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Cautionary Statement Regarding Forward-Looking Information 

This Listing Statement contains, or incorporates by reference, “forward-looking information” within the 
meaning of applicable Canadian securities legislation. Forward-looking information may include, but is 
not limited to, statements with respect to the future financial and operating performance of Monarch 
Energy Limited. (“Monarch”, the “Issuer” or the “Company”) and its subsidiaries, requirements for 
additional capital, management’s skill and knowledge with respect to the development of Monarch’s 
business, government regulation, and timing and receipt of approvals and licences. In certain cases, 
forward-looking statements can be identified by the use of words such as “plans”, “expects”, “is 
expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “believes”, or 
variations (including negative variations) of such words and phrases, or state that certain actions, events 
or results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved. 

Forward-looking statements involve known and unknown risks, uncertainties and other factors which may 
cause the actual results, performance or achievements of Monarch to be materially different from any 
future results, performance or achievements expressed or implied by the forward-looking statements. 
These risks include the following: Monarch’s failure to earn profits to date; the limited operating history 
of Monarch; the risk that products or services introduced by Monarch may fail to be successful; the risk 
that demand for the products and services offered by Monarch will be affected by social, political and 
economic factors beyond their control; managing the growth of operations; recruiting and retaining 
qualified personnel; the risk Monarch will not be able to meet its financial obligations as they come due; 
competition; risk associated with raising additional capital to fund commitments and future expansion; 
price and volume volatility of Monarch’s common shares; fluctuations in Monarch’s operating results; 
reliance on senior management and other key employees; foreign exchange risk; Monarch’s lack of 
earnings; discretion in the use of proceeds; dilution; as well as other factors discussed in the section 
entitled “Risk Factors” in this Listing Statement. Although Monarch has attempted to identify important 
factors that could cause actual actions, events or results to differ materially from those described in 
forward-looking statements, there may be other factors that cause actions, events or results to differ from 
those anticipated, estimated or intended. Forward-looking statements contained herein are made as of the 
date of this Listing Statement. There can be no assurance that forward-looking statements will prove to be 
accurate, as actual results and future events could differ materially from those anticipated in such 
statements. Accordingly, readers should not place undue reliance on forward-looking statements due to 
the inherent uncertainty therein. 

2. Corporate Structure 

2.1 Corporate Name and Office 

Monarch Energy Limited (the “Issuer” or the “Company”) has its registered office located at Suite 501 - 
65 Queen Street West, Toronto, Ontario, M5H 2M5. 

2.2 Jurisdiction of Incorporation 

The Issuer was incorporated on March 26, 1987 pursuant to the laws of the province of British Columbia 
under the name Vikon International Resources Inc.  On May 6, 1998, the Issuer filed Articles of 
Amendment to change its name to Covik Development Corp. On October 23, 2006, the Issuer filed 
Articles of Amendment to reflect its current name. 
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2.3 Interoperate Relationships 

The Issuer does not have any subsidiaries or intercorporate relationships. 

2.4 Fundamental Change 

Pursuant to a share exchange agreement dated December 20, 2013 between the Issuer, ChroMedX Ltd. 
(“ChroMedX”) and ChroMedX Inc. (now Invidx Corp. and hereinafter referred to as “InvidX”), as 
amended by the amending agreements dated January 22, 2014, April 16, 2014 and May 6, 2014) 
(collectively , the “Share Exchange Agreement”) the Issuer intends to, among other things, and subject 
to regulatory approval and listing on the Canadian Securities Exchange (“CSE”): 

(a) Complete the consolidation of its common shares on a 20:1 basis as previously approved 
by the Issuer’s shareholders at the annual and special meeting held on July 18, 2013 (the 
“Meeting”); and 

(b) Complete the acquisition of all of the issued and outstanding shares of ChroMedX in 
exchange for shares of the Issuer on a 1:1 basis (the “Acquisition”).  The result of the 
Acquisition will be that ChroMedX will be a wholly-owned subsidiary of the Issuer and 
the Issuer will have full right and title to all of the Patents (as defined below) which are to 
be transferred to ChroMedX by InvidX concurrent or prior to the listing of the Issuer on 
the CSE (the “Listing”).  Further, as a result of the Acquisition, and assuming a 
Minimum Financing (as defined below) pursuant to the terms of the Share Exchange 
Agreement, the former shareholders of ChroMedX will own approximately 82% of the 
issued and outstanding shares of Monarch. 

As a condition of the Acquisition, ChroMedX will be required to raise a minimum of $400,000 (the 
“Minimum Financing”) concurrent or prior to completing the Acquisition and further, ChroMedX will 
be required to complete the acquisition of the Ultrafiltration Option (as defined below) prior to closing of 
the Acquisition. 

Following and conditional upon the completion of the Listing, the Issuer will focus its business on the 
development and implementation of its Patents and accordingly be in the business of developing medical 
equipment and technology in the medical industry.  Following completion of the Acquisition the Issuer 
will hold all right, title and interest in and to the following patents and patents pending (collectively, the 
“Patents”): 

Patent/Application  Filing Date Title Status 
 

US Patent No. 7,740,804 18th Jan, 2008 Spectroscopic Sample Holder Issued 

US Patent No. 8,101,404 4th Oct, 2010 Plasma Extraction Apparatus Issued 

US Patent No. 7,816,124 12th May, 2006 Diagnostic Whole Blood and Plasma 
Apparatus 

Issued 

US Patent No. 8,206,650 2nd May, 2006 Joint-Diagnostic Spectroscopic and 
Biosensor Meter 

Issued 
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Patent/Application  Filing Date Title Status 
 

US Patent Appl. 13/549,443 14th July, 2012 Sample Filtration Assembly Pending 

PCT/CA 2013/050935 6th Dec, 2013 Automated Ultra-filtration System Pending 

 
The Issuer, through the Acquisition, will also have the option to acquire certain ultrafiltration patents 
currently held by InvidX (the “Ultrafiltration Option”) for a purchase price of $1,500,000 which can be 
satisfied by, subject to regulatory approval, the issuance of common shares of the Issuer (“Common 
Shares”) at a minimum price of 20% discount to the 10-day volume weight average price of the Issuer 
shares immediately preceding the exercise of the Ultrafiltration Option.  In the event ChroMedX does not 
exercise the Ultrafiltration Option, ChroMedX agrees to grant InvidX, an exclusive license, with the 
rights to sublicense, the portion of the US Patent Application 13/549,443 related to manual ultrafiltration 
of plasma or serum. 

Upon completion of the Acquisition, completion of the Listing and de-listing from the TSX Venture 
Exchange (the “TSXV”), subject to approval from the CSE, the Issuer will reconstitute the board of 
directors such that Gerald Otterman and Michael Turko will resign as directors and officers and James 
Samsoondar will be duly added to the board of directors of the Issuer.  Further, the current directors of the 
Issuer and James Samsoondar will mutually agree to the appointment of two (2) additional directors to be 
added to the board concurrent with the closing of the Acquisition and the Listing. 

Accordingly, the Issuer will be changing its business to pursue such opportunities in the medical 
technology field.  The Issuer intends to at the next annual and special meeting of its shareholders seek 
approval to change its name to “ChroMedX Inc.” 

2.5 Non-Corporate Issuers and Issuers Incorporated Outside of Canada 

The Issuer is neither a non-corporate issuer nor an issuer incorporated outside of Canada. 

3. General Development of the Business 

3.1 General Development of the Issuer 

(a) Executive Summary of the Issuer 

The Issuer is a reporting issuer in the provinces of British Columbia and Alberta.  The Issuer is a 
Canadian publicly listed company whose shares traded on the TSXV under the symbol “MNL” until June 
27, 2014.  Prior to the date of this Listing Statement, the Issuer’s was in the business of exploration and 
development of petroleum, natural gas, and mineral properties. 

Prior to the execution of the Share Exchange Agreement the Issuer was evaluating other petroleum, 
natural gas, and mineral properties with a view to acquiring or optioning other properties that would 
become the major focus for Monarch. 

(b) Three Year History of the Business 
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Year ended September 30, 2011 

During the year ended September 30, 2011, the Issuer entered into an option agreement with Golden 
Valley Mines Ltd. (TMXV: GZZ) of Val-d’Or, Quebec to earn up to a 70% interest in the Centremaque 
Prospect, situated in Bourlamaque Township, Quebec (the “Quebec Property”). Terms of the acquisition 
included a work commitment of $2,250,000 over three years ($250,000 by July 26, 2012; $500,000 by 
July 26, 2013 and $1,500,000 by July 26, 2014). In addition, the Issuer was to complete a Definitive 
Feasibility Study (“DFS”) for the Quebec Property at its sole cost, within 10 years of signing, to earn a 
70% interest, leaving Golden Valley Mines Ltd. with a free carried interest of 30%. The Issuer issued 
9,175,008 of its common shares (fulfilled) as well as cash payment of $35,000 in connection with this 
option agreement to be paid on or before February 29, 2012. (Extended to July 31, 2012).  

During the year ended September 30, 2011, the Issuer entered into a Letter of Intent with Tectonics Inc. 
(“Tectonics”), of Calgary, Alberta, for the acquisition of an interest in mineral properties located on and 
offshore Long Point, on the Port au Port Peninsula, Newfoundland and Labrador (the “Odd Twins 
Property”). The acquisition was a related party transaction, as the principal of Tectonics is George S. 
Langdon, who was the President and a director of the Issuer at such time. The Issuer obtained a 60% 
working interest by issuing 39,450,000 of its common shares, and has agreed to enter into a joint venture 
with the holder of the remaining 40% interest for the exploration, development and exploitation of the 
licensed area. The Issuer has decided to let these claims lapse as it was their decision not to further pursue 
the property, and as a result, all costs associated with this property were written off to operations in fiscal 
2011. 

Year ended September 30, 2012 

During the year ended September 30, 2012, the Issuer sold, to an arms length purchaser, the Virginia Hills 
property asset in Alberta for the sum of $550,000. This asset was depleted to $nil in a previous year. As a 
result, the entire proceeds of $550,000 was recorded as a gain on sale of the asset. Of this amount, 
$500,219 was recorded in cash, the remaining $49,781 was offset against a payable due from the Issuer. 

During the year the option of the Quebec property expired and the Issuer did not further pursue the 
property. 

Year ended September 30, 2013 

The Issuer has been evaluating petroleum and natural gas properties with a view to acquiring or optioning 
properties that would become the focus for Monarch. 

Current Year 

Following and conditional upon the completion of the Listing, the Issuer will focus its business on the 
development and implementation of its Patents and accordingly be in the business of developing medical 
equipment and technology in the medical industry.  Following completion of the Acquisition the Issuer 
will hold all right, title and interest in and to the Patents. 

The Issuer, through the Acquisition, will also have the option to acquire certain ultrafiltration patents 
currently held by InvidX (the “Option”) for a purchase price of $1,500,000 which can be satisfied by, 
subject to regulatory approval, the issuance of common shares of the Issuer (“Common Shares”) at a 
minimum price of 20% discount to the 10-day volume weight average price of the Issuer shares 
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immediately preceding the exercise of the Option.  In the event ChroMedX does not exercise the Option, 
ChroMedX agrees to grant InvidX, an exclusive license, with the rights to sublicense, the portion of the 
US Patent Application 13/549,443 related to manual ultrafiltration of plasma or serum. 

Accordingly, the Issuer will be changing its business to pursue such opportunities in the medical 
technology field. 

(c) Significant Financings 

During the year ended September 30, 2011 the Issuer: (i) issued 39,450,000 common shares for the 
acquisition of an interest in the Odd Twins Property; and (ii) issued 9,175,008 common shares for the 
acquisition of an interest in the Quebec Property. 

3.2 Significant Acquisitions and Disposition 

Prior to the date hereof, the Issuer disposed of its mineral and oil and gas property interest in accordance 
with the following: 

Centremaque Property, Quebec 

As of September 30, 2012, the option expired on the Quebec Property and the Issuer has not further 
pursued the property. 

Virginia Hills Property 

During the previous fiscal year, the Issuer sold, to an arms-length purchaser, the Virginia Hills property 
asset in Alberta for the sum of $550,000. This asset was depleted to $nil in a previous year. 

3.3 Trends, Commitments, Events or Uncertainties 

The Issuer’s success and future growth depends in part upon its ability to protect its intellectual property, 
namely the Patents, following the Acquisition.  There is no assurance that certain measures used to protect 
the Issuer’s Patents, will prevent unauthorized parties from copying such intellectual property.  As of the 
date of this Listing Statement, the Issuer had 4 patents issued and 1 patent pending.  There is no assurance 
that any of the Patents for which the Issuer has applied or for which the Issuer applies in the future will be 
issued, and any claims in the Patents that are issued may not be sufficiently broad to protect its 
intellectual property.  In addition, there is no assurance that any existing or future patents will not be 
challenged, invalidated, circumvented or designed around, or that any right granted by such patents would 
provide meaningful protection to the Issuer.  If the Issuer’s Patents or patent applications are found to 
conflict with any patent held by third parties, the Issuer could be prevented from selling its products, its 
patents may be declared invalid or the patent applications may not result in issued patents. 

4 Narrative Description of the Business 

4.1 Description of the Business of ChroMedX 

The Issuer currently does not have any mineral properties and is focused on completing the Acquisition, 
at which time the business of the Issuer will be the business of ChroMedX. 
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ChroMedX, through its acquisition of the Patents from InvidX Corp. following completion of the 
Acquisition, will be developing novel medical devices for Point of Care Testing (“POCT”), blood sample 
collection, and serum/plasma treatment and analysis.  Based on previous devices and numerous patents, 
both issued and applied for, developed by Dr. James Samsoondar, a clinical biochemist, the devices 
represent disruptive technologies for the POCT and In Vitro Diagnostic (IVD) market. 
 
ChroMedX will have two platform technologies.  The initial platform will focus on devices and 
methodologies for blood sample collection and analysis.  The analysis of the oxygen carrying state of 
hemoglobin in the blood is known as CO-oximetry.  It is a critical measurement of a patient’s condition.  
As well as determining if there is oxygen deficiency at the tissue level CO-oximetry determines the 
degree of any carbon monoxide poisoning (carboxy-hemoglobin) that may be affecting the patient.  In 
addition measurement of met-hemoglobin will indicate if a patient has been exposed to certain 
environmental toxins containing nitrates and is used to monitor certain neonatal treatments.  Thus rapid 
analysis of hemoglobin status and blood oxygenation as well as acid/base balance is an essential tool for 
patient evaluation.  This information is of particular importance for first responder patient evaluation and 
in emergency and operating rooms in healthcare facilities.  A hand-held device for measuring CO-
oximetry and a second hand-held device for measuring a combination of CO-oximetry and blood gases 
(Including pH) represent the initial projects based upon the first technology platform.  Additional devices 
based on the same platform will provide innovative measurement techniques for neonatal bilirubin 
analysis. 

The second technology platform is based on ultrafiltration and will be applied to several applications.  
The first will provide plasma separation from whole blood during blood collection which avoids the step 
of centrifugation in the laboratory.  The second application will process plasma to remove proteins in 
preparation for analysis.  ChroMedX’s plasma/serum ultrafiltration technology will provide the next 
innovation in measurement of free hormones and therapeutic drugs using existing laboratory 
immunoanalysers, but with reduced sample preparation time and cost.  Proof of concept for this 
technology has been demonstrated. 

ChroMedX intends to develop its technologies in collaboration with major hospitals and universities and 
will seek strategic relationships with existing medical diagnostic companies, as well as companies that 
desire to enter into the field of medical diagnostics. 

The Issuer, following the Acquisition, will be led by an experienced management team, all of whom have 
advanced technical training and past start-up experience.   A full suite of patents has been developed and 
these have either been granted by the USPTO or have been filed.  Appropriate PCT filings for the patents 
are being executed, which enable worldwide protection of the Issuer’s intellectual property 

ChroMedX will be seeking investment of $1-2 million for initial prototype manufacture and testing as 
well as business development. 

ChroMedX Ltd. 

ChroMedX Ltd. was founded in late 2013 and is in the process of acquiring numerous patents and patent 
applications created through the work of Dr. James Samsoondar, the clinical biochemist at The 
Scarborough Hospital in Toronto, currently held by InvidX.  InvidX’s technologies focus on blood 
collection, preparation and analysis.   Dr. Samsoondar has previously developed patented medical devices 
which were licensed to major corporations.  His more recent developments improve on those prior 

 
FORM 2A – LISTING STATEMENT 

July 6, 2010 
Page 7 

 
  



devices and expand the areas of collection and analysis.  The inventions represent disruptive technologies 
for the industry. 

ChroMedX has gathered a strong management and technical team to capitalize on this unique 
opportunity.  Team members have backgrounds in clinical biochemistry, engineering, material science 
and finance.   Along with the current fundraising efforts ChroMedX will lever sources of funding from 
the government sector and form strategic alliances with universities and hospitals with specific expertise 
in fields that are relevant to the commercialization of the intellectual property. 

The Market 

The total world market for In Vitro Diagnostics (IVD) is estimated to reach $58.6 billion in 2014.  POCT 
represents approximately 29% of this market or $16.9 billion. 

This number will continue to increase as improvements in technology and a continuing movement to 
evidence based medicine drives the number of analyses performed.   Other growth factors driving 
significant growth include: 

• Aging worldwide population 
o Increasing numbers of people between 45 and 75 in the industrialized world consume 

more healthcare services 

• Demand for new hospitals in developing countries 
o Increased income levels in developing countries drive demands for health care factors 

which drive POCT include: 

• Continuing growth of decentralized health care services; 
• Increased emphasis on patient-focused medicine; and 
• Opportunities to provide health care in under-developed countries. 

The success of POCT relies on continued development of new tests, as well as new sample collection 
techniques and analytical devices. 

Available Funds and Principal Purposes 

After giving effect to the Acquisition and assuming completion of the Minimum Financing of $400,000 
pursuant to the terms of the Share Exchange Agreement, and the subsequent raise as intended to be 
completed by the Issuer in the amount of $500,000 (on or prior to 6 months from the date of Listing) the 
Issuer will have approximately $900,000 of working capital available to it for the next 12 months.  The 
Issuer intends to use the funds available to it as follows for the 12-months following Listing:  

Sources and Use of Available Funds Funds ($) 

Sources of Funds:  
Estimated Working Capital as of the date of this Listing Statement (192,908) 
Add: Net Proceeds from Minimum Financing 400,000 
Add: Estimated net proceeds from subsequent financings and exercise of 
warrants post Listing 

500,000 

Total Available Funds: 707,092 
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Use of Funds for 12 Months following Listing:  
General and Administrative expenses for the twelve months $226,000 
Project Costs  
- HemoPalm project $300,000 
- AUF+ PEC Project $24,000 
  
Unallocated Working Capital $157,092(1) 

Notes: 
(1) As per the pro formas of the Issuer. (see Schedule “F”).  

The Issuer intends to spend the funds available to it as stated in this Listing Statement. There may be 
circumstances, however, where, for sound business reasons, a reallocation of funds may be necessary in 
order for the Issuer to achieve its stated business objectives.  The Issuer may need to adjust the allocation 
of its funds and the timeframe for meeting various business objectives and milestones depending on the 
availability of fund. 

For a complete description on the business of ChroMedX please see the business plan attached as 
Schedule “A”. 

4.2 Outstanding Asset-Backed Securities: 

Not Applicable. 

4.3 Mineral Projects. 

Not applicable. 

4.4 Oil and Gas Operations. 

Not applicable as the Issuer has disposed of all its oil and gas projects prior to the date hereof. 

5. Selected Consolidated Financial Information  

5.1 Financial Information - Annual Information 

The information below should be read in conjunction with the management’s discussion and analysis, the 
audited consolidated financial statements and related notes and other financial information, all of which 
are available on the internet at www.sedar.com.  The following information is for the years ended 
September 30, 2013, 2012 and 2011 and for the three month period ended December 31, 2013, as well as 
with respect to the pro forma statement of financial position for the year ended January 1, 2014. 

Statement of  
Operations Data 

Year Ended 
September 

30, 2013 

Year Ended 
September 

30, 2012 

Year Ended 
September 

30, 2011 

Three Month 
Period Ended 
December 31, 

2013 

Pro Forma at 
January 1, 
2014 (after 

giving effect 
to the 

Acquisition) 
Total Revenues nil 190,117 133,650 nil Nil 
Total Expenses (174,229) 108,078 (1,807,9

47) 
(14,522) (613,559) 

Net (174,229) 108,078 (2,668,7 (14,627) (613,559) 
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Statement of  
Operations Data 

Year Ended 
September 

30, 2013 

Year Ended 
September 

30, 2012 

Year Ended 
September 

30, 2011 

Three Month 
Period Ended 
December 31, 

2013 

Pro Forma at 
January 1, 
2014 (after 

giving effect 
to the 

Acquisition) 
Income/(Loss) 14) 
Net 
Income/(Loss) 
per share – basic 
and diluted 

0.00 0.00 (0.04) (0.00) (0.02) 

Balance Sheet 
Data 

     

Total Assets 81,387 106,002 429,061 81,495 1,973,086 
Total Liabilities 201,694 52,080 483,217 187,175 (171,175) 
Shareholders’ 
Equity 
(Deficiency) 

(120,307) 53,922 54,156 (105,680) 1,801,911 

 
 Year Ended September 30 Three 

Month 
Period 
Ended 

December 
31, 2013 

 2013 2012 2011 

Petroleum revenues, net of royalties nil $155,226 $111,992 - 
Petroleum and natural gas related expenses 10,228 $123,351 $265,100 - 
Office, general and administrative 167,569 $238,020 $342,619 4,659 
Stock-based compensation  - $365,000 - 
Write-off of petroleum and natural gas 
related expenses 

 $370,282 - - 

Gain on sale of asset  $550,000 - - 
Gain on sale of subsidiaries  - $1,349,493 - 
Gain (loss) for the year 174,229 $108,078 $(2,668,714) (14,627) 
Loss per share 0.00 $0.00 $0.04 0.00 
     
Total assets 81,387 $106,002 $429,061 81,495 
Total Liabilities 201,694 $52,080 $483,217 187,175 
Working capital (deficiency) $162,951 $(24,508) $(388,521)  
Note:  
(1) Per share amounts are calculated using the weighted have not been calculated, as they would be anti-dilutive, average 

number of shares outstanding.  Fully diluted loss per share amounts. 
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5.2 Quarterly Information 
 

Quarter Ended Total Revenues Net 
Income/(Loss) 

Basic and diluted 
loss per share 

September 30 – 13 Nil (41,537) (0.00) 
June 30-13 Nil (40,016) (0.00) 
March 31-13 Nil (57,969) (0.00) 
December 31-12 3,348 (34,707) (0.00) 
September 30 -12 115,669 275,476 (0.00) 
June 30-12 10,355 (57,927) (0.00) 
March 31-12 7,916 (77,491) (0.00) 
December 31 - 11 19,300 (31,980) (0.00) 

 
5.3 Dividends 

There are no restrictions on the Issuer’s ability to pay dividends on the common shares other than the 
Issuer’s financial position. The Issuer expects to retain future profits to finance further growth and does 
not expect to pay dividends in the near future.  However, the Issuer may consider paying dividends on the 
common shares in the future when circumstances permit, having regard to, among other things, its 
earnings, cash flow and financial requirements, as well as relevant legal and business considerations.  All 
of the common shares are entitled to an equal share in any dividends declared and paid. 

5.4 Foreign GAAP 

The Issuer does not present its consolidated financial information on the basis of foreign GAAP. 

6. Management’s Discussion and Analysis 

6.1 Annual MD&A 

Attached to this Listing Statement is management’s discussion of the Issuer’s financial condition and 
results of operations (MD&A) as follows: 

Schedule “C” - MD&A for the financial year ended September 30, 2013.  

Schedule “D” - Unaudited Interim Financial statements and related MD&A of the Issuer for the three 
month period ended December 31, 2013. 

6.2 Overall Performance 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.3 Selected Annual Financial Information 

Please see the Issuer’s MD&A described in “Section 6.1 Annual MD&A” and the information in this 
Listing Statement under “Section 5.1 - Financial Information -Annual Information”. 
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6.4 Variations 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.5 Results of Operations 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.6 Quarterly Results 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.7 Liquidity Requirements 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.8 Capital Resources 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.9 Off-Balance Sheet Arrangements 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.10 Transactions with Related Parties 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.11 Fourth Quarter 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.12 Proposed Transactions 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.13 Changes in Accounting Policies including Initial Adoption 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.14 Financial Instruments and Other Instruments 

Please see the Issuer’s MD&A described in “Section 6.1 - Annual MD&A”. 

6.15 Date of Interim MD&A 

Attached to this Listing Statement is management’s discussion of the Issuer’s financial condition and 
results of operations (MD&A) as follows: 
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Schedule “D” - Unaudited Interim Financial statements and related MD&A of the Issuer for the three 
month period ended December 31, 2013. 

6.16 Interim MD&A 

Please see the Issuer’s MD&A described in Section 6.15 Date of Interim MD&A. 

6.17 Additional Disclosure for Issuers without Significant Revenue 

Please see the Issuer’s MD&A described in Section 6.15 Date of Interim MD&A. 

6.18 Description of Securities 

Set out below is the designation and number of each class or series of voting or equity securities of the 
Issuer for which there are securities outstanding and each class or series of securities of the Issuer which 
are convertible into, or exercisable or exchangeable for, voting or equity securities of the Issuer. Common 
shares are the only voting or equity securities of the Issuer that are issuable on the conversion, exercise or 
exchange of outstanding securities of the Issuer. 

Designation Number Outstanding 
Common Shares 29,767,693 
Warrants 5,925,000 
Note: Following the Acquisition, each share purchase warrant held by former ChroMedX shareholders entitles them to 
acquire one common share of the Issuer at exercise prices ranging from $0.15 to $0.25 on or prior to exercise periods ranging 
from 12 months from the listing date on a stock exchange to 24 months from the listing date on a stock exchange. 
 
6.19 Revenue from Operations and Analysis of Costs 

The Issuer does not have any capitalized or expensed exploration and development costs, expensed 
research and development costs, deferred development costs, general and administrative expenses or any 
material costs. 

6.20 Negative cash-flow 

As a condition of the Acquisition, ChroMedX was required to raise a minimum of $400,000. The Issuer 
estimates that the $400,000 will be sufficient to achieve its business objectives over the next 6 months, at 
which point the Issuer will use its commercially reasonable efforts to raise further financings to achieve 
its business objectives over the next 6 months.  It is expected that there will be no material capital 
expenditures during this time.  For further information on the budget and use of proceeds please refer 
“Section 4.1 – Description of Business of ChroMedX – Available Funds and Principal Purposes” and 
refer to the business plan of ChroMedX attached as Schedule “A”. 

6.21  Significant Equity Investees 

This section does not apply to the Issuer as the Issuer is not an issuer with significant equity investees. 

7. Market for Securities 

7.1 The common shares are currently listed on the TSXV under the symbol MNL. 
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8. Consolidated Capitalization 

8.1 Currently the Issuer has unlimited common shares authorized for issuance with 29,767,693 
common shares issued and outstanding.  The Issuer has 5,925,000 share purchase warrants 
exercisable at prices ranging from $0.15 to $0.25 on or prior to periods ranging from 12 months 
to 24 months following listing on a stock exchange.  Concurrent with Listing and pursuant to the 
terms of the Share Exchange Agreement, the Issuer consolidated its common shares on a 20:1 
basis (the “Consolidation”), resulting in the Issuer having 5,092,593 post-consolidation (pre-
Acquisition) common shares outstanding.  The Consolidation has previously been approved at the 
Meeting.  As a condition of the Listing, the Issuer cancelled certain options outstanding as noted 
below prior to Listing. 

9. Prior Options to Purchase Securities 

Stock Options Common 
Shares 

Issue Date Expiry Date Exercise 
Price 

All executive officers and past 
executive officers of the Issuer 
(2) 

1,500,000 February 1, 2011 February 1,2016 $0.10 

All directors and past directors 
who are not also executive 
officers (2) 

3,500,000 February 1, 2011 February 1,2016 $0.10 

All executive officers and past 
executive officers of all 
subsidiaries excluding 
individuals referred to above 
(0) 

n/a n/a n/a n/a 

All other employees and past 
employees of the Issuer (0) 

n/a n/a n/a n/a 

All consultants of the Issuer as 
a group, without naming them 
(1) 

n/a n/a n/a n/a 

Any other person or company, 
including the underwriter, 
naming each person or 
company (0) 

n/a n/a n/a n/a 

TOTALS: 5,000,000 -- -- $0.10 
Note: currently the Issuer does not have any stock options to purchase securities outstanding and the 
above chart represents the options prior to the completion of the Acquisition. 
 
10. Description of the Securities 

10.1 Description of the Issuer’s securities 

(a) Common Shares 

The Issuer is authorized to issue an unlimited number of common shares.  All the issued common shares 
are fully paid and are not subject to any future call or assessment. All of the issued common shares rank 
equally as to voting rights, participation and a distribution of the Issuer’s assets on liquidation, dissolution 
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or winding-up and the entitlement to dividends. Holders of common shares are entitled to receive notice 
of, attend and vote at all meetings of shareholders of the Issuer. Each common share carries one vote at 
such meetings. Holders of common shares are entitled to dividends if and when declared by the directors 
and, upon liquidation, to receive such portion of the assets of the Issuer as may be distributable to such 
holders. There are no other series or class of shares which rank senior, in priority to, or pari passu with the 
common shares. The common shares do not carry any pre-emptive, subscription, redemption or 
conversion rights, nor do they contain any sinking or purchase fund provisions. 

10.2 Debt securities  

Not applicable. 

10.4 Other securities 

Not applicable. 

10.5 Modification of terms 

Not applicable 

10.6 Other attributes 

Not applicable 

10.7 Prior Sales – None 

10.8 Stock Exchange Price: 

The common shares of the Issuer are currently listed and posted for trading on the TSXV under the 
trading symbol “MNL”. The table below sets forth the high and low trading prices and volume for the 
common shares traded through the TSXV on a monthly basis for the period from January 2013 to January 
2014. 

 Price Range and Trading Volume 
 High Low Volume 
January 2013 0.01 0.00 624,799 
February 2013 0.01 0.00 707,782 
March 2013 0.005 0.00 319,538 
April 2013 0.005 0.00 180,171 
May 2013 0.005 0.00 20,499 
June 2013 0.005 0.00 30,000 
July 2013 0.005 0.00 2,579,427 
August 2013 0.005 0.00 20,000 
September 2013 0.005 0.00 40,000 
October 2013 0.005 0.00 20,000 
November 2013 0.005 0.00 285,256 
December 2013 0.005 0.005 51,500 
January 2014 – date of this Listing Statement  N/A N/A N/A 
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Note: stock was halted in December 2013 and therefore there is no data for January 2014 to the date of 
this Listing Statement. 
 
11. Escrowed Securities 

11.1 Escrowed Securities 

To the knowledge of the Issuer and ChroMedX, the following securities of the Issuer anticipated to be 
held by principals of the Issuer following the Acquisition will be subject to the escrow provisions of the 
CSE: 

 Prior to giving effect to the Acquisition After giving effect to the Acquisition 

Name and province 
of residence of 
security holder 

Number and designation 
of securities held in 

escrow 

Percentage of 
class 

Non-diluted 
/Fully diluted 

Number and designation of 
securities to be held in 

escrow 

Percentage of class 

Non-Diluted /Fully 
Diluted(3) 

Dr. George Langdon 
Ontario, Canada 

36,989,713 common 
shares 

 

36.3% / 
34.6%(2) 

1,849,485 common shares(1) 

 

6.2%/ 5.2%  

Invidx Corp. 
(formerly ChroMedX 
Inc.) 
Ontario, Canada 

Nil 0% / 0% 15,000,100 common 
shares(1) 

50.4% / 42% 

Chris Hopkins 
Ontario, Canada 

Nil 0% / 0% 100,000 common shares(1) 0.3% / 0.3% 

Irwin Professional 
Corporation(4) 

Ontario Canada 

Nil 0% / 0% 150,000 common shares(1) 0.52% / 0.44% 

Irwin Lowy LLP(4) 

Ontario Canada 
Nil 0% / 0% 200,000 common shares(1) 0.67% / 0.56% 

Wayne Maddever 
Ontario, Canada 

Nil 0% / 0% 600,000 common shares(1) 2.02% / 1.68% 

Bonnie Maddever 
Ontario, Canada 
 

Nil 0% / 0% 250,000 common shares(1) 0.84% / 0.70% 

Notes: 
(1) These securities will be held in escrow by CST Trust Company (the “Trust Company”) as depository pursuant to an 

escrow agreement between the Corporation, the Trust Company and each of Invidx Corp., Irwin Professional 
Corporation, Irwin Lowy LLP, George Langdon, Chris Hopkins, Wayne Maddever and Bonnie Maddever (the 
“Escrow Agreement”).  The securities subject to the Escrow Agreement shall be released pursuant to the policies of 
the CSE which provides for the release of 10% of the securities on the date that the securities commence trading on the 
CSE, followed by six (6) subsequent releases, each being 15% of the securities. 

(2) Calculated based upon 101,851,860 common shares and 5,000,000 convertible securities of the Issuer issued and 
outstanding prior to the Acquisition and Consolidation. 

(3) Calculated based upon 29,767,693 common shares issued and outstanding following the Acquisition and 35,692,693 
common shares issued and outstanding, including convertible securities, of the Issuer immediately following the 
Acquisition, both assuming completion of the Acquisition and minimum financing. 

(4) Irwin Professional Corporation and Irwin Lowy LLP are owned and/or controlled by Chris Irwin, who will be the 
corporate secretary of the resulting issuer.  
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12. Principal Shareholders  

The only person which beneficially own, directly or indirectly, or exercise control or direction over, 
Common Shares carrying more than 10% of the outstanding voting rights attached to the Common Shares 
(the “Principal Shareholder”) is as set out below: 

Name # of securities owned 
and description of 
class 

Whether securities owned 
both of record and 
beneficially, of record only, or 
beneficially only 

Percentages of each class of 
securities known by the Issuer 
to be owned 

InvidX Corp. 15,000,100 Record 50.4% (42% on a fully diluted 
basis) 

Note: Following the Acquisition the only principal holder known to the Issuer would be Invidx Corp. who will own 
approximately 50.4% of the Issuer following the consolidation and Acquisition on a non-diluted basis.  Invidx Corp. is a 
company owned and controlled by James Samsoondar, a director and Chief Science Officer of the Issuer. 
 
13 Directors and Officers 
 
13.1  Directors and Executive Officers 
 
The following table sets forth the name, municipality of residence, position held with the Issuer, principal 
occupation and number of Common Shares beneficially owned by each person who is a director and/or an 
executive officer of the Issuer. All directors have been elected to serve until the next annual meeting of 
shareholders of the Issuer, subject to earlier resignation or removal. 
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Notes: 
(1) Information as to voting shares beneficially owned, not being within the knowledge of the Issuer, has been furnished by 

the respective nominees individually.  
(2) Member of Audit Committee.  
 
13.2 Period of Service of Directors 

Information on the period of service of directors is contained in the table in “Section 13.1 – Directors and 
Executive Officers”. 

13.3 Directors and Executive Officers Common Share Ownership 

As of the date of this Listing Statement, the directors and executive officers of the Issuer, as a group, 
beneficially own, directly or indirectly, or exercise control or direction over: (i) 18,149,585 common 
shares, representing approximately 61% of the Issuer’s issued and outstanding common shares. 

13.4 Committees 

The Issuer has only established one committee, its Audit Committee comprising of Messrs. Edwards, 
Samsoondar and Langdon. All decisions are made by full board of director meetings or consent 
resolutions. 

Name and Municipality 
of Residence 

Principal Occupation for Last Five Years Date Elected or 
Appointed 

Number and 
Percentage of 
Issuer Shares 
Beneficially 
Owned or 

Controlled(1) 

D. Wayne Maddever(2) 
Burlington, Ontario.  
President, CEO and 
Director 
 

Management consultant and private investor. President, CEO: June 30, 
2014  
Director: June 30, 2014 

850,000 

D. James Samsoondar 
Toronto, Ontario  
Director and Chief 
Science Officer 
 

President of Invidx Corp. and clinical biochemist. Chief Science Officer: 
June 30, 2014  
Director: June 30, 2014 

15,000,100 

D. George Langdon(2)  
Toronto, Ontario  
Director  

Consulting Petroleum Geologist and Exploration 
Geologist since 1997; Director of Gulf Shores 
Resources Ltd. (TSXV) and Blue Vista Technologies 
Inc. (TSXV); President of Shoal Point Energy Limited 
(CNSX); President and director of Tectonics, Inc. 
(private company).  

Director: June 30, 2014 1,849,485 

Gerard M. Edwards(2) 

St. John’s, Newfoundland 
Director 

President and CEO of Canadian Imperial Venture 
Corp. (TSXV).  

April 19, 2010 Nil 

Chris Hopkins 
Toronto, Ontario 
CFO 

Providing consulting services to mining industry 
companies; CFO and VP Corporate Development, 
U.S. Silver Corporation, a TSX listed silver producer; 
CFO, Excellon Resources Inc., a TSX listed silver 
producer 

June 30, 2014 100,000 

Chris Irwin, 
Toronto, Ontario 
Director 

Managing partner of Irwin Lowy LLP since January 
2010; President of Irwin Professional Corporation 
from August 2006 to December 2009. 

June 30, 2014 350,000 
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13.5 Principal Occupation of Directors and Officers 

Information on directors and executive officers’ principal occupation is contained in the table in “Section 
13.1- Directors and Executive Officers”. 

13.6 Bankruptcies 

Other than as disclosed herein, no director or executive officer of the Issuer or a shareholder holding a 
sufficient number of securities of the Issuer to affect materially the control of the Issuer (a) is, as at the 
date of this Listing Statement, or has been within the 10 years before the date of this Listing Statement, a 
director or executive officer of any company (including the Issuer) that, while that person was acting in 
that capacity, or within a year of that person ceasing to act in that capacity, became bankrupt, made a 
proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted any 
proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or trustee 
appointed to hold its assets; or (b) has, within the 10 years before the date of this Listing Statement, 
become bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or become 
subject to or instituted any proceedings, arrangement or compromise with creditors, or had a receiver, 
receiver manager or trustee appointed to hold the assets of the director, executive officer or shareholder. 

Mr. Falconer (former CFO of the Issuer) and Mr. Langdon were (directors/officers) of Shoal Point Energy 
Ltd., a private company, when, on September 30, 2009, the company filed a notice to make a proposal for 
the benefit of its creditors under the Bankruptcy and Insolvency Act (Canada), for which proposal more 
than 90% of the creditors of the company voted in favor.  On or about November 17, 2009, the company’s 
proposal was approved by the Court of Queen’s Bench of Alberta, in the Judicial District of Calgary, and 
was subsequently effected by the company. 

13.7 Penalties or Sanctions 

No director or executive officer of the Issuer or a shareholder holding a sufficient number of securities of 
the Issuer to affect materially the control of the Issuer, has been subject to a) any penalties or sanctions 
imposed by a court relating to securities legislation or by a securities regulatory authority or has entered 
into a settlement agreement with a securities regulatory authority; or (b) any other penalties or sanctions 
imposed by a court or regulatory body that would likely be considered important to a reasonable investor 
in making an investment decision. 

13.8 Intentionally Deleted 

13.9 Personal Bankruptcies 

Other than as disclosed herein, none of the Issuer’s directors or officers has individually, within the 10 
years prior to the date of this Listing Statement, become bankrupt, made a proposal under any legislation 
relating to bankruptcy or insolvency, or become subject to or instituted any proceedings, arrangement or 
compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold the assets of 
the director, officer or shareholder. 

13.10 Conflicts of Interest 

Other than as disclosed herein, there are no known existing or potential conflicts of interest among the 
Issuer and its directors, officers or other members of management as a result of their outside business 
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interests except that certain of the Issuer’s directors and officers serve as directors and officers of other 
companies, and therefore it is possible that a conflict may arise between their duties to the Issuer and their 
duties as a director or officer of such other companies. As required by law, each of the directors of the 
Issuer is required to act honestly, in good faith and in the best interests of the Issuer. In the event of a 
conflict of interest, the Issuer will follow the requirements and procedures of applicable corporate and 
securities legislation and applicable exchange policies, including the relevant provisions of the Business 
Corporations Act (British Columbia). 

13.11  Management Biographies 

The following are brief biographies of the current executive officers and directors of the Issuer and a brief 
biography of the directors and management: 

Wayne Maddever, B.A.Sc, M., PhD, P.Eng 

Position: President, CEO and Director  

Dr, Wayne Maddever received his B.A.Sc./M.A.Sc/Ph.D. in Materials Science Engineering from the 
University of Toronto.  He began his career with Praxair in both the US and Canada where he held 
positions in research and development, product management and sales management.  As General 
Manager, Canada for MG Industries, a German industrial gases company, he operated one of the largest 
home oxygen and medical equipment companies in Ontario. He has experience with precision equipment 
manufacture having managed a printing press manufacturer and an aerospace machining company.  
  
