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BLUE ZEN MEMORIAL PARKS INC. 

  

     

MANAGEMENT’S DISCUSSION AND ANALYSIS OF THE FINANCIAL CONDITION AND RESULTS OF 

OPERATIONS FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012 

 

Blue Zen Memorial Parks Inc. and our current subsidiaries are referred to collectively as “Blue Zen,” the “Company”, “Group,” 

“we”, “us” and “our” throughout Management’s Discussion and Analysis of the Financial Condition and Results of Operations 

(“MD&A”), unless specified otherwise. The following MD&A should be read in conjunction with the audited consolidated financial 

statements and accompanying notes of Blue Zen for the years ended December 31, 2013 and December 31, 2012, which have been 

prepared in accordance with the International Financial Reporting Standards (the “IFRS”) issued by the International Accounting 

Standards Board (“IASB”). This MD&A is dated April 30, 2014. Additional information relating to the Company can be found on 

SEDAR (www.sedar.com) under Blue Zen Memorial Parks Inc.  

 

All currency amounts are in Canadian dollars, unless otherwise indicated. 

 

 

FORWARD-LOOKING STATEMENTS 

 

This MD&A contains certain forward-looking statements with respect to the Company. These forward-looking statements, by their 

nature, involve risks and uncertainties that could cause actual results to differ materially from those contemplated. We consider the 

assumptions on which these forward-looking statements are based to be reasonable, but caution the reader that these assumptions 

regarding future events, many of which are beyond our control, may ultimately prove to be incorrect. These forward-looking 

statements are made as of the date of this MD&A and the Company assumes no obligation to update or revise them to reflect new 

events or circumstances. 

 

 

NATURE OF ACTIVITIES  

 

Blue Zen is continued under the Canada Business Corporations Act with common shares listed on the Canadian Securities Exchange 

("CSE”) under the symbol “BZM.” The head office of the Company is c/o Dentons Canada LLP, 77 King Street West, Suite 400, 

Toronto, Ontario, Canada M5K 0A1. 

 

The Company was specialized in investment, development and asset management of Memorial Parks.  In September 2011, the 

Company elected to suspend the development of its memorial parks and shift its business focus to copper/mineral exploration and 

development.  

In October 2013, the Board of Directors approved a Share Purchase Agreement (“Agreement”) in which the principal shareholder, 

Sun Enterprises Group Ltd. (“SEG”), agreed to sell and to cause its member company, Sun Thinktank Creative Holdings Ltd., to sell 

a total of eleven million two hundred fifty thousand (11,250,000) common shares (“Shares”) in the capital of Blue Zen Memorial 

Parks Inc., representing all of its holdings in the Company, to Albert Barbusci, a current shareholder, in a private transaction. The 

transaction effectively assigns majority control of the Company to two principal shareholders – Jiangsu Tiandilong Land Resource 

Technology Co. Ltd. (“TDL”), which currently owns 11,250,000 shares (vis-à-vis nominee Edmond Yao), and Albert Barbusci, who 

owns 13,456,898 shares, following this transaction. This transaction effectively enables TDL’s CEO and principal owner, Jiaping 

Jiang, and Albert Barbusci to work together with a singular intent on acquiring the ideal copper mining asset suitable for injection into 

BZM and transitioning the Company’s strategic focus to mineral exploration and development.  

  

In connection with this transaction, SEG’s nominee directors and officers resigned, including CEO and Chairman Xianming Kong, 

director Ben Wu, China-based CFO Edward Zhao, and China-based COO Carla Zhou. Mr. Jiaping Jiang remained as director, and 

existing Canadian director Barry Sheehy assumed the position of Interim CEO and Chairman. Mr. Paul Yaphe, also of Canada, 

assumed the third board position. North American CFO Robert Lupacchino assumed the position of Corporate CFO and Secretary. 

 

 

GOING CONCERN 

These consolidated financial statements have been prepared using assumptions applicable to a going concern, which assume that the 

Company will continue in operation for the foreseeable future and will be able to realize its assets and discharge its liabilities in the 

normal course of operations. 

To date, the Company has not yet realized income and has significant losses to date resulting in a cumulative deficit of $2,839,618 
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(2012 - $2,443,203). In addition, as at December 31, 2013, the Company has a working capital deficiency of $1,677,131 (2012 - 

$1,900,700). The Company has relied primarily on the support of its related parties and shareholders to continue its operations.  

In order to meet its objectives, as disclosed in note 22 and the Subsequent Event note, on February 13, 2014, the Company signed an 

agreement with Anfield Resources in Arizona (it is pending due-diligence) to acquire an interest in a mineral exploration property in 

the Binghamton Copper Queen mining asset for $2 million. The two major shareholders will be working together to raise the 

necessary investment capital of $2 million plus an additional $500,000 for approximately 18 months of working capital through 

private placements at a price of $0.10 per share for a total issuance of 25 million new Blue Zen Memorial Parks Inc. common shares. 

In addition, the Company’s two major shareholders have agreed to make available to the Company, on a 50/50 basis, sufficient funds 

to cover all basic operating expenses of the Company for a 12-month period commencing October 28, 2013.  

In assessing whether the going concern assumption is appropriate, management takes into account all available information about the 

future, which is at least, but is not limited to, twelve months from the end of the reporting period. Management is aware in making its 

assessment, of material uncertainties related to events or conditions, such as those described above and herein, that may cast 

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

There is no assurance that the sources of funding described above will be available to the Company, or that they will be available on 

terms and on a timely basis that are acceptable to the Company. Accordingly, these consolidated financial statements do not reflect 

any adjustments to the carrying values of assets and liabilities that would be necessary should the Company be unable to continue as 

a going concern.   

 

 

SIGNIFICANT ACCOUNTING POLICIES 

 

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (the 

"IFRS") issued by the International Accounting Standards Board ("IASB") and Interpretations of the International Financial 

Reporting Interpretations Committee (“IFRIC”).   

 

These financial statements were approved by the Company's Board of Directors on April 30, 2014.  

 

Principles of presentation and consolidation  

These consolidated financial statements include the accounts of the Company and its controlled subsidiaries. Control is achieved 

when the Company has the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities. 

Subsidiaries are fully consolidated from the date on which control is transferred to the Company until the date on which control 

ceases. All inter-company transactions, balances, income and expenses are eliminated in full upon consolidation. The Company’s 

direct and indirect subsidiaries are as follows: 

 Blue Zen Memorial Park (China) Limited ("BZ BVI") 100% 

 Sun Aide (Beijing) Consulting Limited ("Aide"), 100% 

 Yixing Hexinyuan Culture & Art Co., Ltd. (“Hexinyuan”)     0% 

 

Blue Zen Memorial Park (China) Limited (BZ BVI) was incorporated in the British Virgin Islands on November 6, 2007 as a BVI 

business company with limited liability under the name of Bond Leap International Limited. On July 23, 2008, the Company’s name 

was changed to Artcurial Hong Kong Operating Limited. On January 22, 2009, the Company’s name was changed to China Art 

Investments Limited. On August 19, 2010, the Company’s name was changed to Redrock Thinktank Investment Limited. On 

October 27, 2010, the Company’s name was changed to Blue Zen Memorial Park (China) Limited ("BZ BVI"). The registered office 

of the BZ BVI is at P.O. Box 957, Offshore Incorporations Centre, Road Town, Tortola, British Virgin Islands. The Company 

commenced specialization in investment, development, and asset management relating to high-end memorial parks.  

 

BZ BVI has one 100% owned subsidiary,  Sun Aide (Beijing) Consulting Limited ("Aide"), established in People's Republic of 

China on May 29, 2008 with a paid up capital of RMB 1,000,000. On June 3, 2011, Aide changed its name to Beijing Rong Xin Yuan 

(“Rong Xin Yuan”). It is a wholly foreign-owned enterprise (WFOE) by BZ BVI. It is a limited liability company with a term from 

May 29, 2008 to May 29, 2038.  

 

Yixing Hexinyuan Culture & Art Co., Ltd. (“Hexinyuan”) was established in the People's Republic of China on December 9, 2010 

with registered and paid up capital of RMB 1,000,000. It is a limited liability company with a term from December 9, 2010 to 

December 9, 2040. Hexinyuan’s shareholder is Mr. Jiang Jiaping. 

