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The accompanying unaudited interim consolidated financial statements of Sennen Resources Ltd. for the six months ended 

July 31, 2009 have been prepared by management and approved by the Board of Directors of the Company.  These interim 

consolidated financial statements have not been reviewed by the Company's external auditors. 

 

 
 

 



 

SE��E� RESOURCES LTD. 

INTERIM CONSOLIDATED BALANCE SHEETS 
(Unaudited - Prepared by Management) 

 

 July 31, 

2009 

January 31, 

2009 

  (Audited) 

   

ASSETS   

   

Current   

 Cash and equivalents $ 17,059,895 $ 14,023,407 

 Receivables (Note 3)  19,506  3,610,168 

   

 $ 17,079,401 $ 17,633,575 

   

   

LIABILITIES A�D SHAREHOLDERS' EQUITY   

   

Current   

 Accounts payable and accrued liabilities $ 64,129 $ 58,972 

 Income taxes payable   -  2,279,395 

   

  64,129  2,338,367 

   

   

Shareholders’ equity   

 Capital stock (Note 5)  15,590,645  15,590,645 

 Contributed surplus (Note 5)  1,844,284  1,106,216 

 Deficit  (419,657)  (1,401,653) 

   

  17,015,272  15,295,208 

   

 $ 17,079,401 $ 17,633,575 

 

�ature of operations (Note 1) 

Commitments (Note 7) 

 

 

 

On behalf of the Board:    

    

    

    

“Ian Rozier” Director “Douglas B. Hyndman” Director 

    

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



SE��E� RESOURCES LTD.  

INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS, COMPREHENSIVE INCOME AND DEFICIT 

 (Unaudited - Prepared by Management) 

 

 For the three 

months 

ended  

July 31, 

2009 

For the three 

months 

ended  

July 31, 

2008 

For the six 

months 

ended  

July 31,  

2009 

For the six 

months 

ended  

July 31, 

2008 

     

     

EXPE�SES     

 Administration fees $ 10,854 $ 6,064 $ 15,892 $ 14,710 

 Consulting fees  45,000  45,000  90,000  90,000 

 Directors’ fees   15,000  5,000  30,000  10,000 

 Foreign exchange gain  (429,846)  (391,061)  (1,903,306)  (1,470,311) 

 Management fees   30,000  30,000  60,000  60,000 

 Office and miscellaneous  9,334  88,149  16,155  178,669 

 Professional fees  53,091  80,905  73,615  90,328 

 Property investigation costs  - 16,269  - 32,502 

 Rent  16,500  16,500  33,000  32,000 

 Stock-based compensation (Note 6)  -  1,866  738,068  3,731 

 Transfer agent and filing fees  3,473  9,387  9,608  16,674 

 Travel and related costs  22,599  19,589  52,888  38,545 

     

Income before other item  223,995  72,332  784,080  903,152 

     

     

OTHER ITEM     

 Interest income  90,662  366,351  197,916  714,316 

     

     

�et income and comprehensive income for the period  314,657  438,683  981,996  1,617,468 

     

Retained earnings (deficit), beginning of period  (734,314)  870,376  (1,401,653)  (308,409) 

     

Retained earnings (deficit), end of period $ (419,657) $ 1,309,059 $ (419,657) $ 1,309,059 

     

Earning per common share:     

 Basic $ 0.01 $ 0.01 $ 0.02 $ 0.04 

 Diluted  0.01  0.01  0.02  0.04 

     

Weighted average number of common shares 

outstanding: 

    

 Basic  47,998,665  47,998,665  47,998,665  45,434,638 

 Diluted (Note 5)  49,204,571  48,019,575  49,120,274  45,454,082 

 

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



SE��E� RESOURCES LTD. 
INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS 

 (Unaudited - Prepared by Management) 

 

 For the three 

months 

 ended  

July 31,  

2009 

For the three 

months  

ended  

July 31,  

2008 

For the six 

months  

ended  

July 31,  

2009 

For the six 

months  

ended  

July 31,  

2008 

     

CASH FLOWS FROM OPERATI�G ACTIVITIES     

 Net income for the period $ 314,657 $ 438,683 $ 981,996 $ 1,617,468 

 Items not affecting cash:     