Dr. Maddever specializes in management of technically based companies where he has held senior 
management positions at a number of private and publicly held companies, particularly in early stage or 
turnaround situations.  His broad expertise includes the fields of advanced materials, recycling and waste 
to energy.  Most recently Dr. Maddever was CEO of Watson Brown HSM Ltd. a UK venture capital 
financed company with novel rubber recycling technology and commercial operations in Germany and 
Canada.   
 
Dr. Maddever currently is Director at Polar Sapphire and Hy-Power Nano, both advanced materials 
companies as well as Zero Waste Energy Systems.  He holds several patents and is the author of 
numerous technical papers in several different fields and is co-author of a textbook on degradable plastics.   
 

George Langdon, PhD, P.Geol. 

Position:  Director 

Dr. George Langdon is a petroleum geologist with a career spanning 33 years in domestic, frontier and 
international exploration. He holds a PhD in Earth Sciences from Memorial University of Newfoundland. 
He has worked for both senior and junior oil and gas companies, and as an independent consultant. In 
recent years he has been involved in the founding and building of several private and publicly-traded oil 
and gas start-ups. He is also a Director of Gulf Shores Resources Ltd. and Blue Vista Technologies Inc. 
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Chris Hopkins,  

Position:  Chief Financial Officer 

Mr. Hopkins has over 25 years of experience in financial and management reporting, financial 
management, mergers & acquisitions, strategic planning, corporate finance and investor relations.  The 
majority of his career has been spent in senior positions with numerous publicly-listed companies, 
including U.S. Silver, Rio Algom Limited, BHP Billiton, Suncor Inc. and several Canadian and 
international junior mining companies. He received his Bachelor of Commerce degree from the 
University of Toronto, his Chartered Accountant designation and his Master of Business Administration 
from the Schulich School of Business at York University. 

Gerard Edwards, MBA 

Position:   Director 

In 1995, Mr. Edwards co-founded Imperial Venture Corp/Canadian Imperial Venture Corp serving 
initially as president and director and currently serves as director and CFO. Mr. Edwards has served as 
director of a number of public resource based companies over the past decade and is a principle and 
director of a number of private companies. 

James Samsoondar 

Position:  Chief Science Officer and Director 

James Samsoondar holds a Ph.D. in Clinical Biochemistry from the University of Toronto.  He completed 
a 2-year residence in Clinical Biochemistry to become a Certified Clinical Biochemist and subsequently a 
Fellow of the Canadian Academy of Clinical Biochemistry (FCACB).  He is currently Chair of the 
Professional Affairs Committee of the Ontario Society of Clinical Chemists and a Scientific Committee 
member of the Quality Management Program-Laboratory Services (division of the Ontario Medical 
Association).  Currently he is also Clinical Biochemist, Quality Manager and Chair of the Point-of-Care 
Testing (POCT) Advisory Committee at The Scarborough Hospital, Toronto, Ontario. 

Dr. Samsoondar has been awarded 34 patents to date and is the principal inventor in 29 patents.  He 
developed and licensed technology to Johnson & Johnson which is incorporated into the company’s 
Central Laboratory Chemistry Analyzer–the most utilized lab analyzer in Ontario.  He developed the 
HemoNIR hand-held analyzer with a previous company and went on to found ChroMedX Inc. in 2005. 

Chris Irwin, LL.B, Secretary 

Position: Secretary 

Mr. Irwin practices securities and corporate/commercial law and has been the managing partner 
of Irwin Lowy LLP since January 2010; prior thereto he was the President of Irwin Professional 
Corporation from August 2006 to December 2009; and prior thereto he was an associate at 
Wildeboer Dellelce LLP from January 2004 to July 2006.  Mr. Irwin advises a number of public 
companies, board of directors and independent committees on a variety of issues.  Mr. Irwin is a 
director and/or officer of a number of public companies, including: the Secretary of Canada 
Lithium Corp., a TSX listed issuer currently developing and commissioning an open-pit lithium 
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carbonate mine and processing plant near Val d’Or, Quebec.  Mr. Irwin is a former Director of 
Trelawney Mining and Exploration Inc.; former Director of Southern Star Resources Inc., which 
was formerly listed on TSX prior to becoming Gold Eagle Mines Ltd. and being taken over by 
Goldcorp Inc. in a $1.5 billion transaction. 
 
14. Capitalization 

14.1 Prepare and file the following chart for each class of securities to be listed:  

Issued Capital (Post-Acquisition) 

 Number of 
Securities 
(non-diluted) 

Number of 
Securities (fully-
diluted) 

% of Issued 
(non-
diluted) 

% of 
Issued  
(fully diluted) 

Public Float 
 

    

Total outstanding (A)  101,851,860 
(29,767,693) 

106,851,860 
(35,692,693) 

100% 100% 

     
Held by Related Persons or employees 
of the Issuer or Related Person of the 
Issuer, or by persons or companies who 
beneficially own or control, directly or 
indirectly, more than a 5% voting 
position in the Issuer (or who would 
beneficially own or control, directly or 
indirectly, more than a 5% voting 
position in the Issuer upon exercise or 
conversion of other securities held) (B) 

39,553,141 
(18,149,585) 

44,553,141 
(19,074,585) 

38.8% (61%) 41.7% (53%) 

     
Total Public Float (A-B) 62,298,719 

(11,618,108) 
62,298,719 
(16,618,108) 

61% (39%) 58% (47%) 

     
Freely-Tradeable Float 
 

    

Number of outstanding securities 
subject to resale restrictions, including 
restrictions imposed by pooling or 
other arrangements or in a shareholder 
agreement and securities held by 
control block holders (C)  

Nil (18,149,585) Nil (19,074,585) -- (61%) -- (53%) 

     

Total Tradeable Float (A-C) 101,851,860 
(11,618,108) 

106,851,860 
(16,618,108) 

100% (39%) 100% (47%) 
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Public Securityholders (Registered) 

Instruction: For the purposes of this report, “public securityholders” are persons other than persons 
enumerated in section (B) of the previous chart. List registered holders only.   

Class of Security – Common 
Shares (Post-Acquisition) 
 

    

Size of Holding   Number of holders  Total number of securities 
     
1 – 99 securities  4 (28)  8 (874) 
     
100 – 499 securities  4 (9)  1,540 (2,224) 
     
500 – 999 securities  4 (2)  2,938 (1,142) 
     
1,000 – 1,999 securities  3 (1)  11,422 (1,428) 
     
2,000 – 2,999 securities  3 (2)  2,308 (5,714) 
     
3,000 – 3,999 securities  1 (0)  3,428 (0) 
     
4,000 – 4,999 securities  1 (3)  0 (14,399) 
     
5,000 or more  securities  29 (38)  62,298,719(1) (13,441,298) 
     
Total  49 (83)  62,320,363 (13,467,079) 

Note: 
(1) 100,840,262 of the common shares are registered under CDS & Co., of which 62,298,719 can be attributed to “public 

security holders”. 
 
Public Securityholders (Beneficial) 

Instruction: Include (i) beneficial holders holding securities in their own name as registered 
shareholders; and (ii) beneficial holders holding securities through an intermediary where the Issuer has 
been given written confirmation of shareholdings. For the purposes of this section, it is sufficient if the 
intermediary provides a breakdown by number of beneficial holders for each line item below; names and 
holdings of specific beneficial holders do not have to be disclosed. If an intermediary or intermediaries 
will not provide details of beneficial holders, give the aggregate position of all such intermediaries in the 
last line. 
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Class of Security (Post-
Acquisition)(1) 

 

    

Size of Holding   Number of holders  Total number of securities 
     
1 – 99 securities  3 (77)  124 (2,996) 
     
100 – 499 securities  42 (140)  10,974 (35,606)  
     
500 – 999 securities  34 (82)  22,516 (56,618) 
     
1,000 – 1,999 securities  46 (65)  61,699 (92,589) 
     
2,000 – 2,999 securities  53 (32)  134,596 (80,607) 
     
3,000 – 3,999 securities  18 (11)  61,628 (37,743) 
     
4,000 – 4,999 securities  20 (7)  88,066 (30,550) 
     
5,000 or more securities  469 (84)  56,595,378 (10,103,607) 
     
Total  685 (498)(1)  56,974,981 (10,440,316) (1) 

Note:  
(1) The pre-Acquisition numbers above represent 78,296,026 of the total 101,851,860 shares issued and outstanding at that 

time due to the fact that the Issuer was only able to retrieve the non-objecting beneficial holder list.  There are 
approximately 221 accounts that have not been included in the above chart for the pre-Acquisition calculations due to 
such accounts being held by objecting beneficial holders. 

 
Non-Public Securityholders (Registered) 

Instruction: For the purposes of this report, “non-public securityholders” are persons enumerated in 
section (B) of the issued capital chart.  

Class of Security 
 

    

Size of Holding   Number of holders  Total number of securities 
     
1 – 99 securities  Nil  Nil 
     
100 – 499 securities  Nil  Nil 
     
500 – 999 securities  Nil  Nil 
     
1,000 – 1,999 securities  Nil  Nil 
     
2,000 – 2,999 securities  Nil  Nil 
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3,000 – 3,999 securities  Nil  Nil 
     
4,000 – 4,999 securities  Nil  Nil 
     
5,000 or more securities  5 (7)  39,553,141 (18,149,585) 
     
Total  5 (7)  39,553,141 (18,149,585) 

 
14.2 Provide the following details for any securities convertible or exchangeable into any class of 

listed securities 

Description of Security 
(include conversion / exercise 
terms, including conversion / 
exercise price) 

Number of convertible / 
exchangeable securities 
outstanding 

Number of listed securities 
issuable upon conversion / 
exercise 

Warrants convertible into 
common shares of the Issuer at 
an exercise price ranging from 
$0.15 to $0.25 until periods 
ranging from 12 months to 24 
months from the date of listing 
of a stock exchange 

5,925,000 5,925,000 

Note: the Issuer cancelled all of its previous stock options outstanding on or prior to the Listing. 

14.3 There are no listed securities reserved for issuance that are not included in section 14.2.  

15. Executive Compensation 

In this section “Named Executive Officers” mean (a) the Chief Executive Officer (or an individual who 
acted in a similar capacity), (b) the Chief Financial Officer (or an individual who acted in a similar 
capacity), (c) each of the Issuer’s three other most highly compensated executive officers, or the three 
most highly compensated individuals acting in a similar capacity (except those whose total salary and 
bonus does not exceed $150,000), and (d) any additional individuals whose total salary and bonus 
exceeded $150,000 during the year ended September 30, 2013. During the year ended September 30, 
2013, the Issuer had three Named Executive Officers (“NEOs”), namely George S. Langdon, Chief 
Executive Officer (“CEO”), President and a director; D. Gerald Otterman, the Chief Financial Officer 
(“CFO”), Secretary and a director of the Issuer from October 1, 2011 to March 30, 2012; and Alex 
Falconer, CFO from April 1, 2012 to present.  

All dollar amounts referenced herein are in Canadian dollars unless otherwise specified.  

Compensation Discussion and Analysis  

Executive compensation is based upon the need to provide a compensation package that will allow the 
Issuer to attract and retain qualified and experienced executives, balanced with a pay-for-performance 
philosophy. Compensation for this fiscal year and prior fiscal years have historically been based upon a 
negotiated fee, with stock options and bonuses potentially being issued and paid as an incentive for 
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performance. The Issuer does not have a formal compensation program with set benchmarks. The Issuer 
does, however, have an informal program which seeks to provide both current and long term rewards to 
its NEOs and other senior executives that are consistent with their individual performance and 
contribution to the Issuer’s objectives.  

Compensation Review Process  

The Issuer’s Board periodically reviews and approves the total compensation of the Issuer’s senior 
executives. In establishing total compensation, the Board considers the Issuer’s financial condition, the 
Issuer’s performance and relative shareholder return, the value of similar incentive awards at comparable 
companies and the awards given to the executive officers in past years.  

In setting the compensation of the CEO, the Board takes into consideration compensation paid to others in 
similar positions in the Issuer’s industry. The compensation of NEOs is not tied to corporate goals or 
objectives such as production targets.  

The Board reviews the results of and procedures for the evaluation of the performance of other executive 
officers by the CEO. The Board monitors the executive compensation program with the view to achieving 
superior executive management with a fair cost to the Issuer. As part of its review process, the Board 
reviews peer groups and other industry compensation data reported through surveys and other sources. 
The components of total compensation for the Issuer’s CEO are the same as those which apply to other 
senior executive officers of other companies of the Issuer’s peer group.  

Summary of Compensation  

The Issuer’s state of development, the main elements of compensation consist of management, consulting 
and directors’ fees, stock options and when merited, bonuses. The Issuer does not maintain a pension plan 
for its executive officers, nor does it provide any other form of deferred compensation program.  

The following table sets forth all annual and long term compensation for services paid to or earned by the 
NEOs for the past three fiscal years: 

Name and 
Principal 
Position 

Year Salary 
($) 

Share-
Based 

Awards 
($) 

Option-
Based 

Awards 
(1) 
($) 

Non-Equity Incentive 
Plan Compensation 

($) 

Pension 
value 

($) 

All Other 
Compensation

(2) 
($) 

Total 
Compensation 

($) 

Annual 
incentive 

plans 

Long-
term 

incentive 
plans 

Dr. George S. 
Langdon  
CEO, President  

2013 
2012  
2011  
 

Nil  
Nil 
Nil 

Nil  
Nil 
Nil 

Nil  
Nil 
$34,434 

Nil  
Nil 
Nil 

Nil  
Nil 
Nil 

Nil  
Nil 
Nil 

42,000 
$42,000  
$42,303 
 

42,000 
$42,000  
$76,737  
 

D. Gerald 
Otterman  
CFO(3), 
Secretary  

2013 
2012  
2011  

Nil  
Nil  
Nil 

Nil  
Nil 
Nil  

Nil  
Nil 
$68,868 

Nil  
Nil  
Nil 

Nil  
Nil  
Nil 

Nil  
Nil  
Nil 

Nil 
$30,000  
$45,000 

Nil 
$30,000  
$113,868  
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Name and 
Principal 
Position 

Year Salary 
($) 

Share-
Based 

Awards 
($) 

Option-
Based 

Awards 
(1) 
($) 

Non-Equity Incentive 
Plan Compensation 

($) 

Pension 
value 

($) 

All Other 
Compensation

(2) 
($) 

Total 
Compensation 

($) 

Annual 
incentive 

plans 

Long-
term 

incentive 
plans 

Alex Falconer  
CFO  

2013 
2012  
2011  
 

Nil  
n/a  
n/a 

Nil  
n/a  
n/a 

Nil  
n/a  
n/a 

Nil  
n/a  
n/a 

Nil  
n/a  
n/a 

Nil  
n/a  
n/a 

27,000 
$22,500  
n/a  
 

27,000 
$22,500  
n/a  
 

Notes: 
(1) Dollar value of the options granted, calculated in accordance with GAAP / IFRS.  
(2) Includes consulting and management fees paid.  
(3)  Gerald Otterman resigned as CFO on March 30, 2012, and Alex Falconer assumed the position of CFO on April 1, 

2012.  
(4)  Paid to Falconer & Associates Inc., a private company controlled by Alex Falconer  

Long Term Incentive Plan (LTIP) Awards  

The Issuer does not have any long term incentive plans and, save as disclosed above, no remuneration 
payments were made, directly or indirectly, by the Issuer to its NEOs during the fiscal year ended 
September 30, 2013. 

An LTIP means “any plan providing compensation intended to serve as an incentive for performance to 
occur over a period longer than one fiscal year whether performance is measured by reference to financial 
performance of the Issuer or an affiliate or the price of the Issuer’s shares but does not include option or 
stock option appreciation rights plans or plans for compensation through restricted shares or units”. 

Incentive Plan Awards  

The Issuer does not have any share-based awards.  

The Issuer currently has in place a 10% “rolling” stock option plan (the “Plan”) for the purpose of 
attracting and motivating directors, officers, employees and consultants of the Issuer and advancing the 
interests of the Issuer by affording such person with the opportunity to acquire an equity interest in the 
Issuer through rights granted under the Plan. At September 30, 2013, there were 5,300,000 options 
granted and outstanding under the Plan; of which the NEOs held an aggregate 2,000,000 options.  

Any grant of options under the Plan is within the discretion of the board of directors, subject to the 
condition that the maximum number of shares which may be issuable under the Plan shall not exceed 
10% of the Issuer’s issued and outstanding shares. In addition, the number of option shares which may be 
issuable under the Plan within a one year period: (i) to any one individual shall not exceed 5% of the 
outstanding issued shares; and (ii) to a consultant or an employee performing investor relations activities, 
shall not exceed 2% of the outstanding issued shares. See “Incentive Plan Awards” below for details of 
the option-based awards outstanding as at September 30, 2013 for each of the NEOs. 
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Outstanding Share-Based Awards and Option-Based Awards  

The following table discloses the particulars of all awards for each NEO outstanding as at September 30, 
2013: 

Name 

Option-based Awards Share-based Awards 

Number of 
Securities 

Underlying 
Unexercised 

Options 
(#) 

Option 
Exercise 

Price 
($) 

Option 
Expiration Date 

Value of 
Unexercised 

In-The-Money 
Options(1) 

($) 

Number of 
shares or 
units of 

shares that 
have not 
vested 

(#) 

Market or 
payout 
value of 
share-
based 

awards 
that have 
not vested 

($) 

Market or 
payout value 

of vested 
share-based 
awards not 
paid our or 
distributed 

($) 

Dr. George S. Langdon  
CEO  

500,000  $0.10  Jan. 31/16  Nil  N/A  N/A  N/A  

D. Gerald Otterman  
Prior CFO  

1,000,000  $0.10  Jan. 31/16  Nil  N/A  N/A  N/A  

Alex Falconer  
CFO  

Nil  Nil  N/A  Nil  N/A  N/A  N/A  

Note: The value of unexercised “in-the-money options” is based on the difference between the market value of the Issuer’s 
common shares on September 30, 2013 and the exercise price of the options. The closing price of the Issuer’s common shares on 
the TSXV on September 28, 2013 (the last day the Issuer’s shares traded prior to September 30, 2013) was CDN$0.005. 
 

Incentive Plan Awards – Value Vested or Earned During the Year  

No options were granted, vested or earned during the fiscal year ended September 30, 2013.  

Pension Plan Benefits  

The Issuer does not have any pension or retirement plan.  

Termination and Change of Control Benefits  

Except as otherwise disclosed herein, as at September 30, 2013 there were no compensatory plans, 
contracts or arrangements in place with the NEOs resulting from the resignation, retirement or any other 
termination of employment of the NEOs with the Issuer or from a change in control of the Issuer or a 
change in the NEOs’ responsibilities following a change in control, where in respect of the NEOs the 
value of such compensation exceeds $50,000.  

Compensation of Directors 

The Issuer grants incentive stock options from time to time in accordance with the terms of the Issuer’s 
stock option plan and the policies of the TSXV. The purpose of granting such options is to assist the 
Issuer in compensating, attracting, retaining and motivating the directors of the Issuer and to closely align 
the personal interests of such persons to that of the shareholders. The directors are also entitled to be 
reimbursed for reasonable expenditures incurred in performing their duties as directors.  

Compensation for the NEOs has been disclosed in the “Summary Compensation Table” above. The 
following table discloses the particulars of the compensation provided to the directors of the Issuer (not 
including the NEOs) for the financial year ended September 30, 2013: 
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Director Name Fees 
Earned 

Share-
Based 

Awards(1) 

Option-
Based 

Awards(2) 

Non-Equity 
Incentive Plan 
Compensation 

Pension 
Value 

All Other 
Compensation) 

Total 

A. Michael Turko $Nil Nil $Nil Nil Nil $ (3) $ 
Gerard M. Edwards $Nil Nil $Nil Nil Nil $Nil $Nil 

Notes: 
(1) The Issuer does not have any share-based awards.  
(2) Dollar value of the options granted, calculated in accordance with GAAP / IFRS.  
(3) Consulting fees paid to Mr. Turko. 

Proposed Executive Compensation for the Issuer Following the Acquisition 

Set out below is a summary of the estimated compensation for President and CFO of the Issuer for the 12 
month period following the Acquisition and Listing, on an annualized basis. 

Summary Compensation Table 
For 12 Months Following Acquisition and Listing 

Name and 
Principal 
Position 

12 Months 
Following 

Acquisition 

Salary 
($) 

Share-
based 

awards 
($)(1) 

Option-
based 

awards 
($)(2) 

Non-equity 
incentive plan 
compensation 

Pension 
value 

($) 

All other 
compensation 

($) 

Total 
compensation 

($) 

Annual 
incentiv
e plans  

($) 

Long 
term 

incentive 
plans 

($) 

Wayne 
Maddever, 
President 
and CEO 

12 Months 
Following 

Acquisition 

72,000 Nil Nil N/A N/A N/A Nil 72,000 

Chris 
Hopkins, 
CFO  

12 Months 
Following 

Acquisition 

12,000 Nil Nil N/A N/A N/A Nil 12,000 

 

Securities Authorized For Issuance Under Equity Compensation Plans 

As of the financial year ended September 30, 2013 the Issuer’s Stock Option Plan was the only equity 
compensation plan under which securities were authorized for issuance. The purpose of granting such 
options is to assist the Issuer in compensating, attracting, retaining and motivating the directors of the 
Issuer and to closely align the personal interests of such persons to that of the shareholders. See 
“Incentive Plan Awards” above. The following table sets forth information with respect to the Issuer’s 
Stock Option Plan as at the year ended September 30, 2013: 

Plan category Number of securities to be 
issued upon exercise of 
outstanding options (a) 

Weighted-average 
exercise price of 

outstanding options (b) 

Number of securities 
remaining available for 
future issuance under 

equity compensation plans 
(excluding securities 

reflected in column (a)) (c) 
Equity compensation plans 
approved by securityholders 

5,300,000 $0.10 4,885,186 
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Plan category Number of securities to be 
issued upon exercise of 
outstanding options (a) 

Weighted-average 
exercise price of 

outstanding options (b) 

Number of securities 
remaining available for 
future issuance under 

equity compensation plans 
(excluding securities 

reflected in column (a)) (c) 
Equity compensation plans 
not approved by 
securityholders 

Nil N/A Nil 

Total 5,300,000 $0.10 4,885,186 
 
16. Indebtedness of Directors and Executive Officers 

None 

17.  Risk Factors 

The business to be conducted by the Issuer, upon completion of the Acquisition, is subject to a number of 
risks as outlined below.  While this Listing Statement has described the risks and uncertainties that 
management of the Issuer believes to be material to the Issuer’s business, it is possible that other risks and 
uncertainties affecting the Issuer’s business will arise or become material in the future. 

If the Issuer is unable to effectively address these and other potential risks and uncertainties, its business, 
financial condition or results of operations could be materially and adversely affected. In this event, the 
value of the Issuer’s Common Shares could decline and you could lose all or part of your investment. 

Increased Competition 

The Issuer is aware of and actively addresses existing competitors in the industry and markets in which it 
operates. There is a possibility that other companies will enter these markets and compete with the Issuer. 
Such competitors could possess greater financial resources and technical facilities. Increased competition 
could result in significant price competition, reduced profit margins or loss of market share. The Issuer 
may not be able to compete successfully with existing or future competitors and cannot ensure that 
competitive pressures will not materially and adversely affect its business, operating results and financial 
condition. 

Risk Associated with Evolving Business Model 

The Issuer may seek to develop and promote new or complementary opportunities, services, products or 
transaction formats and expand the breadth and depth of its service and product offerings. There can be no 
assurance that the Issuer will be able to expand its operations in a cost effective or timely manner or that 
such efforts will create, maintain or increase overall market acceptance. Furthermore, in the event that 
customers do not favourably receive any new products or services launched by the Issuer, this could 
damage the Issuer’s reputation and diminish the value of its business. Expansion of the Issuer’s 
operations in this manner would also require significant additional expenses and development, operations 
and other resources and would strain the Issuer’s management, financial and operational resources. The 
lack of market acceptance of such products or services or the Issuer inability to generate satisfactory 
revenues from such expanded products and services to offset its costs could have a material adverse effect 
on the Issuer’s business, results of operations, cash flow, financial condition and prospects. 
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Proprietary Protection 

The Issuer’s success will depend, in part, on its ability to maintain proprietary protection over its 
technology and patents. Despite precautions, it may be possible for a third party to copy or otherwise 
obtain and use the technology without authorization. The Issuer can give no assurance that any steps 
taken will prevent misappropriation of its technology. In addition, litigation may be necessary in the 
future to protect the technology. Such litigation could result in substantial costs and diversion of resources 
and could have a material adverse effect on the Issuer’s business prospects, operating results or financial 
condition. In addition, the Issuer is subject to all of the risks associated with technological changes and 
risks of obsolescence. 

Infringement of Third Parties’ Rights 

Although the Issuer does not believe that its products infringe the proprietary rights of any third parties, 
no assurances can be given that infringement or invalidity claims (or claims for indemnification resulting 
from infringement claims) will not be asserted or prosecuted against the Issuer or that any such assertions 
or prosecutions will not materially adversely affect the Issuer’s business, financial condition or results of 
operations. Irrespective of the invalidity or the unsuccessful assertion of such claims, the Issuer would 
incur significant costs and diversion of resources with respect to the defence thereof which could have a 
material adverse effect on its business prospects, operating results or financial condition. 

Reliance on Certain Distributors 

The Issuer intends to distribute its current and future products through, and will rely on, relationships with 
resellers and distributors. The Issuer’s success may be dependent on its ability to implement and maintain 
these relationships and develop additional relationships. Additionally, the Issuer’s success may dependent 
on the distributors’ performance which is not within its control. 

Foreign Operations 

The Issuer anticipates conducting its operations and offering its products and services in foreign 
jurisdictions and as such may be exposed to various levels of political, economic and other risks and 
uncertainties associated with operating in a foreign jurisdiction. 

Product Liability 

The Issuer’s products may be subject to claims for damages related to malfunctions. A major product 
liability claim would materially adversely affect the Issuer’s business because of the costs of defending 
against these types of lawsuits, diversion of key employees’ time and attention from the business and 
potential damage to reputation. As a result, the Issuer could be required to pay substantial amounts of 
damages in settlement or upon the determination of any of these types of claims. 

Lengthy and Complex Sales Cycle 

The Issuer’s sales efforts may require the Issuer to expend significant resources educating prospective 
customers about the uses and benefits of its products and, therefore, the purchase of the Issuer’s products 
may be a significant decision for some customers, the Issuer’s prospective customers may take a long 
time to evaluate its products. 
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Product Concentration 

Substantially all of the Issuer’s revenues are and will continue to be derived from a limited number of 
products and services. Consequently, the Issuer’s performance will depend on maintaining and increasing 
market acceptance of these products and services, as well as enhancing the performance of such products 
and services to meet the evolving needs of customers. Any reduction in future demand or future sales of 
these products or increase in competition could have a material adverse effect on our business prospects, 
operating results or financial condition. 

Fluctuation in Sales 

Acceptance of the Issuer’s products, or any new products developed hereafter, by the market place and 
resulting revenues from sales cannot be accurately predicted. There is no assurance that sufficient sales 
can be achieved to make the Issuer profitable or to continue profitability for any particular period of time. 

Conflicts of Interest 

Certain of the proposed directors and officers of the Issuer are engaged in, and will continue to engage in, 
other business activities on their own behalf and on behalf of other companies and, as a result of these and 
other activities, such proposed directors and officers of the Issuer may become subject to conflicts of 
interest. Conflicts, if any, will be subject to the procedures and remedies under the Business Corporations 
Act (British Columbia) or other applicable corporate legislation. 

Market for Securities and Volatility of Share Price 

There can be no assurance that an active trading market in the Issuer’s securities will be established or 
sustained. The market price for the Issuer’s securities could be subject to wide fluctuations. Factors such 
as announcements of quarterly variations in operating results and acquisition or disposition of properties, 
as well as market conditions in the industry, may have a significant adverse impact on the market price of 
the securities of the Issuer. The stock market has from time to time experienced extreme price and volume 
fluctuations, which have often been unrelated to the operating performance of particular companies. 

Payment of Dividends Unlikely 

There is no assurance that the Issuer will pay dividends on its shares in the near future or at all. The Issuer 
will likely require all its funds to further the development of its business.  

Management of Growth 

Any expansion of the Issuer’s business may place a significant strain on its financial, operational and 
managerial resources. There can be no assurance that the Issuer will be able to implement and 
subsequently improve its operations and financial systems successfully and in a timely manner in order to 
manage any growth it experiences. There can be no assurance that the Issuer will be able to manage 
growth successfully. Any failure of the Issuer to manage growth successfully could have a material 
adverse effect on the Issuer’s business, financial condition and results of operations. 
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Government Regulations 

The Issuer may be subject to various laws, regulations, regulatory actions and court decisions that may 
have negative effects on the Issuer. Changes in the regulatory environment imposed upon the Issuer could 
adversely affect the ability of the Issuer to attain its corporate objectives. 

Reliance on Key Personnel and Consultants 

There can be no assurance that any of the Issuer’s employees will remain with the Issuer or that, in the 
future, the employees will not organize competitive businesses or accept employment with companies 
competitive with the Issuer. 

Additional Financing Requirements and Access to Capital 

There can be no assurance that additional funding will be available at all or on acceptable terms and there 
can be no assurance that the Issuer will generate cash flow from operations necessary to support the 
continuing operations of the Issuer.  

Operating History 

The Issuer is a British Columbia corporation with a no operating history in the medical technology 
business. There can be no assurance that the Issuer will produce revenue, operate profitably or provide a 
return on investment. 

Currency Risk 

Fluctuations in currency exchange rates could have a material adverse effect on the financial condition, 
results of operation or cash flow of the Issuer. The Issuer does not currently intend to enter into any 
hedging arrangements with respect to foreign currencies. The Issuer’s insurance coverage does not cover 
all of its potential losses, liabilities and damages related to its business and certain risks are uninsured. It 
is not always possible to obtain insurance against all such risks and the Issuer may decide not to insure 
against certain risks because of high premiums or other reasons. Moreover, insurance against certain risks 
may not be available to the Issuer on acceptable terms. Should such liabilities arise, they could reduce or 
eliminate profitability and result in increasing costs and a decline in the value of the Issuer’s securities. 

17.2 Risk of Additional Securityholder Contribution 

There is no risk that holders of Common Shares may become liable to make additional contribution 
beyond the price of the Common Shares. 

17.3 Relevant Additional Risk Factors 

The risk factors material to the Issuer that a reasonable investor would consider relevant to an investment 
in the debentures of the Issuer are described above. 

18. Promoters  

There are no promoters of the Issuer. 
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19. Legal Proceedings 

19.1 Legal Proceedings 

The Issuer has not been subject to any material legal proceedings since incorporation, nor is the Issuer or 
any of its properties a party to or the subject of any such proceedings, and no such proceedings are known 
to be contemplated. The Issuer may be involved in routine, non-material litigation arising in the ordinary 
course of business, from time to time. 

19.2 Regulatory actions 

There have not been any penalties or sanctions imposed against the Issuer by a court relating to provincial 
and territorial securities legislation or by a securities regulatory authority since its incorporation, nor have 
there been any other penalties or sanctions imposed by a court or regulatory body against the Issuer, and 
the Issuer has not entered into any settlement agreements before a court relating to provincial and 
territorial securities legislation or with a securities regulatory authority. 

20. Interest of Management and Others in Material Transactions 

To the knowledge of management of the Issuer, other than as set out below, no informed person or 
nominee for election as a director of the Issuer, or any associate or affiliate of an informed person or 
proposed director, has or had any material interest, direct or indirect, in any transaction since the 
commencement of the Issuer’s most recently completed financial year or in any proposed transaction 
which has materially affected or will materially affect the Issuer or any of its subsidiaries other than as set 
out herein. The term “informed person” as defined in National Instrument 51-102 Continuous Disclosure 
Obligations means a director or executive officer of the Issuer, or any person or company who 
beneficially owns, directly or indirectly, voting securities of the Issuer or who exercises control or 
direction over voting securities of the Issuer carrying more than 10% of the voting rights attached to all 
outstanding voting securities of the Issuer, other than voting securities held by the person or company as 
underwriter in the course of a distribution.  

During the year ended September 30, 2012, $128,000 was loaned to Dr. George S. Langdon (CEO, 
director). Repayments of $46,450 were made during the year and $52,803 was offset by expense 
reimbursements resulting in an amount receivable at September 30, 2012 of $28,747. As at the date of this 
Listing Statement, the loan had been repaid in full. 

21. Auditors, Transfer Agents and Registrars 

21.1 Auditors 

The auditor of the Issuer is Collins Barrow Toronto LLP having an address of 11 King St. W., Suite 700, 
Box 27, Toronto, Ontario, Canada, M5H 4C7. 

21.2 Registrar and Transfer Agent 

The transfer agent of the Issuer is CST Trust Company having an address of 1600 – 1066 West Hastings 
Street, Vancouver, BC V6E 3X1. 
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22. Material Contracts 

22.1 Other than the Share Exchange Agreement, the general terms of which are disclosed above, the 
Issuer has no other material contracts. 

23 Interest of Experts 

The auditors of the Issuer, Collins Barrow Toronto LLP, have informed the Issuer that it is independent 
with respect to the Issuer within the meaning of the Rules of Professional Conduct of the Institute of 
Chartered Accountants of Ontario. 

24. Other Material Facts 

There are no other material facts about the Issuer or the Common Shares that are not otherwise disclosed 
herein. 

25. Financial Statements  

25.1  Financial Statements 

Attached as schedules to this Listing Statement are each of the following financial statements: 

Schedule “B” – Audited Financial statements for the financial years ended September 30, 2013, 2012 and 
2011. 

Schedule “C” - MD&A for the financial year ended September 30, 2013. 

Schedule “D” - Unaudited interim financial statements and related MD&A for the three month periods 
ended December 31, 2013 and 2012. 

Schedule “E” – Audited financial statements and related MD&A for the financial year ended December 
31, 2013 for ChroMedX. 

Schedule “F” – Pro forma of the Issuer following the Acquisition. 

25.2 Re-Qualifying Issuer 

This section is not applicable in this Listing Statement.  

 
FORM 2A – LISTING STATEMENT 

July 6, 2010 
Page 35 

 
  



The first certificate below must be signed by the CEO, CFO, any person or company who is a promoter of 
the Issuer and two directors of the Issuer. In the case of an Issuer re-qualifying following a fundamental 
change, the second certificate must also be signed by the CEO, CFO, any person or company who is a 
promoter of the target and two directors of the target. 
 
CERTIFICATE OF THE ISSUER 

Pursuant to a resolution duly passed by its Board of Directors, (full legal name of the Issuer), hereby 
applies for the listing of the above mentioned securities on CSE.  The foregoing contains full, true and 
plain disclosure of all material information relating to (full legal name of the Issuer). It contains no untrue 
statement of a material fact and does not omit to state a material fact that is required to be stated or that is 
necessary to prevent a statement that is made from being false or misleading in light of the circumstances 
in which it was made. 

Dated at Toronto 

this  2nd  day of  July  , 2014. 

 

“Wayne Maddever” (signed)  “Chris Hopkins” (signed) 

Chief Executive Officer  Chief Financial Officer 

   

  “James Samsoondar” (signed) 

Promoter (if applicable)  Director 

   

“Gerard Edwards” (signed)   

Director   

[print or type names beneath signatures] 
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CERTIFICATE OF THE TARGET 

The foregoing contains full, true and plain disclosure of all material information relating to ChroMedX. It 
contains no untrue statement of a material fact and does not omit to state a material fact that is required to 
be stated or that is necessary to prevent a statement that is made from being false or misleading in light of 
the circumstances in which it was made. 

Dated at Toronto 

this  2nd  day of  July  , 2014. 

 

“James Samsoondar” (signed)  “R. Brian Murray” (signed) 

President   Treasurer 

   

  “James Samsoondar” (signed) 

Promoter (if applicable)  Director 

   

   

Director   

[print or type names beneath signatures]
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EXECUTIVE SUMMARY 

ChroMedX Ltd. (“ChroMedX” or the “Company”), following the acquisition of the Patents (as 
defined and described below from Invidx Corp. (“Invidx”) (formerly ChroMedX Inc.), will be 
developing novel medical devices for Point of Care Testing (POCT), blood sample collection, and 
serum/plasma treatment and analysis.  Based on previous devices and numerous patents, both 
issued and applied for, developed by Dr. James Samsoondar, a clinical biochemist, the devices 
represent disruptive technologies for the POCT and In Vitro Diagnostic (IVD) market. 

The Company will have two platform technologies.  The initial platform will focus on devices 
and methodologies for blood sample collection and analysis.  The analysis of the oxygen 
carrying state of hemoglobin in the blood is known as CO-oximetry.  It is a critical measurement 
of a patient’s condition.  As well as determining if there is oxygen deficiency at the tissue level 
CO-oximetry determines the degree of any carbon monoxide poisoning (carboxy-hemoglobin) 
that may be affecting the patient.  In addition measurement of Methemoglobin will indicate if a 
patient has been exposed to certain environmental toxins containing nitrates and is used to 
monitor certain neonatal treatments.  Thus rapid analysis of hemoglobin status and blood 
oxygenation as well as acid/base balance is an essential tool for patient evaluation.  This 
information is of particular importance for first responder patient evaluation and in emergency 
and operating rooms in healthcare facilities.  A hand-held device for measuring CO-oximetry 
and a second hand-held device for measuring a combination of CO-oximetry and blood gases 
(Including pH) represent the initial projects based upon the first technology platform.  
Additional devices based on the same platform will provide innovative measurement 
techniques for neonatal bilirubin analysis.   

The second technology platform is based on ultrafiltration and will be applied to several 
applications.  The first will provide plasma separation from whole blood during blood collection 
which avoids the step of centrifugation in the laboratory.  The second application will process 
plasma to remove proteins in preparation for analysis.  Once acquired from Invidx, the 
Company’s plasma/serum ultrafiltration technology will provide the next innovation in 
measurement of free hormones and therapeutic drugs using existing laboratory 
immunoanalysers, but with reduced sample preparation time and cost.  Proof of concept for 
this technology has been demonstrated. 

The Company will develop its technologies in collaboration with major hospitals and 
universities and will seek strategic relationships with existing medical diagnostic companies, as 
well as companies that desire to enter into the field of medical diagnostics. 
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ChroMedX Ltd. is led by an experienced management team, all of whom have advanced 
technical training and past start-up experience.   A full suite of patents has been developed and 
these have either been granted by the USPTO or have been filed.  Appropriate PCT filings for 
the patents are being executed, which enable worldwide protection of the Invidx’s intellectual 
property. 

The Company is seeking investment of $1-2 million for initial prototype manufacture and 
testing as well as business development. 
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THE COMPANY 

ChroMedX Ltd. was founded in late 2013 and is in the process of acquiring numerous patents 
and patent applications created through the work of Dr. James Samsoondar, the clinical 
biochemist at The Scarborough Hospital in Toronto.  ChroMedX’s technologies will focus on 
blood collection, preparation and analysis.   Dr. Samsoondar has previously developed patented 
medical devices which were licensed to major corporations.  His more recent developments 
improve on those prior devices and expand the areas of collection and analysis.  The inventions 
represent disruptive technologies for the industry. 

ChroMedX has gathered a strong management and technical team to capitalize on this unique 
opportunity offered by the Patents.  Team members have backgrounds in clinical biochemistry, 
engineering, material science and finance.   Along with the current fundraising efforts the 
Company will lever sources of funding from the government sector and form strategic alliances 
with universities and hospitals with specific expertise in fields that are relevant to the 
commercialization of the IP. 

THE MARKET 

The total world market for In Vitro Diagnostics (IVD) is estimated to reach $58.6 billion in 2014.  
Point of Care Testing (POCT) represents approximately 29% of this market or $16.9 billion. 

This number will continue to increase as improvements in technology and a continuing 
movement to evidence based medicine drives the number of analyses performed.   Other 
growth factors driving significant growth include: 

• Aging worldwide population 
o Increasing numbers of people between 45 and 75 in the industrialized world 

consume more healthcare services 
• Demand for new hospitals in developing countries 

o Increased income levels in developing countries drive demands for health care 

Factors which drive POCT include: 

• Continuing growth of decentralized health care services 
• Increased emphasis on patient-focused medicine 
• Opportunities to provide health care in under-developed countries 

1 
 



The success of POCT relies on continued development of new tests, as well as new sample 
collection techniques and analytical devices.  The IVD market by region is shown in Figure 1. 