  

On December 18, 2010, Jiangsu Tiandilong Land Resource Technology Co. Ltd. (“Tiandilong”), a company controlled by Mr. Jiang 

Jiaping, and Hexinyuan signed the Land Use Right Transfer Agreement, of which Tiandilong agreed to transfer its land use right of 
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the Land located in Yixing to Hexinyuan. The registered office of the Company is at 8, Litong Road, Xushe West, suburb industrial 

area, Yixing City, China.  

 

On December 14, 2010, the following agreements were signed in Beijing:  

 Call Option Agreement - Aide, Jiang Jiaping and Hexinyuan signed the Call Option Agreement in which Jiang Jiaping 

granted Aide an irrevocable option to purchase all of his interests in Hexinyuan.  

 Entrusted Management Agreement – Aide, Jiang Jiaping and Hexinyuan signed the Entrusted Management Agreement in 

which Jiang Jiaping granted Aide the irrevocable and exclusive right to manage all operations of Hexinyuan, to manage and 

control all cash flow and assets of Hexinyuan for which Aide shall be paid a management fee.  

 Shareholders’ Voting Proxy Agreement – Jiang Jiaping and Aide signed the Shareholders’ Voting Proxy Agreement in 

which Jiang Jiaping assigned the exclusive right to exercise his voting rights as shareholder of Hexinyuan to party designed 

by Aide.  

 Pledge of Equity Agreement – Jiang Jiaping and Aide signed the Pledge of Equity Agreement in which Jiang Jiaping agreed 

to pledge all his equity interests in Hexingyuan to Aide.  

 

As a result of the above contractual agreements, Aide has the sole voting rights and the power to govern the financial and operating 

policies of Hexingyuan. Accordingly, Hexingyuan was accounted for as a controlled subsidiary of Aide in the preparation of these 

consolidated financial statements.  

 

Financial instruments 

 

Financial assets  

Purchases and sales of financial assets are recognized on the settlement date, which is the date on which the asset is delivered to or by 

the Company. Financial assets are derecognized when the rights to receive cash flows from the investments have expired or were 

transferred and the Company has transferred substantially all risks and rewards of ownership. Financial assets are classified in the 

following categories at the time of initial recognition based on the purpose for which the financial assets were acquired:  

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

selling or repurchasing them in the near term. They are carried in the consolidated statements of financial position at fair value with 

changes in fair value recognized in the consolidated statements of 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 

consolidated statements of comprehensive loss. 

Available-for-sale – These assets are non-derivative financial assets that are either designated in this category or not classified in any 

of the other categories. They are included in other non-current financial assets unless management intends to dispose of the 

investment within 12 months of the end of the reporting period. They are carried at fair value with changes in fair value recognized 

directly in other comprehensive income. 

 

Financial liabilities 

The Company classifies its financial liabilities into one of two categories. 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 being sold or repurchased in the near term. They are carried in the consolidated statements of financial position at fair value with 

changes in fair value recognized in the consolidated statements of comprehensive loss. 

Other financial liabilities - Financial liabilities classified as other liabilities are measured at amortized cost using the effective 

interest method. Interest expense is recorded in the consolidated statements of comprehensive loss. 
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The Company’s financial instruments consist of the following: 
Financial assets: Classification: 

Cash  Fair value through profit or loss  

Other receivables Loans and receivables 

 

Financial Liabilities: Classification: 

Trade payables and accrued liabilities Other financial liabilities 

Due to shareholders Other financial liabilities 

Due to related parties  Other financial liabilities 

Loans payable - related parties  Other financial liabilities 

Note payable Other financial liabilities 

 

Impairment of financial assets 

Financial assets are assessed for indicators of impairment at the end of each reporting period. Financial assets are impaired when 

there is objective evidence that, as a result of one or more events that occurred after the initial recognition of the financial assets, the 

estimated future cash flows of the investments have been negatively impacted. Evidence of impairment could include: significant 

financial difficulty of the issuer or counterparty; or default or delinquency in interest or principal payments; or the likelihood that the 

borrower will enter bankruptcy or financial reorganization. 

The carrying amount of financial assets is reduced by any impairment loss directly for all financial assets with the exception of other 

receivables, where the carrying amount is reduced through the use of an allowance account. When other receivables are considered 

uncollectible, they are written off against the allowance account. Subsequent recoveries of amounts previously written off are 

credited against the allowance account. Changes in the carrying amount of the allowance account are recognized in the consolidated 

statement of comprehensive loss. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event 

occurring after the impairment was recognized, the previously recognized impairment loss is reversed through profit or loss to the 

extent that the carrying amount of the investment at the date the impairment is reversed does not exceed what the amortized cost 

would have been had the impairment not been recognized. 

 

Fair value hierarchy 

All financial instruments measured at fair value are categorized into one of three hierarchy levels, described below, for disclosure 

purposes: 

Each level reflects the inputs used to measure the fair values of assets and liabilities: 

Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities; 

Level 2 – inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, 

prices or indirectly (that is, derived from prices); and 

Level 3 – inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs). 

Determination of fair value and resulting hierarchy requires the use of observable market data whenever available. The classification 

of a financial instrument in the hierarchy is based upon the lowest level of input that is significant to the measurement of fair value.  

 

Share issue costs 

Costs incurred for the issuance of common shares are deducted from share capital. 

 

Loss per share 

The calculation of loss per common share is based on the reported net loss divided by the weighted average number of shares 

outstanding during the year. Diluted loss per share is calculated on the treasury stock basis. As the potentially dilutive equity 

instruments are anti-dilutive, basic and diluted earnings per share are the same. 

 

De-recognition of financial assets  

The Company derecognizes a financial asset only when the contractual rights to the cash flows from the asset expire, or when it 

transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the Company 

neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset, the 

Company recognizes its retained interest in the asset and an associated liability for amounts it may have to pay. If the Company 

retains substantially all the risks and rewards of ownership of a transferred financial asset, the Company continues to recognize the 

financial asset and also recognizes a collateralized borrowing for the proceeds received. 
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De-recognition of financial liabilities 

The Company derecognizes financial liabilities when, and only when, the Company’s obligations are discharged, cancelled or 

expire. 

 

Land use rights  

According to the laws of China, the government owns all the land in China. Companies or individuals are authorized to possess and 

use the land only through land use rights granted by the Chinese government. Land use rights are being amortized using the 

straight-line method over the lease term of the rights. 

  

The lease period began during 2009 and expires in 2059. The land use rights have been recorded as intangible assets and were 

measured at cost on initial recognition.  Following initial recognition, the amount is being amortized and recorded as expense over 

the 50-year term of the lease.  

 

Impairment of non-financial assets 

Non-financial assets are reviewed for impairment if there is any indication that the carrying amount may not be recoverable. If any 

such indication is present, the recoverable amount of the asset is estimated in order to determine whether impairment exists. Where 

the asset does not generate cash flows that are independent from other assets, the Company estimates the recoverable amount of the 

cash-generating unit to which the asset belongs.  

 

An asset’s recoverable amount is the higher of fair value less costs to sell and value in use. 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 for which estimates of future cash flows have not been adjusted. 

 

If the recoverable amount of an asset or cash generating unit is estimated to be less than its carrying amount, the carrying amount is 

reduced to the recoverable amount. An impairment loss is recognized immediately in profit or loss. Where an impairment 

subsequently reverses, the carrying amount is increased to the revised estimate of recoverable amount, but only to the extent that this 

does not exceed the carrying value that would have been determined if no impairment had previously  been recognized. A reversal is 

recognized in profit or loss for the period. 

 

Trade payables 

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of business. Trade payables 

are recognized initially at fair value and subsequently measured at amortized cost, and are classified as current liabilities if payment 

is due within one year or less.  

 

Provisions 

Provisions represent liabilities of the Company for which the amount or timing is uncertain. Provisions are recognized when the 

Company has a present legal or constructive obligation as a result of past events, it is probable that an outflow of resources will be 

required to settle the obligation, and the amount can be reliably estimated. Provisions are not recognized for future operating losses. 

Provisions are measured at the present value of the expected expenditures to settle the obligation using a discount rate that reflects 

current market assessments of the time value of money and the risks specific to the obligation. The increase in the provision due to 

the passage of time is recognized as interest expense. 

 

The Company had no material provisions at December 31, 2013 and 2012. 