  Stock-based compensation  -  1,866  738,068  3,731 

  Interest income accreted  -  (113,698)  -  (230,423) 

     

 Change in non-cash working capital items:     

  (Increase) decrease in receivables  4,003,630  166,928  3,590,662  (32,341) 

  (Increase) decrease in prepaid expenses   -  504  -  (932) 

  Increase in accounts payable and accrued liabilities  15,687  8,173  5,157  132,134 

  Decrease in income taxes payable  (2,497,111)  (3,125,089)  (2,279,395)  (2,819,101) 

     

 Net cash provided by (used in) operating activities  1,836,863  (2,622,633)  3,036,488  (1,329,464) 

     

CASH FLOWS FROM I�VESTI�G ACTIVITY     

 Long-term receivable  -  3,930,700  -  3,672,321 

     

 Net cash provided by investing activity  -  3,930,700  -  3,672,321 

     

CASH FLOWS FROM FI�A�CI�G ACTIVITY     

 Capital stock issued for cash  -  -  -    699,500  

     

 Net cash provided by financing activity  -  -  -   699,500  

     

Increase in cash and equivalents during the period  1,836,863  1,308,067  3,036,488  3,042,357 

     

Cash and equivalents, beginning of period  15,223,032  15,937,930  14,023,407  14,203,640 

     

Cash and equivalents, end of period $ 17,059,895 $ 17,245,997 $ 17,059,895 $ 17,245,997 

     

Cash and equivalents consists of:     

 Cash   $ 190,944 $ 17,245,997 

 Term deposits    16,868,951  - 

     

   $ 17,059,895 $ 17,245,997 

 

Supplemental disclosure with respect to cash flows (Note 8) 

 

 

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



SE��E� RESOURCES LTD. 
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

JULY 31, 2009 

(Unaudited - Prepared by Management) 

 

1. �ATURE OF OPERATIO�S 
 

 Sennen Resources Ltd. (the “Company”) was incorporated under the laws of the Province of British Columbia and 

its principal business activities include the acquisition and exploration of mineral properties.  The Company is in the 

process of evaluating mineral property opportunities. 

 

  

2. SIG�IFICA�T ACCOU�TI�G POLICIES 
 

Basis of Presentation 

 

These unaudited interim consolidated financial statements have been prepared in accordance with Canadian 

generally accepted accounting principles for interim financial statements. Accordingly, they do not include all of the 

information and footnotes required by generally accepted accounting principles for complete financial statements. In 

the opinion of management, the accompanying financial information reflects all adjustments, consisting primarily of 

normal and recurring adjustments considered necessary for fair presentation of the results for the interim period. 

Operating results for the six months ended July 31, 2009 are not necessarily indicative of the results that may be 

expected for the year ending January 31, 2010. These interim consolidated financial statements follow the same 

accounting policies as the annual consolidated financial statements of the Company, except as noted below. 

Accordingly, these interim consolidated financial statements should be read in conjunction with the audited 

consolidated financial statements, and notes thereto, for the year ended January 31, 2009. 

 

Adoption of �ew Accounting Standards and Accounting Pronouncements 

 

 Goodwill and Intangible Assets 
 

Effective February 1, 2009, the Company adopted CICA Section 3064 “Goodwill and Intangible Assets”, which 

replaced CICA Handbook sections 3062, “Goodwill and Other Intangible Assets” and 3450, “Research and 

Development Costs”, as well as EIC-27, “Revenues and Expenditures During the Pre-operating Period”, and part of 

Accounting Guideline 11, “Enterprises in the development stage”.  Under previous Canadian standards, a greater 

number of items were recognized as assets than are recognized under International Financial Reporting Standards 

(“IFRS”).  The provisions relating to the definition and initial recognition of intangible assets reduce the differences 

with IFRS in the accounting for intangible assets.  The objectives of CICA 3064 are: 1) to reinforce the principle-

based approach to the recognition of assets; 2) to establish the criteria for asset recognition, and; 3) to clarify the 

application of the concept of matching revenues and expenses such that the current practice of recognizing asset 

items that do not meet the recognition criteria is eliminated.  The new standard also provides guidance for the 

recognition of internally developed intangible assets (including research and development activities), ensuring 

consistent treatment of all intangible assets.  The portions in the new standard relating to goodwill remain 

unchanged. 