 

 

 

 

 

 

 

 

Figure 1: Regional Breakout of IVD market 

A further breakdown of IVD sales by product market is shown in Figure 2.  The core lab tests of 
clinical chemistry, immunoassays and hematology represent 43% of the market value but 70% 
of the testing.  Sales by test type are shown in Table I. 

  

 

 

 

 

 

 

 

 

Figure 2: IVD by Product Market 
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Table I: Sales by Test Type 

Immunoassays play a dominant role in laboratory medicine.  Development of new markers of 
diseases has driven IVD and immunoassays in particular, to a new level.   These tests are 
valuable for: 

• Disease risk prediction 
• Disease diagnosis 
• Disease prognosis 
• Monitoring of treatment of diseases 
• Monitoring of use of therapeutic drugs that have a narrow window between effective 

and toxic levels  
• Investigating diseases of glands (like the thyroid gland) that produce hormones 

(endocrinology) 

The market is dominated by large multinational companies, as shown in Table II, with the top 
18 companies representing 72% of the market as shown in Figure 3.  Growth for these 
companies is being accomplished not only by market growth but through acquisitions and more 
recently through significant growth in licensing and collaboration.   

Sales % Sales % CACG
2009 Mkt 2014 Mkt

Clinical Chemistry 6,415       14 7,075      12 2
Immunoassays
    Infectious diseases 4,220       10 5,700      10 6
    Other Immuno 5,340       12 6,830      12 5
    Blood Bank 640           1 770          1 4
Hematology 2,365       5 2,600      4 2
Microbiology (ID/AST) 2,960       7 3,835      7 5
Microbiology, molecular 2,560       6 5,730      10 17
Radioimmunoassays 300           1 300          1 0
Coagulation 1,065       2 1,285      2 4
Histology/Cytology 2,375       5 3,330      6 7
Nucleic Acid Assays 560           1 990          2 12
Blood Grouping/Typing 550           1 650          1 3
Blood Bank Molecular 865           2 1,000      2 3
Flow Cytometry 1,070       2 1,200      2 2
POC, OTC diabetes 7,140       16 9,440      16 6
POC, OTC Other 922           2 1,111      2 4
POC<,Professional/Hospital 5,025       11 6,790      12 6
Source:Kalorama Information

3 
 



 

 

 

 

 

 

 

 

Table II: Top IVD Companies 

 

 

 

 

 

 

Figure 3: Industry Consolidation 

 

 

 

 

2009 IVD Revenues
($million)

Roche Diagnostics 7,906                           
Abbott Diagnostics 4,981                           
Siemens Medical 4,766                           
J&J-Ortho Lifescan 4,403                           
Beckman Coulter 2,789                           
Becton Dickenson 1,780                           
Inverness Medical 1,537                           
bioMerieux 1,416                           
Bayer Healthcare 1,356                           
Bio-Rad 1,140                           
Source: Kalorama Information
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CHROMEDX FOLLOWING THE ACQUISITION 

The Company will initially focus on five projects based on the two technology platforms.  Three 
will employ novel blood collection techniques in combination with spectroscopy and biosensors 
to provide blood analysis in a hand held unit.  The other two technologies will employ 
ultrafiltration techniques to prepare blood and serum for analysis. 

The products that will be developed by the Company under the platforms can be summarized 
as follows: 

• Platform 1 - Blood Sampling and Analysis 
o HemoPalm 
o HemoPalm II 
o HemoPalm B 

• Platform 2 - Ultrafiltration 
o AUF 
o PEC 

HemoPalm 

The HemoPalm devices represent a platform technology for blood sampling and analysis.  The 
technology consists of a number of different disposable cartridges for sample collection, 
depending on test type, and hand held analysers to produce immediate results without the 
need to send samples to a central laboratory, or any sample preparation.   

In the field of blood analysis, CO-oximetry is the gold standard for measurement of hemoglobin 
oxygen saturation (sO2) and the most reliable method for CO-oximetry measurement is via 
spectroscopy.  Other techniques rely on conductivity measurement via bio sensors, after which 
hemoglobin content is calculated.  These techniques can produce inaccurate results when 
certain clinical conditions are present. 

The HemoPalm devices will provide full CO-oximetry using spectroscopy in a hand held analyzer 
providing fast, accurate, POC testing both in laboratory and field environments. 

The HemoPalm family consists of: 

 HemoPalm – CO-oximetry 
 HemoPalm II – CO-oximetry plus pH 
 HemoPalm B – Neonatal bilirubin 
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HemoPalm provides CO-oximetry measurement by spectroscopy, which include:  

o Total Hemoglobin (Hb) 
o Oxy-Hb 
o Deoxy-Hb 
o Carboxy-Hb 
o Met-Hb 
o Hemoglobin oxygen saturation (sO2) 

HemoPalm II provides a combination of spectroscopy and biosensor measurements, in 
particular, CO-oximetry and blood gases (includes pH).  It should be noted that hemoglobin 
species measured by spectroscopy cannot be measured by biosensors, and blood gases cannot 
be measured by spectroscopy, thus HemoPalm II provides a unique solution to blood analysis 
by offering a complete solution in a hand held device. 

HemoPalm B employs ultrafiltration to separate plasma from the blood sample followed by 
spectroscopic analysis of the plasma for bilirubin, a common analysis in neonatal care.  In this 
regard, aspects of this project tie in with the ultrafiltration technology platform 

In addition all HemoPalm cartridges are designed to collect blood through capillary action 
thereby requiring only a small volume of sample to be collected from the patient through a pin 
prick.  By eliminating the need for blood samples to be transferred from syringe to the 
HemoPalm cartridges and handheld analyzers, the following benefits are achieved: 

• Facilitate sampling from elderly or neonatal patients in which venous or arterial blood 
sampling is difficult or dangerous.  

• Allow use of capillary blood for oximetry eliminating the need for difficult and painful 
arterial blood sampling 

• Allow sample collection by paramedical or other personnel rather than depending on 
personnel with specific venous or arterial sampling training, the latter requiring a 
physician 

• Provide immediate CO-oximetry analysis which can be vital in time-critical situations 
such as: 

o Emergency room triage 
o Operating room 
o First responder patient evaluation 
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AUF  

Automated Ultra-Filtration, or AUF,  involves the use of a proprietary cartridge which can be 
employed in an automated desktop system to enable rapid, high proficiency analysis.   As 
discussed earlier, immunoassays represent the largest segment of IVD testing.  Serum or 
plasma obtained from blood is used to perform these tests to determine the concentration of 
hormones or therapeutic drugs, for example, in the patient’s blood.  Examples of a hormone 
and a therapeutic drug are testosterone and Dilantin (used to treat epilepsy) respectively.  The 
tests are performed using immunoanalysers in laboratories.  These devices are only capable of 
measuring the total amount of these hormones or drugs in the plasma, however the vast 
majority of these chemicals species are attached to proteins in the blood system thereby 
rendering them inactive.  Only the remaining “free” chemical performs the needed function in 
the body.  Immunoassays for free thyroid hormones were developed in 1976, which 
revolutionized the way thyroid disorders are diagnosed and treated.  The use of total thyroid 
hormones declined over the years, and is no longer included in standards of practice.  This 
practice is expanding to other hormones and drugs and the AUF will enable this analytical 
technique. 

In order to measure the free chemical, a costly and time consuming process of separating the 
protein from the plasma is carried out using equilibrium dialysis and membrane centrifugation 
among other methods.   Eighteen hours are required for equilibrium dialysis, and 30 minutes of 
centrifugation is required for membrane centrifugation.  The AUF cartridge eliminates this step 
using a process of ultrafiltration.  Samples are quickly prepared and sent to the existing 
immunoanalyzer which, because the sample is now devoid of chemical species bound to 
proteins, is now measuring only the free hormone or drug.  As a result the AUF represents a 
disruptive technology in this area of medical analytical technology. 

PEC  

The patented Plasma Extraction Cartridge , or PEC, represents a breakthrough, disruptive 
technology in the collection of blood samples and their preparation for analysis.  Currently the 
leading method for blood sample collection by far is the Vacutainer, a Becton Dickinson 
patented product.  Familiar to most people, this is the evacuated container that is fitted over 
the first end of a double-ended needle, after the  second end has been inserted into a vein.  In 
order to carry out subsequent blood analysis, the Vacutainer must be sent to the laboratory 
where it is placed in a centrifuge to separate the plasma from the red blood cells. 

The PEC eliminates this step by performing the separation process during sample collection 
using ultra filtration technology.  This eliminates a costly and time consuming step making this 
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device extremely useful for STAT (immediate) tests in laboratories, and opens new doors  for a 
POCT device that cannot use whole blood (also referred to as whole blood). 

PATENTS 

ChroMedX Ltd. has been established to commercialize the devices developed by Dr. James 
Samsoondar.  The following patents have been issued or applied for and have been or will be 
assigned to ChroMedX by Dr. Samsoondar: 

Patent/Application  Filing Date Title Status 
 

US Patent No. 7,740,804 18th Jan, 2008 Spectroscopic Sample Holder Issued 
 

US Patent No. 8,101,404 4th Oct, 2010 Plasma Extraction Apparatus Issued 
 

US Patent No. 7,816,124 12th May, 2006 Diagnostic Whole Blood and Plasma 
Apparatus 

Issued 
 

US Patent No. 8,206,650 2nd May, 2006 Joint-Diagnostic Spectroscopic and 
Biosensor Meter 

Issued 
 

US Patent Appl. 13/549,443 14th July, 2012 Sample Filtration Assembly Pending 
 

PCT/CA 2013/050935 6th Dec, 2013 Automated Ultra-filtration System Pending 
 

COMPETITIVE LANDSCAPE 

A summary of competitive devices for POCT oximetry is shown in Table III. 

Compared to other devices in the marketplace, HemoPalm cartridges and analyzers offer a 
complete solution to blood collection and analysis.  The combined features of the system 
provide the following benefits unmatched by competitive devices: 

• Portability 
• Rapid analysis 
• Complete CO-oximetry measurements via spectroscopy (HemoPalm/HemoPalm II) 
• Complete CO-oximetry measurements plus blood gases (HemoPalm II) 
• Accurate measurements of arterial blood oxygenation without sampling via syringe 
• No need for blood collection via syringe 
• No risk of contamination by air 
• Enhances special applications for neonatal (bilirubin) and the elderly  
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Table III: CO-oximetry Competitive Devices 
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In the area of blood and serum preparation as represented by AUF and PEC, there are no 
current technologies that are equivalent of competitive.  Preparation by centrifugation is 
considered the standard practice and as a result, the AUF/PEC products represent truly 
disruptive technologies in the marketplace 

RESEARCH AND DEVELOPMENT 

Research and development activities will be carried out at ChroMedX’s facilities in collaboration 
with major medical centers and universities such as those located at McMaster University.  
Management (Post-Acquisition) will be investigating locating the Company’s R&D facilities at 
the McMaster Innovation Park and linking those activities to key medial and engineering 
personnel at the University.  

Initial contact by ChroMedX has been made with the Innovation Factory at McMaster 
Innovation Centre.  The Innovation Factory is a Regional Innovation Centre set up by the 
Ontario Centre for Excellence and the key goal is to assist early stage companies by advising on 
potential funding sources and linking the companies with appropriate university personnel who 
are expert in the field of endeavor. 

Initial R&D efforts will entail the manufacture of the disposable cartridge prototypes for the 
various technologies as well as development of a breadboard or pre-prototype device for the 
development of HemoPalm technologies.  After this device is tested and refined, the Company 
will seek outside expertise to package the unit in a user-friendly, hand held device.  Beta testing 
of production ready prototypes of this device will take place in key clinical settings. 

PROJECT TIMETABLE AND MILESTONES 

The project timetable is shown in Table IV.  Key milestones for the projects are as follows: 

HemoPalm/HemoPalm II/HemoPalm B (for each project) 

• Completion of manufacture and testing pre-prototype analyzer/cartridge 
• Manufacture of prototype analyzer 
• Completion of clinical testing and submission for regulatory approval 

AUF 

• Completion of design/build of pre-prototype 
• Manufacture of prototype cartridge 
• Completion of manufacture of automated work station 
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• Completion of clinical testing of system 

PEC 

• Completion of design/build of pre-prototype 
• Manufacture of prototype cartridge 
• Completion of clinical testing prototype 
• Submission for regulatory approval 

MARKETING AND SALES STRATEGY  

After successful beta testing the Company will produce an initial production run and begin a 
strategy of marketing directly to major industry distributors and to key clinical facilities.  
Awareness of the product will be raised through presentations at conferences as well as 
through the industry press.  A key goal of the relationship with an institution such as McMaster 
will be to achieve credibility and acquire endorsements of key clinical personnel to support the 
sales and marketing effort.   

Establishment of Company owned production facilities is not envisioned at this point as 
offshore mass manufacture for such precision devices is readily available.  The Company will 
establish distribution chains and will be responsible for ongoing quality control and testing. 

The growing tendency of the industry leaders to license technologies in order to grow their 
business has been noted previously.  Ultimately a licensing arrangement for any of the 
technologies may be the most desirable strategy.  In that regard, the company will initiate 
discussions with relevant major industry corporations at an early stage of the development of 
each of the products to determine interest and potentially negotiate co-funding of the project 
on a pre-license fee basis. 

The potential for significant revenue exists with the technology.  Considering the CO-oximetry 
technology as a primary example, one current hand held CO-oximeter shown in the competitive 
table is the i-Stat.  Cartridges for the i-Stat sell for approximately $15 each while the hand held 
unit itself sells for over $13,000. 

A target price for the HemoPalm analyzer would be in the $7,000-10,000 range with a margin of 
at least 40%.  Similarly the cartridges should sell in the same range as the i-Stat cartridges and 
expected margin would be 50%.  As sales of the analyzer could easily be many thousands and 
the cartridges in the millions annually, the potential can be seen. 

11 
 



Even in a licensing scenario, one would expect an initial intellectual property license fee and an 
ongoing royalty on cartridges that would be at least $1 per cartridge.   

FINANCIAL PLANS 

Funding 

Closing of the transaction with Monarch Energy Limited is contingent on a financing being 
completed in ChroMedX Ltd for a minimum of $400,000 and a maximum of $1,200,000. 

The financing will be non-brokered and will consist of units at $0.10 where each unit includes 
one common share and two (2) half warrants. One half warrant will have a term of twelve (12) 
months and the holder of a full warrant will be entitled to acquire one additional common 
share at $0.15. The second half warrant will have a term of twenty-four (24) months and the 
holder of a full warrant will be entitled to acquire one additional common share at $0.25. 

In addition to the initial equity investment, numerous sources of government funding are 
available for research and development in the health sciences field and the Company will 
pursue all of these opportunities. Most of these funds are available on a matching basis and 
consist of both loan and grant format.   

Pro-forma Balance Sheet 

The attached pro-forma balance sheet has been prepared as at June 1, 2014 on the basis that 
the transaction between Monarch Energy Limited and ChroMedX Ltd. has been completed, 
including the share consolidation and the completion of a financing for 4 million units to raise a 
total of $400,000 ($318,000 net of commissions and other costs). 

Cash Flow Forecast 

The attached cash flow forecast has been prepared on the same basis as the pro-forma balance 
sheet, however it also provides for the raising of an additional $200,000 from a private 
placement by month six and the exercise of 2 million warrants at $0.15 to raise a further 
$300,000 before month twelve. 
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TABLE IV-PROJECT TIMETABLE
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Corporate
Complete organization
Complete business Plan
Initial funding
Complete first round
Acquire site

HemoPalm
Analyser/Cartridge concept design
Build pre-prototype analyser
Design/Build prototype cartridge
In-house system testing/refinement
Packaging design analyser
Build prototype analyser
Clinical testing of prototype
Device regulatory approval
Production Design
Initial production

HemoPalm B/HemoPalm II
Modify analyser/cartridge for biosensor
In-house system testing/refinement
Build Prototype
Clinical testing of prototype
Device regulatory approval
Production Design
Initial production

AUF
Design/build pre-prototype
Develop pre-protoype functionality
Source prototype manufacturer
Manufacture prototype cartridge
Develop automated workstation
Prototype/System testing
Clinical testing of system
Regulatory approval (NOT REQUIRED)

PEC
Design/build pre-prototype
Develop pre-protoype functionality
Source prototype manufacturer
Manufacture prototype
Protoype testing
Clinical testing of prototype
Regulatory approval

2014 2015
Task

2016
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MANAGEMENT AND BOARD OF DIRECTORS OF MONARCH ENERGY LIMITED (POST-ACQUSITION) 

James Samsoondar, Ph.D., FCACB, Chief Science Officer and Director 

James Samsoondar holds a Ph.D. in Clinical Biochemistry from the University of Toronto.  He 
completed a 2-year residence in Clinical Biochemistry to become a Certified Clinical Biochemist 
and subsequently a Fellow of the Canadian Academy of Clinical Biochemistry (FCACB).  He is 
currently Chair of the Professional Affairs Committee of the Ontario Society of Clinical Chemists 
and a Scientific Committee member of the Quality Management Program-Laboratory Services 
(division of the Ontario Medical Association).  Currently he is also Clinical Biochemist, Quality 
Manager and Chair of the Point-of-Care Testing (POCT) Advisory Committee at The Scarborough 
Hospital, Toronto, Ontario. 

Dr. Samsoondar has been awarded 34 patents to date and is the principal inventor in 29 
patents.  He developed and licensed technology to Johnson & Johnson which is incorporated 
into the company’s Central Laboratory Chemistry Analyzer–the most utilized lab analyzer in 
Ontario.  He developed the HemoNIR hand-held analyzer with a previous company and went on 
to found ChroMedX in 2005.   

Wayne Maddever, Ph.D., P.Eng., President, Chief Executive Officer and Director 

Wayne Maddever received his B.A.Sc./M.A.Sc/Ph.D. in Metallurgical and Materials Science 
Engineering from the University of Toronto.  He began his career with the Gas Products Division 
of Union Carbide (now Praxair) in both the US and Canada where he held positions in research 
and development, product management and sales management.  He has considerable 
experience in the plastic industry having headed a Division of St. Lawrence Starch, which 
developed and commercialized degradable plastics.  He is familiar with precision equipment 
manufacture having served as General Manager of Sanden Machine, a printing press 
manufacturer and as COO of CFN Precision, a precision machining company producing parts for 
aircraft and scientific instruments.  Dr. Maddever also operated Ontario’s third largest home 
oxygen therapy and medical supply company as General Manager-Canada for MG Industries a 
German industrial gases company 

Since 2000 he has specialized in management of technically based companies where he has 
held senior management positions at a number of technically based private and publicly held 
companies, particularly in early stage or turnaround situations. 
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Dr. Maddever holds several patents and is the author of numerous technical papers in several 
different fields and is co-author of a textbook on degradable plastics.   

George Langdon, Ph.D., Director 

George Langdon studied geology at the Memorial University of Newfoundland, where he took 
BSc., MSc and PhD degrees between 1978 and 1996. He joined the petroleum industry as an 
exploration geologist in 1980, and worked for majors Hudson’s Bay Oil and Gas in Calgary, Saudi 
ARAMCO in Dhahran, Saudi Arabia, and Mobil Oil Canada in Toronto, until 1999. Since that time 
he has acted as a consultant for, and has been involved in the development of junior public 
companies in the oil and gas sector, focusing on Eastern Canadian sedimentary basins.  In 2006 
he became the founding President of Shoal Point Energy Ltd. (CNSX-SHP) where he served until 
June 2013. Dr. Langdon was co-responsible as President and lead geologist for the company’s 
recognition of, and assembling a large land position for, a large LTO (light, tight oil) play in 
Western Newfoundland.  

Chris Hopkins,  CPA, CA., Chief Financial Officer 

Mr. Hopkins has over 25 years of experience in financial and management reporting, financial 
management, mergers & acquisitions, strategic planning, corporate finance and investor 
relations.  The majority of his career has been spent in senior positions with numerous publicly-
listed companies, including U.S. Silver, Rio Algom Limited, BHP Billiton, Suncor Inc. and several 
Canadian and international junior mining companies.  He received his Bachelor of Commerce 
degree from the University of Toronto, his Chartered Accountant designation and his Master of 
Business Administration from the Schulich School of Business at York University. 

Gerard Edwards, MBA, Director 

In 1995, Mr. Edwards co-founded Imperial Venture Corp/Canadian Imperial Venture Corp 
serving initially as president and director and currently serves as director and CFP.  Mr. Edwards 
has served as director of a number of public resource based companies over the past decade 
and is a principle and director of a number of private companies. 

Chris Irwin, LLB., Secretary 

Mr. Irwin practices securities and corporate/commercial law and has been the managing 
partner of Irwin Lowy LLP since January 2010; prior thereto he was the President of Irwin 
Professional Corporation from August 2006 to December 2009; and prior thereto he was an 
associate at Wildeboer Dellelce LLP from January 2004 to July 2006.  Mr. Irwin advises a 
number of public companies, board of directors and independent committees on a variety of 
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issues.  Mr. Irwin is a director and/or officer of a number of public companies, including: the 
Secretary of Canada Lithium Corp., a TSX listed issuer currently developing and commissioning 
an open-pit lithium carbonate mine and processing plant near Val d’Or, Quebec.  Mr. Irwin is a 
former Director of Trelawney Mining and Exploration Inc.; former Director of Southern Star 
Resources Inc., which was formerly listed on TSX prior to becoming Gold Eagle Mines Ltd. and 
being taken over by Goldcorp Inc. in a $1.5 billion transaction 
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 This office is independently owned and operated by Collins Barrow Toronto LLP 
The Collins Barrow trademarks are used under License. 

INDEPENDENT AUDITORS' REPORT 
 
To the Shareholders of Monarch Energy Limited 
 
 
We have audited the accompanying  financial statements of Monarch Energy Limited which comprise the 
statement of financial position as at September 30, 2013 and the statements of operations and 
comprehensive income (loss), changes in shareholders’ equity (deficiency) and cash flows for the year 
then ended and a summary of significant accounting policies and other explanatory information. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards, and for such internal control as 
management determines is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the  financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by management, as well as evaluating the 
overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, these financial statements present fairly, in all material respects, the financial position of 
Monarch Energy Limited as at September 30, 2013 and its financial performance and its cash flows for 
the year then ended in accordance with International Financial Reporting Standards. 
 
Emphasis of Matter 
 
Without qualifying our opinion, we draw attention to Note 1 in the financial statements which indicates the 
existence of material uncertainties that may cast significant doubt about the company’s ability to continue 
as a going concern. 

Collins Barrow Toronto LLP 
Collins Barrow Place 
11 King Street West 
Suite 700, Box 27 
Toronto, Ontario 
M5H 4C7  Canada 
 
T.   416.480.0160 
F.   416.480.2646 
 
www.collinsbarrow.com 
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Other Matter 
 
The financial statements for the year ended September 30, 2012 were audited by another auditor who 
expressed an unmodified opinion on those financial statements dated January 28, 2013.  

 
Collins Barrow Toronto LLP 
Licensed Public Accountants 
Chartered Accountants 
January 21, 2014 
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MONARCH ENERGY LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 
(Expressed in Canadian dollars)

September 30, September 30,
2013 2012 

ASSETS

Current

Cash and cash equivalents $ 9,574 $ 27,601
Amounts receivable 315 20,240
Due from related party - 28,747

9,889 76,588

Property and equipment (Note 4) 750 1,012

Reclamation bonds (Note 7) 41,894 28,402

Asset retirement obligation (Note 8) 28,854 -

$ 81,387 $ 106,002

LIABILITIES

Current
Accounts payable and accrued liabilities $ 50,722 $ 35,236

GST/HST payable 2,154 2,169

Due to related parties (Note 10) 119,964 14,675

172,840 52,080

Provision for well abandonment costs (Note 8) 28,854 -

201,694 52,080

SHAREHOLDERS' EQUITY (DEFICIENCY)

Capital stock (Note 9) 19,466,341 19,466,341
Contributed surplus 1,636,009 1,636,009
Deficit (21,222,657) (21,048,428)

(120,307) 53,922

$ 81,387 $ 106,002

NATURE OPERATIONS AND GOING CONCERN, (Note 1)
SUBSEQUENT EVENTS, (Note 15)

Approved on behalf of the board:

       "George Langdon"       President and Director
       "Michael Turko"       Director

The accompanying notes are an integral part of these  financial statements.
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MONARCH ENERGY LIMITED
STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)  
FOR THE YEARS ENDED SEPTEMBER 30, 
(Expressed in Canadian dollars)

2013 2012

Revenue
Petroleum and natural gas sales $ - $ 190,117

Direct costs
Royalties - 34,891
Production expenses 10,228 123,351

(10,228) 31,875

Expenses

Consulting fees (Note 10) 69,000 86,863
Depreciation 262 388
Foreign exchange loss 2 4
Management fees  (Note 10) 42,000 42,000
Office, general and administrative 14,592 43,152
Professional fees 26,297 48,443
Transfer agent and filing fees 15,416 17,938

Loss from operations (167,569) (238,788)

Reversal of future reclamation provision (Note 7) - 61,669
Recovery of expenses - 72,836
Interest income 454 768
Write-off of exploration and evaluation assets (Note 5) - (370,282)
Gain on sale of asset (Note 6) 3,114 550,000

 3,568 314,991

Net comprehensive income (loss) for the year $ (174,229) $ 108,078

Income (loss) per share

Basic and fully diluted (Note 14) $             (0.00) $                0.00

Weighted average number of common shares outstanding, basic and diluted 101,851,860 101,851,860

The accompanying notes are an integral part of these  financial statements.
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MONARCH ENERGY LIMITED
STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY (DEFICIENCY)
FOR THE YEARS ENDED SEPTEMBER 30, 2013 and 2012
(Expressed in Canadian dollars)

Capital Stock
Number of

shares Amount
Contributed

Surplus Deficit Total
Balance, October 1, 2011 101,851,860 $ 19,466,341 $ 1,636,009 $ (21,156,506) $ (54,156)
Net income for the year - - - 108,078 108,078

Balance, September 30, 2012 101,851,860 $ 19,466,341 $ 1,636,009 $ (21,048,428) $ 53,922
-

Balance, October 1, 2012 101,851,860 $ 19,466,341 $ 1,636,009 $ (21,048,428) $ 53,922
Net loss for the year - - - (174,229) (174,229)

Balance, September 30, 2013 101,851,860 $ 19,466,341 $ 1,636,009 $ (21,222,657) $ (120,307)

The accompanying notes are an integral part of these  financial statements.
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MONARCH ENERGY LIMITED
STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED SEPTEMBER 30,
(Expressed in Canadian dollars)

2013 2012

Cash flows from operating activities

Net income (loss) for the year $ (174,229) $ 108,078
Adjustments not effecting cash:

Depreciation 262 388
Recovery of expenses - (72,836)
Write-off of exploration and evaluation assets - 370,282
Gain on sale of asset - (550,000)
Recovery of future reclamation provision - (61,669)
Interest income (447) (768)

Changes in non-cash operations working capital
Amounts receivable 19,925 (4,630)
Prepaid expenses - 5,470
Recalmation bonds (13,045) -
Accounts payable and accrued liabilities 15,471 (122,519)

Cash flows used in operating activities (152,063) (328,204)

Cash flows from investing activities
Additions to exploration and evaluation assets - (97,486)
Disposal of oil & gas properties - 500,219
Amounts loaned to related party - (128,000)
Repayment of loan from related party 28,747 46,450
Amounts loaned from related party 105,289 22,675

Cash flows provided by investing activities 134,036 343,858

Net increase (decrease) in cash and cash equivalents (18,027) 15,654

Cash and cash equivalents, beginning of year 27,601 11,947

Cash and cash equivalents, end of year $ 9,574 $ 27,601

The accompanying notes are an integral part of these  financial statements.
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MONARCH ENERGY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2013 
(Expressed in Canadian dollars)

1. NATURE OF OPERATIONS AND GOING CONCERN

Monarch Energy Limited (the "Company") was incorporated in British Columbia and is engaged in the
exploration and evaluation of mineral properties.  The principal business address of the Company is 65 Queen
Street West, Toronto, Ontario, M5H 2M5.

The current market conditions and volatility increase the uncertainty of the Company’s ability to continue as a
going concern given the need to both curtail expenditures and to raise additional funds. The Company is
experiencing, and has experienced, negative operating cash flows and also has negative working capital of
$162,951 as at September 30, 2013. The Company will continue to search for new or alternate sources of
financing but anticipates that the current market conditions may impact the ability to source such funds.  These
material uncertainties may cast significant doubt on the Company's ability to continue as a going concern.

There can be no assurance that the Company will be able to continue to raise funds in which case the Company
may be unable to meet its obligations. Should the Company be unable to realize on its assets and discharge its
liabilities in the normal course of business, the net realizable value of its assets may be materially less than the
amounts recorded on the statement of financial position.

2. BASIS OF PRESENTATION

Statement of Compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards("IFRS") as issued by the International Accounting Standards Board ("IASB").

The financial statements of the Company for the year ended September 30, 2013 were reviewed by the Audit
Committee and approved and authorized for issue by the Board of Directors on January 22, 2013. 

Basis of Measurement

These financial statements have been prepared on the historical cost basis except for certain financial
instruments which are measured at fair value.  In addition, these financial statements have been prepared using
the accrual basis of accounting, except for cash flow information.

Functional and Presentation Currency

The financial statements are presented in Canadian dollars, which is also the Company's functional currency.

Use of Estimates and Judgement

The preparation of these financial statements in conformity with IFRS requires that management make
estimates and assumptions about future events that affect the amounts reported in the financial statements and
related notes to the financial statements. Actual results may differ from those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are
recognized in the period in which the estimates are revised and in any future periods affected.

7.



MONARCH ENERGY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2013 
(Expressed in Canadian dollars)

(i) Critical accounting estimates

Critical accounting estimates are estimates and assumptions made by management that may result in a material
adjustment to the carrying amount of assets and liabilities within the next financial year and are, but are not
limited to, the following:

Share-based compensation

The fair value of stock options issued are subject to the limitation of the Black-Scholes option pricing
model that incorporates market data and involves uncertainty in estimates used by management in the
assumptions.  Because the Black-Scholes option pricing model requires the input of highly subjective
assumptions, including the volatility of share prices, changes in subjective input assumptions can
materially affect the fair value estimate.

Recovery of deferred tax assets

Judgment is required in determining whether deferred tax assets are recognized in the statement of
financial position.  Deferred tax assets, including those arising from unutilized tax losses, require
management to assess the likelihood that the Company will generate taxable earnings in future periods, in
order to utilize recognized deferred tax assets.  Estimates of future taxable income are based on forecast
cash flows from operations and the application of existing tax laws in each jurisdiction.  To the extent
that future cash flows and taxable income differ significantly from estimates, the ability of the Company
to realize the net deferred tax assets recorded at the date of the statement of financial position could be
impacted.

Additionally, future changes in tax laws in the jurisdictions in which the Company operates could limit
the ability of the Company to obtain tax deductions in future periods.

The Company has not recorded any deferred tax assets.

Asset retirement obligation

Management has exercised their judgment in determining the costs to suspend and eventually abandon a
well currently under ownership. In order to setup a provision, management had to also determine their
best estimate of what the most appropriate pre-tax discount rate would be; one that reflects current
market assessments of the time value of money and the risks specific to the abandonment costs.

(ii) Critical accounting judgments

Information about critical judgments in applying accounting policies that have the most significant effect on the
amounts recognized in the consolidated financial statements are, but are not limited to, the following:

Determination of functional currency

In accordance with IAS 21, The Effects of Changes in Foreign Exchange Rates, management has
determined that the functional currency of the Company is the Canadian dollar.

Evaluation of going concern

The preparation of the financial statements requires management to make judgments regarding the going
concern of the Company as previously discussed in Note 1.
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MONARCH ENERGY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2013 
(Expressed in Canadian dollars)

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting polices set out below have been applied consistently to all periods presented in these financial
statements.

Exploration and Evaluation Assets 

Pre-exploration costs are expensed as incurred. Costs to acquire exploration and evaluation assets are capitalized
as incurred. Costs related to the exploration and evaluation of mineral rights are capitalized as incurred. The
Company considers mineral rights to be tangible assets and accordingly, the Company capitalizes certain costs
related to the acquisition of mineral rights.

Any option payments received by the Company from third parties or tax credits refunded to the Company are
credited to the capitalized cost of the exploration and evaluation assets. If payments received exceed the
capitalized cost of the exploration and evaluation asset, the excess is recognized as income in the year received.
The amounts shown for exploration and evaluation assets do not necessarily represent present or future values.
Their recoverability is dependent upon the discovery of economically recoverable reserves, the ability of the
Company to obtain the necessary financing to complete the development, and future profitable production or
proceeds from the disposition thereof.

The Company has written off all of its exploration and evaluation assets and is not currently pursing any
exploration and evaluation projects.

Impairment

At each financial position reporting date the carrying amounts of the Company’s long-lived assets are reviewed
to determine whether there is any indication that those assets are impaired. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment, if any. The
recoverable amount is the higher of fair value less costs to sell and value in use, which is the present value of
future cash flows expected to be derived from the asset. If the recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount and the
impairment loss is recognized in the profit or loss for the period.

For the purposes of impairment testing, exploration and evaluation assets are allocated to cash-generating units
to which the exploration activity relates. For an asset that does not generate largely independent cash inflows,
the recoverable amount is determined for the cash-generating unit to which the asset belongs. Where an
impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased to
the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognized for the asset (or
cash-generating unit) in prior years. A reversal of an impairment loss is recognized immediately in profit or loss.

Property and Equipment

Equipment is carried at cost, less accumulated depreciation and accumulated impairment losses.

The cost of an item of equipment consists of the purchase price, any costs directly attributable to bringing the
asset to the location and condition necessary for its intended use and an initial estimate of the costs of
dismantling and removing the item and restoring the site on which it is located. Depreciation is provided at
rates calculated to write off the cost of equipment, less its estimated residual value, using the declining balance
method at the following rates per annum:

Computer equipment  45%

Office equipment 20%
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MONARCH ENERGY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2013 
(Expressed in Canadian dollars)

Share-based Payment

The Company accounts for share-based payment using the fair value method. Under this method,
compensation expense is measured at fair value on the date of grant using the Black-Scholes option pricing
model, and is recognized as an expense or capitalized, depending on the nature of the grant, with a
corresponding increase in equity, over the period that the employees earn the options. The amount recognized
as an expense is adjusted to reflect the number of share options expected to vest. The Black-Scholes option
pricing model requires the input of subjective assumptions, including the expected term of the option and stock
price volatility.

For transactions with employees and others providing similar services, the Company measures the fair value of
the services received by reference to the fair value of the equity instruments granted. For transactions with
parties other than employees, the Company measures the goods or services received, and the corresponding
increase in equity, directly, at the fair value of the goods or services received, unless that fair value cannot be
estimated reliably. When the Company cannot estimate reliably the fair value of the goods or services received,
it measures their value, and the corresponding increase in equity, indirectly, by reference to the fair value of the
equity instruments granted.

Foreign Currency Translation

The Company's functional and presentation currency is the Canadian dollar.  Foreign currency transactions are
initially recorded in the functional currency at the transaction date exchange rate. At closing date, monetary
assets and liabilities denominated in a foreign currency are translated into the functional currency at the closing
date exchange rate, and non-monetary assets and liabilities at the historical rates.  Exchange differences arising
on the settlement of monetary items or on translating monetary items at rates different from those at which they
were translated on initial recognition during the period or in previous financial statements are recognized in
profit or loss.

Financial Instruments

All financial instruments are initially recognized at fair value on the statement of financial position. The
Company has classified each financial instrument into one of the following categories: (1) financial assets or
liabilities at fair value through profit or loss (“FVTPL”), (2) loans and receivables, (3) financial assets available-
for-sale, (4) financial assets held-to maturity, and (5) other financial liabilities. Subsequent measurement of
financial instruments is based on their classification. 

Financial assets and liabilities at FVTPL are subsequently measured at fair value with changes in those fair
values recognized in net earnings. Financial assets “available-for-sale” are subsequently measured at fair value
with changes in fair value recognized in other comprehensive income (loss), net of tax. 

Financial assets “held-to-maturity”, “loans and receivables”, and “other financial liabilities” are subsequently
measured at amortized cost using the effective interest method. The Company’s financial assets and liabilities
are recorded and measured as follows:

Asset or Liability Category Measurement

Cash and cash equivalents FVTPL Fair value

Due from related party Loans and receivables Amortized cost

Reclamation bonds Held to maturity Amortized cost

Accounts payable and accrued liabilities Other liabilities Amortized cost

Due to related parties Other liabilities Amortized cost
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MONARCH ENERGY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2013 
(Expressed in Canadian dollars)

The Company classifies the fair value of financial instruments according to the following hierarchy based on the
amount of observable inputs used to value the instrument.

Level 1 – Quoted prices are available in active markets for identical assets or liabilities as of the reporting date.
Active markets are those in which transactions occur in sufficient frequency and volume to provide pricing
information on an ongoing basis.

Level 2 – Pricing inputs are other than quoted prices in active markets included in Level 1.  Prices in Level 2 are
either directly or indirectly observable as of the reporting date. Level 2 valuations are based on inputs, including
quoted forward prices for commodities, time value and volatility factors, which can be substantially observed or
corroborated in the marketplace.

Level 3 – Valuations in this level are those with inputs for the asset or liability that are not based on observable
market data.

Cash and cash equivalents are measured at fair value using Level 1 inputs.

Revenue Recognition

Interest revenue is recognized when it is probable that the economic benefits will flow to the Company and the
amount of revenue can be measured reliably. Interest revenue is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s net carrying amount
on initial recognition.

Revenue from oil and gas operations is recognized when oil and natural gas are shipped, title passes and
collection of the sale is reasonably assured.

Cash and Cash Equivalents

Cash and cash equivalents consists of highly liquid investments that are readily convertible to known amounts
of cash subject to significant risk of changes in value.  As at September 30, 2013 and September 30, 2012, the
Company has no cash equivalents on hand.

Petroleum and Natural Gas Properties

All costs directly associated with the development of oil and natural gas reserves are capitalized on an area-by-
area basis. Development costs include expenditures for areas where technical feasibility and commercial viability
has been determined. These costs include proved property acquisitions, development drilling, completion,
gathering and infrastructure costs and transfers of exploration and evaluation assets. 

Costs accumulated within each area are depleted using the unit-of-production method based on proved plus
probable reserves using estimated future prices and costs. Costs subject to depletion include estimated future
costs to be incurred in developing proved and probable reserves.

For divestitures of properties, a gain or loss is recognized in net earnings. Exchanges of properties are measured
at fair value, unless the transaction lacks commercial substance or fair value cannot be reliably measured. Where
the exchange is measured at fair value, a gain or loss is recognized in net earnings.  

Income Taxes

Income tax on profit or loss for the year comprises of current and deferred tax. Current tax is the expected tax
paid or payable on the taxable income for the year, using tax rates enacted or substantively enacted at the
reporting date, and any adjustment to tax paid or payable in respect of previous years. 

Deferred tax is recorded 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.
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MONARCH ENERGY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2013 
(Expressed in Canadian dollars)

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilized. Deferred tax assets are reduced to the extent that it is no longer
probable that the related tax benefit will be realized. The effect on deferred income tax assets and liabilities of a
change in income tax rates is recognized in the period that includes the date of the enactment or substantive
enactment of the change. Deferred tax assets and liabilities are presented separately except where there is a right
of set-off within fiscal jurisdictions.

Basic and Diluted Income (Loss) per Share

Basic income (loss) per share has been calculated using the weighted average number of common shares
outstanding during the year.  

Diluted income (loss) per share has been calculated using the weighted average number of common shares that
would have been outstanding during the respective period had all of the stock options and warrants outstanding
at year end having a dilutive effect been converted into shares at the beginning of the year and the proceeds
used to repurchase the Company's common shares at the average market price for the year. If these
computations prove to be anti-dilutive, diluted income (loss) per share is the same as basic income (loss) per
share.  

Comprehensive Income (Loss)

Comprehensive income (loss) consists of net income (loss) and other comprehensive income (loss) and
represents the change in shareholders’ equity which results from transactions and events from sources other
than the Company’s shareholders. For the years presented, comprehensive income (loss) is the same as net
income (loss).