 

Segment reporting  

The Company identifies operating segments and prepares segment information based on the regular internal financial information 

reported to the chief operating decision makers, the directors of the Company, for their decisions about allocation of the resources to 

the Company’s business components and for their review of the performance of those components. The business components in the 

internal financial information reported to the directors are determined following the Company’s major service lines. The Company 

conducts its business in a single operating segment. 

 

Stock-based compensation  

The share option plan allows the Company’s employees and consultants to acquire shares of the Company. The fair value of options 

granted is recognized as a share-based payment expense with a corresponding increase in equity. An individual is classified as an 

employee when the individual is an employee for legal or tax purposes (direct employee) or provides services similar to those 

performed by a direct employee. 

 

For employees the fair value is measured at grant date and each tranche is recognized on a graded-vesting basis over the period 

during which the options vest. The fair value of the options granted is measured using the Black-Scholes option pricing model taking 
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into account the terms and conditions upon which the options were granted. At each financial position reporting date, the amount 

recognized as an expense is adjusted to reflect the actual number of share options that are expected to vest. 

 

Share-based payment transactions with non-employees are measured at the fair value of the goods or services received.  

However, if the fair value cannot be estimated reliably, the share-based payment transaction is measured at the fair value of the 

options granted at the date the Company receives the goods or the services using the Black-Scholes option pricing model. 

Income taxes  

Current taxes 

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from 

or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively 

enacted at the end of each reporting period. 

Deferred taxes 

Deferred tax is provided using the liability method on temporary differences, at the end of each reporting period, between the tax 

bases of assets and liabilities and their carrying amounts for financial reporting purposes. 

Deferred tax liabilities are recognized for all taxable temporary differences, except: 

 where the deferred tax liability arises from the initial recognition of goodwill or of an asset  or liability in a transaction that 

is not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or 

loss; and 

 in respect of taxable temporary differences associated with investments in subsidiaries, where the timing of the reversal of 

the temporary differences can be controlled and it is probable that the temporary differences will not reverse in the 

foreseeable future. 

Deferred tax assets are recognized for all deductible temporary differences, carry forward or unused tax credits and unused tax losses, 

to the extent that it is probable that taxable profit will be available against which the deductible temporary differences and the carry 

forward of unused tax credits and unused tax losses can be utilized except: 

 where the deferred tax asset relating to the deductible temporary difference arises from the initial recognition of an asset or 

liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the accounting 

profit nor taxable profit of loss; and 

 in respect of deductible temporary differences associated with investments in subsidiaries, deferred tax assets are 

recognized only to the extent that it is probable that the temporary differences will reverse in the foreseeable future and 

taxable profit will be available against which the temporary differences can be utilized. 

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that it is no longer 

probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilized. Unrecognized 

deferred tax assets are reassessed at the end of each reporting period and are recognized to the extent that it has become probable that 

future taxable profit will allow the deferred tax asset to be recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is realized or the 

liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the end of each reporting 

period. 

Deferred tax relating to items recognized directly in equity is recognized in equity and not in the consolidated statements of loss and 

comprehensive loss.  

Deferred tax assets and deferred tax liabilities are offset if, and only if, a legally enforceable right exists to set off current tax assets 

against current tax liabilities and deferred tax assets and liabilities relate to income taxes levied by the same taxation authority on 

either the same taxable entity or different taxable entities which intend to either settle current tax liabilities and assets on a net basis, 

or to realize the assets and settle the liabilities simultaneously, in each future period in which significant amounts of deferred tax 

assets or liabilities are expected to be settled or recovered. 

Foreign currency translation  

Functional currency and presentation currency 

The functional currency of each of the Company’s entities is measured using the currency of the primary economic environment in 

which that entity operates. The consolidated financial statements are presented in Canadian dollars which is the parent company’s 
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functional currency. The functional currency of Blue Zen is Canadian dollars, the functional currency of Aide and Hexinyuan is 

Chinese Renminbi and the functional currency of BZ BVI is US dollars. 

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the date of the 

transaction. Foreign currency monetary items are translated at the period-end exchange rate. Non-monetary items measured at 

historical cost continue to be carried at the exchange rate at the date of the transaction. Non-monetary items measured at fair value are 

reported at the exchange rate at the date when fair values were determined. Exchange differences arising on the translation of 

monetary items or on settlement of monetary items are recognized in the statement of comprehensive loss in the period in which they 

arise. 

The financial statements of the entities that have a functional currency different from that of the parent company (“foreign 

operations”) are translated into Canadian dollars as follows: assets and liabilities – at the closing rate at the date of the statement of 

financial position, and income and expenses – at the average rate of the period (as this is considered a reasonable approximation to 

actual rates). All resulting changes are recognized in other comprehensive income as cumulative translation adjustments. 

 

Equity instruments 

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs. 

Where share capital recognized as equity is repurchased, the amount of the consideration paid, which includes directly attributable 

costs, is net of any tax effects, and is recognized as a deduction from equity. Repurchased shares are cancelled immediately upon the 

repurchase or classified as treasury shares and are presented as a deduction from total equity. No gain or loss is recognized in profit 

or loss on the purchase, sale, issue and cancellation of the Company’s own shares. When treasury shares are sold or reissued 

subsequently, the amount received is recognized as an increase in equity, and the resulting surplus or deficit on the transaction is 

transferred to or from retained earnings. 

 

Future Accounting Changes 

Certain pronouncements were issued by the IASB or International Financial Reporting Interpretations Committee that will be 

effective for future accounting periods. Many of these updates are not applicable or consequential to the Company and have been 

excluded from the discussion below. The following pronouncements are effective for periods beginning on January 1, 2014, except 

for IFRS 9 which is effective for periods beginning on January 1, 2018. 

 

IAS 32 - Financial instruments: Presentation  

IAS 32 has been amended to clarify certain requirements for offsetting financial assets and liabilities. The amendment addresses the 

meaning and application of the concepts of legally enforceable right of set-off and simultaneous realization and settlement. IAS 32 

relates to presentation and disclosures and is not anticipated to have a material impact on the Company’s results and financial 

position.  

 

IAS 36 – Impairment of assets  

IAS 36 has been amended to require disclosure of the recoverable amount of an asset (including goodwill) or a cash generating unit 

when an impairment loss has been recognized or reversed in the period. When the recoverable amount is based on fair value less 

costs of disposal, the valuation techniques and key assumptions must also be disclosed. The amendment is not anticipated to have a 

material impact on the Company’s results and financial position.  

 

IAS 39 – Financial Instruments: Recognition and measurement  

IAS 39 has been amended to allow hedge accounting to continue when, as a result of laws or regulations, the counterparty to a 

derivative designated as a hedging instrument is replaced by a central clearing counterparty. The amendment is not anticipated to 

have a material impact on the Company’s results and financial position. 

 

IFRIC 21 – Levies   

IFRIC 21 addresses the recognition requirements for a liability to pay a levy imposed by a government, other than an income tax. The 

interpretation requires the recognition of a liability when the event, identified by the legislation, triggering the obligation to pay the 

levy occurs. IFRIC 21 is not anticipated to have a material impact on the Company’s results and financial position.    

 

IFRS 7 – Financial instruments: Disclosures 

IFRS 7 has been amended to require disclosures that are either permitted or required on the basis of the entity’s date of adoption of 

IFRS 9 and whether the entity elects to restate prior periods under IFRS 9. IFRS 7 is not anticipated to have a material impact on the 

Company’s results and financial position.  
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IFRS 9 – Financial instruments: Classification and measurement 

IFRS 9, replaces the guidance on “classification and measurement” of financial instruments in IAS 39 - Financial Instruments - 

Recognition and Measurement. The new standard requires a consistent approach to the classification of financial assets and replaces 

the numerous categories of financial assets in IAS 39 with two categories, measured at either amortized cost or at fair value. For 

financial liabilities, the standard retains most of the IAS 39 requirements, but where the fair value option is taken, the part of a fair 

value change due to an entity’s own credit risk is recorded in other comprehensive income rather than the income statement, unless 

this creates an accounting mismatch.  

The new standard (a) no longer requires the use of a specific quantitative threshold to determine if the hedging relationship is highly 

effective in order to qualify for hedge accounting; (b) removes restrictions that prevented some economically rational hedging 

strategies from qualifying for hedge accounting; and (c) allows purchased options, forwards and non-derivative financial instruments 

to be hedging instruments in applicable circumstances.   