 

The adoption of this standard had no impact on the Company’s presentation of its financial position or results of 

operations as at July 31, 2009. 

 

 Credit Risk and the Fair Value of Financial Assets and Financial Liabilities 
  

In January 2009, the Emerging Issues Committee of the CICA issued EIC-173, “Credit Risk and the Fair Value of 

Financial Assets and Financial Liabilities” which applies to interim and annual financial statements for periods 

ending on or after January 20, 2009.  The adoption of this standard had no impact on the Company’s presentation of 

its financial position or results of operations as at July 31, 2009. 



SE��E� RESOURCES LTD. 
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

JULY 31, 2009 

(Unaudited - Prepared by Management) 

 

2. SIG�IFICA�T ACCOU�TI�G POLICIES (Continued) 

 

 Mining Exploration Costs 
  

On March 27, 2009, the Emerging Issues Committee of the CICA approved an abstract EIC-174, “Mining 

Exploration Costs”, which provides guidance on capitalization of exploration costs related to mining properties in 

particular and on impairment of long-lived assets in general.  The adoption of this abstract had no impact on the 

Company’s presentation of its financial position or results of operations as at July 31, 2009. 

 

�ew Accounting Pronouncements Effective in Future Periods 
 

In 2006, the AcSB published a new strategic plan that will significantly affect financial reporting requirements for 

Canadian companies.  The AcSB strategic plan outlines the convergence of Canadian GAAP with IFRS over an 

expected five year transitional period.  In February 2008, the AcSB announced that 2011 is the changeover date for 

publicly-listed companies to use IFRS, replacing Canada’s own GAAP.  The date is for interim and annual financial 

statements relating to fiscal years beginning on or after January 1, 2011.  The transitional date of February 1, 2011 

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

January 31, 2011. 

 

The CICA issued three new accounting standards in January 2009:  Section 1582, “Business Combinations”, Section 

1601, “Consolidated Financial Statements” and Section 1602, “Non-Controlling Interests”.  These new standards 

will be effective for fiscal years beginning on or after January 1, 2011.  Section 1582 replaces section 1581 and 

establishes standards for the accounting for a business combination.  It provides the Canadian equivalent to IFRS 3, 

“Business Combinations”.  Section 1601 and 1602 together replace section 1600, “Consolidated Financial 

Statements”.  Section 1601 establishes standards for the preparation of consolidated financial statements.  Section 

1602 establishes standards for accounting for a non-controlling interest in a subsidiary in consolidated financial 

statements subsequent to a business combination.  It is equivalent to the corresponding provisions of IFRS IAS-27, 

“Consolidated and Separate Financial Statements”.  The Company is in the process of evaluating the requirements of 

the new standards. 

 

3. RECEIVABLES 
 

 As at July 31, 2009, receivables consisted of a bank guaranteed receivable of $Nil (January 31, 2009 - $3,567,684) 

and other receivables of $19,506 (January 31, 2009 - $42,484). 
 

During the year ended January 31, 2008, the Company completed the sale of its interest in the Middlemount deposit, 

through the sale of a former subsidiary, for $13,440,750 (AUD$15,000,000) of which $435,800 (AUD$500,000) 

was received and included in income in fiscal 2007.  During fiscal 2008, the Company received $4,928,275 

(AUD$5,500,000), during fiscal 2009 received $4,330,482 (AUD$4,500,000) and also received bank guarantees for 

the balance of the proceeds to be received on or before June 21, 2009.  In June 2009, the Company received the 

balance of proceeds representing $4,133,250 (AUD$4,500,000). 

 

4. RELATED PARTY TRA�SACTIO�S 

 

 During the six months ended July 31, 2009, the Company entered into the following transactions with related 

 parties: 

 

a) Paid or accrued consulting fees of $90,000 (2008 - $90,000) to a company controlled by a director. 

 

b) Paid or accrued management fees of $60,000 (2008 - $60,000) to a company controlled by an officer. 

 

c) Paid or accrued rent of $33,000 (2008 - $32,000) to a company controlled by a director. 