Recent Accounting Pronouncements

The Company is currently evaluating the impact on its financial statements of recent accounting
pronouncements, as follows:

IFRS 9 Financial Instruments

IFRS 9, Financial Instruments was issued by the IASB and will replace IAS 39, Financial Instruments:
Recognition and Measurement. IFRS 9 retains but simplifies the mixed measurement model and establishes two
primary measurement categories for financial assets: amortized cost and fair value through profit or loss. IFRS 9
also replaces the models for measuring equity instruments. Such instruments are either recognized at fair value
through profit or loss or at fair value through other comprehensive income (loss). IFRS 9 is effective for annual
periods beginning on or after January 1, 2015.

IFRS 10 Consolidated Financial Statements

IFRS 10, Consolidated Financial Statements was issued by the IASB to replace IAS 27, Consolidated and
Separate Financial Statement and SIC-12, Consolidation - Special Purpose Entities. IFRS 10 requires an entity
to consolidate an investee when it has power over the investee, is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect those returns through its power over the
investee. Under existing IFRS, consolidation is required when an entity has the power to govern the financial
and operating policies of an entity so as to obtain benefits from its activities. IFRS 10 is effective for annual
periods beginning on or after January 1, 2013.
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MONARCH ENERGY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2013 
(Expressed in Canadian dollars)

1IFRS 11 Joint Arrangements

IFRS 11, Joint Arrangements supersedes IAS 31, Interests in Joint Ventures, and SIC-13, Jointly Controlled
Entities - Non-monetary Contributions by joint venture partners. IFRS 11 requires a joint venture partner to
classify its interest in a joint arrangement as a joint venture or joint operation. Joint ventures will be accounted
for using the equity method of accounting whereas for a joint operation the joint venture partners will recognize
its share of the assets, liabilities, revenue and expenses of the joint operation. Under existing IFRS, entities have
the choice to proportionately consolidate or equity account for interests in joint ventures. IFRS 11 is effective
for annual periods beginning on or after January 1, 2013.

IFRS 12 Disclosures of Interests in Other Entities

IFRS 12 Disclosures of Interests in Other Entities was issued by the IASB to create a comprehensive disclosure
standard to address the requirements for subsidiaries, joint arrangements and associates including the reporting
entity’s involvement with other entities. It also includes the requirements for unconsolidated structured entities.
IFRS 12 is effective for annual periods beginning on or after January 1, 2013.

IFRS 13 Fair Value Measurement

IFRS 13, Fair Value Measurement is a comprehensive standard for fair value measurement and disclosure
requirements for use across all IFRS standards. The new standard clarifies that fair value is the price that would
be received to sell an asset, or paid to transfer a liability in an orderly transaction between market participants, at
the measurement date. It also establishes disclosures about fair value measurement. Under existing IFRS,
guidance on measuring and disclosing fair value is dispersed among the specific standards requiring fair value
measurements and does not always reflect a clear measurement basis or consistent disclosures. IFRS 13 is
effective for annual periods beginning on or after January 1, 2013.

4. PROPERTY AND EQUIPMENT

Computer equipment Office equipment Total
Cost
Balance, October 1 , 2011 $ 5,264 $ 2,679 $ 7,943
Balance, September 30, 2012 $ 5,264 $ 2,679 $ 7,943
Balance, September 30, 2013 $ 5,264 $ 2,679 $ 7,943

Accumulated Depreciation
Balance, October 1, 2011 $ 4,833 $ 1,710 $ 6,543
Depreciation for the year 194 194 388
Balance, September 30, 2012 $ 5,027 $ 1,904 $ 6,931
Depreciation for the year 107 155 262
Balance, September 30, 2013 $ 5,134 $ 2,059 $ 7,193

Carrying Amounts
As at October 1, 2011 $ 431 $ 969 $ 1,400
As at September 30, 2012 $ 237 $ 775 $ 1,012
As at September 30, 2013 $ 130 $ 620 $ 750
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MONARCH ENERGY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2013 
(Expressed in Canadian dollars)

5. EXPLORATION AND EVALUATION ASSETS

The Company held an option agreement to earn up to 70% in a Property.  However the Company had decided
to let those claims lapse in 2012 as it was their decision not to further pursue the property and as a result, all
costs associated with the property were written off to operations in fiscal 2012.

6. PETROLEUM AND NATURAL GAS PROPERTIES
  

       Virginia Hills 
Balance, October 1, 2010 $ -
Acquisition Costs -
Additions:

Geological, geophysical and land 268,985
Retirement provision 37,352
Depletion (306,337)
Total Additions -

Balance, September 30, 2011, 2012 and 2013 $ -

During the year ended September 30, 2012, the Company sold, to an arms length purchaser, the Virginia Hills
property asset in Alberta for the sum of $550,000. This asset was depleted to $Nil in a previous year. As a result
the entire proceeds of $550,000 has been recorded as a gain on sale of the asset.  Of this amount, $500,219 was
recorded in cash, the remaining $49,781 was offset against a payable due from the Company.  In March 2013,
the Company received additional $3,114 as a result of payable adjustment.

7. RECLAMATION BONDS

The Company holds reclamation bonds with the Alberta Energy Regulator as required by section 1.100(2) of
the Oil and Gas Conservation Regulations and Directive 006: License Liability Rating Program and License
Transfer Process.  The reclamation bonds are held for the purposes of the future well abandonment (note 8).

8. ASSET RETIREMENT OBLIGATION

During 2013, the Company set up a provision to close and abandon a well using a discount rate of 5%. The
Company expects to abandon the well in 10 years.  The provision is capitalized as an asset retirement obligation
in the statement of financial position.

9. CAPITAL STOCK

(a) Common shares

Authorized

The authorized capital stock of the Company consists of an unlimited number of common shares.

No shares were issued during the year ended September 30, 2013.

(b) Stock option plan and share-based compensation

The Company has a stock option plan under which it is authorized to grant options to directors, employees and
consultants enabling them to acquire up to 10% of the issued and outstanding common shares of the Company.
Under the plan, the exercise price of each option equals the market price, minimum price, or a discounted price
of the Company's shares as calculated on the date of grant.  The options can be granted for a maximum term of
5 years.  Options issued to consultants vest at 25% every three months.  Options to directors and employees
fully vest immediately upon granting but the common shares on exercise are subject to a four month hold
period from the date of exercise.
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MONARCH ENERGY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2013 
(Expressed in Canadian dollars)

Compensation costs have been determined based on the fair value of the options at the grant date using the
Black-Scholes option-pricing model.  Compensation expense of $Nil was recorded in the statement of
operations and comprehensive income (loss) during the year ended September 30, 2013 (2012 - $Nil).

The following table summarizes information concerning the Company's stock options outstanding as at
September 30, 2013:

Number of
Options

Weighted
Average

Exercise Price
Outstanding and exercisable - September 30, 2011,  September
30, 2012 and September 30, 2013 5,300,000 $ 0.10

No stock options were granted during the year ended September 30, 2013.

The following common share purchase options are outstanding at September 30, 2013:

Date of Grant

Number of options
outstanding and

exercisable
Exercise

Price

Weighted Average
remaining life

(years) Expiry Date

February 1, 2011 5,300,000 $ 0.10 2.34 February 1, 2016

5,300,000

(c) Warrants

The Company had no outstanding share purchase warrants as at September 30, 2013.

10. RELATED PARTY TRANSACTIONS

Related parties and related party transactions impacting the accompanying financial statements are summarized
below and include transactions with the following individuals or entities:

Key management personnel:

Key management personnel include those persons having authority and responsibility for planning, directing
and controlling the activities of the Company as a whole. The Company has determined that key management
personnel consist of executive and non-executive members of the Company’s Board of Directors and corporate
officers.

Remuneration attributed to key management personnel can be summarized as follows:

September 30,
2013

September 30,
2012

Short-term benefits* $ 111,000 $ 124,000

*includes base salaries pursuant to contractual employment, or consultancy arrangements. These have been
recorded in consulting fees and management fees.

There were no transactions with other related parties during the year ended September 30, 2013. 

As at September 30, 2013, amounts due to related parties consist of  $119,964 (September 31, 2012 - $14,675)
to companies controlled by officers and directors of the Company.
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MONARCH ENERGY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2013 
(Expressed in Canadian dollars)

11. INCOME TAXES

A reconciliation of current income taxes at statutory rates with the reported taxes is as follows:

September 30,
2013

September 30,
2012

Net Income (loss) before income taxes $ (174,229) $ 108,078

Combined Canadian federal and provincial statutory rate 25.4% 25.4%

Expected income tax (recovery) at statutory tax rates $ (44,600) $ 27,000
Adjustment to prior years provision versus statutory tax returns,
expiry of non-capital loss, and other - 36,000
Change in unrecognized deductible temporary differences 44,600 (63,000)

Total deferred tax recovery - -

Significant components of deductible and taxable temporary differences, unused tax losses and unused tax
credits that have not been included on the statement of financial position are as follows:

2013 Expiry dates 2012 Expiry dates 2011 Expiry dates

Exploration &
evaluation assets $ 3,243,000 No expiry $ 3,243,000 No expiry $ 999,000 No expiry

Property & equipment 4,000 No expiry 4,000 No expiry 136,000 No expiry

Share issue costs 4,000 2033-2036 7,000 2032-2035 367,000 2031-2033

Retirement obligation 29,000 No expiry 62,000 No expiry - No expiry

Allowable capital
losses 5,193,000 No expiry 5,193,000 No expiry 30,000 No expiry

Non-capital losses
available for future
periods 5,954,000 2016-2033 5,809,000 2016-2031 3,386,000 2016-2030

12. FINANCIAL RISK FACTORS

The Company manages its exposure to a number of different financial risks arising from its operations as well
as its use of financial instruments including market risks (commodity prices,  foreign currency exchange rate and
interest rate), credit risk and liquidity risk through its risk management strategy.  The objective of the strategy is
to support the delivery of the Company's financial targets while protecting its future financial security and
flexibility.

Financial risks are primarily managed and monitored through operating and financing activities and, if required,
through the use of derivative financial instruments. The financial risks are evaluated regularly with due
consideration to changes in the key economic indicators and up-to-date market information.

The Company’s financial instruments consist of cash and cash equivalents, due from related party, reclamation
bonds, accounts payable and accrued liabilities, and amounts due to related parties. The fair value of the
Company’s receivables, due from related party,  accounts payable and accrued liabilities, and amounts due to
related parties approximate their carrying value, due to their short-term maturities or ability of prompt
liquidation.  The Company’s cash and cash equivalents are recorded at fair value, under the fair value hierarchy,
based on level one quoted prices in active markets for identical assets or liabilities. The Company’s other
financial instrument, being reclamation bonds, are measured at amortized cost.
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(Expressed in Canadian dollars)

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

Market Risk

Market risk is the risk or uncertainty arising from possible market price movements and their impact on the
future performance of the business. These market risks are evaluated by monitoring changes in key economic
indicators and market information on an on-going basis.

a) Interest Rate Risk

The Company has cash balances, and is not at a significant risk to fluctuating interest rates. 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. As of September 30, 2013 , the Company did not have any investments in investment-grade short-
term deposit certificates.

b) Commodity Price Risk

The Company is subject to price risk from fluctuations in market prices of gold, copper and other metals. Gold,
copper and other metal prices historically have fluctuated widely and are affected by numerous factors outside
of the Company's control.

c) Foreign currency risk

As at September 30, 2013, the Company’s expenditures are predominantly in Canadian dollars, and any future
equity raised is expected to be predominantly in Canadian dollars.  During the year ended September 30, 2011,
the Company sold its subsidiaries in the United Kingdom.  As a result, the Company does not believe it has
significant foreign currency risk.

Liquidity Risk

Liquidity risk encompasses the risk that a company cannot meet its financial obligations in full. The Company's
main sources of liquidity is derived from its common stock issuances.  These fund are primarily used to finance
working capital, operating expenses, capital expenditures, and acquisitions.

The Company manages its liquidity risk by regularly monitoring its cash flows from operating activities and
holding adequate amounts of cash and cash equivalents.  

As at September 30, 2013, the Company held cash of $9,574 to settle current liabilities of $172,840. The
Company expects to fund these liabilities through the issuance of capital stock over the coming year.

Credit Risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss. Financial instruments that potentially subject the Company to credit risk
consist of cash and cash equivalents. The Company has reduced its credit risk by investing its cash equivalents
with a Canadian chartered bank.
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13. CAPITAL MANAGEMENT

The Company defines capital management in the manner it manages its capital stock. As at September 30, 2013
the Company’s capital stock was $19,466,341.

There were no changes in the Company's approach to capital management during the year ended September 30,
2013 and the Company is not subject to any externally imposed capital requirements.

The Company's objectives when managing capital are:

a) To safeguard  the Company’s financial capacity and liquidity for future earnings in order to continue to
provide an appropriate return to shareholders and other  stakeholders;

b)  To maintain a flexible capital structure which optimizes the cost of capital at an acceptable risk; and

c)  To enable the Company to maximize growth by meeting its capital expenditure budget, to expand its budget
to accelerate projects, and to take advantage of acquisition opportunities.

The Company's capital structure includes components of shareholders’ equity.

The Company regularly monitors and reviews the amount of capital in proportion to risk and future
development and exploration opportunities. The Company manages the capital structure and makes
adjustments to it in the 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 issue new debt or equity or similar
instruments, reduce debt levels from, or make adjustments to, its capital expenditure program.

14. BASIC AND DILUTED LOSS PER SHARE

Basic loss per share has been calculated by dividing the net loss per the financial statements by the weighted
average number of shares outstanding during the year. The fully diluted loss per share would be calculated using
a common share balance increased by the number of common shares that could be issued on the exercise of
outstanding warrants and options of the Company. As the Company is in a loss position for the year ended
September 30, 2013 and 2012, this would be anti-dilutive.

15. SUBSEQUENT EVENTS

On December 20, 2013, the Company has entered into a share exchange agreement with ChroMedX Ltd..
("ChroMedX") and ChroMedX Inc. pursuant to which the Company has agreed to acquire from the
ChroMedX shareholders all of the issued and outstanding shares of ChroMedX in exchange for an equal
number of common shares in the capital of the Company. It is expected, and as a condition of completion of
the acquisition, that ChroMedX will be the registered holder of certain patents and patents pending in the
biomedical technology field currently held by ChroMedX Inc..

ChroMedX is a private company incorporated pursuant to the laws of Ontario. Concurrent with or prior to
completion of the acquisition, the Company will consolidate its common shares on a 10:1 basis as previously
approved by the Company shareholders at the annual general and special meeting held on July 18, 2013, such
that following completion of the acquisition the Company will have issued a maximum of up to 28.5 million
common shares in the capital of the Company to ChroMedX shareholders for all of the issued and outstanding
common shares of ChroMedX. This will result in former ChroMedX shareholders holding approximately
73.37% of the issued and outstanding common shares of the Company and, accordingly, ChroMedX becoming
a wholly owned subsidiary of the Company following completion of the acquisition.
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In connection with and as a condition of completion of the acquisition, the Company will seek to obtain a
listing of its common shares on the Canadian National Stock Exchange ("CNSX") and concurrently apply for a
delisting of its common shares from the facilities of the TSX Venture Exchange ("TSX-V"). It is expected that
the Company will delist from the TSX-V concurrent with the listing on the CNSX so that there is no gap in a
trading market for the common shares. The Company has requested the TSX-V to halt the trading of its
common shares in anticipation of the Company obtaining approval from the CNSX with respect to the listing
on the CNSX.

In order to satisfy certain conditions of the acquisition, among other things, ChroMedX will be required to
complete a private placement financing totalling a minimum of $600,000 and a maximum of $1.2 million
through the issuance of 12 million units of ChroMedX at a price of $0.10 per unit. Each unit will consist of the
following: one ChroMedX common share; one-half common share purchase warrant, each whole warrant
entitling the holder to acquire one ChroMedX common share at an exercise price of $0.15 for a period of 12
months following issuance of the warrant; and one-half common share purchase warrant, each whole warrant
entitling the holder to acquire one ChroMedX common share at an exercise price of $0.25 for a period of 18
months following issuance of the warrant. The ChroMedX common shares, and any common shares to be
issued on exercise of the warrants, will be subject to a four month hold period commencing from the date of
issuance. The completion of the acquisition is conditional upon, among other things, the receipt of all necessary
TSX-V, CNSX and shareholder approvals, the private placement being completed, and satisfaction of
customary due diligence investigations of the Company and ChroMedX. In addition, it is anticipated that all
outstanding stock options of the Company will be cancelled prior to completion of the acquisition.
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INDEPENDENT AUDITORS' REPORT 
 
 
 
To the Shareholders of 
Monarch Energy Limited 
 
 
We have audited the accompanying consolidated financial statements of Monarch Energy Limited, which comprise the 
consolidated statements of financial position as at September 30, 2012, September 30, 2011 and October 1, 2010, and the 
consolidated statements of operations and comprehensive income (loss), changes in shareholders’ equity (deficiency) and 
cash flows for the years ended September 30, 2012 and 2011, and a summary of significant accounting policies and other 
explanatory information. 
 
Management’s Responsibility for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance 
with International Financial Reporting Standards, and for such internal control as management determines is necessary to 
enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditors’ Responsibility  
 
Our responsibility is to express an opinion on these consolidated financial statements based on our audits.  We conducted our 
audits in accordance with Canadian generally accepted auditing standards.  Those standards require that we comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated 
financial statements.  The procedures selected depend on the auditors’ judgment, including the assessment of the risks of 
material misstatement of the consolidated financial statements, whether due to fraud or error.  In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control.  An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the consolidated financial statements. 
 
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 
opinion. 
  



 
Opinion 
 
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of 
Monarch Energy Limited as at September 30, 2012, September 31, 2011 and October 1, 2010 and its financial performance 
and its cash flows for the years ended September 30, 2012 and 2011, in accordance with International Financial Reporting 
Standards. 
 
Emphasis of Matter 
 
Without qualifying our opinion, we draw attention to Note 1 in the consolidated financial statements which describes 
conditions and matters that indicate the existence of a material uncertainty that may cast significant doubt about Monarch 
Energy Limited’s ability to continue as a going concern. 
 
 
 

“DAVIDSON & COMPANY LLP” 
 
Vancouver, Canada  Chartered Accountants 
  
January 28, 2013  
 
 



MONARCH ENERGY LIMITED
 CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS AT 
(Expressed in Canadian dollars)

September 30, September 30, October 1,

2012 2011 (Note 16) 2010 (Note 16)

ASSETS

Current

Cash and cash equivalents $ 27,601 $ 11,947 $ 428,926

Amounts receivable 20,240 15,610 11,310

Due from related party (Note 9) 28,747 - -

Prepaid expenses and deposit - 5,470 10,000

76,588 33,027 450,236

Property and equipment (Note 4) 1,012 1,400 1,997

Exploration and evaluation assets (Note 5) - 367,000 -

Reclamation bonds 28,402 27,634 27,634

$ 106,002 $ 429,061 $ 479,867

LIABILITIES

Current
Accounts payable and accrued liabilities $ 37,405 $ 376,745 $ 1,592,369

Due to related parties (Notes 9) 14,675 44,803 103,008

52,080 421,548 1,695,377

Future reclamation provision (Note 7) - 61,669 57,932

52,080 483,217 1,753,309

SHAREHOLDERS' EQUITY (DEFICIENCY)

Capital stock (Note 8) 19,466,341 19,466,341 15,943,341

Contributed surplus 1,636,009 1,636,009 1,271,009

Deficit (21,048,428) (21,156,506) (18,487,792)

53,922 (54,156) (1,273,442)

$ 106,002 $ 429,061 $ 479,867

NATURE OPERATIONS AND GOING CONCERN, (Note 1)

Approved on behalf of the board:

       "George Langdon"       President and Director

       "Michael Turko"       Director

The accompanying notes are an integral part of these consolidated financial statements.
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MONARCH ENERGY LIMITED
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)  
FOR THE YEARS ENDED SEPTEMBER 30, 
(Expressed in Canadian dollars)

2012 2011

(Note16)

Revenue
Petroleum and natural gas sales $ 190,117 $ 133,650

Direct costs
Transportation costs - 2,199

Royalties 34,891 21,698

Production expenses 123,351 114,992

Depletion - 147,909

158,242 286,798

31,875 (153,148)

Expenses

Consulting fees (Note 9) 86,863 78,354

Depreciation 388 597

Foreign exchange loss 4 20,254

Interest (Note 7) - 3,737

Management fees  (Note 9) 42,000 28,000

Office, general and administrative 43,152 48,316

Professional fees 48,443 123,506

Share- based compensation (Note 8) - 365,000

Transfer agent and filing fees 17,938 39,855

Loss from operations (238,788) (707,619)

Reversal of future reclamation provision (Note 7) 61,669 -

Recovery of expenses 72,836 -

Interest income 768 92

Write-off of exploration and evaluation assets (Note 5) (370,282) (3,179,429)

Gain on sale of asset (Note 6) 550,000 -

Gain on settlement of debt (Note 9) - 21,897

Gain on sale of subsidiaries (Note 15) - 1,349,493

 314,991 (1,807,947)

Net comprehensive income (loss) for the year $ 108,078 $ (2,668,714)

Income (loss) per share

Basic and fully diluted 0.00 (0.04)

Weighted average number of common shares outstanding, basic and diluted 101,851,860 71,952,743

The accompanying notes are an integral part of these consolidated financial statements.
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MONARCH ENERGY LIMITED
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY (DEFICIENCY)
FOR THE YEARS ENDED SEPTEMBER 30, 2012 and 2011
(Expressed in Canadian dollars)

Share capital
Number of

shares Amount
Contributed

Surplus Deficit Total
Balance, October 1, 2010 53,226,852 $ 15,943,341 $ 1,271,009 $ (18,487,792) $ (1,273,442)

Shares issued for exploration and

evaluation asset 48,625,008 3,523,000 - - 3,523,000

Share based compensation - - 365,000 - 365,000

Net loss for the year - - - (2,668,714) (2,668,714)

Balance, September 30, 2011 101,851,860 $ 19,466,341 $ 1,636,009 $ (21,156,506) $ (54,156)

-

Net income for the year - - - 108,078 108,078

Balance, September 30, 2012 101,851,860 $ 19,466,341 $ 1,636,009 $ (21,048,428) $ 53,922

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

5.



MONARCH ENERGY LIMITED
CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED SEPTEMBER 30,
(Expressed in Canadian dollars)

2012 2011

(Note16)

Cash flows from operating activities

Net income (loss) for the year $ 108,078 $ (2,668,714)

Adjustments not effecting cash:

Interest on future reclamation provision - 3,737

Depletion - 147,909

Depreciation 388 597

Recovery of expenses (72,836) -

Share based compensation - 365,000

Gain on forgiveness of debt - (21,897)

Gain on disposal of subsidiaries - (1,349,493)

Write-off of exploration and evaluation assets 370,282 3,179,429

Gain on sale of assets (550,000) -

Recovery of future reclamation provision (61,669) -

Interest income (768) -

Changes in non-cash operation working capital

Amounts receivable (4,630) (4,300)

Prepaid expenses 5,470 4,530

Accounts payable and accrued liabilities (122,519) (36,308)

Due to and from related parties 22,675 (10,116)

Cash flows used in operating activities (305,529) (389,626)

Cash flows from investing activities
Additions to exploration and evaluation asset (97,486) (23,429)

Additions to oil & gas properties - (3,925)

Proceeds from sale of subsidiaries - 1

Disposal of oil & gas properties 500,219 -

Amounts loaned to related party (128,000) -

Repayment of loan from related party 46,450 -

Cash flows provided by (used in) investing activities 321,183 (27,353)

Net increase (decrease) in cash and cash equivalents 15,654 (416,979)

Cash and cash equivalents, beginning of year 11,947 428,926

Cash and cash equivalents, end of year $ 27,601 $ 11,947

Supplementary information:

Income taxes paid $ - $ -

Interest paid $ - $ -

SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS, (Note 10) 

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

6.



MONARCH ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2012 

(Expressed in Canadian dollars)

1. NATURE OF OPERATIONS AND GOING CONCERN

Monarch Energy Limited (the "Company") was incorporated in British Columbia and is engaged in the

exploration and evaluation of mineral properties.  The principal business address of the Company is 65 Queen

Street West, Toronto, Ontario, M5H 2M5.

The Company is in the process of exploring its exploration and evaluation assets, and has yet to determine

whether its properties contain reserves that are economically recoverable.  The recoverability of amounts shown

for exploration and evaluation assets is dependent upon the discovery of economically recoverable reserves, the

ability of the Company to obtain the necessary financing to complete exploration and evaluation of its

properties, confirmation of the Company’s interest in the underlying permits and licenses, and future profitable

production or proceeds from the disposition of the Company’s properties.

The current market conditions and volatility increase the uncertainty of the Company’s ability to continue as a

going concern given the need to both curtail expenditures and to raise additional funds. The Company is

experiencing, and has experienced, negative operating cash flows. The Company will continue to search for new

or alternate sources of financing but anticipates that the current market conditions may impact the ability to

source such funds.  These material uncertainties may cast significant doubt on the Company's ability to continue

as a going concern.

There can be no assurance that the Company will be able to continue to raise funds in which case the Company

may be unable to meet its obligations. Should the Company be unable to realize on its assets and discharge its

liabilities in the normal course of business, the net realizable value of its assets may be materially less than the

amounts recorded on the consolidated statement of financial position.

2. BASIS OF PRESENTATION

Statement of Compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting

Standards("IFRS") as issued by the International Accounting Standards Board ("IASB") and adopted by the

Company at October 1, 2010.  The Company's transition date is September 30, 2010.

A summary of the Company's significant accounting policies under IFRS is presented in Note 3. These policies

have been applied retrospectively and consistently except where specific exemptions permitted an alternative

treatment upon transition to IFRS in accordance with IFRS 1. Previously, the Company prepared its annual

consolidated financial statements in accordance with Canadian generally accepted accounting principles

("Canadian GAAP"). These consolidated financial statements should be read in conjunction with the Company's

annual financial statements for the year ended September 30, 2011, prepared in accordance with Canadian

GAAP. The impact of the transition from Canadian GAAP to IFRS is explained in Note 16. 

The financial statements of the Company for the year ended September 30, 2012 were reviewed by the Audit

Committee and approved and authorized for issue by the Board of Directors on January 28, 2013 

Principles of Consolidation

These consolidated financial statements included the accounts of the Company and its wholly owned

subsidiaries, Monoil Limited and Monoil UK Limited until January 6, 2011,  when the Company sold these

subsidiaries.

Basis of Measurement

These consolidated financial statements have been prepared on the historical cost basis except for certain

financial instruments which are measured at fair value.  In addition, these consolidated financial statements have

been prepared using the accrual basis of accounting, except for cash flow information.

7.



MONARCH ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2012 

(Expressed in Canadian dollars)

Functional and Presentation Currency

The consolidated financial statements are presented in Canadian dollars, which is also the Company's functional

currency.

Use of Estimates and Judgement

The preparation of these consolidated financial statements in conformity with IFRS requires that management

make estimates and assumptions about future events that affect the amounts reported in the consolidated

financial statements and related notes to the consolidated financial statements. Actual results may differ from

those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are

recognized in the period in which the estimates are revised and in any future periods affected.

(i) Critical accounting estimates

Critical accounting estimates are estimates and assumptions made by management that may result in a material

adjustment to the carrying amount of assets and liabilities within the next financial year and are, but are not

limited to, the following:

Share-based compensation

The fair value of stock options issued are subject to the limitation of the Black-Scholes option pricing

model that incorporates market data and involves uncertainty in estimates used by management in the

assumptions.  Because the Black-Scholes option pricing model requires the input of highly subjective

assumptions, including the volatility of share prices, changes in subjective input assumptions can

materially affect the fair value estimate.

Recovery of deferred tax assets

Judgment is required in determining whether deferred tax assets are recognized in the statement of

financial position.  Deferred tax assets, including those arising from unutilized tax losses, require

management to assess the likelihood that the Company will generate taxable earnings in future periods, in

order to utilize recognized deferred tax assets.  Estimates of future taxable income are based on forecast

cash flows from operations and the application of existing tax laws in each jurisdiction.  To the extent that

future cash flows and taxable income differ significantly from estimates, the ability of the Company to

realize the net deferred tax assets recorded at the date of the statement of financial position could be

impacted.

Additionally, future changes in tax laws in the jurisdictions in which the Company operates could limit the

ability of the Company to obtain tax deductions in future periods.

The Company has not recorded any deferred tax assets.

Recoverability of exploration and evaluation assets

The Company is in the process of exploring its exploration and evaluation assets and has not yet

determined whether the properties contain mineral reserves that are economically recoverable.  The

recoverability of the amounts shown for exploration and evaluation assets are dependent upon the

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

to complete the development of those reserves and upon future production or proceeds from the

disposition thereof.
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MONARCH ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2012 

(Expressed in Canadian dollars)

(ii) Critical accounting judgments

Information about critical judgments in applying accounting policies that have the most significant effect on the

amounts recognized in the consolidated financial statements are, but are not limited to, the following:

Determination of functional currency

In accordance with IAS 21, The Effects of Changes in Foreign Exchange Rates, management has

determined that the functional currency of the Company is the Canadian dollar.

Evaluation of going concern

The preparation of the consolidated financial statements requires management to make judgments

regarding the going concern of the Company as previously discussed in Note 1.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting polices set out below have been applied consistently to all periods presented in these

consolidated financial statements and in preparing the opening IFRS statements of financial position at October

1, 2010 for the purpose of transitioning to IFRS.

Exploration and Evaluation Assets 

Pre-exploration costs are expensed as incurred. Costs to acquire exploration and evaluation assets are capitalized

as incurred. Costs related to the exploration and evaluation of mineral rights are capitalized as incurred. The

Company considers mineral rights to be tangible assets and accordingly, the Company capitalizes certain costs

related to the acquisition of mineral rights.

Any option payments received by the Company from third parties or tax credits refunded to the Company are

credited to the capitalized cost of the exploration and evaluation assets. If payments received exceed the

capitalized cost of the exploration and evaluation asset, the excess is recognized as income in the year received.

The amounts shown for exploration and evaluation assets do not necessarily represent present or future values.

Their recoverability is dependent upon the discovery of economically recoverable reserves, the ability of the

Company to obtain the necessary financing to complete the development, and future profitable production or

proceeds from the disposition thereof.

Future Reclamation Provision

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

the retirement of reclamation of mineral interests (exploration and evaluation assets). The net present value of

future rehabilitation cost estimates is capitalized to the related assets along with a corresponding increase in the

reclamation provision in the period incurred. Discount rates using a pre-tax rate that reflect the time value of

money are used to calculate the net present value. 

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

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

recorded directly to the related assets with a corresponding entry to the reclamation provision. The Company’s

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

changes in estimates. 

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

charged to profit and loss for the period.     
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MONARCH ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2012 

(Expressed in Canadian dollars)

Impairment

At each financial position reporting date the carrying amounts of the Company’s long-lived assets are reviewed

to determine whether there is any indication that those assets are impaired. If any such indication exists, the

recoverable amount of the asset is estimated in order to determine the extent of the impairment, if any. The

recoverable amount is the higher of fair value less costs to sell and value in use, which is the present value of

future cash flows expected to be derived from the asset. If the recoverable amount of an asset is estimated to be

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

impairment loss is recognized in the profit or loss for the period.

For the purposes of impairment testing, exploration and evaluation assets are allocated to cash-generating units

to which the exploration activity relates. For an asset that does not generate largely independent cash inflows,

the recoverable amount is determined for the cash-generating unit to which the asset belongs. Where an

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

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

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

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

Property and Equipment

Equipment is carried at cost, less accumulated depreciation and accumulated impairment losses.

The cost of an item of equipment consists of the purchase price, any costs directly attributable to bringing the

asset to the location and condition necessary for its intended use and an initial estimate of the costs of

dismantling and removing the item and restoring the site on which it is located. Depreciation is provided at

rates calculated to write off the cost of equipment, less its estimated residual value, using the declining balance

method at the following rates per annum:

Computer equipment  45%

Office equipment 20%

Share-based Payment

The Company accounts for share-based payment using the fair value method. Under this method,

compensation expense is measured at fair value on the date of grant using the Black-Scholes option pricing

model, and is recognized as an expense or capitalized, depending on the nature of the grant, with a

corresponding increase in equity, over the period that the employees earn the options. The amount recognized

as an expense is adjusted to reflect the number of share options expected to vest. The Black-Scholes option

pricing model requires the input of subjective assumptions, including the expected term of the option and stock

price volatility.

Foreign Currency Translation

The Company's functional and presentation currency is the Canadian dollar.  Foreign currency transactions are

initially recorded in the functional currency at the transaction date exchange rate. At closing date, monetary

assets and liabilities denominated in a foreign currency are translated into the functional currency at the closing

date exchange rate, and non-monetary assets and liabilities at the historical rates.  Exchange differences arising

on the settlement of monetary items or on translating monetary items at rates different from those at which they

were translated on initial recognition during the period or in previous financial statements are recognized in

profit or loss.
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MONARCH ENERGY LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2012 

(Expressed in Canadian dollars)

Financial Instruments

All financial instruments are initially recognized at fair value on the statement of financial position. The

Company has classified each financial instrument into one of the following categories: (1) financial assets or

liabilities at fair value through profit or loss (“FVTPL”), (2) loans and receivables, (3) financial assets available-

for-sale, (4) financial assets held-to maturity, and (5) other financial liabilities. Subsequent measurement of

financial instruments is based on their classification. 

Financial assets and liabilities at FVTPL are subsequently measured at fair value with changes in those fair

values recognized in net earnings. Financial assets “available-for-sale” are subsequently measured at fair value

with changes in fair value recognized in other comprehensive income (loss), net of tax. 

Financial assets “held-to-maturity”, “loans and receivables”, and “other financial liabilities” are subsequently

measured at amortized cost using the effective interest method. The Company’s financial assets and liabilities

are recorded and measured as follows:

Asset or Liability Category Measurement

Cash and cash equivalents FVTPL Fair value

Amounts receivables Loans and receivables Amortized cost

Due from related party Loans and receivables Amortized cost

Reclamation bonds Held to maturity Amortized cost

Accounts payables and

accrued liabilities Other liabilities Amortized cost

Due to related parties Other liabilities Amortized cost

The Company classifies the fair value of financial instruments according to the following hierarchy based on the

amount of observable inputs used to value the instrument.

Level 1 – Quoted prices are available in active markets for identical assets or liabilities as of the reporting date.

Active markets are those in which transactions occur in sufficient frequency and volume to provide pricing

information on an ongoing basis.

Level 2 – Pricing inputs are other than quoted prices in active markets included in Level 1. Prices in Level 2 are

either directly or indirectly observable as of the reporting date. Level 2 valuations are based on inputs, including

quoted forward prices for commodities, time value and volatility factors, which can be substantially observed or

corroborated in the marketplace.

Level 3 – Valuations in this level are those with inputs for the asset or liability that are not based on observable

market data.

Cash and cash equivalents are measured at fair value using Level 1 inputs.

Revenue Recognition

Interest revenue is recognized when it is probable that the economic benefits will flow to the Company and the

amount of revenue can be measured reliably. Interest revenue is accrued on a time basis, by reference to the

principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts

estimated future cash receipts through the expected life of the financial asset to that asset’s net carrying amount

on initial recognition.

Revenue from oil and gas operations is recognized when oil and natural gas are shipped, title passes and

collection of the sale is reasonably assured.
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Cash and Cash Equivalents

Cash and cash equivalents consists of highly liquid investments that are readily convertible to known amounts

of cash subject to significant risk of changes in value.  As at September 30, 2012, September 30, 2011 and

October 1, 2010, the Company has no cash equivalents on hand.

Petroleum and Natural Gas Properties

All costs directly associated with the development of oil and natural gas reserves are capitalized on an area-by-

area basis. Development costs include expenditures for areas where technical feasibility and commercial viability

has been determined. These costs include proved property acquisitions, development drilling, completion,

gathering and infrastructure costs and transfers of exploration and evaluation assets. 

Costs accumulated within each area are depleted using the unit-of-production method based on proved plus

probable reserves using estimated future prices and costs. Costs subject to depletion include estimated future

costs to be incurred in developing proved and probable reserves.

For divestitures of properties, a gain or loss is recognized in net earnings. Exchanges of properties are measured

at fair value, unless the transaction lacks commercial substance or fair value cannot be reliably measured. Where

the exchange is measured at fair value, a gain or loss is recognized in net earnings.  

Income Taxes

Income tax on profit or loss for the year comprises of current and deferred tax. Current tax is the expected tax

paid or payable on the taxable income for the year, using tax rates enacted or substantively enacted at the

reporting date, and any adjustment to tax paid or payable in respect of previous years. 

Deferred tax is recorded 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.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be

available against which the asset can be utilized. Deferred tax assets are reduced to the extent that it is no longer

probable that the related tax benefit will be realized. The effect on deferred income tax assets and liabilities of a

change in income tax rates is recognized in the period that includes the date of the enactment or substantive

enactment of the change. Deferred tax assets and liabilities are presented separately except where there is a right

of set-off within fiscal jurisdictions.

Basic and diluted income (loss) per share

Basic income (loss) per share has been calculated using the weighted average number of common shares

outstanding during the year.  

Diluted income (loss) per share has been calculated using the weighted average number of common shares that

would have been outstanding during the respective period had all of the stock options and warrants outstanding

at year end having a dilutive effect been converted into shares at the beginning of the year and the proceeds

used to repurchase the Company's common shares at the average market price for the year. If these

computations prove to be anti-dilutive, diluted income (loss) per share is the same as basic income (loss) per

share.  

Comprehensive income (loss)

Comprehensive income (loss) consists of net income (loss) and other comprehensive income (loss) and

represents the change in shareholders’ equity which results from transactions and events from sources other

than the Company’s shareholders. For the years presented, comprehensive income (loss) is the same as net

income (loss).
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Future Accounting Policy Changes

Financial Instruments IFRS 9, “Financial Instruments” (“IFRS 9”) was issued by the IASB on November 12,

2009 and will replace IAS 39. IFRS 9 uses a single approach to determine whether a financial asset is measured

at amortized cost or fair value, replacing the multiple classification options in IAS 39. The approach in IFRS 9 is

based on how an entity manages its financial impairment methods in IAS 39. IFRS 9 is effective for annual

periods beginning on or after January 1, 2015.

Amendments to IFRS 7, Financial Instruments: Disclosures are effective for annual periods beginning on or

after January 1, 2013 and introduce enhanced disclosure around transfer of financial assets and associated risks.

These amendments are not anticipated to impact the disclosures made by the Company.

Amendments to IAS 1, Presentation of Financial Statements (effective for annual periods beginning on or after

July 1, 2012) require that elements of other comprehensive income that may subsequently be reclassified

through profit and loss be differentiated from those items that will not be reclassified.

IFRS 10 Consolidated Financial Statements, IFRS 11 Joint Arrangements, IFRS 12 Disclosure of Interests in

Other Entities, and consequential revisions to IAS 27 Separate Financial Statements and IAS 28 Investments in

Associates and Joint Ventures (all effective January 1, 2013) provide revised guidance on the accounting

treatment and associated disclosure requirements for joint arrangements and associates, and a revised definition

of ‘control’ for identifying entities which are to be consolidated.

IFRS 13 Fair Value Measurement (effective January 1, 2013) provides new guidance on fair value measurement

and disclosure requirements.

Amendments to IAS 32, Financial Instruments: Presentation, are effective for annual periods beginning on or

after January 1, 2014. This provides for amendments relating to offsetting financial assets and financial liabilities

The Company is currently evaluating the impact of these new and amended standards on its consolidated

financial statements.

4. PROPERTY AND EQUIPMENT

Computer equipment Office equipment Total

Cost

Balance, October 1 , 2010 $ 5,264 $ 2,679 $ 7,943

Balance, September 31, 2011 $ 5,264 $ 2,679 $ 7,943

Balance, September 30, 2012 $ 5,264 $ 2,679 $ 7,943

Accumulated Depreciation

Balance, October 1, 2010 $ 4,480 $ 1,466 $ 5,946

Depreciation for the year 353 244 597

Balance, September 31, 2011 $ 4,833 $ 1,710 $ 6,543

Depreciation for the year 194 194 388

Balance, September 30, 2012 $ 5,027 $ 1,904 $ 6,931

Carrying Amounts

As at October 1, 2010 $ 784 $ 1,213 $ 1,997

As at September 2011 $ 431 $ 969 $ 1,400

Balance, September 30, 2012 $ 237 $ 775 $ 1,012
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5. EXPLORATION AND EVALUATION ASSETS

  Odd Twins  Centremaque Total 
Balance, October 1, 2010 $ - $ - $ -

Additions:

Acquisition costs 3,156,000 367,000 3,523,000

Exploration costs 23,429 - 23,429

Additions for the year 3,179,429 367,000 3,546,429

Write off (3,179,429) - (3,179,429)

Balance, September 30, 2011 $ - $ 367,000 $ 367,000

Additions:

Exploration costs - 3,282 3,282

Additions for the year - 3,282 3,282

Write off - (370,282) (370,282)

Balance, September 30, 2012 $ - $ - $ -

Odd Twins Property

During the year ended September 30, 2011, the Company entered into a Letter of Intent with Tectonics Inc.