IFRS 9 is being assessed to determine its impact on the Company’s results and financial position.  

 

CHANGES IN ACCOUNTING POLICIES 

Consolidation, Joint Ventures and Separate Financial Statements 

The Company adopted the following standards regarding consolidation, joint ventures, and separate financial statements beginning 

January 1, 2013 with retrospective application from January 1, 2012. 

 IFRS 10 ‘Consolidated Financial Statements’ – replaces the guidance on ‘consolidation; in IAS 27 – Consolidated and 

Separate Financial Statements, and Standing Interpretations Committee (“SIC”) 12 – Consolidation – Special Purpose 

Entities. The new standard contains a single consolidation model that identifies control as the basis for consolidation for all 

types of entities, including special purpose entities. The new standard also sets out requirements for situations when control 

is difficult to assess, including circumstances in which voting rights are not the dominant factor in determining control. 

 IFRS 11 ‘Joint Arrangements’ – replaces the guidance on ‘joint ventures’ in IAS 31 – Interests in Joint Ventures, and SIC 13 

– Jointly Controlled Entities – Non-Monetary Contributions by Ventures. The new standard introduces a principles-based 

approach to accounting for joint arrangements that requires a party to a joint arrangement to recognize its rights and 

obligations arising from the arrangement. The new standard requires that joint ventures be accounted for under the equity 

method and eliminates the option to proportionally consolidate. 

 IAS 27 ‘Separate Financial Statements’ – has been amended for the issuance of IFRS 10, but retains the current guidance for 

separate financial statements. 

 IAS 28 ‘Investments in Associates and Joint Ventures’ - has been amended for conforming changes based on the issuance of 

IFRS 10 and IFRS 11. The amendment requires that where a joint arrangement is determined to be a joint venture under 

IFRS 11, it should be accounted for using the equity method guidance provided in this standard. 

The adoption of the pronouncements and amendments described above did not have a material impact on the Company’s results for 

the years ended December 31, 2013 and 2012 and financial position at December 31, 2013 and 2012. 

  

Other Pronouncements and Amendments 

The following other pronouncements and amendments were also effective beginning January 1, 2013, but did not have a material 

impact on the Company’s results for the years ended December 31, 2013 and 2012 and financial position at December 31, 2013 and 

2012. 

 IFRS 7 ‘Financial Instruments: Disclosures’ – has been amended to provide common disclosure requirements with U.S. 

GAAP about rights of offset and related arrangements for financial statements under an enforceable master netting or similar 

arrangement. 

 IFRS 12 ‘Disclosure of Interest in Other Entities’ – sets out the required disclosures for entities applying IFRS 10, 11 and 

IAS 28 (as amended in 2011). The new standard combines, enhances and replaces the disclosure requirements for 

subsidiaries, associates, joint arrangements and unconsolidated structured entities. 
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 IFRS 13 ‘Fair Value Measurement’ – defines ‘fair value’ and sets out in a single standard a framework for measuring fair 

value and requires disclosures about fair value measurements. The new standard reduces complexity and improves 

consistency by clarifying the definition of fair value and requiring its application to all fair value measurements. 

 

 

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS 

The preparation of these financial statements requires management to make judgments and estimates that affect the reported amounts 

of assets and liabilities at the date of the financial statements and reported amounts of expenses during the reporting period. Actual 

outcomes could differ from these judgments and estimates. The financial statements include judgments and estimates which, by their 

nature, are uncertain. The impacts of such judgments and estimates are pervasive throughout the financial statements, and may 

require accounting adjustments based on future occurrences. Revisions to accounting estimates are recognized in the period in which 

the estimate is revised and also in future periods when the revision affects both current and future periods. 

Significant assumptions about the future and other sources of judgments and estimates that management has made at the end of the 

reporting periods, could result in a material adjustment to the carrying amounts of assets and liabilities. The following areas require 

management’s critical estimates and judgments:  

The most significant estimates relate to the following:  

(a) Share-based payments  

Share based payment values are calculated based on volatility, risk free interest rates, the fair value of the Company’s shares on the 

grant date, exercise price, expected dividend yield, expected forfeiture rate and expected life of the instrument. Management uses its 

judgment in selecting the specific value of each input. 

(b) Deferred taxes  

Deferred tax is recognized using the liability method, providing for temporary differences between the carrying amounts of assets 

and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is measured at the tax rates 

that are expected to be applied to temporary differences when they reverse, based on the laws that have been enacted or substantively 

enacted by the reporting date. A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be 

available against which the temporary difference can be utilized. Deferred tax assets are reviewed at each reporting date and are 

reduced to the extent that it is no longer probable that the related tax benefit will be realized.  

(c) Impairment assessment of land use rights  

Management determines at each reporting period whether there are any indicators of impairment. If there are indicators, the carrying 

value of the land use rights is compared to the recoverable amount to calculate the amount of impairment. If no indicators of 

impairment are identified, no impairment test is performed.  

The most significant judgments relate to the following: 

(a) Going concern 

The assessment of the Company’s ability to execute its strategy by funding future working capital requirements involves judgment. 

Estimates and assumptions are continually evaluated and are based on historical experience and other factors, including expectations 

of future events that are believed to be reasonable under the circumstances. These consolidated financial statements have been 

prepared on the basis of the accounting principles applicable to a going concern, which assumes the Company’s ability to continue in 

the normal course of operations for the foreseeable future and to realize its assets and discharge its liabilities in the normal course of 

operations. There are several adverse conditions that cast doubt upon the appropriateness of this assumption. Refer to note 2 for more 

details.   

 

 

OVERALL PERFORMANCE 

 

To date, the Company has not yet realized income and has significant losses to date resulting in a cumulative deficit of $2,839,618 

(2012 - $2,443,203). In addition, as at December 31, 2013, the Company has a working capital deficiency of $1,677,131 (2012 - 

$1,900,700). The Company has relied primarily on the support of its related parties and shareholders to continue its operations. 
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SELECTED FINANCIAL INFORMATION 

Comparison of the years ended December 31, 2013 and 2012 

 

Audited Consolidated Statement of Financial Position 

            

 

December 31,   2013 2012 

     

Assets         

Current:         

Cash      159,046 159,755 

Other receivables    4,645 4,817 

     163,691 164,572 

Non-current:      

Land use rights     2,183,784 2,232,852 

       

Total assets    2,347,475 2,397,424 

       

Liabilities      

Current :      

Trade payables and accrued liabilities    99,793 224,530 

Due to shareholders    1,491,276 152,670 

Due to related parties   56,476 566,955 

Loans payable – related parties    193,277 1,121,117 

    1,840,822 2,065,272 

Non-current: 

Note payable   638,160 -      

     

Total liabilities    2,478,982 2,065,272 

       

Shareholders' equity (deficiency)      

Share capital     2,764,050 2,764,050 

Accumulated other comprehensive income (loss)    (55,939) 11,305 

Deficit     (2,839,618) (2,443,203) 

Total shareholders' equity (deficit)    (131,507) 332,152 

     

Total liabilities and shareholders' equity    2,347,475 2,397,424 

 

 

Audited Consolidated Statement of Comprehensive Loss 

 

 

December 31,  2013 2012 

 

Expenses    

Sales and marketing  28,377 18,642 

Interest  8,538 7,766 

Stationery and office   38,690 28,612 

Foreign exchange loss (gain)  38,760 (202) 

Personnel cost  -      32,304 

Professional fees   267,407 323,084 

Amortization of land use right   49,068 49,074 
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Property tax  32,970 31,183 

  (463,810) (490,463) 

Other non-operating income 

 

Gain on derecognition of financial liability [Note 13]  

 

67,395 

 

-      

    

Net loss  (396,415) (490,463) 

    

Other comprehensive income (loss):    

Foreign currency translation adjustments to equity  (67,244) 13,467 

    

Total comprehensive loss  (463,659) (476,996) 

    

Earnings per share:    

Basic and diluted  (0.01) (0.01) 

Weighted average number of shares outstanding - basic and diluted  36,401,420 36,401,420 

     

     

ANNUAL FINANCIAL RESULTS AND RESULTS OF OPERATIONS  

For the Year Ended December 31, 2013 Compared to the Year Ended December 31, 2012 

 

Revenue 

For the years ended December 31, 2013 and 2012 Blue Zen generated no revenue. 

