 31, 

2008 Expired 

Outstanding 

August 31, 

2009 

     
January 9, 2009 $ 1.25 192,000 192,000 - 

April 28, 2010 $ 1.25 640,000 - 640,000 

     
  832,000 192,000 640,000 

 

(f) Stock options 

 

The Company has implemented a rolling stock option plan whereby a maximum of 10% of the issued 

shares will be reserved for issuance under the plan. As at August 31, 2010, there are 543,000 stock options 

vested and outstanding as follows: 

 

 2010 2009 

 

Number 

of Options 

Weighted 

Average 

Exercise 

Price 

Number 

of Options 

Weighted 

Average 

Exercise 

Price 

     
Options, beginning of year 532,200 $1.05 521,200 $ 1.05 

  Granted 245,800 $0.50 25,000 $ 0.75 

  Forfeited 235,000 $0.95 14,000 $ 1.00 

     
Options outstanding and exercisable, end of year 543,000 $0.85 532,200 $ 1.05 
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7. CAPITAL STOCK AND CONTRIBUTED SURPLUS (Continued) 
 

 (f) Stock options (Continued) 
 

Expiry Date 

Weighted 

Average 

Remaining 

Contractual 

Life 

Exercise 

Price 

Outstanding 

August 31, 

2009 Granted Expired 

Cancelled / 

Forfeited 

Outstanding 

August 31, 

2010 

        
September 29, 2009 0.00 $ 1.00 40,000 - (40,000) - - 

December 31, 2009 0.00 $ 1.00 10,000 - (10,000) - - 

September 1, 2010 0.00 $ 0.50 8,000 - - - 8,000 

March 6, 2011 0.02 $ 0.65 20,000 - - - 20,000 

March 9, 2011 0.01 $ 0.65 15,000 - - - 15,000 

October 30, 2011 0.04 $ 0.85 20,000 - - - 20,000 

January 24, 2012 0.04 $ 1.00 15,000 - - - 15,000 

April 18, 2012 0.46 $ 1.25 154,600 - - - 154,600 

October 15, 2012 0.31 $ 0.93 155,000 - - (75,000)  80,000 

May 5, 2013 0.12 $ 1.18 69,600 - - (45,000)  24,600 

April 3, 2014 0.00 $ 0.75 25,000 - - (25,000)  - 

April 7, 2015 1.74 $ 0.50 - 245,800 - (40,000) 205,800 

   532,200 245,800 (50,000) (185,000) 543,000 

 

The weighted average fair value of options granted during the year ended August 31, 2010 is $0.29 per 

option. The options vested immediately on the date of grant.   
 

(g) Stock-based compensation 
 

Stock-based compensation in the amount of $60,440 (2009 - $10,387) has been recorded as an expense in 

the year ended August 31, 2010.  The stock-based compensation for the 2010 fiscal year would be allocated 

as follows: 
 

 2010 2009 

     
Administration $ 50,161 $ - 

Consulting  10,279  10,387 

     
 $ 60,440 $ 10,387 

 

Option pricing models require the input of highly subjective assumptions including the expected price 

volatility.  Changes in the subjective input assumptions can materially affect the fair value estimate. The 

fair value of stock options used to calculate compensation expense is estimated using the Black-Scholes 

option pricing model with the following weighted average assumptions:   
 

 2010 2009 

   
Risk-free interest rate 3.05% 1.61% 

Expected dividend yield - - 

Expected stock price volatility 114% 131% 

Expected option life in years 5 5 
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7. CAPITAL STOCK AND CONTRIBUTED SURPLUS (Continued) 

 

(h) Contributed surplus  

 

 2010 2009 

     
Balance, beginning of year $ 592,888 $ 582,501 

Stock-based compensation  60,440  10,387 

     
Balance, end of year $ 653,328 $ 592,888 

 

8. RELATED PARTY TRANSACTIONS 

 

(a) The Company paid $72,000 (2009 - $72,000) in administration fees and $30,000 (2009 - $42,000) in consulting 

fees to a company controlled by a common officer. 

 

(b) The Company paid $13,308 (2009 - $14,007) for office rent to a company controlled by common members of 

management. 