 

d) Paid or accrued directors’ fees of $30,000 (2008 - $10,000) to directors of the Company. 

 

 



SE��E� RESOURCES LTD. 

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

JULY 31, 2009 

(Unaudited - Prepared by Management) 

 

4. RELATED PARTY TRA�SACTIO�S (Continued) 

  

 As at July 31, 2009, accounts payable included $10,000 (January 31, 2009 - $10,000) owing to directors of the 

Company.  

 

 These transactions were in the normal course of operations and were measured at the exchange amount which is the 

amount established and agreed to by the related parties. 

 

5. CAPITAL STOCK A�D CO�TRIBUTED SURPLUS 

 

  

Capital Stock 

 

  

Number 

of Shares 

 

 

Amount 

 

Contributed 

Surplus 

    

Authorized    

 Unlimited common shares without par value    

    

Issued    

    

 Balance as at January 31, 2008  44,501,165 $ 14,628,577 $ 1,365,053 

  Shares issued for cash  3,497,500  699,500  - 

  Reclassification of contributed surplus on the  

   exercise of stock options 

  

                       - 

  

           262,567 

  

            (262,568) 

  Stock-based compensation  -  -  3,731 

    

    

 Balance as at January 31, 2009  47,998,665  15,590,644  1,106,216 

  Stock-based compensation  -  -  738,068 

     

 Balance as at July 31, 2009  47,998,665 $ 15,590,644 $ 1,844,284 

 

 July 31, 

2009 

July 31, 

2008 

   

Weighted average number of common shares outstanding 47,998,665 45,434,638 

Effect of dilutive stock options 1,121,609 19,444 

   

Diluted weighted average number of common shares outstanding 49,120,274 45,454,082 

 

6. STOCK OPTIO�S A�D WARRA�TS 
 

 Stock options 
 

 At July 31, 2009, the Company had incentive stock options outstanding, enabling the holders to acquire common 

shares as follows: 

 

Number 

of Shares 

Exercise 

Price 

 

Expiry Date 

50,000 $ 0.20  November 20, 2011 

5,650,000  0.17  March 9, 2014 

5,700,000    

 

 



SE��E� RESOURCES LTD. 
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

JULY 31, 2009 

(Unaudited - Prepared by Management) 

 

6. STOCK OPTIO�S A�D WARRA�TS (Continued) 
 

 Stock options (Continued) 
 

 Stock option transactions are summarized as follows: 

 

 

  

Number 

of Options 

Weighted 

Average 

Exercise 

Price 

   

Outstanding as at January 31, 2008  5,125,000  $ 0.20 

 Exercised  (3,497,500)  0.20 

 Expired  (1,577,500)  0.20 

   

Outstanding as at January 31, 2009   50,000  0.20 

 Granted  5,650,000  0.17 

   

Outstanding as at July 31, 2009  5,700,000 $ 0.17 

   

Exercisable as at July 31, 2009  5,700,000 $ 0.17 

 

  

 Stock-based compensation 
 

 In March 2009, the Company granted 5,650,000 stock options with a fair value of $738,068 or $0.13 per option, 

calculated using the Black-Scholes option pricing model.  The stock options all vested at time of granting. 

 

 The following assumptions were used for the Black-Scholes option pricing model calculation: 

  

 2009 

Risk-free interest rate  0.75% 

Expected life of option  5 years 

Annualized volatility  106% 

Dividend rate  0.00% 

 

 Warrants 

 

 As at July 31, 2009, there were no share purchase warrants outstanding. 

 

 

7. COMMITME�TS 

 

a) The Company leases office premises under an operating lease with a company controlled by a director.  During 

the year ended January 31, 2009, the Company extended term of its operating lease for an additional three year 

term, to expire in March 2012.  The landlord has the right to increase the annual base rent by 10% on April 1, 

2010 and 2011.  The lease provides for basic lease payments as follows: 

 

2010 $ 33,000  

2011  66,000  

2012  66,000  

2013  11,000  

 $ 176,000  

 



SE��E� RESOURCES LTD. 