(“Tectonics”), of Calgary, Alberta, for the acquisition of an interest in mineral properties located on and

offshore Long Point, on the Port au Port Peninsula, Newfoundland and Labrador.  The acquisition was a

related party transaction, as the principal of Tectonics is George S. Langdon, who is the President and a director

of the Company.  The Company obtained a 60% working interest by issuing 39,450,000 of its common shares,

and has agreed to enter into a joint venture with the holder of the remaining 40% interest for the exploration,

development and exploitation of the licensed area.  The Company has decided to let these claims lapse as it was

their decision not to further pursue the property, and as a result, all costs associated with this property were

written off to operations in fiscal 2011.

Centremaque Property

During 2011, the Company entered into an option agreement with Golden Valley Mines Ltd. (TSX/V: GZZ) of

Val-d’Or, Quebec to earn up to a 70% interest in the Centremaque Prospect, situated in Bourlamaque

Township, Quebec. Terms of the acquisition include a work commitment of $2,250,000 over three years

($250,000 by July 26, 2012; $500,000 by July 26, 2013 and $1,500,000 by July 26, 2014). In addition, the

Company has to complete a Definitive Feasibility Study (“DFS”) for the Property at its sole cost, within 10

years of signing, to earn a 70% interest, leaving Golden Valley Mines Ltd. with a free carried interest of 30%.

The Company issued 9,175,008 of its common shares, and must make a cash payment of $35,000 in connection

with this option agreement to be paid on or before February 29, 2012. The Company has decided to let these

claims lapse as it was their decision not to further pursue the property, and as a result, all costs associated with

this property were written off to operations in fiscal 2012.

6. PETROLEUM AND NATURAL GAS PROPERTIES
  

       Virginia Hills 
Balance, October 1, 2010 $ -

Acquisition Costs -

Additions:

Geological, geophysical and land 268,985

Retirement provision 37,352

Depletion (306,337)

Total Additions -

Balance, September 30, 2011 and 2012 $ -
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During the year ended September 30, 2012, the Company sold, to an arms length purchaser, the Virginia Hills

property asset in Alberta for the sum of $550,000. This asset was depleted to $nil in a previous year. As a result

the entire proceeds of $550,000 has been recorded as a gain on sale of the asset.  Of this amount, $500,219 has

recorded in cash, the remaining $49,781 was offset against a payable due from the Company.

7. FUTURE RECLAMATION PROVISION

The following table presents the reconciliation of the beginning and ending aggregate carrying amount of the

obligation associated with the retirement of oil and gas properties.

September 30,

2012
September 30,

2011

October 1,

2010

Future reclamation provision, beginning of year
$ 61,669 $ 57,932 $ 51,300

Interest expense - 3,737 6,632

Reversal of asset retirement obligation (i) (61,669) - -

Future reclamation provision, end of year
$ - $ 61,669 $ 57,932

The undiscounted amount of cash flows, required over the estimated reserve life of the underlying assets, to

settle the obligation, adjusted for inflation, is estimated at $Nil (September 30, 2011 - $61,669).  The obligation

was calculated using a credit-adjusted risk free discount rate of 10% and an inflation rate of 2%. 

(i) Reversal of obligation upon sale of Virgina Hills property as described in Note 6.

8. CAPITAL STOCK

(a) Common shares

Authorized

The authorized capital stock of the Company consists of an unlimited number of common shares.

No shares were issued during the year ended September 30, 2012.

During the year ended September 30, 2011:

• The Company issued 39,450,000 common shares for the acquisition of an interest in the Odd Twins

Property (Note 5).

• The Company issued 9,175,008 common shares for the acquisition of an interest in the Centremaque

Property (Note 5).

(b) Stock option plan and share-based compensation

The Company has a stock option plan under which it is authorized to grant options to directors, employees and

consultants enabling them to acquire up to 10% of the issued and outstanding common shares of the Company.

Under the plan, the exercise price of each option equals the market price, minimum price, or a discounted price

of the Company's shares as calculated on the date of grant.  The options can be granted for a maximum term of

5 years.  Options issued to consultants vest at 25% every three months.  Options to directors and employees

fully vest immediately upon granting but the common shares on exercise are subject to a four month hold

period from the date of exercise.

The Company measures share-based compensation costs using the fair value-based method for employee and

non-employee stock options.  Compensation costs have been determined based on the fair value of the options

at the grant date using the Black-Scholes option-pricing model.  Compensation expense of $Nil was recorded in

the statement of operations during the year ended September 30, 2012 (2011 - $365,000).
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The fair value of options granted during 2012 and 2011 was estimated at the date of grant using a Black Sholes

Option Pricing Model with the following assumptions:

 2012 2011

Risk-free interest rate N/A 1.57%

Expected life of options N/A 5

Annualized volatility N/A 218%

Dividend rate N/A Nil

Forfeiture rate N/A 0%

The following table summarizes information concerning the Company's stock options outstanding as at

September 30, 2012:

Number of   Options

Weighted Average

Exercise Price

Outstanding and exercisable - October 1, 2010 1,614,286 $ 0.47

Granted 5,300,000 0.10

Expired or cancelled (1,614,286) 0.47

Outstanding and exercisable -  September 30, 2011 and
2012 5,300,000 $ 0.10

No stock options were granted during the year ended September 30, 2012.

The following common share purchase options are outstanding at September 30, 2012:

Date of Grant

Number of

options

outstanding

and

excercisable

Exercise

Price

Weighted

Average

remaining life

(years) Expiry Date

February 1, 2011 5,300,000 $ 0.10 3.34 February 1, 2016

5,300,000

(c) Warrants

The Company had no outstanding share purchase warrants as at September 30, 2012 and 2011.
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9. RELATED PARTY TRANSACTIONS

Related parties and related party transactions impacting the accompanying financial statements are summarized

below and include transactions with the following individuals or entities:

Key management personnel:

Key management personnel include those persons having authority and responsibility for planning, directing

and controlling the activities of the Company as a whole. The Company has determined that key management

personnel consist of executive and non-executive members of the Company’s Board of Directors and corporate

officers.

Remuneration attributed to key management personnel can be summarized as follows:

September 30,
2012

September 30,

2011

Share-based compensation $ - $ 365,000

Short-term benefits* 124,000 84,440

$ 124,000 $ 449,440

*includes base salaries pursuant to contractual employment, or consultancy arrangements. These have been

recorded in consulting fees and management fees.

Other related parties:

Other related parties includes companies with key management personnel in common. Transactions with other

related parties includes:

- During the year ended September 30, 2011, purchased the Old Twins Property from the president, and a

director of the Company, as described in Note 5.

- During the year ended September 30, 2011, the Company recorded a gain on settlement of debt regarding

unpaid directors’ fees of $21,897 with a former director.

There were no transactions with other related parties during the year ended September 30, 2012. 

As at September 30, 2012, amounts due to related parties consist of  $14,675 (September 31, 2011 - $44,803,

October 1, 2010 - $103,008) to companies controlled by  officers and directors of the Company.

During the year ended September 30, 2012, an amount of $128,000 was loaned to the CEO and director of the

Company.  Repayments of $46,450 were made during the year, and $52,803 was offset by expense

reimbursements resulting  in an amount receivable at year end of $28,747 (September 31, 2011 - $Nil, October

1, 2010 - $Nil).

Amounts due to and from related parties are due on demand within specific terms of repayment.
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10. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 

There were no significant non-cash transactions affecting cash flows from operating or investing activities for

the year ended September 30, 2012.

The significant non-cash transaction affecting cash flows from operating and investing activities for the year

ended September 30, 2011 are as follows:

a) Issued 39,450,000 common shares to acquire Odd Twin mineral property with value of $3,156,000.

b) Issued 9,175,008 common shares to acquire Centremaque mineral property with value of $367,000. 

c) Included in accounts payable and accrued liabilities is $143,985 capitalized to exploration and 

evaluation assets.

d) The Company recorded a recovery of debt in the amount of  $72,836 to from vendors.

11. INCOME TAXES

A reconciliation of current income taxes at statutory rates with the reported taxes is as follows:

September 30,
2012

September 30,

2011

Net Income (loss) before income taxes $ 108,078 $ (2,668,714)

Combined Canadian federal and provincial statutory rate 25.4% 27%

Expected income tax recovery at statutory tax rates $ 27,000 $ (721,000)

Change in statutory, foreign tax and foreign exchange rates - 142,000

Permanent Difference - (1,194,000)

Adjustment to prior years provision versus statutory tax returns,

expiry of non-capital loss, and other 36,000 1,675,000

Change in unrecognized deductible temporary differences (63,000) 98,000

Total deferred tax recovery - -

Significant components of deductible and taxable temporary differences, unused tax losses and unused tax

credits that have not been included on the statement of financial position are as follows:

2012 Expiry dates 2011 Expiry dates 2010 Expiry dates

Exploration &

evaluation assets $ 4,694,000 No expiry $ 4,327,000 No expiry $ 999,000 No expiry

Property & equipment 137,000 No expiry 137,000 No expiry 136,000 No expiry

Share issue costs 4,000 2033-2036 7,000 2032-2035 367,000 2031-2033

Retirement obligation - No expiry 62,000 No expiry - No expiry

Allowable capital

losses 5,224,000 No expiry 5,224,000 No expiry 30,000 No expiry

Non-capital losses

available for future

periods 4,129,000 2016-3032 3,992,000 2016-2031 3,386,000 2016-2030
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12. FINANCIAL RISK FACTORS

The Company manages its exposure to a number of different financial risks arising from its operations as well as

its use of financial instruments including market risks (commodity prices,  foreign currency exchange rate and

interest rate), credit risk and liquidity risk through its risk management strategy.  The objective of the strategy is

to support the delivery of the Company's financial targets while protecting its future financial security and

flexibility.

Financial risks are primarily managed and monitored through operating and financing activities and, if required,

through the use of derivative financial instruments. The financial risks are evaluated regularly with due

consideration to changes in the key economic indicators and up-to-date market information.

The Company’s financial instruments consist of cash and cash equivalents, amounts receivables, due from

related party, reclamation bonds, accounts payable and accrued liabilities, and amounts due to related parties.

The fair value of the Company’s receivables, due from related party,  accounts payable and accrued liabilities,

and amounts due to related parties approximate their carrying value, due to their short-term maturities or ability

of prompt liquidation.  The Company’s cash and cash equivalents are recorded at fair value, under the fair value

hierarchy, based on level one quoted prices in active markets for identical assets or liabilities. The Company’s

other financial instrument, being reclamation bonds, are measured at amortized cost.

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

Market Risk

Market risk is the risk or uncertainty arising from possible market price movements and their impact on the

future performance of the business. These market risks are evaluated by monitoring changes in key economic

indicators and market information on an on-going basis.

a) Interest Rate Risk

The Company has cash balances, and is not at a significant risk to fluctuating interest rates. 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. As of September 30, 2012 , the Company did not have any investments in investment-grade short-

term deposit certificates.

b) Commodity Price Risk

The Company is subject to price risk from fluctuations in market prices of gold, copper and other metals. Gold,

copper and other metal prices historically have fluctuated widely and are affected by numerous factors outside

of the Company's control.

The future operations of the Company are highly correlated to the market prices of these metals, as is the ability

of the Company to continue to explore and develop its mineral properties. 

A prolong period of depressed prices could impair the Company’s operations and development opportunities,

and significantly erode shareholder value. 

c) Foreign currency risk

As at September 30, 2012, the Company’s expenditures are predominantly in Canadian dollars, and any future

equity raised is expected to be predominantly in Canadian dollars.  During the year ended September 30, 2011,

the Company sold its subsidiaries in the United Kingdom.   As a result, the Company does not believe it has

significant foreign currency risk.
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Liquidity Risk

Liquidity risk encompasses the risk that a company cannot meet its financial obligations in full. The Company's

main sources of liquidity is derived from its common stock issuances.  These fund are primarily used to finance

working capital, operating expenses, capital expenditures, and acquisitions.

The Company manages its liquidity risk by regularly monitoring its cash flows from operating activities and

holding adequate amounts of cash and cash equivalents.  

As at September 30, 2012 the Company held cash of $27,601 to settle current liabilities of $52,080. The

Company expects to fund these liabilities through the issuance of capital stock over the coming year.

Credit Risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the

other party to incur a financial loss. Financial instruments that potentially subject the Company to credit risk

consist of cash and cash equivalents and accounts receivable. The Company has reduced its credit risk by

investing its cash equivalents  with a Canadian chartered bank. Also, as the majority of its receivables are with

the Canadian government in the form of sales tax receivable, credit risk is considered minimal.

13. CAPITAL MANAGEMENT

The Company defines capital management in the manner it manages its capital stock. As at September 30, 2012

the Company’s capital stock was $19,466,341.

There were no changes in the Company's approach to capital management during the year ended September 30,

2012 and the Company is not subject to any externally imposed capital requirements.

The Company's objectives when managing capital are:

a) To safeguard  the Company’s financial capacity and liquidity for future earnings in order to continue to

provide an appropriate return to shareholders and other  stakeholders;

b)  To maintain a flexible capital structure which optimizes the cost of capital at an acceptable risk; and

c)  To enable the Company to maximize growth by meeting its capital expenditure budget, to expand its budget

to accelerate projects, and to take advantage of acquisition opportunities.

The Company's capital structure includes components of shareholders’ equity.

The Company regularly monitors and reviews the amount of capital in proportion to risk and future

development and exploration opportunities. The Company manages the capital structure and makes

adjustments to it in the 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 issue new debt or equity or similar

instruments, reduce debt levels from, or make adjustments to, its capital expenditure program.

14. SEGMENTED INFORMATION

The Company operates in one reportable operating segment, resource exploration in Canada. All revenue

earned during the years ended September 30, 2012 and 2011 were from properties held in Canada. All capital

assets held as at September 30, 2012, 2011, and October 1, 2010 are in Canada.
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15. SALE OF SUBSIDIARIES

On January 6, 2011, the Company entered into an agreement with a third party to sell its’ UK subsidiaries

Monoil Limited and wholly owned subsidiary Monoil UK Limited. For the consideration of USD$1, a third

party company will assume all interests or equity of any person (including any right to acquire, option or right of

pre-emption) or any mortgage, charge, pledge, lien, assignment, hypothecation, security, interest, title, retention

or any other security or arrangement.

Proceeds on sale $ 1

Less: Net liabilities at date of sale (1,284,426)

           Accounts payable (1,284,425)

Add: Foreign exchange on sale (65,068)

 Gain on sale $ 1,349,493

16. FIRST TIME ADOPTION OF IFRS

The Company adopted IFRS effective October 1, 2011, with a transition date of October 1, 2010.  Prior to the

adoption of IFRS the Company prepared its financial statements in accordance with Canadian GAAP.

The accounting policies in Note 3 have been applied in preparing the consolidated financial statements for the

year ended September 30, 2012, the comparative information for the year ended September 30, 2011, and the

preparation of an opening IFRS statement of financial position on the transition date, October 1, 2010.

Exemptions Applied

IFRS 1 First-time Adoption of International Financial Reporting Standards allows first-time adopters certain

exemptions from the general requirement to retrospectively apply IFRS that were effective as at October 1,

2010. The Company has applied the following exemptions:

a) Share-based payments

IFRS 1 permits the application of IFRS 2 Share Based Payments only to equity instruments granted after

November 7, 2002 that had not vested by the date of transition to IFRS.

b)  Decommissioning liabilities (future reclamation provisions)

IFRIC 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities requires remeasurement of

the asset retirement obligation at each period end to reflect changes due to changes in various assumptions. The

Company has elected to utilize this exemption which allows the Company to not retrospectively adjust the

environmental rehabilitation provision and related assets; the environmental rehabilitation provision has been

accounted for in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent Assets as at the

transition date and thereafter.

c)  Compound financial instruments

IAS 32 Financial Instruments: Presentation requires an entity to split a compound financial instrument at

inception into separate liability and equity components. If the liability component is no longer outstanding,

retrospective application of IAS 32 involves separating two portions of equity. However, in accordance with

IFRS 1, a first-time adopter need not separate these two portions if the liability component is no longer

outstanding at the date of transition to IFRS. The Company has elected to utilize this exemption, and therefore

not separate the two components of prior flow-through share issuances for which the related expenditures had

been fully renounced as of the date of transition to IFRS.
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d)  Business Combinations

IFRS-1 permits the application of IFRS 3, Business Combinations on a prospective basis from the date of

transition to IFRS. The Company has applied this exemption, and will apply IFRS-3 for business combinations

after October 1, 2010.

IFRS 1 also requires that an entity’s estimates under IFRS at the date of transition be consistent with estimates

made under its Canadian GAAP for the same date, unless there is objective evidence that those estimates were

made in error. The Company’s IFRS estimates at October 1, 2010 are consistent with the estimates made under

Canadian GAAP for that same date.

Reconciliations from Canadian GAAP to IFRS

The transition from Canadian GAAP to IFRS, the Company did not have a material impact on the consolidated

statements of operations and comprehensive income (loss), changes in shareholders' equity and cash flows for

the year ended September 30, 2011.  These was also no material impact on the consolidated statements of

financial position as of September 30, 2011 and October 1, 2010.
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INDEPENDENT AUDITORS' REPORT 
 
 
 
To the Shareholders of 
Monarch Energy Limited 
 
 
We have audited the accompanying consolidated financial statements of Monarch Energy Limited which comprise the 
consolidated balance sheets as at September 30, 2011 and 2010 and the consolidated statements of operations, comprehensive 
loss and deficit, and cash flows for the years then ended, and a summary of significant accounting policies and other explanatory 
information. 
 
Management’s Responsibility for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance 
with Canadian generally accepted accounting principles, and for such internal control as management determines is necessary to 
enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditors’ Responsibility  
 
Our responsibility is to express an opinion on these consolidated financial statements based on our audits.  We conducted our 
audits in accordance with Canadian generally accepted auditing standards.  Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated 
financial statements.  The procedures selected depend on the auditors’ judgment, including the assessment of the risks of 
material misstatement of the consolidated financial statements, whether due to fraud or error.  In making those risk assessments, 
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control.  An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the consolidated financial statements. 
 
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 
opinion. 
  



 
 

 
 
Opinion 
 
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of Monarch 
Energy Limited as at September 30, 2011 and 2010 and the results of its operations and its cash flows for the years then ended in 
accordance with Canadian generally accepted accounting principles. 
 
Emphasis of Matter 
 
Without qualifying our opinion, we draw attention to Note 1 in the consolidated financial statements which describes conditions 
and matters that indicate the existence of a material uncertainty that may cast significant doubt about Monarch Energy Limited’s 
ability to continue as a going concern. 
 
 
 

“DAVIDSON & COMPANY LLP” 
 
Vancouver, Canada  Chartered Accountants 
  
January 30, 2012  
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MONARCH ENERGY LIMITED 
CONSOLIDATED BALANCE SHEETS 
AS AT SEPTEMBER 30  
(Expressed in Canadian dollars) 
 
  2011 2010 
 
Assets 
 
Current assets: 

Cash $ 11,947 $ 428,926 
Amounts receivable 15,610 11,310 
Prepaid expenses 5,470 10,000 
   33,027  450,236 

 
Equipment (Note 5) 1,400 1,997 
Mineral properties (Note 7) 367,000    - 
Reclamation bond 27,634    27,634 
 
  $ 429,061 $ 479,867 
 
Liabilities and Shareholders’ Equity (Deficiency) 
 
Current liabilities: 

Accounts payable and accrued liabilities $ 376,745 $ 1,592,369 
Due to related parties (Note 10) 44,803 103,008 
  421,548 1,695,377 

 
Asset retirement obligation (Note 8) 61,669 57,932 
 
  483,217 1,753,309 
 
Shareholders’ equity (deficiency): 

Capital stock (Note 9) 19,466,341 15,943,341 
Contributed surplus (Note 9) 1,636,009 1,271,009 
Deficit (21,156,506) (18,487,792) 
  (54,156) (1,273,442) 

 
  $ 429,061 $ 479,867 
 
Nature and continuance of operations (Note 1) 
 
 
Approved on behalf of the Board: 
    
    
    

Draft Director Draft Director 
    
 

See accompanying notes to consolidated financial statements. 



5 
 

MONARCH ENERGY LIMITED 
CONSOLIDATED STATEMENTS OF OPERATIONS, COMPREHENSIVE LOSS and DEFICIT 
AS AT SEPTEMBER 30 
(Expressed in Canadian dollars) 
 
   2011 2010 
 
Revenue 
 Petroleum and natural gas sales   $ 133,650  $ 169,875   

 
Direct costs 

Transportation costs  2,199 6,306 
Royalties  21,698 15,034 
Production expenses  114,992 188,016 
Depletion  147,909 45,406 

   (286,798) (254,762)    
   (153,148) (84,887)    
 
Expenses 

Accretion of asset retirement obligation (Note 8)  3,737 6,632 
Amortization  597 886 
Consulting  78,354 11,547 
Filing fees  25,168 12,194 
Foreign exchange (gain) loss  20,254 (60,365) 
Investor relations  6,926 1,446 
Management fees  28,000 52,500 
Office and miscellaneous  10,197 5,124 
Printing  12 1,559 
Professional fees  123,506 93,522 
Project evaluation  - 27,242 
Rent  22,725 25,403 
Stock-based compensation (Note 9)  365,000 - 
Transfer agent fees  14,687 9,856 
Travel  8,456 368 
   (707,619) (187,914) 
 

Loss before other items  (860,767) (272,801) 
Other items    

Interest income  92 154 
Write-off of mineral properties (Note 7)  (3,179,429) - 
Gain on sale of asset  - 98,271 
Gain on settlement of debt (Note 10)  21,897 - 

 Gain on sale of subsidiaries (Note 14) 1,349,493 - 
   (1,807,947) 98,425   
 
Net income and comprehensive loss for the year (2,668,714) (174,376) 

Deficit, beginning of year (18,487,792) (18,313,416) 
 
Deficit, end of year   $ (21,156,506) $ (18,487,792) 

 
Loss per share, basic and diluted   $ (0.04) $ (0.01) 

Weighted average number of common shares outstanding, 
basic and diluted  71,952,743 53,226,852 

 
See accompanying notes to consolidated financial statements. 
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MONARCH ENERGY LIMITED 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
AS AT SEPTEMBER 30 
(Expressed in Canadian dollars) 
 
   2011 2010 
 
Cash flows used in operating activities: 

Net loss for the year   $ (2,668,714) $ (174,376) 
Items not involving cash: 

Accretion of asset retirement obligation  3,737 6,632 
Depletion  147,909 45,406 
Amortization  597 886 
Gain on sale of asset  - (98,271) 
Stock-based compensation  365,000 - 
Unrealized gain on foreign exchange  - (73,731) 
Gain on forgiveness of debt  (21,897) - 
Gain on disposal of subsidiaries  (1,349,493) - 
Write-off of mineral properties  3,179,429 - 
 

Changes in non-cash operating working capital: 
Amounts receivable  (4,300) 10,021 
Accounts payable and accrued liabilities  (10,116) 12,077 
Due to related parties  (36,308) 33,627 
Prepaid expenses  4,530 (9,228) 
Reclamation bond  - (100) 

Net cash used in operating activities  (389,626) (247,057) 
 

Cash flows from (used in) investing activities: 
Addition of mineral properties  (23,429) - 
Additions to oil & gas properties  (3,925) - 
Disposal of petroleum interest, net of commission  - 655,906 
Proceeds from sale of subsidiaries (Note 14)  1 - 
Net cash from (used in) investing activities  (27,353) 655,906 
 

Increase (decrease) in cash  (416,979) 408,849 
 
Cash, beginning of year  428,926 20,077 
 
Cash, end of year   $ 11,947 $ 428,926 
 
Supplementary information: 

Income taxes paid   $ - $ - 
Interest paid  - - 

 

 
Supplemental disclosure with respect to cash flows (Note 11) 
 
 
 
 
 

See accompanying notes to consolidated financial statements. 
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 
 
 
1. NATURE AND CONTINUANCE OF OPERATIONS 

 
 
Monarch Energy Limited (the “Company”) was incorporated in British Columbia and is engaged in the 
exploration and development of petroleum, natural gas and mineral properties. 

The Company is in the process of exploring its petroleum and natural gas properties, and mineral 
property interests, and has yet to determine whether its properties contain reserves that are economically 
recoverable.  The recoverability of amounts shown for mineral properties is dependent upon the discovery 
of economically recoverable reserves, the ability of the Company to obtain the necessary financing to 
complete exploration and development of its properties, confirmation of the Company’s interest in the 
underlying permits and licenses, and future profitable production or proceeds from the disposition of the 
Company’s properties. 
 
During the current year, the Company consolidated its common shares on the basis of one new share for 
every 1.75 old shares held (Note 9).  All references to share and per share amounts have been retroactively 
restated to reflect the consolidation. 
 
These consolidated financial statements have been prepared assuming the Company will continue on a 
going-concern basis.  The Company has incurred losses since inception and the ability of the Company to 
continue as a going-concern depends upon its ability to develop profitable operations and to raise adequate 
financing through the capital markets. 
 
The current market conditions and volatility increase the uncertainty of the Company’s ability to continue as 
a going concern given the need to both curtail expenditures and to raise additional funds. The Company is 
experiencing, and has experienced, negative operating cash flows. The Company will continue to search for 
new or alternate sources of financing but anticipates that the current market conditions may impact the 
ability to source such funds. 

 
 There can be no assurance that the Company will be able to continue to raise funds in which case the 

Company may be unable to meet its obligations. Should the Company be unable to realize on its assets and 
discharge its liabilities in the normal course of business, the net realizable value of its assets may be 
materially less than the amounts recorded on the balance sheets. 

  
  

2011 
 

2010
   
Working capital deficiency $ (388,521) $ (1,245,141)
Deficit  (12,156,506)   (18,487,792)

 
 

2. SIGNIFICANT ACCOUNTING POLICIES 
 
 

These consolidated financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles (“GAAP”).  The significant accounting policies adopted by the Company are 
as follows: 
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 
  

 
2. SIGNIFICANT ACCOUNTING POLICIES (continued): 
 
 
 

Use of estimates 
 
The consolidated financial statements of the Company have been prepared in accordance with Canadian 
generally accepted accounting principles. It requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period.   Significant areas requiring the use of 
estimates include the impairment and recoverability of mineral properties, useful lives of equipment in the 
calculation of amortization, inputs used in the calculation of stock-based compensation and the valuation 
allowance applied to future income taxes.  Actual results could differ from those estimates. 

 
Principles of consolidation 
 
These consolidated financial statements include the accounts of the Company and its wholly owned 
subsidiaries, Monoil Limited and Monoil UK Limited until January 6, 2011, when the Company sold its UK 
subsidiaries: Monoil Limited and Monoil UK Limited. 
 
All intercompany balances have been eliminated upon consolidation. 
 
Foreign currency translation 
 
The Company’s foreign operations are of an integrated nature.  Monetary assets and liabilities are 
translated at the exchange rate in effect at the balance sheet date and non-monetary assets and liabilities 
are translated at historical exchange rates.  Revenues and expenses are translated at rates of exchange 
prevailing on the dates of the underlying transaction. Gains and losses on translation are included in the 
statement of operations and comprehensive income (loss). 
 
Cash and equivalents 
 
Cash is comprised of cash on hand. 
 
Cash equivalents are short-term, highly liquid investments with original maturities of three months or less 
that are readily convertible to known amounts of cash and which are subject to an insignificant risk of 
change in value. 

 
 Financial instruments 
 

All financial instruments are classified into one of five categories: held-for-trading, held-to-maturity 
investments, loans and receivables, available-for-sale financial assets or other financial liabilities. All 
financial instruments and derivatives are measured in the balance sheet at fair value except for loans and 
receivables, held-to maturity investments and other financial liabilities which are measured at amortized 
cost. Subsequent measurement and changes in fair value will depend on their initial classification. Held-for-
trading financial assets are measured at fair value and changes in fair value are recognized in net income 
(loss). Available-for-sale financial instruments are measured at fair value with changes in fair value recorded 
in other comprehensive income (loss) until the instrument is derecognized or impaired. 
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 
  

 
2. SIGNIFICANT ACCOUNTING POLICIES (continued): 
 
 Financial instruments (continued): 

 
The Company has classified its cash as held-for-trading. Amounts receivable are classified as loans and 
receivables. Accounts payable and accrued liabilities and due to related parties are classified as other 
liabilities, which are measured at amortized cost. The Company’s reclamation bond has been classified as 
held to maturity, and is measured at amortized cost. 
 

 The Company also provides required disclosure about the inputs used in making fair value measurements, 
including their classification within a hierarchy that prioritizes their significance. The three levels of the fair 
value hierarchy are: 

 
 Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 
 Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly or  
   indirectly; and 
 Level 3 – Inputs that are not based on observable market data. 
 
 The Company has included disclosure recommended by this section in Note 3 to these consolidated 

financial statements. 
 
Petroleum and natural gas properties 
 
The Company follows the full cost method of accounting for petroleum and natural gas operations in 
accordance with Canadian guidelines.  Under this method, all costs associated with the acquisition of, 
exploration for and development of petroleum and natural gas reserves are capitalized in cost centers on a 
country-by-country basis.  Such costs include property acquisition costs, geological and geophysical 
studies, carrying charges on non-producing properties, costs of drilling productive wells, and overhead 
expenses directly related to these activities. 
 
Depletion is calculated for producing properties by using the unit-of-production method based on estimated 
proved reserves, before royalties, as determined by management of the Company or independent 
consultants.  Sales or dispositions of petroleum and natural gas properties are credited to the respective 
cost centers and a gain or loss is recognized when all properties in a cost center have been disposed of, 
unless such sale or disposition significantly alters the relationship between capitalized costs and proved 
reserves of petroleum and natural gas attributable to the cost center.  Costs of abandoned properties are 
accounted for as adjustments of capitalized costs and written off to expense. 
 
Undeveloped properties are excluded from the depletion calculation until the quantities of proved reserves 
can be determined. 
 

 A ceiling test is applied to each cost center and for the aggregate of all cost centers by comparing the net 
capitalized costs to the estimated future net revenues from production of estimated proved reserves without 
discount, plus the costs of unproved properties net of impairment.  Any excess capitalized costs are written 
off to expense.  Further, the ceiling test for the aggregate of all cost centers is required to include the effects 
of future removal and site restoration costs, general and administrative expenses, financing costs and 
income taxes.  The calculation of future net revenues is based upon prices, costs and regulations in effect at 
each year end. 
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 
  

 
2. SIGNIFICANT ACCOUNTING POLICIES (continued): 
 
 

Petroleum and natural gas properties (continued): 
 
 Unproved properties are assessed for impairment on an annual basis by applying factors that rely on 

historical experience.  In general, the Company may write-off any unproved property under one or more of 
the following conditions: 
 
a) there are no firm plans for further drilling on the unproved property; 
 
b) negative results were obtained from studies of the unproved property; 
 
c) negative results were obtained from studies conducted in the vicinity of the unproved property; or 
 
d) the remaining term of the unproved property does not allow sufficient time for further studies or drilling. 
 
 
Mineral properties  
 
All costs related to the acquisition, exploration and development of mineral properties are capitalized by 
property.  If economically recoverable ore reserves are developed, capitalized costs of the related property 
are reclassified as mining assets and amortized using the unit of production method.  When a property is 
abandoned, all related costs are written off to operations.  If, after management review, it is determined that 
the carrying amount of a mineral property is impaired, that property is written down to its estimated net 
realizable value. 
 
A mineral property is reviewed for impairment whenever events or changes in circumstances indicate that 
its carrying amount may not be recoverable. 
 
The amounts shown for mineral properties do not necessarily represent present or future values.  Their 
recoverability is dependent upon the discovery of economically recoverable reserves, the ability of the 
Company to obtain the necessary financing to complete the development, and future profitable production 
or proceeds from the disposition thereof. 
 
 
Asset retirement obligations 
 
The Company recognizes the fair value of a liability for an asset retirement obligation in the year in which it 
is incurred when a reasonable estimate of fair value can be made.  The carrying amount of the related long-
lived asset is increased by the same amount as the liability. 
 
Changes in the liability for an asset retirement obligation due to the passage of time will be measured by 
applying an interest method of allocation.  The amount will be recognized as an increase in the liability and 
an accretion expense in the statement of operations.  Changes resulting from revisions to the timing or the 
amount of the original estimate of undiscounted cash flows are recognized as an increase or a decrease in 
the carrying amount of the liability for an asset retirement obligation and the cost of the related long-lived 
asset. 
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 
  

 
2. SIGNIFICANT ACCOUNTING POLICIES (continued): 
 
 
 
 

 Impairment of long-lived assets 
 

A long-lived asset is tested for recoverability whenever events or changes in circumstances indicate that its 
carrying amount may not be recoverable.  An impairment loss is recognized when the carrying amount of a 
long-lived asset exceeds its fair value.  For purposes of recognition and measurement of an impairment 
loss, a long-lived asset is grouped with other assets and liabilities to form an asset group at the lowest level 
for which identifiable cash flows are largely independent of the cash flows of other assets and liabilities.  
Estimates of future cash flows used to test recoverability of a long-lived asset include only the future cash 
flows that are directly associated with, and that are expected to arise as a direct result of, its use and 
eventual disposition. 
 
Amortization 
 
Equipment is recorded at cost less accumulated amortization.  Amortization of computer equipment is 
provided at 45% per annum and office equipment is provided at 20% per annum on a declining balance 
basis. 

 
Future income taxes 
 
Future income taxes are calculated using the asset and liability method.  Under the asset and liability 
method, future tax assets and liabilities are recognized for the future tax consequences attributable to 
differences between the financial statement carrying amounts of existing assets and liabilities and their 
respective tax bases.  Future tax assets and liabilities are measured using the enacted or substantively 
enacted tax rates expected to apply when the asset is realized or the liability settled.  The effect on future 
tax assets and liabilities of a change in tax rates is recognized in income in the period that substantive 
enactment or enactment occurs.  To the extent that the Company does not consider it more likely than not 
that a future tax asset will be recovered, it provides a valuation allowance against the excess. 
 
Stock-based compensation 
 
The Company recognizes compensation expense for all stock options granted, using the fair value based 
method of accounting. The fair value of stock options granted is expensed over their vesting period with a 
corresponding increase to contributed surplus. Upon exercise of stock options, the consideration paid by 
the option holder, together with the amount previously recognized in contributed surplus, is recorded as 
an increase to capital stock. The Company uses the Black-Scholes option valuation model to calculate 
the fair value of share purchase options at the date of grant. Option pricing models require the input of 
highly subjective assumptions, including the expected price volatility. Changes in these assumptions can 
materially affect the fair value estimate. 
 
Basic and diluted loss per share 
 
Basic loss per share has been calculated using the weighted average number of common shares 
outstanding during the year.   
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 
  

 
2. SIGNIFICANT ACCOUNTING POLICIES (continued): 

 
 
 
Basic and diluted loss per share (continued): 
 
Diluted loss per share has been calculated using the weighted average number of common shares that 
would have been outstanding during the respective period had all of the stock options and warrants 
outstanding at year-end having a dilutive effect been converted into shares at the beginning of the year and 
the proceeds used to repurchase the Company's common shares at the average market price for the year.  
Since the Company is in a loss position, this would be anti-dilutive, therefore, diluted loss per share is the 
same as basic loss per share. 

.  
Revenue recognition 
 
Revenue from oil and gas operations is recognized when oil and natural gas are shipped, title passes and 
collection of the sale is reasonably assured. 
 
Comparative figures 
 
Certain comparative figures have been reclassified, where applicable, to conform with the current year’s 
presentation. 
 
Flow-through common shares 
 
Canadian tax legislation permits a company to issue flow-through shares whereby the deduction for tax 
purposes relating to qualified resource expenditures is claimed by the investors rather than the Company.  
Recording these expenditures for accounting purposes gives rise to taxable temporary differences. 
 
When flow-through expenditures are renounced, a portion of the future income tax assets that were not 
recognized in previous years, due to the recording of a valuation allowance, be recognized as a recovery of 
income taxes in the statement of operations. 
 
Future accounting standards 
 
International Financial Reporting Standards (“IFRS”) 

In February 2008, the AcSB announced that 2011 is the changeover date for publicly-listed companies to 
use IFRS, replacing Canada’s existing GAAP.  The date is for interim and annual financial statements 
relating to fiscal years beginning on or after January 1, 2011.  The transition date of October 1, 2010 will 
require the restatement for comparative purposes of amounts reported by the Company for the year ended 
September 30, 2011.   

 
The Company has begun assessing the adoption of IFRS for 2011, and the financial reporting impact of the 
transition to IFRS is not expected to be significant other than increased disclosures in the notes of the 
financial statements.  The Company is prepared to adopt IFRS effective October 1, 2011. 
 

.   
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 
 
 
3. FINANCIAL INSTRUMENTS  

 
 

 The fair value of the Company’s amounts receivable, accounts payable and accrued liabilities, and due to 
related parties approximate carrying value, which is the amount recorded on the consolidated balance 
sheet. The Company’s other financial instruments, cash and reclamation bond, under the fair value 
hierarchy are based on level one quoted prices in active markets for identical assets or liabilities. 

 
 
 The Company’s risk exposures and the impact on the Company’s financial instruments are summarized 

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

Amounts receivable consist primarily of input tax credits receivable from the Government of Canada. The 
Company believes it has no significant credit risk. 

 
 

Liquidity risk 
 
 The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet 

liabilities when due. As at September 30, 2011, the Company had a cash balance of $11,947 to settle 
current liabilities of $421,548. The Company expects to fund these liabilities through the issuance of capital 
stock over the coming year. 

 
 
 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.  
 
 
 a) Interest rate risk 
 

The Company has cash balances, and is not at a significant risk to fluctuating interest rates. 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. As of September 30, 2011, the Company 
did not have any investments in investment-grade short-term deposit certificates. 

 
 

b) Foreign currency risk 
 

As at September 30, 2011, the Company’s expenditures are predominantly in Canadian dollars, 
and any future equity raised is expected to be predominantly in Canadian dollars.  During the year 
ended September 30, 2011, the Company sold its subsidiaries in the United Kingdom.   As a result, 
the Company does not believe it has significant foreign currency risk. 
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 
 
 
3. FINANCIAL INSTRUMENTS (continued): 

 
 Market risk (continued): 

 
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 petroleum, natural 
gas, mineral properties, individual equity movements and the stock market to determine the 
appropriate course of action to be taken by the Company. 

 
 
4. CAPITAL MANAGEMENT 
 
 The Company manages its capital structure and makes adjustments to it, based on the funds available to 

the Company, in order to support the acquisition, and development of petroleum and natural gas 
properties and mineral properties. The Board of Directors does not establish quantitative return on capital 
criteria for management, but rather relies on the expertise of the Company’s management to sustain 
future development of the business. In the management of capital, the Company includes components of 
shareholder’s equity. 

 
 The Company is dependent upon external financings to fund activities.  In order to carry out planned 

exploration and pay for administrative costs, the Company will spend its existing working capital and raise 
additional funds as needed.  The Company will continue to assess new properties and seek to acquire an 
interest in additional properties if it feels there is sufficient geologic or economic potential and if it has 
adequate financial resources to do so.  

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

approach, given the relative size of the Company, is reasonable. 
 
 There were no changes in the Company’s approach to capital management during the year ended 

September 30, 2011.  The Company is not subject to externally imposed capital requirements.  
 
 
5. EQUIPMENT 
 

   
2011 

    
2010 

 

  
 

Cost 

 
Accumulated 
Amortization 

 
Net 

Book Value 

  
 

Cost 

 
Accumulated 
Amortization 

 
Net 

Book Value 
        
Computer equipment $ 5,264 $ 4,833 $ 431  $ 5,264 $ 4,480 $ 784 
Office equipment  2,679  1,710  969   2,679  1,466  1,213 
        
 $ 7,943 $ 6,543 $ 1,400  $ 7,943 $ 5,946 $ 1,997 
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 
 
 
6. PETROLEUM AND NATURAL GAS PROPERTIES 

 
  

2011 
 

2010 
   
Unproved properties – United Kingdom   
   
North Sea Project (Quad 15/18a)   
 Consulting $ - $ 52,451 
 Drilling and testing  -  3,902,202 
 Travel  -  1,516 
   
  -  3,956,169 
   
 Written off  -  (3,398,534)
   
  -  557,635 
   
Disposal of interest  -  (557,635)
   
Total $ - $ - 
   
Proved property - Canada   
   
Lyle/Thorn Areas   
 Geological, geophysical and land $ 268,985 $ 121,076 
 Asset retirement obligations  37,352  37,352 
   
  306,337  158,428 
   
 Depletion  (306,337)  (158,428)
   
Total $ - $ - 

 
 During the year, the Company acquired additions of $147,909 to its proved properties in Canada. Management 

estimates that the future costs associated with the exploration on the proved properties exceeds the future cash inflows 
as a result the property was fully depleted. 