 

Operating Expenses 

Operating expenses include sales and marketing expenses, interest, stationery and office supplies, foreign exchange loss, personnel 

costs, professional fees, amortization of land use rights and property tax. Overall, for the year ended December 31, 2013, operating 

expenses are $463,810, slightly lower as compared to operating expenses of $490,463 for the year ended December 31, 2012. The 

decrease occurred as a result of the Company’s efforts to minimize operational expenses in view of the continued lack of revenue.  

  

Loss from Operations 

For the year ended December 31, 2013, the Company’s loss from operations are at $396,415, which include a gain on derecognition 

of financial liability of $67,395, as compared to a loss from operations of $490,463 over the same period in 2012, for reasons 

explained above. 

 

Other Comprehensive Income/Loss 

The Company also incurred a loss to earnings of $67,244 (2012 – gain of $13,467) representing a foreign currency translation 

adjustment to equity.  

 

Total Comprehensive Loss 

For the year ended December 31, 2013, the Company’s total comprehensive loss decreased to $463,659 as compared to a total 

comprehensive loss of $476,996 for the year ended December 31, 2012.  

 

Loss per Common Share 

For the year 2013, Blue Zen posted a net loss per common share (basic and diluted) of $0.01 compared to a net loss per share of $0.01 

in 2012. 

 

 

QUARTERLY RESULTS 

  

2012         

 

2012 

 

2012            

 

2012 

 

2013 

 

2013 

 

2013 

 

2013 

 Q1 Q2 Q3           Q4 Q1 Q2 Q3 Q4 

 $ $ $ $ $ $ $ $ 

Revenues - - - - - - - - 

Net loss 

 

(113,185) 

 

(114,100) 

 

(111,045)        

 

(152,133) 

 

(106,090) 

 

(114,976) 

 

(88,901) 

 

(86,448) 
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Total 

comprehensive 

loss 

 

(99,172) 

 

(144,763) 

 

(59,220) 

 

(173,841) 

 

(83,800) 

 

(176,473) 

 

(62,674) 

 

(140,712) 

         

Net loss per share: 

Basic and fully 

diluted 

 

(0.0031) 

 

(0.0031) 

 

(0.0031) 

 

(0.0042) 

 

(0.0029) 

 

(0.0032) 

 

(0.0024) 

 

(0.0024) 

 

         

Comparison of Fourth Quarter Results 

During the quarters ended December 31 for both 2013 and 2012, the Company generated no revenue and continued to incur 

operating losses. Net loss from operations for the quarter ending December 31, 2013 is $86,448 as compared to $152,133 for the 

fourth quarter in 2012. Total comprehensive loss is $140,712 for the last quarter of 2013 compared to $173,841 for the fourth quarter 

in 2012.  Losses for the fourth quarter decreased year-over-year primarily as a result of the gain on the derecognition of financial 

liability associated with the October 2013 share purchase agreement (see “Gain on Derecognition of Financial Liability”). 

 

 

LIQUIDITY AND CAPITAL RESOURCES 

 

As at December 31, 2013 the Company’s current assets of $163,691 (2012 - $164,572) are exceeded by the Company’s current 

liabilities of $1,840,822 (2012 – $2,065,272).  

  

Cash Position 

As at December 31, 2013, the cash position of the Company was $159,046 as compared to a cash position of $159,755 at the end of 

2012.  Cash in Canadian banks is $43,402 (2012 – $5,027) and cash in foreign banks is $115,644 (2012 - $154,728). Of the total 

amount of cash and cash equivalents, $115,644 (2012-$154,728) is held in a Chinese subsidiary which has regulatory restrictions 

where exchange controls and other legal restrictions apply and is therefore not available for general use by the Company. Cash 

decreased by $709 from $159,755 at the beginning of the year to $159,046 at December 31, 2013. There were no cash equivalents as 

at December 31, 2013 and December 31, 2012. 

 

Operating Activities 

For the year ended December 31, 2013, cash flows were used for the net loss of $396,415 (2012 - $490,463). Items not requiring an 

outlay of cash included interest of $8,375 (2012 – $7,929), the amortization of land use right of $49,068 (2012 - $49,074), the foreign 

exchange loss of $34,593 (2012 - $0), and the gain on derecognition of financial liability of $67,395 (2012 - $0), The net change in 

non-cash operating working capital items included trade and other receivables of $172 (2012 - $22,796), accounts payable, accrued 

liabilities and tax payables of $124,737 (2012 - $18,043). Total cash used for operating activities is $496,339 as compared to 

$392,621 at December 31, 2012. 

 

Financing Activities 

For the year ended December 31, 2013 financing activities include an increase in due to shareholders of $555,388 (2012 - $6,670), an 

increase in loans payables to related parties of $24,197 (2012 - $15,858) and a decrease in due to related parties of $70,405 (2012 – 

increase of $358,012). Total cash provided by financing activities is $509,180 (2012 - $380,540).  

 

Foreign Exchange 

Cash used for the effect of foreign exchange rate changes is $13,550 (2012 - $1,086).  

 

Working Capital 

For the year ended December 31, 2013, the Company has a working capital deficiency of $1,677,131 as compared to a working 

capital deficiency of $1,900,700 for the year ended December 31, 2012.  

 

 

FINANCIAL POSITION 

 

Assets 

As at December 31, 2013 the total assets of the Company decreased slightly to $2,347,475 from $2,397,424 at December 31, 2012. 

Assets include cash of $159,046 (2012 – $159,755), a receivable of $4,645 (2012 – $4,817), and land use rights of $2,183,784 (2012 

- $2,232,852). 

 

 



V1.5 13 

Liabilities 

As at December 31, 2013, the total liabilities of the Company are $2,478,982 (2012 - $2,065,272) and are comprised of both current 

and non-current liabilities: 

 

Current Liabilities 

(a) Trade payables, accrued liabilities and land use right tax of $99,793 (2012 - $224,530), see Note (a) 

(b) Due to shareholders of $1,491,276 (2012 - $152,670), see Note (b) and “Gain on derecognition of financial liability” 

(c) Due to related parties of $56,476 (2012 - $566,955), see Note (c) and “Gain on derecognition of financial liability” 

(d) Loans payables – related parties of $193,277 (2012 - $1,121,117), see Note (d) and “Gain on derecognition of financial liability” 

 

Note (a): Trade payables, accrued liabilities and land use right tax are comprised of the following: 

 

  2013 2012 
 

Trade payables  26,058  13,368 

Accrued liabilities  65,089  195,445 

Land use right tax  8,646  15,717 

  99,793  224,530 

 

Note (b): All amounts due to shareholders are non-interest bearing and have no specified terms of repayment; the balance payable is 

due on demand. 

 

Note (c): See “Related Party Transactions and Commitments”  

 

Note (d): Loans payable – related parties are comprised of the following: 

 Loan payable in the amount of RMB 1,000,000 (2012 - RMB 1,050,000) 

due to Jiaping Jiang, the balance is unsecured, interest bearing at 5% and is 

due on demand.. 193,277 175,979 

 Loan payable in the amount of HKD$ Nil (2012 - HKD$ 2,040,000) and in 

the amount of RMB Nil (2012 - RMB 100,000) due to Mr. Bruno Zhang 

Wu, the balance is unsecured, non-interest bearing and due on demand. -      277,830 

 Loan payable in the amount of HKD$ Nil (2012 - HKD $3,473,886) and 

RMB Nil (2012 – RMB 1,359,068) due to Sun Enterprise Group (“SEG”), a 

company controlled by Bruno Zheng Wu, the balance is unsecured, 

non-interest bearing and due on demand. 

 Loan payable in the amount of HKD$ 33,875 due to, Sun Media Ltd., a 

company controlled by Mr. Bruno Zheng Wu, the balance is unsecured, non 

interest bearing and due on demand. 