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

JULY 31, 2009 

(Unaudited - Prepared by Management) 

 

7. COMMITME�TS (Continued) 
 

b) The Company entered into management contracts with companies having directors in common.  The Company 

has agreed to pay the companies a combined total of $25,000 per month.  The contracts can be terminated by the 

Company by providing 60 days written notice. If termination of services is without cause, the Company will be 

obligated to pay 36 months of services to one of the director's company and 24 months to a company owned by 

an officer of the Company. 

 

8. SUPPLEME�TAL DISCLOSURE WITH RESPECT TO CASH FLOWS 
 

 2009 2008 

   

Cash paid for income taxes $ 2,279,395 $ 3,377,500 

   

Cash paid for interest $ - $ - 

 

 There was no significant non-cash transactions for the six months ended July 31, 2009 and 2008. 

 

9. CAPITAL MA�AGEME�T 

 

The capital structure of the Company consists of equity attributable to common shareholders, comprising of issued 

capital, contributed surplus, retained earnings and accumulated other comprehensive income. The Company’s 

objectives when managing capital are to: (i) preserve capital, (ii) obtain the best available net return, and (iii) 

maintain liquidity. 

 

The Company manages the capital structure and makes adjustments to it in light of changes in economic condition 

and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may 

attempt to issue new shares, issue new debt, acquire or dispose of assets or adjust the amount of cash and equivalents 

and investments. 

 

The Company’s policy is to invest its excess cash in highly liquid, fully guaranteed, bank-sponsored instruments.  

This strategy is unchanged from fiscal 2009. 

 

The Company is not subject to externally imposed capital restrictions. 

  

 

10. FI�A�CIAL I�STRUME�TS A�D RISK MA�AGEME�T 

 

Fair Values 

 

The fair values of cash and equivalents, receivables, and accounts payable and accrued liabilities approximate their 

book values because of the short-term nature of these instruments. 

 

 (a) Financial Risk Management 

  

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk 

management framework. The Company considers the fluctuations of financial markets and seeks to minimize 

potential adverse effects on financial performance. 

 

(b) Financial Instrument Risk Exposure 

  

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board of Directors 

approves and monitors the risk management process.  

 



SE��E� RESOURCES LTD. 

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

JULY 31, 2009 

(Unaudited - Prepared by Management) 

 

10. FI�A�CIAL I�STRUME�TS A�D RISK MA�AGEME�T (Continued) 

 

Credit Risk 

Credit risk is the risk of a financial loss to the Company if a counterparty to a financial instrument fails to meet its 

contractual obligation. The Company’s exposure to credit risk includes cash and receivables. The Company reduces 

its credit risk by maintaining its bank accounts at large international financial institutions. The Company’s 

receivables consist of tax receivables due from federal government agencies.  The maximum exposure to credit risk 

is equal to the fair value or carrying value of the financial assets. 

  

Liquidity Risk 

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

Company’s ability to continue as a going concern is dependent on management’s ability to raise required funding 

through future equity issuances. The Company manages its liquidity risk by forecasting cash flows from operations 

and anticipating any investing and financing activities. Management and the Board of Directors are actively involved 

in the review, planning and approval of significant expenditures and commitments. 

  

 Market risk  

 Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange 

rates, and commodity and equity prices. Such fluctuations may be significant. 

 

 (a) Interest rate risk  

 The Company has cash balances. The Company’s current policy is to invest excess cash in investment-grade short-

term deposit certificates issued by its banking institutions. The Company periodically monitors the investments it 

makes and is satisfied with the credit ratings of its banks.  The effect of a 1% change in interest rates is 

approximately $169,000. 

 

 (b) Foreign currency risk  

 The Company is exposed to foreign currency risk on fluctuations in exchange rates in Australian dollars.  The effect 

of a 1% change in foreign exchange is approximately $170,000. 

 

 (c) Price risk  

 The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk is defined as 

the potential adverse impact on the Company’s earnings due to movements in individual equity prices or general 

movements in the level of the stock market. Commodity price risk is defined as the potential adverse impact on 

earnings and economic value due to commodity price movements and volatilities. The Company closely monitors 

commodity prices of gold and other precious and base metals, individual equity movements, and the stock market to 

determine the appropriate course of action to be taken by the Company. 

 

 

11. SEGME�TED I�FORMATIO� 
 

 The Company operates in one business segment within Canada, being the acquisition and exploration of mineral 

properties. 

 

 