 
7. MINERAL PROPERTIES 
 

  
2011 

 
2010 

   
Odd Twins property   
  Acquisition costs - shares $  3,156,000 $ - 
  Consulting  23,429  - 
   
  3,179,429  - 
Write-off of property  (3,179,429)  - 
   
  -  - 
Centremaque property   
  Acquisition costs - shares  367,000  - 
   
  367,000  - 
   
Total  $ 3,546,429 $ - 
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 
 
 
7. MINERAL PROPERTIES (continued): 
 

Odd Twins Property 
 
During the year ended September 30, 2011, the Company entered into a Letter of Intent with Tectonics 
Inc. (“Tectonics”), of Calgary, Alberta, for the acquisition of an interest in mineral properties located on 
and offshore Long Point, on the Port au Port Peninsula, Newfoundland and Labrador.  The acquisition is 
a related party transaction, as the principal of Tectonics is George S. Langdon, who is the President and 
a director of the Company.  The Company obtained a 60% working interest by issuing 39,450,000 of its 
common shares, and has agreed to enter into a joint venture with the holder of the remaining 40% 
interest for the exploration, development and exploitation of the licensed area.  The Company has 
decided to let these claims lapse as it was their decision not to further pursue the property, and as a 
result, all costs associated with this property were written off to operations. 
 

 Centremaque Property 
 

During the current fiscal year, the Company entered into an option agreement with Golden Valley Mines 
Ltd. (TSX/V: GZZ) of Val-d’Or, Quebec to earn up to a 70% interest in the Centremaque Prospect, 
situated in Bourlamaque Township, Quebec. Terms of the acquisition include a work commitment of 
$2,250,000 over three years ($250,000 by July 26, 2012; $500,000 by July 26, 2013 and $1,500,000 by 
July 26, 2014). In addition, the Company has to complete a Definitive Feasibility Study (“DFS”) for the 
Property at its sole cost, within 10 years of signing, to earn a 70% interest, leaving Golden Valley Mines 
Ltd. with a free carried interest of 30%. The Company issued 9,175,008 of its common shares as well as 
cash payment of $35,000 in connection with this option agreement to be paid on or before February 29, 
2012.  
 
 
 

8. ASSET RETIREMENT OBLIGATION 
 
The following table presents the reconciliation of the beginning and ending aggregate carrying amount of the 
obligation associated with the retirement of oil and gas properties. 
 

  
2011 

 
2010 

   
Asset retirement obligation, beginning of year            57,932 $ 51,300 
Accretion expense              3,737  6,632 
   
Asset retirement obligation, end of year $         61,669 $ 57,932 

 
The undiscounted amount of cash flows, required over the estimated reserve life of the underlying assets, 
to settle the obligation, adjusted for inflation, is estimated at $66,924 (2010 - $60,906). The obligation was 
calculated using a credit-adjusted risk free discount rate of 10% and an inflation rate of 2%. It is expected 
that this obligation will be funded from general Company resources at the time the costs are incurred with 
the majority of costs expected to occur between 2011 and 2015. 
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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(Expressed in Canadian dollars) 
 

 
 

9. CAPITAL STOCK AND CONTRIBUTED SURPLUS 
 

 
a) Authorized capital stock: unlimited number of common shares without par value 
 
b) Common shares issued and outstanding: 
 

  
Number 

of Shares
Capital  

Stock  
Contributed 

Surplus
    
Balance, September 30, 2009 and 2010  53,226,852 $ 15,943,341 $ 1,271,009 
Stock-based compensation                                                 -  365,000 
Issue shares for mineral property – Odd Twin         39,450,000         3,156,000 - 
Issue shares for mineral property – Centremaque          9,175,008            367,000         - 
    
Balance, September 30, 2011  101,851,860 $ 19,466,341 $ 1,636,009 

 
As at September 30, 2011 there are no shares held in escrow. 
 
During the current year, the Company consolidated its common shares on the basis of one new share for 
every 1.75 old shares. All share amounts are shown on a post-consolidated basis. 
 
During the year ended September 30, 2011: 
 

• The Company issued 39,450,000 common shares for the acquisition of an interest in the Odd 
Twins Property (Note 7). 

 
• The Company issued 9,175,008 common shares for the acquisition of an interest in the 

Centremaque Property (Note 7). 
 
 No shares were issued during the year ended September 30, 2010. 
 
 

Share purchase warrants 
 
The Company had no outstanding share purchase warrants as at September 30, 2011 and 2010. 

 
 
 Stock options 

 
The Company has a stock option plan under which it is authorized to grant options to directors, employees 
and consultants enabling them to acquire up to 10% of the issued and outstanding common shares of the 
Company.  Under the plan, the exercise price of each option equals the market price, minimum price, or a 
discounted price of the Company's shares as calculated on the date of grant.  The options can be granted 
for a maximum term of 5 years.  Options issued to consultants vest at 25% every three months.  Options to 
directors and employees fully vest immediately upon granting but the common shares on exercise are 
subject to a four month hold period from the date of grant. 
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MONARCH ENERGY LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2011 
(Expressed in Canadian dollars) 
 

 
 

9. CAPITAL STOCK AND CONTRIBUTED SURPLUS (continued): 
 
 
 

 Stock options (continued): 
 
 
The Company measures stock-based compensation costs using the fair value-based method for employee 
and non-employee stock options.  Compensation costs have been determined based on the fair value of the 
options at the grant date using the Black-Scholes option-pricing model.  Compensation expense of 
$365,000 was recorded in the statement of operations during the fiscal year ended September 30, 2011 
(2010 - $Nil) for 5,300,000 options granted. The fair value per option granted during the year is $0.07 (2010 
- $Nil).  The following weighted average assumptions were used for the Black-Scholes valuation of stock 
options granted during the year: 

 
 

  
                2011 

 
                2010 

   
Risk-free interest rate           1.57%           - 
Expected life of options           5 years           - 
Annualized volatility           218%           - 
Dividend rate           0           - 

 
 

The continuity of common share stock options for the fiscal year ended September 30, 2011 is as follows: 
 
 
  Exercise September 30,    September 30, 
Expiry date  Price 2010 Granted Cancelled  Exercised 2011 

 
October 23, 2011 $    0.35 485,714 - 485,714 - - 
March 11, 2012 0.53 371,429 - 371,429 - - 
May 21, 2012 0.53 757,143 - 757,143 - - 
February 1, 2016 0.10 - 5,300,000 - - 5,300,000 

 1,614,286 5,300,000 1,614,286 - 5,300,000 
 
Weighted average exercise price $ 0.47 $  0.10 $ 0.47  $0.10 
Weighted average remaining life     4.33 years 
 
 
As at September 30, 2011, all options were fully vested. 
 
 
As at September 30, 2011, the weighted average remaining contractual life of the stock options is 4.33 
years and the weighted average exercise price is $0.10. 
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9. CAPITAL STOCK AND CONTRIBUTED SURPLUS (continued): 
 
 

 Stock options (continued): 
 
The continuity of common share stock options for 2010 is as follows: 
 

 
 
Expiry Date 

 
Exercise 

Price 

 
September 30, 

2009 

 
 

Granted 

 
 

Exercised 

 
 

Cancelled 

 
September 30, 

2010 
       
October 23, 2011 $       0.35          485,714 - - -  485,714 
March 11, 2012 0.53           371,429 - - - 371,429 
May 21, 2012 0.53        757,143 - - - 757,143 
       
   1,614,286              - -                  -  1,614,286 
       
Weighted average 
 exercise price 

 
 

 
$   0.47 

 
- 

 
- 

 
- 

 
$     0.47 

 
 

10. RELATED PARTY TRANSACTIONS AND BALANCES 
 
 
The amounts charged to the Company for the services provided have been determined by negotiation 
among the parties and, in certain cases, are covered by signed agreements.  These transactions were in 
the normal course of operations and were measured at the exchange value, which represented the 
amount of consideration established and agreed to by the related parties. 
 
The Company entered into the following transactions with related parties: 
 
a) Paid or accrued consulting fees totaling $16,440 (2010 - $52,500) to a company controlled by a 

director of the Company. 
 
b) Paid or accrued consulting fees totaling $40,000 (2010 - $Nil) to a director of the Company. 
 
c) Paid or accrued management fees totaling $28,000 (2010 - $Nil) to a director of the Company. 

 
d) Amounts due to related parties consist of $44,803 (2010 - $103,008) to companies controlled by 

current and former directors of the Company. 
 

e) Granted 5,300,000 stock options (2010 – $Nil) to directors and consultants of the Company with a fair 
value of $365,000 (2010 - $Nil). 

 
f) Recorded again on the settlement of debt regarding unpaid director fees of $21,897 (2010 – $Nil) with 

a former director of the Company. 
 
These amounts due to related parties are non-interest bearing, with no fixed terms of repayment.   
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11. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS  
 
The significant non-cash transaction for the year ended September 30, 2011 is as follows: 
 
a) Issued 39,450,000 common shares to acquire Odd Twin mineral property with value of $3,156,000. 
b) Issued 9,175,008 common shares to acquire Centremaque mineral property with value of $367,000.  
c) Included in accounts payable and accrued liabilities is $143,985 (2010 - $Nil) capitalized to oil and gas 

properties. 
 
There were no other significant non-cash transactions for the year ended September 30, 2011. 

 
12. INCOME TAXES 

 
A reconciliation of income taxes (recovery) at statutory rates with the reported taxes is as follows: 
 

  
2011 

 
2010 

   
Loss before income taxes $ (2,668,714) $ (174,376)
   
Expected income tax (recovery) $ (721,000) $ (50,351)
Non-deductible expenses  957,000  15,282 
Deductible items  (71,000)  (126,944)
Sale of subsidiaries  1,410,000  -    
Differences in foreign tax rates  -     14,331 
Unrecognized benefits of non-capital losses  (1,575,000)  147,682 
   
Total income tax recovery $ -    $ -    

 
Details of future income tax assets are as follows: 
 

  
2011 

 
2010 

   
Equipment $ 34,000 $ 34,010 
Share issuance costs  2,000  67,628 
Non-capital losses available for future periods  1,108,000  767,351 
Resource expenditures  1,060,000  240,548 
Capital losses available for future periods  1,306,000  -    
   
  3,510,000  1,109,537 
   
Valuation allowance  (3,510,000)  (1,109,537)
   
Net future income tax assets $ -    $ -    

 
The Company has incurred operating losses for Canadian income tax purposes of approximately 
$4,431,000 which can be carried forward to reduce taxable income in future years.  Unless utilized, these 
losses will expire through 2031.  Subject to certain restrictions, the Company also has resource 
expenditures available to reduce taxable income in future years.  Future tax benefits, which may arise as a 
result of these losses, have not been recognized in these financial statements and have been offset by a 
valuation allowance. 
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13. SEGMENTED INFORMATION 
 
The Company operates in one reportable operating segment, being petroleum, natural gas and mineral 
exploration and development, and in the following geographic areas: 
 

  
 

            Canada 

 
Great 

Britain 

 
 

Total 
    
2011    
 Revenue for the year $ 133,650 $ -     $   133,650 
 Net loss for the year  (2,668,714)                     -  (2,668,714) 
 Capital assets   396,034                     -  396,034 
    
2010    
 Revenue for the year $  169,875   $ -    $ 169,875 
 Income (loss) for the year   (356,354)  181,978  (174,376) 
 Capital assets   29,631  -  29,631 

 

14. SALE OF SUBSIDIARIES 
  

On January 6, 2011, the Company entered into an agreement with a third party to sell its’ UK subsidiaries 
Monoil Limited and wholly owned subsidiary Monoil UK Limited.  For the consideration of USD$1, a third 
party company will assume all interests or equity of any person (including any right to acquire, option or 
right of pre-emption) or any mortgage, charge, pledge, lien, assignment, hypothecation, security, interest, 
title, retention or any other security or  arrangement. 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Proceeds on Disposition $        1 
  
Less:  Net liabilities at date of sale  
    Accounts payable             (1,284,426) 
                (1,284,425) 
  
Add:  Foreign exchange on sale                  (65,068) 
  
Gain on sale           $  1,349,493 
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Management’s Discussion and Analysis of Operations 
For the Year Ended September 30, 2013 and 2012 
 
This Management’s Discussion and Analysis (“MD&A) is prepared as of January 28, 2014 and 
should be read in conjunction with the audited annual financial statements of Monarch Energy 
Limited (“Monarch’ or “Company”) for the year ended September 30, 2013, and which have 
been prepared in accordance with International Financial Reporting Standards (“IFRS”). 
Additional information, including the Annual Information Form can be found on SEDAR, 
www.sedar.com. All amounts are in Canadian dollars. 
 
Management is responsible for the preparation and integrity of the financial statements, 
including the maintenance of appropriate information systems, procedures and internal 
controls and to ensure that information used internally or disclosed externally, including the 
financial statements and MD&A, is complete and reliable. The Company’s board of directors 
follows recommended corporate governance guidelines for public companies to ensure 
transparency and accountability to shareholders. The board’s audit committee meets with 
management quarterly to review the financial statements including the MD&A and to discuss 
other financial, operating and internal control matters. 
 
Caution Regarding Forward Looking Statements 
 
Except for statements of historical fact relating to the Company, certain information contained 
in this MD&A constitutes “forward-looking information” under Canadian securities 
legislation. Forward-looking information includes, but is not limited to, statements with respect 
to the potential of the Company’s properties; requirements for additional capital; and other 
statements relating to the financial and business prospects of the Company. 
 
Generally, forward-looking information can be identified by the use of forward-looking 
terminology such as “plans”, “expects” or “does not expect”, “is expected”, “budget”, 
“scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate”, 
“believes”, or variations of such words and phrases. Forward-looking information may also be 
identified in statements where certain actions, events or results “may”, “could", "would”, 
“might” or “will be taken”, “occur” or “be achieved”.  
 
Forward-looking information is based on the reasonable assumptions, estimates, analysis and 
opinions of management made in light of its experience and its perception of trends, current 
conditions and expected developments, as well as other factors that management believes to be 
relevant and reasonable in the circumstances at the date that such statements are made.  
 
Forward-looking information is inherently subject to known and unknown risks, uncertainties 
and other factors that may cause the actual results, level of activity, performance or 
achievements of the Company to be materially different from those expressed or implied by such 
forward-looking information, including but not limited to risks related to: 
 
 
 



 

• The Company’s goal of creating shareholder value by concentrating on potential business 
acquisitions with strong growth potential; 

• Management’s economic outlook regarding future trends; 
• The Company’s ability to meet its working capital needs at the current level in the short term;  
• Expectations with respect to raising capital; 
• Sensitivity analysis on financial instruments may vary from amounts disclosed; and 
• Governmental regulation and environmental liability. 
 
Although management of the Company has attempted to identify important factors that could 
cause actual results to differ materially from those contained in forward-looking information, 
other factors could also cause materially different results. There can be no assurance that 
forward-looking statements will prove to be accurate, as actual results and future events could 
differ materially from those anticipated in such statements. Accordingly, readers should not 
place undue reliance on forward-looking information. The Company does not undertake to 
update any forward-looking information, except in accordance with applicable securities laws. 
 
General 
 
Monarch Energy Limited is a Canadian publicly listed public company whose shares trade on 
the TMX Venture Exchange under the symbol “MNL”. 
 

The current market conditions and volatility increase the uncertainty of the Company’s ability 
to continue as a going concern given the need to both curtail expenditures and to raise additional 
funds. The Company is experiencing, and has experienced, negative operating cash flows. The 
Company will continue to search for new or alternate sources of financing but anticipates that 
the current market conditions may impact the ability to source such funds. 

There can be no assurance that the Company will be able to continue to raise funds in which 
case the Company may be unable to meet its obligations. Should the Company be unable to 
realize on its assets and discharge its liabilities in the normal course of business, the net 
realizable value of its assets may be materially less than the amounts recorded on the balance 
sheets. 
 



 

Selected annual Information 
 
The following table sets forth selected financial information for Monarch for the last three 
completed financial years ended September 30. This information has been derived from the 
Company’s audited financial statements for each of those years, and should be read in 
conjunction with those financial statements and the notes thereto.  
   
 Year Ended September 30,  
 2013 2012 2011 
Petroleum revenues, net of royalties - $      155,226  $    111,952 
Petroleum and natural gas related expenses $      10,228 $      123,351 $    268,837 
Office, general and administrative $      14,592 $      43,152  $    338,882 
Stock-based compensation - - $    365,000 
Write-off of petroleum and natural gas 
related expenses 

- $      370,282 - 

Gain on sale of asset  $       3,114 $      550,000 - 
Gain on sale of subsidiaries - - $  1,349,493 
Income  (loss) for the year $(174,229) $      108,078 $  (2,668,714) 
Loss per share $      (0.00) $            0.00 $           0.04 
    
Total assets  $    81,387 $      106,002 $     429,061 
Total Liabilities $   201,694 $        52,080 $     483,217 
Working capital (deficiency) $(162,951 ) $        24,508  $  (388,521) 

Per share amounts are calculated using the weighted have not been calculated, as they would be anti-dilutive.  
average number of shares outstanding. Fully diluted loss per share amounts  
 
 
Revenue and Expenses 
 
For the year ended September 30, 2013 
 
The net loss for the year ended September 30, 2013 was $(174,229) ($0.00/share) compared to 
net gain for the year ending September 30, 2012 of $108,078 ($0.00/share). 
 
Petroleum and natural gas revenues were $- for the year ended September 30, 2013 from 
$190,117 revenue for the year ended September 30, 2012. The revenue was generated from its 
Alberta interests. During the previous year, the Company sold, to an arms length purchaser, the 
Virginia Hills property asset in Alberta for the sum of $550,000. This asset was depleted to $nil 
in a previous year. As a result the entire proceeds of $550,000 has been recorded as a gain on 
sale of the asset. 
 
Loss from operations decreased to $(174,229) for the year ended September 30, 2013 from a 
gain of $108,078 for the year ended ended September 30, 2012.  
 
 
Office, general, and administrative decreased $28,560 to $14,592 for the year ended September 
30. 2012. The decrease was attributed to travel costs and less activity. 



 

 
Management fees commenced October 2011 for the President at the rate of $3,500 per month to 
total $42,000 for the year ended September 30, 2012 and 2013. 
 
Consulting fees in the year ending September 30, 2013 decreased by $17,863 to $69,000 for 
the year ending September 30, 2013 due to inactivity around the Quebec properties. 
 
Professional fees decreased for the year ended September 30, 2013 by $22,146 to $26,297 
primarily as a result of inactivity and the lower need for professional fees. 
 
 
Exploration and Property Update 
 
The Company has a gas well that is suspended, appropriate Asset Retirement Obligations were 
accrued to reflect the reclamation of the well. 
 
Summary of Quarterly Results 
 
The following table is a summary of selected unaudited financial information for the eight most 
recent fiscal quarters.           
                                                     

Quarter ended Petroleum and natural 
gas revenue, 

net of royalties 

Net income (loss) Net income (loss) per share  

September 30, 2013* $      Nil $(       41,537) $   (0.00) 

June 30, 2013* $      Nil $       (40,016) $   (0.00) 

March 31, 2013* $      Nil $       (57,969) $   (0.00) 

December 31, 2012* $       3,348 $       (34,707) $   (0.00) 

September 30, 2012* $   115,669 $      275,476 $   (0.00) 
June 30, 2012* $     10,355 $       (57,927) $   (0.00) 
March 31, 2012* $       7,916 $       (77,491) $   (0.00) 

December 31, 2011* $   19,300 $     (31,980) $ (0.00) 
    
*IFRS reporting 
 

  Fully diluted loss per share 
amounts are not shown as 
they would be anti-dilutive.  

 
There can be significant variances in the Company’s reported loss from quarter to quarter 
arising from factors that are difficult to anticipate in advance or to predict from past results. One 
of these factors includes the volatility of petroleum and natural gas prices which have fluctuated 
widely during recent years  
 
 



 

Liquidity 
 
Although the Company has some petroleum revenue in the previous year, the majority of 
financing of operations is achieved by issuing share capital and from the proceeds of property 
divestitures  Monarch ended the year-end of September 30, 2013 with a bank position of $9,574 
(September 30, 2012 - $27,601), accounts receivable of $315 (September 30, 2012 - $20,240) 
and due from related party of $nil (September 30, 2012 - $28,747). The Company has accounts 
payable relating to administrative activities in the amount of $50,722 (September 30, 2012 - 
$35,236). GST/HST payable of $2,154 (September 30, 2012 - $2,169) and due to related parties 
in the amount of $119,964 (September 30, 2012 - $14,675). The Company also has an asset 
retirement obligation of $28,854 (September 30, 2012 - $Nil).  Monarch had a negative working 
capital of $162,951 at September 30, 2013 (September 30, 2012 – positive working capital of 
$24,508). 
 
Capital Resources 
 
The Company’s primary capital assets at September 30, 2013 are its exploration and evaluation 
assets of $Nil (September 30, 2012 - $Nil), reclamation bonds of $41,894 (September 30, 2012 
- $28,402) and property and equipment of $750 (September 30, 2011 - $1,012).  
 
Financing Activities          
 
The Company was not involved in any financing activities during the year ended September 30, 
2013. 
 
Investing Activities 
 
The Company was not involved in any financing activities during the year ended September 30, 
2013. 
 
Off-Balance Sheet Arrangements          
 
At the date of this report, the Company had no material off-balance sheet arrangements 
 
Transactions with Related Parties 
 

Related parties and related party transactions impacting the accompanying financial statements 
are summarized below and include transactions with the following individuals or entities: 

Key management personnel: 

Key management personnel include those persons having authority and responsibility for 
planning, directing and controlling the activities of the Company as a whole. The Company has 
determined that key management personnel consist of executive and non-executive members of 
the Company’s Board of Directors and corporate officers. 

Remuneration attributed to key management personnel can be summarized as follows: 
 



 

 September 30, 2013 September 30, 2012 

Short-term benefits* $ 111,000  $ 124,000  

 
  

*includes base salaries pursuant to contractual employment, or consultancy arrangements. 
These have been recorded in consulting fees and management fees. 

There were no transactions with other related parties during the year ended September 30, 
2013.  

As at September 30, 2013, amounts due to related parties consist of $119,964 (September 31, 
2012 - $14,675) to companies controlled by officers and directors of the Company. 

 
Events After Year End 

 
On December 20, 2013, the Company has entered into a share exchange agreement with 
ChroMedX Ltd.. ("ChroMedX") and ChroMedX Inc. pursuant to which the Company has 
agreed to acquire from the ChroMedX shareholders all of the issued and outstanding shares of 
ChroMedX in exchange for an equal number of common shares in the capital of the Company. 
It is expected, and as a condition of completion of the acquisition, that ChroMedX will be the 
registered holder of certain patents and patents pending in the biomedical technology field 
currently held by ChroMedX Inc.. 
 
ChroMedX is a private company incorporated pursuant to the laws of Ontario. Concurrent with 
or prior to completion of the acquisition, the Company will consolidate its common shares on a 
10:1 basis as previously approved by the Company shareholders at the annual general and 
special meeting held on July 18, 2013, such that following completion of the acquisition the 
Company will have issued a maximum of up to 28.5 million common shares in the capital of the 
Company to ChroMedX shareholders for all of the issued and outstanding common shares of 
ChroMedX. This will result in former ChroMedX shareholders holding approximately 73.37% 
of the issued and outstanding common shares of the Company and, accordingly, ChroMedX 
becoming a wholly owned subsidiary of the Company following completion of the acquisition. 
 
In connection with and as a condition of completion of the acquisition, the Company will seek 
to obtain a listing of its common shares on the Canadian National Stock Exchange ("CNSX") 
and concurrently apply for a delisting of its common shares from the facilities of the TSX 
Venture Exchange ("TSX-V"). It is expected that the Company will delist from the TSX-V 
concurrent with the listing on the CNSX so that there is no gap in a trading market for the 
common shares. The Company has requested the TSX-V to halt the trading of its common 
shares in anticipation of the Company obtaining approval from the CNSX with respect to the 
listing on the CNSX. 
 
In order to satisfy certain conditions of the acquisition, among other things, ChroMedX will be 
required to complete a private placement financing totaling a minimum of $600,000 and a 
maximum of $1.2 million through the issuance of 12 million units of ChroMedX at a price of 
$0.10 per unit. Each unit will consist of the following: one ChroMedX common share; one-half 
common share purchase warrant, each whole warrant entitling the holder to acquire one 



 

ChroMedX common share at an exercise price of $0.15 for a period of 12 months following 
issuance of the warrant; and one-half common share purchase warrant, each whole warrant 
entitling the holder to acquire one ChroMedX common share at an exercise price of $0.25 for a 
period of 18 months following issuance of the warrant. The ChroMedX common shares, and 
any common shares to be issued on exercise of the warrants, will be subject to a four month 
hold period commencing from the date of issuance. The completion of the acquisition is 
conditional upon, among other things, the receipt of all necessary TSX-V, CNSX and 
shareholder approvals, the private placement being completed, and satisfaction of customary 
due diligence investigations of the Company and ChroMedX. In addition, it is anticipated that 
all outstanding stock options of the Company will be cancelled prior to completion of the 
acquisition. 
 
Critical Accounting Policies and Estimates 

 
Going concern 
 
These unaudited interim financial statements have been prepared in accordance with IFRS 1 
and IAS 34 on a going concern basis which assumes that the Company will be able to realize 
its assets and discharge its liabilities in the normal course of business for the foreseeable 
future.  The Company has incurred losses from inception and the inability to raise additional 
financing may impact the future assessment of the Company as a going concern.  The 
Company’s ability to continue as a going concern is dependent upon its ability to attain future 
profitable operations and to obtain the necessary financing to meet its obligations and repay 
its liabilities arising from normal business operations when they come due.  While the 
company has been successful in obtaining its required financing in the past, there is no 
assurance that such financing will be available in the future.  These financial statements do 
not include any adjustments to the amounts and classification of asset’s and liabilities that 
might be necessary should the Company not be able to continue as a going concern.  

 
 
Significant accounting judgments and estimates 
 
The preparation of financial statements in conformity with IFRS requires management to 
make estimates and assumptions that affect the reported amount of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting period. Significant areas 
requiring the use of management estimates relate to the determination of carrying value of 
resource properties, warrants, stock-based compensation, and deferred tax assets and 
liabilities. Financial results as determined by actual events could differ from those estimates. 

 

   Asset Retirement Obligations 

The Company’s activities give rise to dismantling, decommissioning and site disturbance 
remediation activities. Provision is made for the estimated cost of site restoration and 
capitalized in the relevant asset category. 



 

Asset retirement obligations are measured at the present value of management’s best 
estimate of the expenditures required to settle the present obligation at the balance sheet 
date. Subsequent to the initial measurement, the obligation is adjusted at the end of each 
period to reflect the passage of time and changes in the estimated future cash flows 
underlying the obligation. The increase in the provision due to the passage of time is 
recognized as finance costs whereas increases/decreases due to changes in the estimated 
future cash flows are capitalized. Actual costs incurred upon settlement of the asset 
retirement obligations are charged against the provision to the extent the provision was 
established. 

Impairment 

At each financial position reporting date the carrying amounts of the Company’s 
long-lived assets are reviewed to determine whether there is any indication that those 
assets are impaired. If any such indication exists, the recoverable amount of the asset is 
estimated in order to determine the extent of the impairment, if any. The recoverable 
amount is the higher of fair value less costs to sell and value in use, which is the present 
value of future cash flows expected to be derived from the asset. If the recoverable 
amount of an asset is estimated to be less than its carrying amount, the carrying amount 
of the asset is reduced to its recoverable amount and the impairment loss is recognized in 
the profit or loss for the period. 

For the purposes of impairment testing, exploration and evaluation assets are allocated to 
cash generating units to which the exploration activity relates. For an asset that does not 
generate largely independent cash inflows, the recoverable amount is determined for the 
cash-generating unit to which the asset belongs. Where an impairment loss subsequently 
reverses, the carrying amount of the asset (or cash-generating unit) is increased to the 
revised estimate of its recoverable amount, but so that the increased carrying amount 
does not exceed the carrying amount that would have been determined had no 
impairment loss been recognized for the asset (or cash-generating unit) in prior years. A 
reversal of an impairment loss is recognized immediately in profit or loss. 

Equipment 

Recognition and Measurement 

Equipment is measured at cost less accumulated depreciation and accumulated 
impairment losses. Cost includes all expenditures that are directly attributable to the 
acquisition of the asset. 

Depreciation 

Equipment is depreciated annually on a straight-line basis using rates of 20% and 45% 
respectively.   

Share-based Payment 

The Company accounts for share-based payment using the fair value method. Under this 
method, compensation expense is measured at fair value on the date of grant using the 
Black-Scholes option pricing model, and is recognized as an expense or capitalized, 
depending on the nature of the grant, with a corresponding increase in equity, over the 
period that the employees earn the options. The amount recognized as an expense is 



 

adjusted to reflect the number of share options expected to vest. The Black-Scholes 
option pricing model requires the input of subjective assumptions, including the expected 
term of the option and stock price volatility. 

Warrants, stock options, and other equity instruments issued as purchase consideration in 
non-cash transactions, other than as consideration for E&E assets, are recorded at fair 
value determined by management using the Black-Scholes option pricing model. The fair 
value of the shares issued as purchase consideration for E&E assets is based upon the 
trading price of those shares on the TSX on the date of the agreement to issue shares as 
determined by the Board of Directors. 

Warrants 

Proceeds from unit placements are allocated between shares and warrants issued 
according to their relative fair value. The fair value of the share component is credited to 
share capital and the value of the warrant component is credited to contributed surplus. 
Upon exercise of the warrants, consideration paid by the warrant holder together with the 
amount previously recognized in the contributed surplus account is recorded as an 
increase to share capital. 

Foreign Currency Translation 

The Company's functional and presentation currency is the Canadian dollars.  Foreign 
currency transactions are initially recorded in the functional currency at the transaction 
date exchange rate. At closing date, monetary assets and liabilities denominated in a 
foreign currency are translated into the functional currency at the closing date exchange 
rate, and non-monetary assets and liabilities at the historical rates.  Exchange differences 
arising on the settlement of monetary items or on translating monetary items at rates 
different from those at which they were translated on initial recognition during the period 
or in previous financial statements are recognized in profit or loss. 

Financial Instruments 

Under Canadian income tax legislation, a company is permitted to issue shares whereby 
the company agrees to incur qualifying expenditures and renounce the related income tax 
deductions to the investors. To account for flow-through shares, the Company allocates 
total proceeds from the issuance of flow-through shares between the offering of shares 
and the sale of tax benefits. 

The total amount allocated to the offering of shares is based on the quoted price of the 
underlying shares. The remaining amount which is allocated to the sale of tax benefits is 
recorded as a liability and is reversed when the tax benefits are renounced. The difference 
between the amount originally recorded as a liability and the estimated income tax 
benefits on date of renouncement is recognized as a gain or loss in earnings. The tax 
effect of the renunciation is recorded at the time the Company makes the renunciation, 
which may differ from the effective date of renunciation. If the flow-through shares are 
not issued at a premium, a liability is not established and on renunciation the full value of 
the tax assets renounced is recorded as a deferred tax expense. 



 

NON-DERIVATION FINANCIAL ASSETS AND LIABILITIES 

Cash and cash equivalents 

Cash and cash equivalents include cash, and those short-term money market instruments 
that are readily convertible to cash with an original term of less than 90 days. The 
Company has classified its cash and cash equivalents as financial assets at fair value 
through profit and loss. 

Marketable Securities  

The Company has classified marketable securities available for sale.  Financial 
instruments classified as being available for sale are measured at fair value, with any 
resultant gain or loss being recognized directly under other comprehensive income, 
except for impairment losses and, in the case of monetary items such as securities 
denominated in foreign currency, which are recorded in foreign exchange gains and 
losses. When these investments are de-recognized, the cumulative gain or loss previously 
recognized directly in equity is recognized in profit or loss. 

Loans and receivables 

Loans and receivables are financial assets with fixed or determinable payments that are 
not quoted in an active market. Such assets are recognized initially at fair value plus any 
directly attributable transaction costs. Subsequent to initial recognition, loans and 
receivables are measured at amortized costs using the effective interest method, less any 
impairment losses. 

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 investment have been negatively impacted. Evidence of 
impairment could include: 

• Significant financial difficulty of the issuer or counter party; or 
• Default or delinquency in interest or principal payments; or 
• It becomes probable that the borrower will enter into bankruptcy or financial 

reorganization. 

The carrying amount of the financial asset is directly reduced by any impairment 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. 

Other liabilities  

Accounts payable and accrued liabilities are classified as other liabilities at amortized cost. 
The Company initially recognizes debt securities issued and subordinated liabilities on the 
date that they are originated. All other financial liabilities are recognized initially on the 



 

trade date at which the Company becomes a party to the contractual provisions of the 
instruments. 

The Company derecognizes a financial liability when its contractual obligations are 
discharged, cancelled or expired. 

Financial assets and liabilities are offset and the net amount is presented in the statement of 
financial position when, and only when, the Company has a legal right to offset the 
amounts and intends to either settle on a net basis or to realize the assets and settle the 
liability simultaneously. 

Financial instruments recorded at FVTPL 

Financial instruments recorded at fair value on the consolidated statements of financial 
position are classified using a financial value hierarchy that reflects the significance of the 
inputs used in marking the measurements. The fair value hierarchy has the following levels: 

• Level 1 – valuation based on quoted prices (unadjusted) in active markets for 
identical assets or liabilities; 
• Level 2 – valuation techniques based on inputs other than quoted prices 

including Level 1 that are observable for assets or liabilities, either directly (i.e. as 
prices) or indirectly (i.e. derived from prices); 
• Level 3 – valuation techniques using inputs for the asset and liability that are 

not based on observable market data (unobservable inputs). 

 

Provisions 

A provision is recognized when the Company has a present legal or constructive obligation 
as a result of a past event, it is probable that an outflow of economic benefits will be 
required to settle the obligation, and the amount of the obligation can be reliably estimated. 
If the effect is material, provisions are determined by discounting the expected future cash 
flows at a pre-tax rate that reflects current market assessments of the time value of money 
and, where appropriate, the risks specific to the liability. 

A provision for onerous contracts is recognized when the expected benefits to be derived by 
the Company from a contract are lower than the unavoidable cost of meeting its obligations 
under the contract.  

Flow through Shares 

Upon the issuance of flow through shares, the Company records the initial proceeds to 
capital stock, net of any tax liability, if any. The liability on the statement of financial 
position represents the premium of the financing price in excess of the market share price 
on the date of the flow through share financing. The financial liability pertaining to the 
premium is recognized in the statement of operations consistent with expenditure 
renunciations. As the Company renounces expenditures to meet flow through requirements, 
the corresponding liability is reversed to net income.  The Company does not recognize 
deferred income taxes related to the resultant temporary differences. 

 



 

Revenue Recognition 

Interest revenue is recognized when it is probable that the economic benefits will flow to 
the Company and the amount of revenue can be measured reliably. Interest revenue is 
accrued on a time basis, by reference to the principal outstanding and at the effective 
interest rate applicable, which is the rate that exactly discounts estimated future cash 
receipts through the expected life of the financial asset to that asset’s net carrying amount 
on initial recognition. 
 
FIRST TIME ADOPTION OF IFRS 
 
The Company adopted IFRS effective October 1, 2011, with a transition date of October 1, 
2010.  Prior to the adoption of IFRS the Company prepared its financial statements in 
accordance with Canadian GAAP. 
 
The accounting policies in Note 3 have been applied in preparing the consolidated financial 
statements for the year ended September 30, 2012, the comparative information for the year 
ended September 30, 2011, and the preparation of an opening IFRS statement of financial 
position on the transition date, October 1, 2010. 
 
Exemptions Applied 
 
IFRS 1 First-time Adoption of International Financial Reporting Standards allows first-time 
adopters certain exemptions from the general requirement to retrospectively apply IFRS that 
were effective as at October 1, 2010. The Company has applied the following exemptions: 
 
a) Share-based payments 
IFRS 1 permits the application of IFRS 2 Share Based Payments only to equity instruments 
granted after November 7, 2002 that had not vested by the date of transition to IFRS. 
 
b)  Decommissioning liabilities (future reclamation provisions) 
 
IFRIC 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities requires re-
measurement of the asset retirement obligation at each period end to reflect changes due to 
changes in various assumptions. The Company has elected to utilize this exemption which 
allows the Company to not retrospectively adjust the environmental rehabilitation provision and 
related assets; the environmental rehabilitation provision has been accounted for in accordance 
with IAS 37 Provisions, Contingent Liabilities and Contingent Assets as at the transition date 
and thereafter. 
 
c)  Compound financial instruments 
 
IAS 32 Financial Instruments: Presentation requires an entity to split a compound financial 
instrument at inception into separate liability and equity components. If the liability component 
is no longer outstanding, retrospective application of IAS 32 involves separating two portions of 
equity. However, in accordance with IFRS 1, a first-time adopter need not separate these two 
portions if the liability component is no longer outstanding at the date of transition to IFRS. The 



 

Company has elected to utilize this exemption, and therefore not separate the two components 
of prior flow-through share issuances for which the related expenditures had been fully 
renounced as of the date of transition to IFRS. 
 
d)  Business Combinations 
 
IFRS-1 permits the application of IFRS 3, Business Combinations on a prospective basis from 
the date of transition to IFRS. The Company has applied this exemption, and will apply IFRS-3 
for business combinations after October 1, 2010. 
IFRS 1 also requires that an entity’s estimates under IFRS at the date of transition be consistent 
with estimates made under its Canadian GAAP for the same date, unless there is objective 
evidence that those estimates were made in error. The Company’s IFRS estimates at October 1, 
2010 are consistent with the estimates made under Canadian GAAP for that same date. 
 
Reconciliations from Canadian GAAP to IFRS 
 
The transition from Canadian GAAP to IFRS, the Company did not have a material impact on 
the consolidated statements of operations and comprehensive income (loss), changes in 
shareholders' equity and cash flows for the year ended September 30, 2011.  These were also no 
material impact on the consolidated statements of financial position as of September 30, 2011 
and October 1, 2010. 
 
 
Risks and Uncertainties 
 
 
The Company has no significant source of operating cash flow and no revenue from operations.. 
 
The Company may be subject to risks which could not reasonably be predicted in advance. 
Events such as labour disputes, environmental issues, natural disasters or estimation errors are 
prime examples of industry related risks. 
 
The Company is in the business of petroleum and natural gas exploration and as such, its 
prospects are largely dependent on movements in the price of oil and gas. Prices fluctuate on a 
daily basis and are affected by a number of factors well beyond the control of the Company. 
Due to the current grassroots nature of its operations, the Company does not enter into price 
hedging programs. 
 
The Company is subject to the laws and regulations relating to environmental matters in all 
jurisdictions in which it operates, including provisions relating to property reclamation, 
discharge of hazardous material and other matters. 
 
Environmental Risks and Hazards 
 
All phases of Monarch’s exploration operations are subject to environmental regulations in the 
jurisdictions it operates.  Environmental legislation is evolving in a manner which will require 
stricter standards and enforcement, increased fines and penalties for non-compliance, more 



 

stringent environmental assessments of proposed projects and a heightened degree of 
responsibility for companies and their officers, directors and employees. There is no assurance 
that future changes in environmental regulation, if any, will not adversely affect Monarch’s 
operations. Environmental hazards may exist on the properties on which Monarch holds 
interests, which are unknown to Monarch at present and which may have been caused by 
previous or existing owners or operators of the properties. Monarch may become liable for such 
environmental hazards caused by previous owners and operators of the properties even where it 
has attempted to contractually limit its liability. Government approvals and permits are 
currently and may in the future be required in connection with Monarch’s operations. To the 
extent such approvals are required and not obtained; Failure to comply with applicable laws, 
regulations and permitting requirements may result in enforcement actions thereunder, 
including orders issued by regulatory or judicial authorities which may cause operations to 
cease or be curtailed and may include corrective measures requiring capital expenditures, 
installation of additional equipment, or remedial actions.  
 
Monarch may become subject to liability for hazards against which it cannot be insured. The 
Company is subject to all environmental acts and regulations at the federal and provincial 
levels. 
 
To the Company’s knowledge, there are no liabilities to date which relate to environment risks 
or hazards. 
 