-      

 

-      

662,960 

 

4,348 

 193,277  1,127,117 

 

Non - Current Liabilities 

Note payable in the amount of USD$600,000 (CDN$638,160) (2012 – USD $Nil – 

CDN $NIL) due to SEG, a company controlled by Bruno Zheng Wu, with interest at 

a rate of 0.5% per annum and due on May 1, 2016.  The note is convertible at the 

option of the Company into common shares at a conversion price of $0.10 CDN per 

share.  638,160 -     

 638,160 -       
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Gain on derecognition of financial liability 

In October 2013, the Board of Directors approved a Share Purchase Agreement (“Agreement”) in which the principal shareholder, 

Sun Enterprises Group Ltd. (“SEG”), agreed to sell and to cause its member company, Sun Thinktank Creative Holdings Ltd., to sell 

a total of eleven million two hundred fifty thousand (11,250,000) common shares (“Shares”) in the capital of Blue Zen Memorial 

Parks Inc., representing all of its holdings in the Company, to Albert Barbusci, a current shareholder, in a private transaction. The 

transaction effectively assigns majority control of the Company to two principal shareholders – Jiangsu Tiandilong Land Resource 

Technology Co. Ltd. (“TDL”), which currently owns 11,250,000 shares (vis-à-vis nominee Edmond Yao), and Albert Barbusci, who 

owns 13,456,898 shares, following this transaction. This transaction effectively enables TDL’s CEO and principal owner, Jiaping 

Jiang, and Albert Barbusci to work together with a singular focus on acquiring the ideal copper mining asset suitable for injection into 

BZM and transitioning the Company’s strategic focus to mineral exploration and development.  

 

SEG, having either directly or through affiliated parties financed the activities of the Company through the issuance of working capital 

loans and advances totalling US$1,415,622 (CDN$1,476,353) and having previously made commitments to finance the Company’s 

continued operating expenses (the “Commitment”), has assigned that Commitment to Albert Barbusci. The two principal 

shareholders have agreed that for the 12-month period commencing on the Closing Date of the Agreement, they will make available to 

Blue Zen, on a 50/50 basis, sufficient funds to cover all basic operating expenses of Blue Zen in order to maintain its status as a 

reporting issuer.  

 

In consideration for accepting the Commitment, Mr. Barbusci was assigned by SEG a total of US$751,000 (CDN$783,218) in 

payables that were owed to SEG by the Company. Concurrent with the assignment of the payables to Mr. Barbusci, SEG has agreed 

to settle the remaining amount of US$664,622 (CDN$693,135) owed to it by the Company through the issuance by the Company of 

an interest-bearing note in the principal amount of $600,000 US to SEG (CDN$625,740), which the Company promises to pay to 

SEG on May 1, 2016 (the “Maturity Date”).  Interest will accrue at a rate of 0.5% per annum. This resulted in a gain on derecognition 

of a financial liability of US$64,622 (CDN$67,395), which has been recorded in statement of loss and comprehensive loss. The 

Company may, at its option, and at any time prior to the Maturity Date, elect to convert the principal as well as any accrued and 

unpaid interest outstanding into common shares in the capital of Blue Zen, at a conversion price of $0.10 Cdn per share. 

 

Shareholders’ Equity 

For the year ending December 31, 2013, the Company has a shareholder equity deficiency of $131,507 as compared to shareholder 

equity of $332,152 for the year ended December 31, 2012. The decrease in shareholder equity occurred primarily as a result of the net 

loss.  

 

Capitalization 

The Company is authorized to issue unlimited common shares with no par value. As at December 31, 2013, the Company has 

36,401,420 common shares issued and outstanding (December 31, 2012 – 36,401,420).  

 

a) On December 30, 2010, the Directors authorized the amendment to the Articles of the Corporation so as to consolidate the issued 

and outstanding common shares of the Corporation on the basis of one (1) common share for every ten (10) common shares issued 

and outstanding. All the references to number of shares, and options presented in these financial statements have been adjusted to 

reflect the consolidated number of shares. 

 

b) On August 13, 2010, the Company closed a private placement of an aggregate of 4,666,663 subscription receipts at a price of 

$0.075 per receipt, for gross proceeds of $350,000. On December 30, 2010 the Company issued 4,666,663 common shares to comply 

with the conditions of the private placement. 

 

c)  On December 30, 2010, the Company issued 45,000,000 common shares in accordance with the acquisition of all of the issued 

and outstanding securities of BZ BVI and a parcel of land for a value of $0.05 per share. As part of the agreement, 22,500,000 shares 

were cancelled, as the Company was not successful in obtaining the necessary licenses, permits and approvals in connection with 

development and operation of the Land as a Memorial Park on or before July 31, 2011. These shares were returned to Blue Zen’s  

treasury for cancellation in September 2011.  

 

Share-based payments plan 

The Company maintains a Stock Option Plan for eligible individuals: directors, officers, employees and consultants. Under this plan, 

the maximum aggregate number of shares reserved for issuance shall not exceed 10% of the then issued and outstanding shares of the 

Company. The option price, the expiration date of each option, the vesting period and other terms and conditions relating to each 

option shall be determined by the Board at the time of granting. The options are exercisable up to a maximum of 5 years after the grant. 

The movement in the number of stock options outstanding and their weighted average exercise prices are as follows: 
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  Weighted 

  average 

  exercise 

 Number price 
 
 

Outstanding and exercisable at December 31, 2011   1,861,000   0.37 

Forfeited    (186,000)   2.52 

 
 

Outstanding and exercisable at December 31, 2012 and 2013   1,675,000      0.13 

 
 

The following table summarizes information on options as at December 31, 2013: 

Options outstanding and exercisable 
 

   Weighted  

 Exercise Number average life  

 price outstanding remaining  

Expiry date $ # (years) #  
 

January 3, 2016  0.10   1,600,000   2.00 

January 3, 2016  0.75   75,000   2.00 
 

     1,675,000   2.00  
 

 

The Company has no outstanding warrants as of December 31, 2013. 

 

Income Taxes 

The following table reconciles the expected income taxes expenses (recovery) at the Canadian statutory income tax rates to the 

amounts recognized in the consolidated statements of loss and comprehensive loss for the years ended December 31, 2013 and 2012: 

 

 2013 2012 

Loss before taxes (396,415) (490,463) 

Statutory Canadian corporate tax rate 26.90% 26.90% 

   

Expected income tax (recovery) (106,636) (131,935) 

Non-deductible items (5,539) 455 

Change in estimates 21,607 33,397 

Functional currency adjustments - (234) 

Foreign tax rate difference - 3,271 

Deferred tax asset not recognized 90,568 95,046 

Total income taxes  -       -      

  

 

Deferred taxes reflect the tax effects of temporary differences between the carrying amounts of assets and liabilities for financial 

reporting purposes. Deferred tax assets (liabilities) as at December 31, 2013 and 2012 are comprised of the following: 

 

 2013 2012 

Non –capital loss carry forwards 10,326,290 9,958,606 

Capital losses 6,008,409 6,008,409 

Fixed assets 333,375 333,375 

Cumulative eligible capital 10,968 11,796 

Donation  1,000 

Deferred tax asset not recognized (16,679,042) (16,313,186) 

Net deferred tax assets (liability) -       -      
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The Company has non-capital loss carry forwards of $9,969,000 (2012-$9,665,000) which may be carried forward to apply against 

future year income tax for Canadian income tax purposes, subject to the final determination by taxation authorities, expiring in the 

following years: 

 

2014   312,000 

2015   637,000 

2026   3,323,000 

2027   3,155,000 

2028   1,111,000 

2029   200,000 

2030   253,000 

2031   266,000 

2032 

2033 

  359,000 

353,000 

     9,969,000  

 

The Company has net capital losses of $6,008,000 (2012-$6,008,000) which may be carried forward indefinitely and apply to reduce 

future taxable capital gains. 

The Company has net operating loss carry forwards of approximately $356,304 (2012 - $315,209) which may be carried forward to 

apply against future year income tax for Chinese income tax purpose, subject to the final determination by taxation authorities, the 

tax losses start expiring in 2016.The deferred tax assets have not been recognized because at this stage of the Company’s 

development, it is not probable that future taxable profit will be available against which the Company can utilize such deferred tax 

assets.  

 

 

RELATED PARTY TRANSACTIONS AND COMMITMENTS 

All transactions with related parties have occurred in the normal course of operations and have risen from the provision of services 

and expense reimbursements. Balances with related parties are unsecured, non-interest bearing and due on demand. 