 

(c) Accounts payable and accrued liabilities includes $110,440 (2009 - $70,925) due to directors. Amounts owing 

to directors have no specified terms of repayment or stated terms of interest.   

 

(d) As at August 31, 2010, directors and officers of the Company acquired an aggregate 20,000 units of the private 

placement referred to in Note 7(c) for proceeds of $5,000.   

 

(e) As at August 31, 2010, directors and officers of the Company were granted an aggregate of 158,800 options 

(2009 - nil) valued at $46,636. 

 

The above transactions are in the normal course of operations and are measured at the exchange amount, which is 

the amount of consideration established and agreed to by the related parties. 

 

9. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 

 

The significant non-cash transactions of the Company during the year ended August 31, 2010 consisted of: 

 

(a) the accrual of $19,982 of deferred exploration costs in accounts payable. 

 

The significant non-cash transactions of the Company during the year ended August 31, 2009 consisted of: 

 

(b) the issuance of 542,213 common shares at a value of $81,332 pursuant to a share for debt transaction. 

 

(c) the accrual of $20,875 of deferred exploration costs in accounts payable.  

 

(d) the recovery of $10,525 of acquisition costs in mineral interests. 
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10. INCOME TAXES 
 

As at August 31, 2010, the Company has non-capital losses of approximately $1,639,000 that may be applied 

against future income for Canadian income tax purposes.  The potential future tax benefits of these losses have not 

been recorded in these financial statements.  The losses expire as follows:  
 

   
2014 $ 226,000 

2015  175,000 

2026  268,000 

2027  257,000 

2028  231,000 

2029  227,000 

2030  255,000 

   
 $ 1,639,000 

 

The Company also has $338,549 of capital losses that may be applied against future capital gains for Canadian 

income tax purposes.  The capital losses are available indefinitely. 
 

The reconciliation of income tax provision computed at statutory rates to the reported income tax provision is as 

follows: 
 

 2010 2009 

     
Income tax benefit computed at Canadian statutory rates $ 87,049 $ 382,752 

Write-off of mineral interests  -  (257,471) 

Write-off of oil and gas interests  -  (56,817) 

Share issue costs and other  2,958  2,960 

Stock-based compensation  (17,237)  (3,164) 

Change in timing differences  (11,154)  291,581 

Reduction in future income taxes resulting from statutory rate reduction  (43,384)  (71,200) 

Change in valuation allowance  (18,232)  (243,671) 

     
Income tax recovery $ - $ 44,970 

 

Future income tax assets and liabilities are recognized for temporary differences between the carrying amounts of 

the balance sheet items and their corresponding tax values as well as for the benefit of losses available to be carried 

forward to future years for tax purposes that are more likely than not to be realized. 
 

Significant components of the Company’s future tax assets and liabilities, after applying enacted corporate income 

tax rates, are as follows: 
 

 2010 2009 

     
Future income tax assets     

 Non-capital losses carried forward $ 410,016 $ 369,031 

 Tax value in excess of book value of mineral interests  292,912  304,655 

 Tax value in excess of book value of oil and gas interests  168,774  175,525 

 Capital losses carried forward  42,319  44,011 

 Share issue costs and other  8,564  11,193 

 Tax value in excess of book value of equipment  2,971  2,935 

     
  925,556  907,350 

 Valuation allowance for future income tax assets  (925,556)  (907,350) 

     
Future income tax assets, net $ - $ - 
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10.   INCOME TAXES (Continued) 

 

During the year, the Company renounced $nil (2009 - $149,900) of exploration expenditures under its flow-through 

share program, resulting in a future income tax liability of $nil (2009 - $44,970). In 2009, the Company reduced the 

future income tax liability by recognizing previously unrecorded future income tax assets equal to the amount of the 

future income tax liability, which resulted in a future income tax recovery of $44,970. 

 

11. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

 

The carrying values of cash, amounts receivable, deposits, and accounts payable and accrued liabilities approximate 

their fair values due to the short-term nature of these instruments.   