Evaluation of Disclosure Controls 
 
As required by Multilateral Instrument 52-109, management carried out an evaluation of the 
effectiveness of the design and operation of the Company’s disclosure controls and procedures 
as of September 30, 2013. These controls continue to be monitored regularly and in the future, 
an independent party will be engaged to test these controls. Based on the current evaluation, the 
Chief Executive Officer and Chief Financial Officer concluded that the company’s disclosure 
controls and procedures are effective in recording, processing, summarizing and reporting, on a 
timely basis, information required to be disclosed by the Company to satisfy its continuous 
disclosure obligations, and are effective in ensuring that information required to be disclosed in 
reports that the Company files is accumulated and communicated to management as appropriate 
to allow for timely decisions regarding required disclosure. These comments are made within 
the context that the Company is a small business and as such there is little segregation of duties. 
 
Corporate Governance Matters 
 
Monarch has an independent audit committee and a compensation committee that meets 
periodically as required to review and approve financial statements and to approve management 
compensation.  
 



 

Share Data 
 
The following sets forth the outstanding securities of the Company as at September 30, 2013:  

 
The authorized capital of the Company consists of an unlimited number of common shares 
 
(a) Common Shares – 101,851,860 
(b) Stock Options – 5,300,000 
(c) Warrants – Nil 

 
 
Additional information relating to the Company’s operations and activities can be found by 
visiting the Company’s website at www.monarchenergy.ca and by assessing the Company’s 
public documents filed on SEDAR at www.sedar.com   
 
 
Signed 
 
“Alex Falconer” 
CFO 
January 28, 2014 
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MONARCH ENERGY LIMITED
MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

DECEMBER 31, 2013

The accompanying interim unaudited financial statements of Monarch Energy Limited (the “Company”) were prepared

by management in accordance with International Financial Reporting Standards. Management acknowledges

responsibility for the preparation and presentation of the consolidated financial  statements, including responsibility for

significant accounting judgments and estimates and the choice of accounting principles and methods that are

appropriate to the Company’s circumstances.

Management has established systems of internal control over the financial reporting process, which are designed to

provide reasonable assurance that relevant and reliable financial information is produced.

The Board of Directors is responsible for ensuring that management fulfills its financial reporting responsibilities and

for reviewing and approving the financial statements together with other financial information. The Audit Committee,

on behalf of the Board of Directors, meets with management to review the internal controls over the financial

reporting process, the financial statements together with other financial information of the Company, and the auditor’s

report. The Audit Committee reports its findings to the Board of Directors for its consideration in approving the

financial statements for issuance to the shareholders. Management recognizes its responsibility for conducting the

Company’s affairs in compliance with established financial standards, and applicable laws and regulations, and for

maintaining proper standards of conduct for its activities.

The accompanying interim unaudited financial statements of the Company have been prepared by, and are the

responsibility of, the Company’s management.
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MONARCH ENERGY LIMITED
INTERIM STATEMENT OF FINANCIAL POSITION
AS AT 
(Expressed in Canadian dollars)

December 31, September 30,

2013 2013 

ASSETS

Current

Cash and cash equivalents $ 2,535 $ 9,574

Amounts receivable 315 315

GST/HST receivable 1,202 -

4,052 9,889

Property and equipment (Note 4) 705 750

Reclamation bonds (Note 6) 47,884 41,894

Asset retirement obligation (Note 7) 28,854 28,854

$ 81,495 $ 81,387

LIABILITIES

Current
Accounts payable and accrued liabilities $ 64,931 $ 50,722

GST/HST payable - 2,154

Due to related parties (Note 9) 77,390 119,964

InterCompany - ChroMedX (Note 9(b)) 16,000 -

158,321 172,840

Provision for well abandonment costs (Note 7) 28,854 28,854

187,175 201,694

SHAREHOLDERS' EQUITY (DEFICIENCY)

Capital stock (Note 8(a)) 19,466,341 19,466,341

Contributed surplus (Note 8(b)) 1,636,009 1,636,009

Deficit (21,208,030) (21,222,657)

(105,680) (120,307)

$ 81,495 $ 81,387

NATURE OPERATIONS AND GOING CONCERN, (Note 1)

Approved on behalf of the board:

       "George Langdon"       President and Director

       "Michael Turko"       Director

The accompanying notes are an integral part of these interim financial statements.
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MONARCH ENERGY LIMITED
INTERIM STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)  
FOR THE THREE MONTH PERIODS ENDED DECEMBER 31, 
(Expressed in Canadian dollars)

Three Months
2013 2012

Revenue
Petroleum and natural gas sales $ - $ 3,348

Direct costs
Production expenses - 3,385

- (37)

Expenses

Consulting fees (Note 9) 18,000 18,000

Depreciation 46 65

Management fees  (Note 9) 10,500 10,500

Office, general and administrative 4,659 3,484

Professional fees 11,707 274

Transfer agent and filing fees 7,566 2,384

Forgiveness of loan payable and accounts payable (Note 9) (67,000) -

Income (loss) before undernoted items 14,522 (34,707)

Interest income 105 7

Net comprehensive income (loss) for the period $ 14,627 $ (34,737)

Income (loss) per share

Basic and fully diluted (Note 12) $             (0.00) $                0.00

Weighted average number of common shares outstanding, basic and diluted 101,851,860 101,851,860

The accompanying notes are an integral part of these interim financial statements.
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MONARCH ENERGY LIMITED
INTERIM STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY (DEFICIENCY)
FOR THE THREE MONTH PERIODS ENDED DECEMBER 31, 2013 and 2012
(Expressed in Canadian dollars)

Capital Stock
Number of

shares Amount
Contributed

Surplus Deficit Total
Balance, October 1, 2012 101,851,860 $ 19,466,341 $ 1,636,009 $ (21,048,428) $ 53,922

Net loss for the period - - - (34,737) (34,737)

Balance, December 31, 2012 101,851,860 $ 19,466,341 $ 1,636,009 $ (21,083,165) $ 19,185

Balance, October 1, 2013 101,851,860 $ 19,466,341 $ 1,636,009 $ (21,222,657) $ (120,307)

Net income for the period - - - 14,627 14,627

Balance, December 31, 2013 101,851,860 $ 19,466,341 $ 1,636,009 $ (21,208,030) $ (105,680)

The accompanying notes are an integral part of these interim financial statements.
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MONARCH ENERGY LIMITED
INTERIM STATEMENTS OF CASH FLOWS 
FOR THE THREE MONTH PERIODS ENDED DECEMBER 31,
(Expressed in Canadian dollars)

Three Months

2013 2012

Cash flows from operating activities

Net income (loss) for the period $ 14,627 $ (34,737)

Adjustments not effecting cash:

Depreciation 46 65

Forgiveness of loan payable and accounts payable (67,000) -

Changes in non-cash operations working capital

Amounts receivable (3,356) (2,609)

Reclamation bonds (5,990) -

Accounts payable and accrued liabilities 9,208 6,229

Cash flows used in operating activities (52,465) (31,052)

Cash flows from investing activities
Amounts loaned from intercompany 16,000 -

Amounts loaned from related party 29,426 23,950

Cash flows provided by investing activities 45,426 23,950

Net increase (decrease) in cash and cash equivalents (7,039) (7,102)

Cash and cash equivalents, beginning of period 9,574 27,601

Cash and cash equivalents, end of period $ 2,535 $ 20,499

The accompanying notes are an integral part of these interim financial statements.
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MONARCH ENERGY LIMITED
NOTES TO THE INTERIM FINANCIAL STATEMENTS
DECEMBER 31, 2013 

(Expressed in Canadian dollars)

1. NATURE OF OPERATIONS AND GOING CONCERN

Monarch Energy Limited (the "Company") was incorporated in British Columbia and is engaged in the

exploration and evaluation of mineral properties.  The principal business address of the Company is 65 Queen

Street West, Toronto, Ontario, M5H 2M5.

The current market conditions and volatility increase the uncertainty of the Company’s ability to continue as a

going concern given the need to both curtail expenditures and to raise additional funds. The Company is

experiencing, and has experienced, negative operating cash flows and also has negative working capital of

$154,269 as at December 31, 2013. The Company will continue to search for new or alternate sources of

financing but anticipates that the current market conditions may impact the ability to source such funds.  These

material uncertainties may cast significant doubt on the Company's ability to continue as a going concern.

On December 20, 2013, the Company entered into a share exchange agreement with ChroMedX Ltd..

("ChroMedX") and ChroMedX Inc. pursuant to which the Company has agreed to acquire from the

ChroMedX shareholders all of the issued and outstanding shares of ChroMedX in exchange for an equal

number of common shares in the capital of the Company. It is expected, and as a condition of completion of

the acquisition, that ChroMedX will be the registered holder of certain patents and patents pending in the

biomedical technology field currently held by ChroMedX Inc..

There can be no assurance that the Company will be able to continue to raise funds in which case the Company

may be unable to meet its obligations. Should the Company be unable to realize on its assets and discharge its

liabilities in the normal course of business, the net realizable value of its assets may be materially less than the

amounts recorded on the interim statement of financial position.

2. BASIS OF PRESENTATION

Statement of Compliance

The interim financial statements have been prepared in accordance with International Financial Reporting

Standards("IFRS") as issued by the International Accounting Standards Board ("IASB").

The interim financial statements of the Company for the period ended December 31, 2013 were reviewed by

the Audit Committee and approved and authorized for issue by the Board of Directors on February 28, 2014. 

Basis of Measurement

These interim financial statements have been prepared on the historical cost basis except for certain financial

instruments which are measured at fair value.  In addition, these interim financial statements have been

prepared using the accrual basis of accounting, except for cash flow information.

Functional and Presentation Currency

The interim financial statements are presented in Canadian dollars, which is also the Company's functional

currency.

Use of Estimates and Judgement

The preparation of these interim financial statements in conformity with IFRS requires that management make

estimates and assumptions about future events that affect the amounts reported in the interim financial

statements and related notes to the interim financial statements. Actual results may differ from those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are

recognized in the period in which the estimates are revised and in any future periods affected.
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MONARCH ENERGY LIMITED
NOTES TO THE INTERIM FINANCIAL STATEMENTS
DECEMBER 31, 2013 

(Expressed in Canadian dollars)

(i) Critical accounting estimates

Critical accounting estimates are estimates and assumptions made by management that may result in a material

adjustment to the carrying amount of assets and liabilities within the next financial year and are, but are not

limited to, the following:

Share-based compensation

The fair value of stock options issued are subject to the limitation of the Black-Scholes option pricing

model that incorporates market data and involves uncertainty in estimates used by management in the

assumptions.  Because the Black-Scholes option pricing model requires the input of highly subjective

assumptions, including the volatility of share prices, changes in subjective input assumptions can

materially affect the fair value estimate.

Recovery of deferred tax assets

Judgment is required in determining whether deferred tax assets are recognized in the statement of

financial position.  Deferred tax assets, including those arising from unutilized tax losses, require

management to assess the likelihood that the Company will generate taxable earnings in future periods, in

order to utilize recognized deferred tax assets.  Estimates of future taxable income are based on forecast

cash flows from operations and the application of existing tax laws in each jurisdiction.  To the extent

that future cash flows and taxable income differ significantly from estimates, the ability of the Company

to realize the net deferred tax assets recorded at the date of the statement of financial position could be

impacted.

Additionally, future changes in tax laws in the jurisdictions in which the Company operates could limit

the ability of the Company to obtain tax deductions in future periods.

The Company has not recorded any deferred tax assets.

Asset retirement obligation

Management has exercised their judgment in determining the costs to suspend and eventually abandon a

well currently under ownership. In order to setup a provision, management had to also determine their

best estimate of what the most appropriate pre-tax discount rate would be; one that reflects current

market assessments of the time value of money and the risks specific to the abandonment costs.

(ii) Critical accounting judgments

Information about critical judgments in applying accounting policies that have the most significant effect on the

amounts recognized in the consolidated financial statements are, but are not limited to, the following:

Determination of functional currency

In accordance with IAS 21, The Effects of Changes in Foreign Exchange Rates, management has

determined that the functional currency of the Company is the Canadian dollar.

Evaluation of going concern

The preparation of the financial statements requires management to make judgments regarding the going

concern of the Company as previously discussed in Note 1.
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MONARCH ENERGY LIMITED
NOTES TO THE INTERIM FINANCIAL STATEMENTS
DECEMBER 31, 2013 

(Expressed in Canadian dollars)

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting polices set out below have been applied consistently to all periods presented in these interim

financial statements.

Exploration and Evaluation Assets 

Pre-exploration costs are expensed as incurred. Costs to acquire exploration and evaluation assets are capitalized

as incurred. Costs related to the exploration and evaluation of mineral rights are capitalized as incurred. The

Company considers mineral rights to be tangible assets and accordingly, the Company capitalizes certain costs

related to the acquisition of mineral rights.

Any option payments received by the Company from third parties or tax credits refunded to the Company are

credited to the capitalized cost of the exploration and evaluation assets. If payments received exceed the

capitalized cost of the exploration and evaluation asset, the excess is recognized as income in the year received.

The amounts shown for exploration and evaluation assets do not necessarily represent present or future values.

Their recoverability is dependent upon the discovery of economically recoverable reserves, the ability of the

Company to obtain the necessary financing to complete the development, and future profitable production or

proceeds from the disposition thereof.

The Company has written off all of its exploration and evaluation assets and is not currently pursing any

exploration and evaluation projects.

Impairment

At each financial position reporting date the carrying amounts of the Company’s long-lived assets are reviewed

to determine whether there is any indication that those assets are impaired. If any such indication exists, the

recoverable amount of the asset is estimated in order to determine the extent of the impairment, if any. The

recoverable amount is the higher of fair value less costs to sell and value in use, which is the present value of

future cash flows expected to be derived from the asset. If the recoverable amount of an asset is estimated to be

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

impairment loss is recognized in the profit or loss for the period.

For the purposes of impairment testing, exploration and evaluation assets are allocated to cash-generating units

to which the exploration activity relates. For an asset that does not generate largely independent cash inflows,

the recoverable amount is determined for the cash-generating unit to which the asset belongs. Where an

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

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

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

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

Property and Equipment

Equipment is carried at cost, less accumulated depreciation and accumulated impairment losses.

The cost of an item of equipment consists of the purchase price, any costs directly attributable to bringing the

asset to the location and condition necessary for its intended use and an initial estimate of the costs of

dismantling and removing the item and restoring the site on which it is located. Depreciation is provided at

rates calculated to write off the cost of equipment, less its estimated residual value, using the declining balance

method at the following rates per annum:

Computer equipment  45%

Office equipment 20%

8.



MONARCH ENERGY LIMITED
NOTES TO THE INTERIM FINANCIAL STATEMENTS
DECEMBER 31, 2013 

(Expressed in Canadian dollars)

Share-based Payment

The Company accounts for share-based payment using the fair value method. Under this method,

compensation expense is measured at fair value on the date of grant using the Black-Scholes option pricing

model, and is recognized as an expense or capitalized, depending on the nature of the grant, with a

corresponding increase in equity, over the period that the employees earn the options. The amount recognized

as an expense is adjusted to reflect the number of share options expected to vest. The Black-Scholes option

pricing model requires the input of subjective assumptions, including the expected term of the option and stock

price volatility.

For transactions with employees and others providing similar services, the Company measures the fair value of

the services received by reference to the fair value of the equity instruments granted. For transactions with

parties other than employees, the Company measures the goods or services received, and the corresponding

increase in equity, directly, at the fair value of the goods or services received, unless that fair value cannot be

estimated reliably. When the Company cannot estimate reliably the fair value of the goods or services received,

it measures their value, and the corresponding increase in equity, indirectly, by reference to the fair value of the

equity instruments granted.

Foreign Currency Translation

The Company's functional and presentation currency is the Canadian dollar.  Foreign currency transactions are

initially recorded in the functional currency at the transaction date exchange rate. At closing date, monetary

assets and liabilities denominated in a foreign currency are translated into the functional currency at the closing

date exchange rate, and non-monetary assets and liabilities at the historical rates.  Exchange differences arising

on the settlement of monetary items or on translating monetary items at rates different from those at which they

were translated on initial recognition during the period or in previous financial statements are recognized in

profit or loss.

Financial Instruments

All financial instruments are initially recognized at fair value on the statement of financial position. The

Company has classified each financial instrument into one of the following categories: (1) financial assets or

liabilities at fair value through profit or loss (“FVTPL”), (2) loans and receivables, (3) financial assets available-

for-sale, (4) financial assets held-to maturity, and (5) other financial liabilities. Subsequent measurement of

financial instruments is based on their classification. 

Financial assets and liabilities at FVTPL are subsequently measured at fair value with changes in those fair

values recognized in net earnings. Financial assets “available-for-sale” are subsequently measured at fair value

with changes in fair value recognized in other comprehensive income (loss), net of tax. 

Financial assets “held-to-maturity”, “loans and receivables”, and “other financial liabilities” are subsequently

measured at amortized cost using the effective interest method. The Company’s financial assets and liabilities

are recorded and measured as follows:

Asset or Liability Category Measurement

Cash and cash equivalents FVTPL Fair value

Amounts receivable Loans and receivables Amortized cost

Due from related party Loans and receivables Amortized cost

Reclamation bonds Held to maturity Amortized cost

Accounts payable and accrued liabilities Other liabilities Amortized cost

Due to related parties Other liabilities Amortized cost
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(Expressed in Canadian dollars)

The Company classifies the fair value of financial instruments according to the following hierarchy based on the

amount of observable inputs used to value the instrument.

Level 1 – Quoted prices are available in active markets for identical assets or liabilities as of the reporting date.

Active markets are those in which transactions occur in sufficient frequency and volume to provide pricing

information on an ongoing basis.

Level 2 – Pricing inputs are other than quoted prices in active markets included in Level 1.  Prices in Level 2 are

either directly or indirectly observable as of the reporting date. Level 2 valuations are based on inputs, including

quoted forward prices for commodities, time value and volatility factors, which can be substantially observed or

corroborated in the marketplace.

Level 3 – Valuations in this level are those with inputs for the asset or liability that are not based on observable

market data.

Cash and cash equivalents are measured at fair value using Level 1 inputs.

Revenue Recognition

Interest revenue is recognized when it is probable that the economic benefits will flow to the Company and the

amount of revenue can be measured reliably. Interest revenue is accrued on a time basis, by reference to the

principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts

estimated future cash receipts through the expected life of the financial asset to that asset’s net carrying amount

on initial recognition.

Revenue from oil and gas operations is recognized when oil and natural gas are shipped, title passes and

collection of the sale is reasonably assured.

Cash and Cash Equivalents

Cash and cash equivalents consists of highly liquid investments that are readily convertible to known amounts

of cash subject to significant risk of changes in value.  As at December 31, 2013 and September 30, 2013, the

Company has no cash equivalents on hand.

Petroleum and Natural Gas Properties

All costs directly associated with the development of oil and natural gas reserves are capitalized on an area-by-

area basis. Development costs include expenditures for areas where technical feasibility and commercial viability

has been determined. These costs include proved property acquisitions, development drilling, completion,

gathering and infrastructure costs and transfers of exploration and evaluation assets. 

Costs accumulated within each area are depleted using the unit-of-production method based on proved plus

probable reserves using estimated future prices and costs. Costs subject to depletion include estimated future

costs to be incurred in developing proved and probable reserves.

For divestitures of properties, a gain or loss is recognized in net earnings. Exchanges of properties are measured

at fair value, unless the transaction lacks commercial substance or fair value cannot be reliably measured. Where

the exchange is measured at fair value, a gain or loss is recognized in net earnings.  

Income Taxes

Income tax on profit or loss for the year comprises of current and deferred tax. Current tax is the expected tax

paid or payable on the taxable income for the year, using tax rates enacted or substantively enacted at the

reporting date, and any adjustment to tax paid or payable in respect of previous years. 

Deferred tax is recorded 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.
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(Expressed in Canadian dollars)

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be

available against which the asset can be utilized. Deferred tax assets are reduced to the extent that it is no longer

probable that the related tax benefit will be realized. The effect on deferred income tax assets and liabilities of a

change in income tax rates is recognized in the period that includes the date of the enactment or substantive

enactment of the change. Deferred tax assets and liabilities are presented separately except where there is a right

of set-off within fiscal jurisdictions.

Basic and Diluted Income (Loss) per Share

Basic income (loss) per share has been calculated using the weighted average number of common shares

outstanding during the year.  

Diluted income (loss) per share has been calculated using the weighted average number of common shares that

would have been outstanding during the respective period had all of the stock options and warrants outstanding

at year end having a dilutive effect been converted into shares at the beginning of the year and the proceeds

used to repurchase the Company's common shares at the average market price for the year. If these

computations prove to be anti-dilutive, diluted income (loss) per share is the same as basic income (loss) per

share.  

Comprehensive Income (Loss)

Comprehensive income (loss) consists of net income (loss) and other comprehensive income (loss) and

represents the change in shareholders’ equity which results from transactions and events from sources other

than the Company’s shareholders. For the years presented, comprehensive income (loss) is the same as net

income (loss).

Recent Accounting Pronouncements

The Company has adopted the following new and revised standards, along with any consequential amendments,

effective January 1, 2013. These changes were made in accordance with the applicable transitional provision.

The  Company conducted a review of each new standard and determined the adoption of the below standards

did not result in any change to the  condensed interim financial statements.

IFRS 10 Consolidated Financial Statements

IFRS 10, Consolidated Financial Statements was issued by the IASB to replace IAS 27, Consolidated and

Separate Financial Statement and SIC-12, Consolidation - Special Purpose Entities. IFRS 10 requires an entity

to consolidate an investee when it has power over the investee, is exposed, or has rights, to variable returns

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

investee. Under existing IFRS, consolidation is required when an entity has the power to govern the financial

and operating policies of an entity so as to obtain benefits from its activities. 

IFRS 11 Joint Arrangements

IFRS 11, Joint Arrangements supersedes IAS 31, Interests in Joint Ventures, and SIC-13, Jointly Controlled

Entities - Non-monetary Contributions by joint venture partners. IFRS 11 requires a joint venture partner to

classify its interest in a joint arrangement as a joint venture or joint operation. Joint ventures will be accounted

for using the equity method of accounting whereas for a joint operation the joint venture partners will recognize

its share of the assets, liabilities, revenue and expenses of the joint operation. Under existing IFRS, entities have

the choice to proportionately consolidate or equity account for interests in joint ventures. 
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IFRS 12 Disclosures of Interests in Other Entities

IFRS 12 Disclosures of Interests in Other Entities was issued by the IASB to create a comprehensive disclosure

standard to address the requirements for subsidiaries, joint arrangements and associates including the reporting

entity’s involvement with other entities. It also includes the requirements for unconsolidated structured entities. 

IFRS 13 Fair Value Measurement

IFRS 13, Fair Value Measurement is a comprehensive standard for fair value measurement and disclosure

requirements for use across all IFRS standards. The new standard clarifies that fair value is the price that would

be received to sell an asset, or paid to transfer a liability in an orderly transaction between market participants, at

the measurement date. It also establishes disclosures about fair value measurement. Under existing IFRS,

guidance on measuring and disclosing fair value is dispersed among the specific standards requiring fair value

measurements and does not always reflect a clear measurement basis or consistent disclosures. 

New Accounting Standards issued but not yet effective

IFRS 9 Financial Instruments

IFRS 9, Financial Instruments was issued by the IASB and will replace IAS 39, Financial Instruments:

Recognition and Measurement. IFRS 9 retains but simplifies the mixed measurement model and establishes two

primary measurement categories for financial assets: amortized cost and fair value through profit or loss. IFRS 9

also replaces the models for measuring equity instruments. Such instruments are either recognized at fair value

through profit or loss or at fair value through other comprehensive income (loss). IFRS 9 is effective for annual

periods beginning on or after January 1, 2015.

4. PROPERTY AND EQUIPMENT

Computer equipment Office equipment Total

Cost

Balance, October 1 , 2011 $ 5,264 $ 2,679 $ 7,943

Balance, September 30, 2012 $ 5,264 $ 2,679 $ 7,943

Balance, September 30, 2013 $ 5,264 $ 2,679 $ 7,943

Balance, December 31, 2013 $ 5,264 $ 2,679 $ 7,943

Accumulated Depreciation

Balance, October 1, 2011 $ 4,833 $ 1,710 $ 6,543

Depreciation for the year 194 194 388

Balance, September 30, 2012 $ 5,027 $ 1,904 $ 6,931

Depreciation for the year 107 155 262

Balance, September 30, 2013 $ 5,134 $ 2,059 $ 7,193

Depreciation for the period $ 14 $ 31 $ 45

Balance, December 31, 2013 $ 5,148 $ 2,090 $ 7,238

Carrying Amounts

As at October 1, 2011 $ 431 $ 969 $ 1,400

As at September 30, 2012 $ 237 $ 775 $ 1,012

As at September 30, 2013 $ 130 $ 620 $ 750

As at December 31, 2013 $ 116 $ 589 $ 705
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5. EXPLORATION AND EVALUATION ASSETS

The Company held an option agreement to earn up to 70% in a Property.  However the Company had decided

to let those claims lapse in 2012 as it was their decision not to further pursue the property and as a result, all

costs associated with the property were written off to operations in fiscal 2012.

6. RECLAMATION BONDS

The Company holds reclamation bonds with the Alberta Energy Regulator as required by section 1.100(2) of

the Oil and Gas Conservation Regulations and Directive 006: License Liability Rating Program and License

Transfer Process.  The reclamation bonds are held for the purposes of the future well abandonment (note 7).

7. ASSET RETIREMENT OBLIGATION

During 2013, the Company set up a provision to close and abandon a well using a discount rate of 5%. The

Company expects to abandon the well in 10 years.  The provision is capitalized as an asset retirement obligation

in the statement of financial position.

8. CAPITAL STOCK

(a) Common shares

Authorized

The authorized capital stock of the Company consists of an unlimited number of common shares.

No shares were issued during the period ended December 31, 2013.

(b) Stock option plan and share-based compensation

The Company has a stock option plan under which it is authorized to grant options to directors, employees and

consultants enabling them to acquire up to 10% of the issued and outstanding common shares of the Company.

Under the plan, the exercise price of each option equals the market price, minimum price, or a discounted price

of the Company's shares as calculated on the date of grant.  The options can be granted for a maximum term of

5 years.  Options issued to consultants vest at 25% every three months.  Options to directors and employees

fully vest immediately upon granting but the common shares on exercise are subject to a four month hold

period from the date of exercise.

Compensation costs have been determined based on the fair value of the options at the grant date using the

Black-Scholes option-pricing model.  Compensation expense of $Nil was recorded in the statement of

operations and comprehensive income (loss) during the period ended December 31, 2013 (2012 - $Nil).

The following table summarizes information concerning the Company's stock options outstanding as at

December 31, 2013:

Number of

Options

Weighted

Average

Exercise Price

Outstanding and exercisable - September 30, 2012 and September 30,

2013 

5,300,000 $ 0.10

Cancelled (300,000) 0.10

Outstanding as at  December 31, 2013 5,000,000 $ 0.10

No stock options were granted during the period ended December 31, 2013.
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The following common share purchase options are outstanding at December 31, 2013:

Date of Grant

Number of options

outstanding and

exercisable

Exercise

Price

Weighted Average

remaining life

(years) Expiry Date

February 1, 2011 5,000,000 $ 0.10 2.09 February 1, 2016

5,000,000

(c) Warrants

The Company had no outstanding share purchase warrants as at December 31, 2013.

9. RELATED PARTY TRANSACTIONS

Related parties and related party transactions impacting the accompanying financial statements are summarized

below and include transactions with the following individuals or entities:

Key management personnel:

Key management personnel include those persons having authority and responsibility for planning, directing

and controlling the activities of the Company as a whole. The Company has determined that key management

personnel consist of executive and non-executive members of the Company’s Board of Directors and corporate

officers.

Remuneration attributed to key management personnel can be summarized as follows:

December 31,
2013

December 31,

2012

Short-term benefits* $ 28,500 $ 28,500

*includes base salaries pursuant to contractual employment, or consultancy arrangements. These have been

recorded in consulting fees and management fees.

There were no transactions with other related parties during the period ended December 31, 2013. 

As at December 31, 2013, amounts due to related parties consist of  $77,390 (September 31, 2013 - $119,964)

to companies controlled by officers and directors of the Company.

During the period ended December 31, 2013, the Company has negotiated with certain directors and an officer

of the Company for the forgiveness agreement in the amount of $67,000.

During the period, ChroMedX advanced $16,000 to the Company.  The amount is non-interest bearing and

without specified terms of repayment.

10. FINANCIAL RISK FACTORS

The Company manages its exposure to a number of different financial risks arising from its operations as well

as its use of financial instruments including market risks (commodity prices,  foreign currency exchange rate and

interest rate), credit risk and liquidity risk through its risk management strategy.  The objective of the strategy is

to support the delivery of the Company's financial targets while protecting its future financial security and

flexibility.

Financial risks are primarily managed and monitored through operating and financing activities and, if required,

through the use of derivative financial instruments. The financial risks are evaluated regularly with due

consideration to changes in the key economic indicators and up-to-date market information.
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The Company’s financial instruments consist of cash and cash equivalents, amounts receivable, due from

related party, reclamation bonds, accounts payable and accrued liabilities, and amounts due to related parties.

The fair value of the Company’s receivables, due from related party,  accounts payable and accrued liabilities,

and amounts due to related parties approximate their carrying value, due to their short-term maturities or ability

of prompt liquidation.  The Company’s cash and cash equivalents are recorded at fair value, under the fair value

hierarchy, based on level one quoted prices in active markets for identical assets or liabilities. The Company’s

other financial instrument, being reclamation bonds, are measured at amortized cost.

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

Market Risk

Market risk is the risk or uncertainty arising from possible market price movements and their impact on the

future performance of the business. These market risks are evaluated by monitoring changes in key economic

indicators and market information on an on-going basis.

a) Interest Rate Risk

The Company has cash balances, and is not at a significant risk to fluctuating interest rates. 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. As of December 31, 2013 , the Company did not have any investments in investment-grade short-

term deposit certificates.

b) Commodity Price Risk

The Company is subject to price risk from fluctuations in market prices of gold, copper and other metals. Gold,

copper and other metal prices historically have fluctuated widely and are affected by numerous factors outside

of the Company's control.

c) Foreign currency risk

As at December 31, 2013, the Company’s expenditures are predominantly in Canadian dollars, and any future

equity raised is expected to be predominantly in Canadian dollars.  During the year ended September 30, 2011,

the Company sold its subsidiaries in the United Kingdom.  As a result, the Company does not believe it has

significant foreign currency risk.

Liquidity Risk

Liquidity risk encompasses the risk that a company cannot meet its financial obligations in full. The Company's

main sources of liquidity is derived from its common stock issuances.  These fund are primarily used to finance

working capital, operating expenses, capital expenditures, and acquisitions.

The Company manages its liquidity risk by regularly monitoring its cash flows from operating activities and

holding adequate amounts of cash and cash equivalents.  

As at December 31, 2013, the Company held cash of $2,535 to settle current liabilities of $158,321. The

Company expects to fund these liabilities through the issuance of capital stock over the coming year.

Credit Risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the

other party to incur a financial loss. Financial instruments that potentially subject the Company to credit risk

consist of cash and cash equivalents. The Company has reduced its credit risk by investing its cash equivalents

with a Canadian chartered bank.
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11. CAPITAL MANAGEMENT

The Company defines capital management in the manner it manages its capital stock. As at December 31, 2013

the Company’s capital stock was $19,466,341.

There were no changes in the Company's approach to capital management during the period ended December

31, 2013 and the Company is not subject to any externally imposed capital requirements.

The Company's objectives when managing capital are:

a) To safeguard  the Company’s financial capacity and liquidity for future earnings in order to continue to

provide an appropriate return to shareholders and other  stakeholders;

b)  To maintain a flexible capital structure which optimizes the cost of capital at an acceptable risk; and

c)  To enable the Company to maximize growth by meeting its capital expenditure budget, to expand its budget

to accelerate projects, and to take advantage of acquisition opportunities.

The Company's capital structure includes components of shareholders’ equity.

The Company regularly monitors and reviews the amount of capital in proportion to risk and future

development and exploration opportunities. The Company manages the capital structure and makes

adjustments to it in the 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 issue new debt or equity or similar

instruments, reduce debt levels from, or make adjustments to, its capital expenditure program.

12. BASIC AND DILUTED LOSS PER SHARE

Basic loss per share has been calculated by dividing the net loss per the financial statements by the weighted

average number of shares outstanding during the year. The fully diluted loss per share would be calculated using

a common share balance increased by the number of common shares that could be issued on the exercise of

outstanding warrants and options of the Company. As the Company is in a loss position for the period ended

December 31, 2013 and 2012, this would be anti-dilutive.
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Management’s Discussion and Analysis of Operations 
For the Three Months ended December 31, 2013 and 2012 
 
This Management’s Discussion and Analysis (“MD&A) is prepared as March 3, 2014 and 
should be read in conjunction with the audited annual financial statements of Monarch Energy 
Limited (“Monarch’ or “Company”) for the year ended September 30, 2013, and which have 
been prepared in accordance with International Financial Reporting Standards (“IFRS”). 
Additional information, including the Annual Information Form can be found on SEDAR, 
www.sedar.com. All amounts are in Canadian dollars. 
 
Management is responsible for the preparation and integrity of the financial statements, 
including the maintenance of appropriate information systems, procedures and internal 
controls and to ensure that information used internally or disclosed externally, including the 
financial statements and MD&A, is complete and reliable. The Company’s board of directors 
follows recommended corporate governance guidelines for public companies to ensure 
transparency and accountability to shareholders. The board’s audit committee meets with 
management quarterly to review the financial statements including the MD&A and to discuss 
other financial, operating and internal control matters. 
 
Caution Regarding Forward Looking Statements 
 
Except for statements of historical fact relating to the Company, certain information contained 
in this MD&A constitutes “forward-looking information” under Canadian securities 
legislation. Forward-looking information includes, but is not limited to, statements with respect 
to the potential of the Company’s properties; the future price of gold; success of exploration 
activities; cost and timing of future exploration and development; the estimation of mineral 
reserves and mineral resources; conclusions of economic evaluations; requirements for 
additional capital; and other statements relating to the financial and business prospects of the 
Company. 
 
Generally, forward-looking information can be identified by the use of forward-looking 
terminology such as “plans”, “expects” or “does not expect”, “is expected”, “budget”, 
“scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate”, 
“believes”, or variations of such words and phrases. Forward-looking information may also be 
identified in statements where certain actions, events or results “may”, “could", "would”, 
“might” or “will be taken”, “occur” or “be achieved”.  
 
Forward-looking information is based on the reasonable assumptions, estimates, analysis and 
opinions of management made in light of its experience and its perception of trends, current 
conditions and expected developments, as well as other factors that management believes to be 
relevant and reasonable in the circumstances at the date that such statements are made.  
 
Forward-looking information is inherently subject to known and unknown risks, uncertainties 
and other factors that may cause the actual results, level of activity, performance or 
achievements of the Company to be materially different from those expressed or implied by such 
forward-looking information, including but not limited to risks related to: 



 

 
• The Company’s goal of creating shareholder value by concentrating on the acquisition and 

development of properties that have the potential to contain economic resources; 
• Management’s economic outlook regarding future trends; 
• The Company’s ability to meet its working capital needs at the current level in the short term;  
• Expectations with respect to raising capital; 
• Sensitivity analysis on financial instruments may vary from amounts disclosed; and 
• Governmental regulation and environmental liability. 
 
Although management of the Company has attempted to identify important factors that could 
cause actual results to differ materially from those contained in forward-looking information, 
other factors could also cause materially different results. There can be no assurance that 
forward-looking statements will prove to be accurate, as actual results and future events could 
differ materially from those anticipated in such statements. Accordingly, readers should not 
place undue reliance on forward-looking information. The Company does not undertake to 
update any forward-looking information, except in accordance with applicable securities laws. 
 
General 
 
Monarch Energy Limited is a Canadian publicly listed public company whose shares trade on 
the TMX Venture Exchange under the symbol “MNL”. 

The current market conditions and volatility increase the uncertainty of the Company’s ability 
to continue as a going concern given the need to both curtail expenditures and to raise additional 
funds. The Company is experiencing, and has experienced, negative operating cash flows. The 
Company will continue to search for new or alternate sources of financing but anticipates that 
the current market conditions may impact the ability to source such funds. 

There can be no assurance that the Company will be able to continue to raise funds in which 
case the Company may be unable to meet its obligations. Should the Company be unable to 
realize on its assets and discharge its liabilities in the normal course of business, the net 
realizable value of its assets may be materially less than the amounts recorded on the balance 
sheets. 
 
Results of Operation 
 
On December 20, 2013, the Company has entered into a share exchange agreement with 
ChroMedX Ltd.. ("ChroMedX") and ChroMedX Inc. pursuant to which the Company has 
agreed to acquire from the ChroMedX shareholders all of the issued and outstanding shares of 
ChroMedX in exchange for an equal number of common shares in the capital of the Company. 
It is expected, and as a condition of completion of the acquisition, that ChroMedX will be the 
registered holder of certain patents and patents pending in the biomedical technology field 
currently held by ChroMedX Inc.. 
 
ChroMedX is a private company incorporated pursuant to the laws of Ontario. Concurrent with 
or prior to completion of the acquisition, the Company will consolidate its common shares on a 
10:1 basis as previously approved by the Company shareholders at the annual general and 
special meeting held on July 18, 2013, such that following completion of the acquisition the 



 

Company will have issued a maximum of up to 28.5 million common shares in the capital of the 
Company to ChroMedX shareholders for all of the issued and outstanding common shares of 
ChroMedX. This will result in former ChroMedX shareholders holding approximately 73.37% 
of the issued and outstanding common shares of the Company and, accordingly, ChroMedX 
becoming a wholly owned subsidiary of the Company following completion of the acquisition. 
 
In connection with and as a condition of completion of the acquisition, the Company will seek 
to obtain a listing of its common shares on the Canadian National Stock Exchange ("CNSX") 
and concurrently apply for a delisting of its common shares from the facilities of the TSX 
Venture Exchange ("TSX-V"). It is expected that the Company will delist from the TSX-V 
concurrent with the listing on the CNSX so that there is no gap in a trading market for the 
common shares. The Company has requested the TSX-V to halt the trading of its common 
shares in anticipation of the Company obtaining approval from the CNSX with respect to the 
listing on the CNSX. 
 
In order to satisfy certain conditions of the acquisition, among other things, ChroMedX will be 
required to complete a private placement financing totaling a minimum of $600,000 and a 
maximum of $1.2 million through the issuance of 12 million units of ChroMedX at a price of 
$0.10 per unit. Each unit will consist of the following: one ChroMedX common share; one-half 
common share purchase warrant, each whole warrant entitling the holder to acquire one 
ChroMedX common share at an exercise price of $0.15 for a period of 12 months following 
issuance of the warrant; and one-half common share purchase warrant, each whole warrant 
entitling the holder to acquire one ChroMedX common share at an exercise price of $0.25 for a 
period of 18 months following issuance of the warrant. The ChroMedX common shares, and 
any common shares to be issued on exercise of the warrants, will be subject to a four month 
hold period commencing from the date of issuance. The completion of the acquisition is 
conditional upon, among other things, the receipt of all necessary TSX-V, CNSX and 
shareholder approvals, the private placement being completed, and satisfaction of customary 
due diligence investigations of the Company and ChroMedX. In addition, it is anticipated that 
all outstanding stock options of the Company will be cancelled prior to completion of the 
acquisition. 
 
 
Selected quarterly Information 
 
The following table sets forth selected financial information for Monarch for the three months 
ended December 31, 2013 and 2012. This information has been derived from the Company’s 
financial statements for each of those quarters, and should be read in conjunction with those 
financial statements and the notes thereto.  
 
 
   
 Three months ended December 31,  
 2013 2012  
Petroleum revenues, net of royalties nil $      3,348  
Petroleum and natural gas related expenses nil $      3,385  
Office, general and administrative $4,659 $      3,484  



 

Gain (loss) for the year $14,627 $  (34,737)  
Loss per share $0.00 $        0.00  
    
Total assets $81,495 $     90,944  
Total Liabilities $187,175 $     71,759  
Working capital (deficiency) $(154,269) $  (10,164)  

Per share amounts are calculated using the weighted have not been calculated, as they would be anti-dilutive.  
average number of shares outstanding. Fully diluted loss per share amounts  
 
 
Revenue and Expenses 
 
For the three months ended December 31, 2013 
 
The net income (loss) for the three months ended December 31, 2013 was 14,627 ($0.00/share) 
compared to net loss for the three months ending December 31, 2012 of ($34,737) 
($0.00/share). 
 