Transactions with related parties during the years included the following: 

   2013 2012 

   

Consulting fees charged by directors and officers        150,433 165,407 

Interest charged by a shareholder             609   7,766 

Amounts due to related parties are as follows: 

 

Related Party       2013 2012 

     

Stratacon LLC   37,226 38,801 

Jiangsu Tiandilong Technology Ltd.   - 73,500 

Sun Thinktank Creative Ltd.   19,250 454,654 

Total    56,476 566,955 

 

 

CAPTAL MANAGEMENT 

The Company's objectives when managing capital are: 

 to safeguard the entity's ability to continue as a going concern, so that it can continue to provide returns for shareholders and 
benefits for other stakeholders; 

 to provide an adequate return to shareholders by pricing products and services commensurately with the level of risk. 

The Company sets the amount of capital in proportion to risk. The Company manages the capital structure and makes adjustments to 
it in light of changes in economic conditions and the risk characteristics of the underlying assets. In order to maintain or adjust the 
capital structure, the Company may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new 
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shares, or sell assets to reduce debt. 

The Company’s capital management strategy, which is unchanged from the previous periods, is to maintain a reasonable proportion 
in total debt and equity capital. The Company monitors equity capital on the basis of the debt-to-equity capital ratio, which is 
calculated as net debt over equity capital. Net debt is calculated as total debt less cash and cash equivalents. Equity capital comprises 
all components of equity. The debt to equity capital ratios as at December 31, 2013 and December 31, 2012 were as follows: 

 
  2013 2012 

 
Total debt 2,478,982 2,065,272 

Less:  Cash  159,046 159,755  
 

Net debt 2,319,936 1,905,517 
 

Total equity    (131,507)   332,152 

Debt to equity capital ratio            (17.64) 5.74 

 

 

OFF-BALANCE SHEET ARRANGEMENTS 

 

As of the date of this MD&A, the Company has not entered into any off-balance sheet arrangements.  

 

 

FINANCIAL INSTRUMENTS 

 

Financial assets and liabilities in the consolidated statements of financial position were as follows: 

 

December 31, 2013 Fair value 

through profit 

or loss 

Loans and 

receivables 

Other 

 financial 

liabilities Total 

     

Cash  159,046 -      -      159,046 

Other receivables * -      316 -      316 

Trade payables and accrued liabilities  -      -      (99,793) (99,793) 

Due to shareholders -      -      (1,491,276) (1,491,276) 

Due to related parties -      -      (56,476) (56,476) 

Loans payable – related parties -      -      (193,277) (193,277) 

Note payable -      -      (638,160) (638,160) 

     

  159,046 316 (2,478,982) (2,319,620) 

 

December 31, 2012 Fair value 

through profit 

or loss 

Loans and 

receivables 

Other 

 financial 

liabilities Total 

     

Cash  159,755 -      -      159,755  

Other receivables * -      307 -      307  

Trade payables and accrued liabilities  -      -      (224,530) (224,530) 

Due to shareholders -      -      (152,670) (152,670) 

Due to related parties -      -      (566,955) (566,955) 

Loans payable – related parties -      -      (1,121,117) (1,121,117 

Note payable -      -      -      -      

     

  159,755 307 (2,065,272) (1,905,210) 

 

* Other receivables exclude Canadian sales tax receivables.  
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FINANCIAL RISKS 

The Company’s activities expose it to a variety of financial risks:  market risk (including currency risk, price risk and cash flow and 

fair value interest rate risk); credit risk and liquidity risk. The Company’s overall risk management program focuses on the 

unpredictability of the financial market and seeks to minimize potential adverse effects on the Company’s financial performance. 

The Company does not use derivative financial instruments to hedge these risks. 

a) Market risk 

(i) Cash flow and fair value interest rate risk 

As the Company has no significant interest bearing assets, its earnings and operating cash flows are substantially independent of 

change in market interest rates. 

The Company’s interest rate risk arises from borrowings, which are issued at nil to 5% and expose the Company to cash flow interest 

rate risk. Borrowings issued at a fixed rate expose the Company to fair value interest rate risk. The interest rate on the Company’s 

note payable is fixed for the term. Therefore, the Company is not exposed to significant cash flow interest risk. 

(ii) Price risk 

The Company has no significant exposure to price risk from equity securities or commodities. 

(iii) Currency risk 

The Company’s consolidated financial statements are expressed in Canadian dollars but its business is mainly conducted in other 

currencies. Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes 

in foreign exchange rates. The Company manages currency risk, when it is considered significant, by entering into appropriate 

currency forward contracts. Carrying amounts of the Company’s financial assets/(liabilities) that are exposed to currency risk are as 

follows: 

A strengthening of the Canadian dollar, as indicated below, against Renmenbi (“RMB”) and Hong Kong dollar (HK$) at December 

31, 2013 would have increased (decreased) equity and profit or loss by the amounts shown below: 

Canadian dollar against Equity Profit or (loss) 

December 31, 2013 

  
RMB (5% strengthening) (7,583)      (2,271) 

HK$ (5% strengthening) (16,193)         (726) 

December 31, 2012 

  
RMB (5% strengthening) (12,311)      3,716 

HK$ (5% strengthening) (13,290)         154 

A weakening of the Canadian dollar against the above currencies at December 31, 2013 and  2012 would have had the equal but 

opposite effect on the above currencies to the amounts shown above, on the basis that all other variables remain constant. 

b) Credit risk 

Credit risk arises from cash and cash equivalents and deposits with banks and financial institutions as well as credit exposure to 

parties including outstanding receivables. The Company attempts to minimize credit exposure to various instruments as follows:  

 Cash investments are placed with creditworthy financial institutions; 

 Credit limits are established minimizing exposure to accounts receivable. 

The Company's maximum exposure with respect to credit, assuming no mitigating factors, would be the aggregate of its cash of 

$159,046 (2012 - $159,755) and its other receivables $4,645 (2012 - $4,817). 

c) 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 and financial leverage, as outlined in Note 19 relating to capital 

disclosures. It also manages liquidity risk by continuously monitoring actual and projected cash flows. The Board of Directors 

reviews and approves the Company’s operating and capital budgets, as well as any material transactions out of the normal course of 

business.  
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The timing of the cash outflows relating to financial liabilities are outlined in the table below: 

 

 

 

2013 

 

Less than a 

year Thereafter Total 

 

 

  Trade payables and accrued liabilities 99,793 -      99,793 

Due to shareholders 1,491,276 -      1,491,276 

Due to related parties 56,476 -      56,476 

Loans payable - related parties 193,277 -      193,277 

Note payable -      638,160 638,160 

 

 

 

 

 

 

 

2012 

 

Less than a year Thereafter Total 

 

 

  Trade payables and accrued liabilities 224,530 -      224,530 

Due to shareholders 152,670 -      152,670 

Due to related parties 566,955 -      566,955 

Loans payable - related parties 1,121,117 -      1,121,117 

d)  Fair value of financial instruments 

The Company has determined that the fair value of cash, other receivables, trade payables and accrued liabilities, loans payable - 

related parties, and amounts due to shareholders and related parties approximate their carrying value due to their short term period to 

maturity.  

The following table outlines the Company’s financial assets and liabilities carrying values and estimated fair values. The fair value of 

cash is based on level 1 inputs of the fair value hierarchy.  

  

2013 

 

2012 

 Carrying 

values 

Estimated 

fair value 

Carrying 

values 

Estimated 

fair value 

     

Financial Assets     

     

Cash 159,046 159,046 159,755 159,755 

Other receivables 316 316 307 307 

     

Financial liabilities     

     

Trade payable and accrued liabilities (99,793) (99,793) (224,530) (224,530) 

Due to shareholders (1,491,276) (1,491,276) (152,670) (152,670) 

Due to related parties (56,476) (56,476) (566,955) (566,955) 

Loan payable related parties (193,277) (193,277) (1,121,117) (1,121,117) 

Note payable (638,160) (638,160) -       -       

 

 

SEGMENT REPORTING 

a) Operating segments 

Strategic business units offer different products and services, and are managed separately because they require different technology 

and marketing strategies. 

The Company operates in a single segment, being the identification and acquisition of mineral property all over the world.  

b) Geographical segments 

The Company’s head office is located in Toronto, Ontario, Canada. The operations of the Company are primarily in three geographic 

areas: Canada, British Virgin Islands and China. In presenting information on the basis of geographical information, segment assets 
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are based on the geographical location of the assets. The majority of all of the capital assets are located in China. 