 

Fair value estimates of financial instruments are made at a specific point in time, based on relevant information 

about financial markets and specific financial instruments.  As these estimates are subjective in nature, involving 

uncertainties and matters of significant judgment, they cannot be determined with precision.  Changes in 

assumptions can significantly affect estimated fair values.  

 

The Company has classified its cash and deposits as held-for-trading; amounts receivable as loans and receivables; 

and accounts payable and accrued liabilities as other financial liabilities.   

 

Financial risk factors 

 

The Company’s risk exposure and the impact on the Company’s financial instruments are summarized below:  

 

Credit risk 

 

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations.  The credit 

risk associated with cash is minimized by ensuring that these financial assets are held by a major Canadian financial 

institution with a strong investment-grade rating by a primary ratings agency. 

 

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’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities 

when due.  The Company normally maintains sufficient cash to meet the Company’s business requirements; 

however, at August 31, 2010, the cash balance of $2,102 is insufficient to meet the needs for the coming year. 

Therefore, the Company will be required to raise additional capital, issue shares to settle debt and/or sell one or 

more mineral property interest in order to fund its operations in 2011.  

 

   

Total 

Under 3 

Months 

4 to 12  

Months 

1 to 5  

Years 

      Accounts payable and accrued liabilities  $ 180,466 $ 180,466 $             - $              - 

 

Market risk 

 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 

changes in market prices. Market risk comprises interest rate risk, foreign currency risk and other price risk. 

 

Interest rate risk 

 

The Company’s cash consists of cash held in bank accounts. Due to the short-term nature of these financial 

instruments, fluctuations in market rates do not have a significant impact on estimated fair values as of August 31, 

2010. The Company’s sensitivity analysis suggests that a 1% change in interest rates would not have a material 

effect on interest income.  
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11. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Continued) 

 

Financial risk factors (Continued) 

 

Foreign currency risk 

 

Some of the Company’s assets are exposed to foreign exchange fluctuations. As at August 31, 2010, cash of $119 

(2009 - $1) is shown in US dollars and converted into Canadian dollars. The Company’s exposure to foreign 

currency risk is minimal. 

 

Other price risk  

 

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 

changes in market prices, other than those arising from interest rate risk or foreign currency risk. The Company has 

no financial instruments exposed to such risk.  

 

12. CAPITAL MANAGEMENT 

 

The Company includes the components of shareholders’ equity and credit facilities as capital. The Company 

manages its capital structure and makes adjustments to it based on the funds available to the Company in order to 

support the acquisition, exploration and development of its mineral interests.  The Board of Directors does not 

establish quantitative return on capital criteria for management, but rather relies on the expertise of the Company’s 

management to sustain future development of the business.  

The Company currently has no source of revenues; as such, the Company is dependent upon external financings to 

fund activities. In order to carry future projects and pay for administrative costs, the Company will spend its existing 

working capital and raise additional funds as needed.  

 

Management reviews its capital management approach on an ongoing basis and believes that this approach, given 

the relative size of the Company, is reasonable. 

 

There were no changes in the Company’s approach to capital management during the year ended August 31, 2010. 

The Company is not subject to externally imposed capital requirements.  

 

13. SEGMENTED INFORMATION 

 

The Company operates in one industry segment, the mineral resources industry, and in 2 geographical segments, 

Canada and the United States. The Company’s assets held by geographic location are as follows: 

 

 2010 

 Canada United States Total 

       
Cash $ 2,102 $ - $ 2,102 

Mineral interests  157,627  5,937  163,564 

Equipment  2,451  -  2,451 

Other  5,365  -  10,365 

       
 $ 167,545 $ 5,937 $ 173,482 
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13.   SEGMENTED INFORMATION (Continued) 

 
 2009 

 Canada United States Total 

       
Cash $ 44,978 $ - $ 44,978 

Mineral interests  118,441  -  118,441 

Oil and gas interests  -  1  1 

Equipment  2,342  -  2,342 

Other  70,866  -  70,866 

       
 $ 236,627 $ 1 $ 236,628 

 

14. SUBSEQUENT EVENT 

 

Subsequent to August 31, 2010, 8,000 stock options with an exercise price of $0.50 expired unexercised. 
 