Petroleum and natural gas revenues decreased to $nil for the three months ended December 31, 
2013 from $3,348 revenue for the three months ended December 31, 2012. The revenue was 
generated from its Alberta interests that were sold during the previous year. No other revenue is 
to be expected.  
 
Loss from operations increased to $14,522 for the three months ended December 31, 2013 from 
$34,707 for the three months ended December 31, 2012.  
 
Office, general, and administrative increased $1,175 to $4,659 for the three months ended 
December 31, 2012. The increase was inline with the previous quarter ending December 31, 
2012. 
 
Management fees are for the President at the rate of $3,500 per month to total $10,500 for the 
three months ended December 31, 2013 and 2012. 
 
Consulting fees for the three months ending December 31, 2013 and 2012 were consistent at 
$23,000. 
 
Professional fees increased for the three months ended December 31, 2013 from the three 
months ended December 31, 2012 by $11,433 to $11,707 primarily as a result of activity in 
evaluating alternative business activities . 
 
 
 
 
 
 
 
 



 

Summary of Quarterly Results 
 
The following table is a summary of selected unaudited financial information for the eight most 
recent fiscal quarters.           
                                                     

Quarter ended Petroleum and natural 
gas revenue, 

net of royalties 

Net income (loss) Net income (loss) per share  

December 31, 2013 Nil $       (14,627) $   (0.00) 

September 30, 2013* Nil $       (41,537) $   (0.00) 
June 30, 2013* Nil $       (40,016) $   (0.00) 
March 31, 2013* Nil $       (57,969) $   (0.00) 

December 31, 2012 $       3,348 $       (34,707) $   (0.00) 

September 30, 2012* $   115,669 $      275,476 $   (0.00) 
June 30, 2012* $     10,355 $       (57,927) $   (0.00) 
March 31, 2012* $       7,916 $       (77,491) $   (0.00) 
    
*IFRS reporting 
 

  Fully diluted loss per share 
amounts are not shown as 
they would be anti-dilutive.  

 
There can be significant variances in the Company’s reported loss from quarter to quarter 
arising from factors that are difficult to anticipate in advance or to predict from past results. One 
of these factors includes the volatility of petroleum and natural gas prices, which have 
fluctuated widely during recent years  
 
 
Liquidity 
 
Although the Company has some petroleum revenue in the past, the majority of financing of 
operations is achieved by issuing share capital. At the three months ended December 31, 2013, 
the Company had a bank position of $2,535 (September 30, 2013 - $9,574), GST/HST 
receivable of $1,202 (September 30, 2013 – $(2,154) and accounts receivable of $315 
(September 30, 2013 - $315). The Company has accounts payable relating to administrative 
activities in the amount of $64,931 (September 30, 2013 - $50,722) and due to related parties in 
the amount of $77,390 (September 30, 2013 - $119,964). The Company had a negative working 
capital of ($154,269) at December 31, 2013 (September 30, 2013 - $162,951). 
 
Capital Resources 
 
The Company’s primary capital assets at December 31, 2013 are its reclamation bonds of 
$47,884 (September 30, 2013 - $41,894) and property and equipment of $705 (September 30, 
2013 - $750).  
 
Financing Activities          
 
The Company was not involved in any financing activities during the three months ended 
December 31, 2013. 
 



 

Investing Activities 
 
The Company was not involved in any financing activities during the three months ended 
December 31, 2013. 
 
Off-Balance Sheet Arrangements          
 
At the date of this report, the Company had no material off-balance sheet arrangements 
 
Transactions with Related Parties 
 

Related parties and related party transactions impacting the accompanying financial 
statements are summarized below and include transactions with the following individuals 
or entities: 

Key management personnel: 

Key management personnel include those persons having authority and responsibility for 
planning, directing and controlling the activities of the Company as a whole. The Company 
has determined that key management personnel consist of executive and non-executive 
members of the Company’s Board of Directors and corporate officers. 

Remuneration attributed to key management personnel can be summarized as follows: 
 

 December 31, 2013 December 31, 2012 

Short-term benefits* $ 33,500  $ 28,500  

 
  

*includes base salaries pursuant to contractual employment, or consultancy arrangements. 
These have been recorded in consulting fees and management fees. 

There were no transactions with other related parties during the period ended December 31, 
2013.  

As at December 31, 2013, amounts due to related parties consist of  $74,025 (September 
31, 2013 - $119,964) to companies controlled by officers and directors of the Company. 

During the period ended December 31, 2013, the Company has negotiated with certain 
directors and an officer of the Company for the forgiveness agreement with one of its 
creditors. The outstanding indebtedness of the Company was reduced in the amount of 
$67,000. 

 
Events After Quarter End 

 
Nil 

 
 
 
 



 

Critical Accounting Policies and Estimates 
 
Going concern 
 
These unaudited interim financial statements have been prepared in accordance with IFRS 1 and 
IAS 34 on a going concern basis which assumes that the Company will be able to realize its 
assets and discharge its liabilities in the normal course of business for the foreseeable future.  
The Company has incurred losses from inception and the inability to raise additional financing 
may impact the future assessment of the Company as a going concern.  The Company’s ability 
to continue as a going concern is dependent upon its ability to attain future profitable operations 
and to obtain the necessary financing to meet its obligations and repay its liabilities arising from 
normal business operations when they come due.  While the company has been successful in 
obtaining its required financing in the past, there is no assurance that such financing will be 
available in the future.  These financial statements do not include any adjustments to the 
amounts and classification of asset’s and liabilities that might be necessary should the Company 
not be able to continue as a going concern.  
 
 
Significant accounting judgments and estimates 
 
The preparation of financial statements in conformity with IFRS requires management to make 
estimates and assumptions that affect the reported amount of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Significant areas requiring the 
use of management estimates relate to the determination of carrying value of resource 
properties, warrants, stock-based compensation, and deferred tax assets and liabilities. Financial 
results as determined by actual events could differ from those estimates. 
 

   
 
Risks and Uncertainties 
 
 
The Company has no significant source of operating cash flow and no revenue from operations. 
The Company has not determined whether its resource properties contain reserves that are 
economically recoverable. The Company has limited financial resources.  
 
The Company may be subject to risks which could not reasonably be predicted in advance. 
Events such as labour disputes, environmental issues, natural disasters or estimation errors are 
prime examples of industry related risks. 
 
 
The Company is subject to the laws and regulations relating to environmental matters in all 
jurisdictions in which it operates, including provisions relating to property reclamation, 
discharge of hazardous material and other matters. 
 



 

Environmental Risks and Hazards 
 
All phases of Monarch’s exploration operations are subject to environmental regulations in the 
jurisdictions it operates.  Environmental legislation is evolving in a manner which will require 
stricter standards and enforcement, increased fines and penalties for non-compliance, more 
stringent environmental assessments of proposed projects and a heightened degree of 
responsibility for companies and their officers, directors and employees. There is no assurance 
that future changes in environmental regulation, if any, will not adversely affect Monarch’s 
operations. Environmental hazards may exist on the properties on which Monarch holds 
interests, which are unknown to Monarch at present and which may have been caused by 
previous or existing owners or operators of the properties. Monarch may become liable for such 
environmental hazards caused by previous owners and operators of the properties even where it 
has attempted to contractually limit its liability. Government approvals and permits are 
currently and may in the future be required in connection with Monarch’s operations. To the 
extent such approvals are required and not obtained; Monarch may be curtailed or prohibited 
from proceeding with planned exploration or development of mineral properties. Failure to 
comply with applicable laws, regulations and permitting requirements may result in 
enforcement actions thereunder, including orders issued by regulatory or judicial authorities 
which may cause operations to cease or be curtailed and may include corrective measures 
requiring capital expenditures, installation of additional equipment, or remedial actions. Parties 
engaged in mining operations may be required to compensate those suffering loss or damage by 
reason of the mining activities and may have civil or criminal fines or penalties imposed for 
violations of applicable laws or regulations. 
 
Amendments to current laws, regulations and permits governing operations and activities of 
exploration companies, or more stringent implementation thereof, could have a material adverse 
impact on Monarch and cause increases in exploration expenses, capital expenditures and 
production costs. They may also cause a reduction in levels of production at producing 
properties or they may require abandonment or delays in development of new properties.  
 
While all steps will be taken to prevent discharges of pollutants into the environment, Monarch 
may become subject to liability for hazards against which it cannot be insured. The Company is 
subject to all environmental acts and regulations at the federal and provincial levels. 
 
To the Company’s knowledge, there are no liabilities to date which relate to environment risks 
or hazards. 
 
Evaluation of Disclosure Controls 
 
As required by Multilateral Instrument 52-109, management carried out an evaluation of the 
effectiveness of the design and operation of the Company’s disclosure controls and procedures 
as of December 31, 2013. These controls continue to be monitored regularly and in the future, 
an independent party will be engaged to test these controls. Based on the current evaluation, the 
Chief Executive Officer and Chief Financial Officer concluded that the company’s disclosure 
controls and procedures are effective in recording, processing, summarizing and reporting, on a 
timely basis, information required to be disclosed by the Company to satisfy its continuous 
disclosure obligations, and are effective in ensuring that information required to be disclosed in 



 

reports that the Company files is accumulated and communicated to management as appropriate 
to allow for timely decisions regarding required disclosure. These comments are made within 
the context that the Company is a small business and as such there is little segregation of duties. 
 
Corporate Governance Matters 
 
Monarch has an independent audit committee and a compensation committee that meets 
periodically as required to review and approve financial statements and to approve management 
compensation.  
 
  
Share Data 
 
The following sets forth the outstanding securities of the Company as at December 31, 2013:  

 
The authorized capital of the Company consists of an unlimited number of common shares 
 
(a) Common Shares – 101,851,860 
(b) Stock Options – 5,000,000 
(c) Warrants – Nil 

 
 
Additional information relating to the Company’s operations and activities can be found by 
visiting the Company’s website at www.monarchenergy.ca and by assessing the Company’s 
public documents filed on SEDAR at www.sedar.com   
 
 
Signed 
 
“Alex Falconer” 
CFO 
March 3, 2014 
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ChroMedX Ltd.
Financial Statements

For the Period From December 3, 2013 (Date of
Incorporation) To December 31, 2013



INDEPENDENT AUDITORS' REPORT
To the Shareholders of ChroMedX Ltd.

We have audited the accompanying financial statements of ChroMedX Ltd. which comprise the statement of financial position as at
December 31, 2013 and the statements of operations and comprehensive loss, changes in equity and cash flows for the period
from December 3, 2013 (date of incorporation) to December 31, 2013 and a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted our audit in
accordance with Canadian generally accepted auditing standards.  Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error.  In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control.  An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of ChroMedX Ltd. as at
December 31, 2013, and its financial performance and its cash flows for the period from December 3, 2013 (date of
incorporation) to December 31, 2013 in accordance with International Financial Reporting Standards. 

Licensed Public Accountants
Chartered Accountants
May 16, 2013
Toronto, Ontario
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ChroMedX Ltd.
Statement of Financial Position
As at December 31, 2013

2013

Assets

Current
Cash and cash equivalents $ 11,537
Subscription receivable 1
GST/HST receivable 53

11,591
Due from Monarch (Note 3) 16,000

$ 27,591

Shareholders' Equity

Share capital (Note 4) $ 1

Shares to be issued (Note 4) 28,000

Deficit (410)

$ 27,591

Approved by the Board "James Samsoondar"
          Director (Signed)

See accompanying notes 2



ChroMedX Ltd.
Statement of Operations and Comprehensive Loss
Period From December 3, 2013 (Date of Incorporation) To December 31, 2013

2013

Expenses 
Professional Fees $ 410

Net loss and comprehensive loss $ (410)

See accompanying notes 3



ChroMedX Ltd.
Statement of Changes in Equity
Period From December 3, 2013 (Date of Incorporation) To December 31, 2013

2013

Shares Retained
Share to be Earnings
Capital Issued (Deficit) Total

Shares issued $ 1 $ 28,000 $ - $ 28,001
Net loss for the period - - (410) (410)

As at December 31, 2013 $ 1 $ 28,000 $ (410) $ 27,591

See accompanying notes 4



ChroMedX Ltd.
Statement of Cash Flows
Period From December 3, 2013 (Date of Incorporation) To December 31, 2013

2013

Cash provided by (used in)

Operations
Net loss $ (410)
Items not affecting cash

Change in GST/HST receivable (53)

(463)

Investing
Amounts loaned to Monarch (16,000)

Financing
Shares to be issued 28,000

Cash end of period $ 11,537

See accompanying notes 5



ChroMedX Ltd.
Notes to Financial Statements
December 31, 2013

1. NATURE OF OPERATIONS AND GOING CONCERN

ChroMedX (the “Company”) was incorporated and organized under the laws of the Province of
Ontario on December 3, 2013. The principal business address of the Company is 365 Bay Street,
Suite 400, Toronto, Ontario, M5H 2V1.

On December 20, 2013, the Company entered into a share exchange agreement with Monarch
Energy Ltd. ("Monarch"). Monarch has agreed to acquire from the Company's shareholders all of
the issued and outstanding shares of the Company in exchange for an equal number of common
shares in the capital of Monarch. It is expected, and as a condition of completion of the acquisition,
that the Company will be the registered holder of certain patents and patents pending in the
biomedical technology field. Currently no patents are held by the Company.

The financial statements  were authorized and approved by the Board of Directors on May 16,
2014.

2. SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRS") as issued by the International Accounting Standards Board ("IASB").

Basis of Preparation

The financial statements are presented in Canadian dollars, which is the Company's functional and
reporting currency.

The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities.
The estimates and associated assumptions are based on anticipations and various other factors
that are believed to be reasonable under the circumstances, the results of which form the basis of
making the judgments about carrying values of assets and liabilities that are not readily apparent
from other sources.  Actual results may differ from these estimates.

Financial Instruments

All financial instruments are recorded initially at fair value. In subsequent periods, all financial
instruments are measured based on the classification adopted for the financial instrument: held to
maturity, loans and receivables, fair value through profit or loss (“FVTPL”), available for sale,
FVTPL liabilities or other liabilities.

FVTPL assets and liabilities are subsequently measured at fair value with the change in the fair
value recognized in net income (loss) during the period.

Held to maturity assets, loans and receivables, and other liabilities are subsequently measured at
amortized cost using the effective interest rate method

Available for sale assets are subsequently measured at fair value with the changes in fair value
recorded in other comprehensive income (loss), except for equity instruments without a quoted
market price in an active market and whose fair value cannot be reliably measured, which are
measured at cost.
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ChroMedX Ltd.
Notes to Financial Statements
December 31, 2013

2. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Financial Instruments (Cont'd)

The Company has classified its financial instruments as follows:

Financial Instrument Classification
Cash FVTPL
Due from Monarch Amortized cost
Subscription Receivable Amortized cost

The Company's financial instruments measured at fair value on the balance sheet consist of cash
and accrued liabilities.  Cash is measured at level 1 of the fair value hierarchy. There are three
levels of the fair value hierarchy as follows:

Level 1: Values based on unadjusted quoted prices in active markets that are accessible at the
measurement date for identical assets or liabilities.

Level 2: Values based on quoted prices in markets that are not active or model inputs that are
observable either directly or indirectly for substantially the full term of the asset or liability.

Level 3: Values based on prices or valuation techniques that require inputs that are both
unobservable and significant to the overall fair value measurement.

3. DUE FROM MONARCH

During the period, the Company advanced $16,000 to ChroMedX. The amount is non-interest
bearing and without specified terms of repayment.

4. SHARE CAPITAL

On formation, the owner of the Company purchased 100 shares of the company for $1 per share.

Subsequent to year-end, investors subscribed for 1,500,000 units of the Company at $0.02 per unit.
Each unit consists of one common share and one common share purchase warrant.  Each warrant
entitles the holder one common share for a period of 18 months following the date of a listing on a
recognized Canadian Stock Exchange.  $28,000 have been received on these units prior to year-
end, and have been reflected as shares to be issued.  Further, investors subscribed for 3,000,000
common shares at $0.02 per share.
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ChroMedX Ltd.
Notes to Financial Statements
December 31, 2013

5. FINANCIAL AND CAPITAL RISK MANAGEMENT

The Company's objective when managing capital is to maintain its ability to continue as a going
concern in order to provide returns for its partners and benefits for other stakeholders.

The Company includes shareholder's equity in the definition of capital.

The Company's primary objective with respect to its capital management is to ensure that it has
sufficient cash resources to fund its operations.  To secure the additional capital necessary to
pursue these plans, the Company may attempt to raise additional funds through investments by its
shareholders.

Risk Disclosure and Fair Value

The fair value of all the companies' financial instruments approximate fair value due to the short
term nature of these instruments. It is management's opinion that the Company is not exposed to
significant interest, currency, liquidity or credit risks arising from these financial instruments.

6. KEY MANAGEMENT COMPENSATION

No amounts were incurred relating to compensation for key management.

7. EARNINGS PER SHARE

Basic and diluted loss per share for the year was $4.10.  The weighted average shares outstanding
for the year was 100 shares. 
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Management’s Discussion and Analysis of Operations 

From date of incorporation, December 3, 2013 to December 31, 2013 

 

This Management’s Discussion and Analysis (“MD&A) is prepared as of May 16, 2014 and 

which have been prepared in accordance with International Financial Reporting Standards 

(“IFRS). All amounts are in Canadian dollars. 

 

Management is responsible for the preparation and integrity of the financial statements, 

including the maintenance of appropriate information systems, procedures and internal 

controls and to ensure that information used internally or disclosed externally, including the 

financial statements and MD&A, is complete and reliable.  

 

Caution Regarding Forward Looking Statements 

 

Except for statements of historical fact relating to the Company, certain information contained 

in this MD&A constitutes “forward-looking information” under Canadian securities 

legislation.  

 

Generally, forward-looking information can be identified by the use of forward-looking 

terminology such as “plans”, “expects” or “does not expect”, “is expected”, “budget”, 

“scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate”, 

“believes”, or variations of such words and phrases. Forward-looking information may also be 

identified in statements where certain actions, events or results “may”, “could", "would”, 

“might” or “will be taken”, “occur” or “be achieved”.  

 

Forward-looking information is based on the reasonable assumptions, estimates, analysis and 

opinions of management made in light of its experience and its perception of trends, current 

conditions and expected developments, as well as other factors that management believes to be 

relevant and reasonable in the circumstances at the date that such statements are made.  

 

Forward-looking information is inherently subject to known and unknown risks, uncertainties 

and other factors that may cause the actual results, level of activity, performance or 

achievements of the Company to be materially different from those expressed or implied by such 

forward-looking information, including but not limited to risks related to: 

 

• Management’s economic outlook regarding future trends; 

• The Company’s ability to meet its working capital needs at the current level in the short term;  

• Expectations with respect to raising capital; 

• Sensitivity analysis on financial instruments may vary from amounts disclosed; and 

• Governmental regulation 

 

Although management of the Company has attempted to identify important factors that could 

cause actual results to differ materially from those contained in forward-looking information, 

other factors could also cause materially different results. There can be no assurance that 

forward-looking statements will prove to be accurate, as actual results and future events could 

differ materially from those anticipated in such statements. Accordingly, readers should not 



 

place undue reliance on forward-looking information. The Company does not undertake to 

update any forward-looking information, except in accordance with applicable securities laws. 

 

General 

 

Chromedx Ltd. is a Canadian private company. 

 

Results of Operation 

 

On December 20, 2013, Chromedx Ltd. (“the Company”) entered into a share exchange 

agreement with Monarch Energy Ltd. (“Monarch”) pursuant to which the Company has agreed 

to sell to Monarch all of the issued and outstanding shares of ChroMedX in exchange for an 

equal number of common shares in the capital of Monarch. It is expected, and as a condition of 

completion of the acquisition, that ChroMedX will be the registered holder of certain patents 

and patents pending in the biomedical technology field currently held by ChroMedX Inc.. 

 

Concurrent with or prior to completion of the acquisition, Monarch will consolidate its common 

shares on a 20:1 basis as previously approved by Monarch shareholders at the annual general 

and special meeting held on July 18, 2013, such that following completion of the acquisition 

Monarch will have issued and outstanding approximately 5,092,593 common shares in the 

capital of Monarch and Monarch will issue 31,500,100 common shares for all of the issued and 

outstanding common shares of ChroMedX. This will result in former ChroMedX shareholders 

holding approximately 86.06% of the issued and outstanding common shares of Monarch and, 

accordingly, ChroMedX becoming a wholly owned subsidiary of Monarch following 

completion of the acquisition. 

 

In connection with and as a condition of completion of the acquisition, Monarch will seek to 

obtain a listing of its common shares on the Canadian Securities Exchange ("CSE") and 

concurrently apply for a delisting of its common shares from the facilities of the TSX Venture 

Exchange ("TSX-V"). It is expected that the Company will delist from the TSX-V concurrent 

with the listing on the CSE so that there is no gap in a trading market for the common shares. 

Monarch has requested the TSX-V to halt the trading of its common shares in anticipation of 

Monarch obtaining approval from the CSE with respect to the listing on the CSE. 

 

In order to satisfy certain conditions of the acquisition, among other things, ChroMedX will be 

required to complete a private placement financing totaling a minimum of $400,000 and a 

maximum of $1.2 million through the issuance of up to 12,000,000 units of ChroMedX at a 

price of $0.10 per unit. Each unit will consist of the following: (i) one ChroMedX common 

share; (ii) one-half common share purchase warrant, each whole warrant entitling the holder to 

acquire one ChroMedX common share at an exercise price of $0.15 for a period of 12 months 

following issuance of the warrant; and one-half common share purchase warrant, each whole 

warrant entitling the holder to acquire one ChroMedX common share at an exercise price of 

$0.25 for a period of 24 months following issuance of the warrant. The ChroMedX common 

shares, and any common shares to be issued on exercise of the warrants, will be subject to a four 

month hold period commencing from the date of issuance. The completion of the acquisition is 

conditional upon, among other things, the receipt of all necessary TSX-V, CSX and shareholder 

approvals, the private placement being completed, and satisfaction of customary due diligence 



 

investigations of Monarch and ChroMedX. In addition, it is anticipated that all outstanding 

stock options of  Monarch will be cancelled prior to completion of the acquisition. 

 

 

Selected quarterly Information 

 

The following table sets forth selected financial information for the Company from the date of 

incorporation December 3, 2013, to December 31, 2013. This information has been derived 

from the Company’s financial statements for this period, and should be read in conjunction with 

those financial statements and the notes thereto.  

 

 

   

 Date of incorporation, December 06, 

2013 to December 31, 

 

    

Income nil   

    

Professional fees $410   

Gain (loss) for the year $(410)   

Loss per share $(4.10)   

    

Total assets $27,591   

Total Liabilities Nil   

Working capital (deficiency) $27,591   
Per share amounts are calculated using the weighted have not been calculated, as they would be anti-dilutive.  
average number of shares outstanding. Fully diluted loss per share amounts  

 

 

Revenue and Expenses 

 

For the period from the date of Incorporation, December 6, 2013 to the fiscal year end, 

December 31, 2013. 

 

The net income (loss) for the period ended December 31, 2013 was ($410)($4.10/share). 

 

 

Professional fees for the period ending December 31, 2013 was $410. 

 

 

 

 

Summary of Quarterly Results 

 

The following table is a summary of selected unaudited financial information for the eight most 

recent fiscal quarters.           

                                                     



 

Quarter ended Income Net income (loss) Net income (loss) per share 
 

December 31, 2013 Nil $       (410) $   (4.10) 

    

    

*IFRS reporting 
 

  Fully diluted loss per share 
amounts are not shown as 
they would be anti-dilutive.  

 

There can be significant variances in the Company’s reported loss from quarter to quarter 

arising from factors that are difficult to anticipate in advance or to predict from past results.  

 

 

Liquidity 

 

The majority of financing of operations is achieved by issuing share capital. At the period ended 

December 31, 2013, the Company had a bank position of $11,537, GST/HST receivable of $53 

and Subscription receivable of $1. The Company has no accounts payable or liabilities. The 

Company had a negative working capital of ($27,591) at December 31, 2013. 

 

Financing Activities          

 

The Company issued 100 shares for $1 for founder’s shares. The Company also received 

$28,000 in cash of a $90,000 financing recorded in the books of the Company. The $90,000 

financing consisted of a) 1,500,000 units at $0.02 per unit, each Unit consisting of the 

following: (i) one (1) common share of the Company (a “Common Share”); and (ii) a one 

common share purchase warrant, with each whole warrant entitling the holder thereof to acquire 

one (1) Common Share at an exercise price of $0.15 for a period of eighteen (18) months from 

the date the Company lists on a recognized Canadian stock exchange and b) 3,000,000 Common 

Shares of the Company  at $0.02 per common share.  

 

Investing Activities 
 

The Company was not involved in any financing activities during the three months ended 

December 31, 2013. 

 

Off-Balance Sheet Arrangements          

 

At the date of this report, the Company had no material off-balance sheet arrangements 

 

Transactions with Related Parties 

 

Nil 

 

Events After Quarter End 

 

Nil 

 

 



 

Critical Accounting Policies and Estimates 
 

Going concern 

 

These unaudited interim financial statements have been prepared in accordance with IFRS 1 and 

IAS 34 on a going concern basis which assumes that the Company will be able to realize its 

assets and discharge its liabilities in the normal course of business for the foreseeable future.  

The Company has incurred losses from inception and the inability to raise additional financing 

may impact the future assessment of the Company as a going concern.  The Company’s ability 

to continue as a going concern is dependent upon its ability to attain future profitable operations 

and to obtain the necessary financing to meet its obligations and repay its liabilities arising from 

normal business operations when they come due.  While the company has been successful in 

obtaining its required financing in the past, there is no assurance that such financing will be 

available in the future.  These financial statements do not include any adjustments to the 

amounts and classification of asset’s and liabilities that might be necessary should the Company 

not be able to continue as a going concern.  

 

 

Significant accounting judgments and estimates 

 

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

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

of contingent assets and liabilities at the date of the financial statements and the reported 

amounts of revenues and expenses during the reporting period. Significant areas requiring the 

use of management estimates relate to the determination of carrying value of resource 

properties, warrants, stock-based compensation, and deferred tax assets and liabilities. Financial 

results as determined by actual events could differ from those estimates. 

 

   

 

Risks and Uncertainties 

 

 

The Company has no significant source of operating cash flow and no revenue from operations. 

The Company has limited financial resources.  

 

The Company may be subject to risks which could not reasonably be predicted in advance.  

 

 

Share Data 

 

The following sets forth the outstanding securities of the Company as at December 31, 2013:  

 

The authorized capital of the Company consists of an unlimited number of common shares 

 

(a) Common Shares – 100 



 

(b) Stock Options – Nil 

(c) Warrants – Nil 

 

 

 

 

Signed 

 

“James Samsoondar” 

CEO 

May 16, 2014 
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PRO FORMA FINANCIAL STATEMENTS OF 

MONARCH ENERGY LIMITED 

AS AT DECEMBER 31, 2013 

(Unaudited) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

See accompanying notes to pro forma financial statements 

 

 

Monarch Energy Limited 

Pro Forma Statement of Financial Position  

As December 31, 2013 

(Unaudited)  

     

 

                
                

      Monarch ChroMedx   Pro Forma   

    31-Dec-13 31-Dec-13 Note Adjustments  Pro Forma  

Current assets               
Cash    

  

$2,535  $11,537  (1) $400,0000 

    

          (2) $62,001   
          (5) ($50,000)   

          (5) ($32,000) $394,073  

Accounts receivable     $315  $0     $315  

Subscription receivable     $0  $1   ($1)   

GST/HST receivable     $1,202  $53     $1,255  

      $4,052  $11,591   $380,000  $395,643  

Intangible Assets         (3) $1,500,000  $1,500,000  
Property, Plant and equipment     $705       $705  

Reclamation bonds     $47,884       $47,884  

Asset retirement obligation     $28,854       $28,854  

      $77,443  $0   $1,500,000  $1,577,443  

Total Assets     $81,495  $11,591   $1,880,000  $1,973,086  

               
Accounts payable and accrued 

liabilities 

  

  

$64,931  $0     $64,931  

               
Due to related parties     $77,390       $77,390  

      $142,321  $0   $0  $142,321  

               

Provision for well abandonment 
costs 

  
  

$28,854       $28,854  

InterCompany     $16,000  ($16,000)    $0  

      $187,175  ($16,000)    $171,175  

               
Capital stock     $19,466,341  $1  (1) $400,000    

          (2) $90,000    

          (3) $1,500,000    
          (4) ($19,466,341)   

          (5) ($50,000)   

          (5) ($32,000)   
          (7) $627,671  $2,535,672  

               

Shares to be issued       $28,000   ($28,000) $0  
Contributed surplus     $1,636,009    (6) ($1,636,009) $0  

               

Retained earnings (deficit)     ($21,208,030) ($410) (4) $19,466,341  ($733,761) 
          (6) $1,636,009    

          (7) $        627,671    

               

Total shareholders’ equity 

(deficiency) 

    ($105,680) $27,591   $1,880,000  $1,801,911  

Total liabilities and shareholders' 

equity 

              

      $81,495  $11,591    $1,880,000  $1,973,086 
  

 

 



 

See accompanying notes to pro forma financial statements 

 

 

Monarch Energy Limited 

Pro Forma Statement of Operations and Comprehensive Loss   

Three months ended December 31, 2013  

(Unaudited)  

     

 

 

      Pro Forma   

    Monarch Chromedx Adjustments   

    31-Dec-13 31-Dec-13     

 

Interest earned 

  

$           105  

  

$                  - 

                         

   $                   -    

  

$                 105  

               105                      -                            -                       105  

          

Expenses         

  Transaction costs of RTO                   -                        -                 627,671               627,671  

  Amortization                 46                        -                            -                       46  

  Interest and bank charges                   -                        -                            -                          -  

  Management fees          10,500                        -                            -                 10,500  

  Office, general and administrative            4,659                        -                            -                   4,659  

  Consulting fees          18,000                        -                            -                 18,000  

  Transfer Agent and filing fees            7,566                        -                            -                   7,566  

  Professional fees          11,707                    410                            -                 12,117  

  Forgiveness of accounts payable         (67,000)                       -                            -                (67,000) 

     $      (14,522) $                410   $              627,671   $            613,559  

Net Loss  $        (4,627) $                410  $              627,671  $            613,454 

      

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

See accompanying notes to pro forma financial statements 

 

 

Monarch Energy Limited 

Notes to Pro Forma Financial Statements 

As December 31, 2013 

(Unaudited) 

     

 

1. BASIS OF PRESENTATION  

These accompanying unaudited pro forma   statement of financial position of Monarch Energy Limited 

(“Monarch” or “the Company”) as at December 31, 2013 and the unaudited pro forma   statements of 

operations and comprehensive loss for the three-month period ended December 31, 2013 and the year ended 

September 30, 2013 (the “Pro Forma Financial Statements”) of Monarch Energy Limited (“Monarch” or “the 

Company”) have been prepared by management in accordance International Financial Reporting Standards 

(“IFRS”) from information derived from the financial statements of Monarch and the financial statements of 

ChroMedX Ltd. (“ChroMedX”). The unaudited Pro Forma Financial Statements have been prepared for 

inclusion in the Listing Statement in conjunction with the proposed Acquisition of 100% of the issued and 

outstanding capital stock of ChroMedX (the “Acquisition”).  

The unaudited Pro Forma Statements of financial position as at December 31, 2013 gives effect to the 

Acquisition of ChroMedX by the Company as if it had occurred on December 31, 2013.  The unaudited Pro 

Forma Statements of operations and comprehensive loss for the year ended September 30, 2013 and the 

unaudited Pro Forma Financial Statements of operations and comprehensive loss for the three months ended 

December 31, 2013 gives effect to the Acquisition as if it had occurred on January 1, 2014.  

The unaudited Pro Forma Financial Statements have been derived from:  

a)  the unaudited condensed interim financial statements of the Company for the three months ended 

December 31, 2013  

b)  the audited financial statements of the Company for the year ended September 30, 2013     

c)  the audited financial statements of ChroMedX for the year ended December 31, 2013.  

The unaudited pro forma adjustments are based on currently available information and certain assumptions 

that management believes are reasonable.   

The unaudited Pro Forma Financial Statements have been prepared for illustrative purposes only and may 

not be indicative of the combined entities’ financial position and results of operations that would have 

occurred if the Acquisition had been in effect at the date indicated. Actual amounts recorded upon 

consummation of the agreement will likely differ from those recorded in the unaudited Pro Forma   Financial 

Statement information. The pro forma adjustments and allocations of the purchase price are based in part on 

estimates of the fair value of assets acquired and liabilities to be assumed. The final purchase price allocation 

will be completed after asset and liability valuations are finalized as of the date of the completion of the 

Acquisition.   

 

 

 

 

 

 

 

 



 

See accompanying notes to pro forma financial statements 

 

 

 

MONARCH ENERGY LIMITED  
NOTES TO PRO FORMA   FINANCIAL STATEMENTS (Unaudited) (Expressed in Canadian Dollars, except 

where specified otherwise) December 31, 2013  

1.  BASIS OF PRESENTATION (continued)  

The actual fair values of the assets and liabilities will be determined as of the date of Acquisition and may 

differ materially from the amounts disclosed in the assumed pro forma purchase price allocation because of 

changes in fair values of the assets and liabilities up to the date of the Acquisition, and as further analysis is 

completed. The calculation and allocation of the net assets acquired has been prepared on a preliminary basis 

and is subject to change between the time such preliminary estimations were made and closing as a result of 

a number of factors.  

The unaudited Pro Forma Financial Statements should be read in conjunction with the financial statements of 

Monarch and ChroMedX as referred to above.   

2.  SIGNFICANT ACCOUNTING POLICIES  

The accounting policies used in the preparation for the unaudited Pro Forma Financial Statements are those 

set out in the Company’s audited financial statements as at September 30, 2013 and the Company’s 

unaudited condensed interim financial statements of the Company for three months ended December 31, 

2013.  In preparing the unaudited Pro Forma Financial Statements, a review was undertaken to identify 

accounting policy differences between the Company and ChroMedX where the impact was potentially 

material. Management has determined that no material adjustments are necessary to conform ChroMedX’s 

financial statements to the accounting policies used by Monarch in the preparation of the unaudited Pro 

Forma   Financial Statements  

3.  PRO FORMA TRANSACTION, ASSUMPTIONS AND ADJUSTMENTS  

a) Transaction  

On December 20, 2013, the Company has entered into a share exchange agreement with ChroMedX Ltd. 

("ChroMedX") and ChroMedX Inc. (noe InvidX Corp.) pursuant to which the Company has agreed to 

acquire from the ChroMedX shareholders all of the issued and outstanding shares of ChroMedX in 

exchange for an equal number of common shares in the capital of the Company (the “Acquisition”). It is 

expected, and as a condition of completion of the Acquisition, that ChroMedX will be the registered holder 

of certain patents and patents pending in the biomedical technology field currently held by ChroMedX Inc. 

 

ChroMedX is a private company incorporated pursuant to the laws of Ontario. Concurrent with or prior to 

completion of the Acquisition, the Company will consolidate its common shares on a 20:1 basis as 

previously approved by the Company shareholders at the annual general and special meeting held on July 

18, 2013, such that following completion of the Acquisition the Company will have issued a maximum of 

up to approximately 31,500,100 million common shares in the capital of the Company to ChroMedX 

shareholders for all of the issued and outstanding common shares of ChroMedX. This will result in former 

ChroMedX shareholders holding approximately 86.08% of the issued and outstanding common shares of 

the Company and, accordingly, ChroMedX becoming a wholly owned subsidiary of the Company 

following completion of the Acquisition. 

 

As a result, for accounting purpose, ChromedX is identified as the acquirer and Monarch as the acquiree, 

and the consideration transferred by Monarch is measured at fair value and Monarchs retained earnings of 

$19,466,341 eliminated (Proforma note 4) and contributed surplus of $1,636,009 (proforma note 6). As 

Monarch constitutes a non-operating company, the Acquisition has been accounted for as an Acquisition of 

a stock exchange listing. 



 

See accompanying notes to pro forma financial statements 

 

 

 

MONARCH ENERGY LIMITED  
NOTES TO PRO FORMA   FINANCIAL STATEMENTS (Unaudited) (Expressed in Canadian Dollars, except 

where specified otherwise) December 31, 2013  

 

3.  PRO FORMA TRANSACTION, ASSUMPTIONS AND ADJUSTMENTS (continued) 

In connection with and as a condition of completion of the Acquisition, the Company will seek to obtain a 

listing of its common shares on the Canadian Securities Exchange ("CSE") and concurrently apply for a 

delisting of its common shares from the facilities of the TSX Venture Exchange ("TSX-V"). It is expected 

that the Company will delist from the TSX-V concurrent with the listing on the CSE so that there is no gap 

in a trading market for the common shares. The Company has requested the TSX-V to halt the trading of its 

common shares in anticipation of the Company obtaining approval from the CSE with respect to the listing 

on the CSE. 

 

In order to satisfy certain conditions of the Acquisition, among other things, ChroMedX will be required to 

complete two subsequent private placement financing as following: 

 

a) two amounts of  (i) $30,000 through the issuance of 1,500,000 units of ChroMedX at a price of $0.02 

per unit. Each unit will consist of the one ChroMedX common share and one common share purchase 

warrant, each warrant entitling the holder to acquire one ChroMedX common share at an exercise 

price of $0.15 for a period of 18 months following the date the Company lists on a recognised stock 

exchange and  (ii) $60,000 through the issuance of 3,000,000 ChroMedX common shares. (Proforma 

note 2); and 

 

b) totaling a minimum of $400,000 and a maximum of $1,200,000 through the issuance of up to 

12,000,000 units of ChroMedX at a price of $0.10 per unit (Proforma Note 1). Each unit will consist 

of the following: (i) one ChroMedX common share; (ii) one-half common share purchase warrant, 

each whole warrant entitling the holder to acquire one ChroMedX common share at an exercise price 

of $0.15 for a period of 12 months following issuance of the warrant; (iii) and one-half common share 

purchase warrant, each whole warrant entitling the holder to acquire one ChroMedX common share at 

an exercise price of $0.25 for a period of 24 months following issuance of the warrant. The 

ChroMedX common shares, and any common shares to be issued on exercise of the warrants, will be 

subject to a four month hold period commencing from the date of issuance. The completion of the 

Acquisition is conditional upon, among other things, the receipt of all necessary TSX-V, CSX and 

shareholder approvals, the private placements being completed, and satisfaction of customary due 

diligence investigations of the Company and ChroMedX. In addition, it is anticipated that all 

outstanding stock options of the Company will be cancelled prior to completion of the Acquisition. 

With respect to the current financing, the Company expects to pay finder’s fees equal to 8% or 

$32,000 cash (Proforma note 5) and 10% warrants on gross proceedings of the financing and also 

legal fees of $50,000 (Proforma note 5), with each warrant entitling the holder to acquire one 

ChroMedX common share at an exercise price of $0.15 for a period of 24 months following issuance 

of the warrant. 

 

The total purchase price of Monarch has been allocated as follows:  

Deemed number of shares of Monarch  5,092,593 

Concurrent finance price   

  $521,991 

Net Liability assumed  $105,680 



 

See accompanying notes to pro forma financial statements 

 

 

Total  $627,671 

 

   

A listing cost of $627,671 (Proforma note 7) has been included in the statement of operations to reflect the 

difference between the fair value of the amount paid (number of Monarch shares prior to the Transaction, at 

a value of $0.10) and the fair value of the net assets received from Monarch in accordance with IFRS 2 – 

Share-based payment.  

 

b) Options  

There are a total of 3,158,000 options of Monarch. Prior to the closing of the Transaction, Monarch will 

cancel the options  

 
4.  PRO FORMA SHARE CAPITAL  

Pro forma share capital as at December 31, 2013 has been determined as follows:  

 
 Number of shares  Value  

Common shares   

Monarch’s shares issued and outstanding at December 31, 2013 101,851,860  $19,466,341  

Consolidated on a 1:20 basis 5,092,593 $19,466,341 

   

ChroMedX 100 $1 

   

Effect of pro forma transactions:   

 - shares to be issued in private placement 4,500,000  $90,000  

 - shares to be issued in private placement 4,000,000  $400,000  

 - shares to be issued in patent Acquisition (Proforma note 3) 15,000,000  $1,500,000  

 - elimination of Monarch’s retained earnings  $(19,466,341) 

 - legal fees  $(52,000) 

 - broker fees  $(32,000) 

 - contributed Surplus   $627,671 

   

   28,592,639  $2,535,672  

   
 

 

5. PRO FORMA EPS (Earnings Per Share) 

 The pro forma EPS is $0.02. The weighted average shares outstanding 
for the pro forma was 28,592,693 shares 
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