A summary of geographical information for the Company’s assets for the years were as follows: 

 

   Canada   BVI   China   Total 

    $   $   $   $ 

Year ended December 31, 2013         

Total assets  47,731  115,312  2,184,432  2,347,475 

Year ended December 31, 2012         

Total assets  9,537  1,069  2,386,818  2,397,424 

 

 

RECLASSIFICATION 

Certain of the prior year’s accounts have been reclassified to conform to the 2013 financial statement presentation.  

 

 

OTHER RISK FACTORS 

 

Blue Zen and its subsidiaries operate in rapidly changing environments that involve numerous risks and uncertainties, many of which 

are beyond our control and which could have a material effect on our business, revenues, operating results and financial condition. 

The following discussion highlights some, although not all, of these risks and uncertainties related to our business and investment in 

our common shares. Readers should carefully consider all of the information set out in this MD&A, including the risks and 

uncertainties described below. 

 

We face risk in connection with our change of business focus, change in source of revenue and our limited operating history.  

The likelihood of our success must be considered in light of the problems, expenses, difficulties, complications, and delays 

frequently encountered in connection with the growth of a new business, and the competitive environment in which we operate. Our 

success is dependent upon the successful financing and development of our business strategy. No assurance of success is offered. 

Unanticipated problems, expenses, and delays are frequently encountered in establishing a business and marketing and developing 

new products. These include, but are not limited to, competition, the need to develop customers and market expertise, market 

conditions, sales, marketing and governmental regulation. Our failure to meet any of these conditions would have a materially 

adverse effect upon us and may force us to reduce or curtail our operations. 

 

General risk factors regarding government regulation 

Adverse changes in political and economic policies of the PRC government could have a material adverse effect on the overall 

economic growth of China, which could reduce the demand for our services and adversely affect our competitive position. 

Substantially all of our operations are conducted out of China. Accordingly, our business, financial condition, results of operations 

and prospects are affected significantly by economic, political and legal developments in China. The Chinese economy differs from 

the economies of most developed countries in many respects, including: 

 the degree of government involvement; 

 the level of development; 

 the growth rate; 

 the control of foreign exchange; 

 access to financing; and 

 the allocation of resources. 

 

While the Chinese economy has grown significantly in the past 30 years, the growth has been uneven, both geographically and 

among various sectors of the economy. The PRC government has implemented various measures to encourage economic growth and 

guide the allocation of resources. Some of these measures benefit the overall Chinese economy, but may also have a negative effect 

on us. For example, our financial condition and results of operations may be materially and adversely affected by government control 

over capital investments or changes in tax regulations that are applicable to us. 

 

The Chinese economy has been transitioning from a planned economy to a more market-oriented economy. Although the PRC 

government has in recent years implemented measures emphasizing the utilization of market forces for economic reform, the 

reduction of state ownership of productive assets and the establishment of sound corporate governance in business enterprises, a 

substantial portion of the productive assets in China is still owned by the PRC government. The continued control of these assets and 

other aspects of the national economy by the PRC government could materially and adversely affect our business.  
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The PRC government also exercises significant control over China’s economic growth by allocating resources, controlling payment 

of foreign currency-denominated obligations, setting monetary policy and providing preferential treatment to particular industries or 

companies. Since late 2003, the PRC government has implemented a number of measures, such as raising bank reserves against 

deposit rates to place additional limitations on the ability of commercial banks to make loans and raise interest rates, in order to 

decrease the growth rate of specific segments of China’s economy which it believed to be overheating. These actions, and future 

actions and policies of the PRC government, could materially affect our liquidity and access to capital and our ability to operate our 

business. Substantially all of our assets are located in China. Accordingly, our business, financial condition, results of operations and 

prospects are subject, to a significant extent, to economic, political and legal developments in China. 

 

If we consume cash more quickly than expected or are unable to raise additional capital, we may be forced to curtail operations. 

 There can be no assurance that Blue Zen will operate profitably at any time in the future. Growth in China will require financing. 

There is no assurance that the Company will be able to secure such financing, when needed, or that such financing will be obtained 

on terms favorable to the Company. Failure to obtain adequate financing could result in significant delays in the execution of Blue 

Zen’s business plan and a substantial curtailment of operations. Future financings could result in substantial dilution to Blue Zen’s 

existing shareholders. 

 

Fluctuations in foreign currency exchange could have a negative effect on our reported earnings. 

Our financial results are reported in Canadian dollars, which is subject to fluctuations in respect of the currencies of the countries in 

which we may operate, including US dollars, Hong Kong dollars and Chinese renminbi. Accordingly, fluctuations in the exchange 

rate of these currencies could have a positive or negative effect on our reported results. Blue Zen currently does not utilize a hedging 

program. There can be no assurance that we will not experience currency losses in the future, which could have a material adverse 

effect on our business, revenues, operating results and financial condition. 

 

There is a limited market for our common stock, which may make it more difficult for shareholders to dispose of their shares. 

Our common shares are presently listed in Canada on the Canadian National Stock Exchange under the symbol “BZM.” There is a 

limited trading market for our common shares. Accordingly, there can be no assurance as to the liquidity of any markets that may 

develop for our common shares, the ability of holders of our common shares to sell our common shares, or the prices at which holders 

may be able to sell our common shares. 

 

 

SUBSEQUENT EVENT 

 

As announced in a February 13, 2014 press release, the Company signed a Purchase Agreement (“Agreement”) with Anfield 

Resources Inc., (“Anfield”) a company incorporated in British Columbia, Canada with respect to acquiring a Percentage Interest, 

subject to due diligence, in the Binghamton Copper Queen Property (“Property”), located in Arizona. Blue Zen and Anfield have 

agreed to a joint development of the Property. This transaction is consistent with the Company’s continued efforts to acquire  and 

integrate select copper mining properties and related businesses within the Americas and internationally, in partnership with its 

principle shareholder Jiangsu Tiandilong Land Resource Technology Co. Ltd. (“TDL”).  

 

TDL is a leading copper rod production company with 20 operational entities, annual sales in excess of $1.83 billion, land reserves of 

9.3 million square meters, and worldwide interests in mineral exploration and development. Currently, TDL is building the 

Lianyungang Copper Processing project, an 800,000 ton copper smelting facility in Jiangsu Province, China.  

 

Under the terms of the Agreement, BZM will have first right of refusal for the Off-Take Agreement, providing the Company an 

option to purchase 100% of production of the mine over the life of the mine, with a selling price of the copper-equivalent ore or 

concentrate based on a 10% discount to the London Metal Exchange (“LME”) copper-equivalent price. Securing the Off-Take 

Agreement will support TDL’s vertical integration strategy and its goals to secure long-term resource supply and distribution, control 

inputs and manage costs. 

 

The Company intends to purchase up to 50% of the Property from the Vendor, subject to the results of a NI 43-101 copper-equivalent 

resource estimate for the Property. The purchase will occur in two “Phases.” Under Phase 1, and according to the terms of the  

Agreement, BZM’s actual percentage of ownership of the Property shall be determined as follows: 

 

(a) 50% if the NI 43-101 copper-equivalent resource estimate results are less than 2 billion pounds of copper-equivalent; or 

(b) 20% if the NI 43-101 copper-equivalent resource estimate results are equal to or greater than 2 billion pounds of 

copper-equivalent. 

 



V1.5 22 

As consideration for the Percentage Interest under Phase 1, the Company shall pay $2 million into a newly established Joint Account. 

The Phase I investment will be at the closing of the transaction which is projected to occur in mid-May following completion of due 

diligence. Under Phase 1, a qualified firm will be engaged by the Company and Anfield to create the NI 43-101 within 15 months of 

the closing. 

 

Under Phase 2, if the NI 43-101 copper-equivalent resource estimate results are equal to or greater than 2 billion pounds of 

copper-equivalent, the Company has the option to purchase a further 30% Percentage Interest in the Property within 60 days of the 

release of the resource estimate. The purchase price for this additional Percentage Interest is based on a price of $1 million for each 

10% increment of Percentage Interest.  

 

TDL’s founder and CEO, Jiaping Jiang, together with major BZM shareholder Albert Barbusci, will be working together to raise the 

necessary investment capital. It is anticipated that funding for the $2 million Phase 1 Investment will be through private placements 

at a price of $0.10 per share for a total issuance of 20 million new BZM common shares, and that both related parties and arms-length 

investors will participate in the proposed private placement. Should the Company exercise its option to acquire an additional 

Percentage Interest under Phase 2, the manner and pricing for any funding requirement that may arise will be determined at that time.   
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