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FORM 5 
 

QUARTERLY LISTING STATEMENT 
 

Name of CNSX Issuer:  ORCA POWER CORP. (the “Issuer”) 

Trading Symbol:  OP 

This Quarterly Listing Statement must be posted on or before the day on which the 
Issuer’s unaudited interim financial statements are to be filed under the Securities Act, 
or, if no interim statements are required to be filed for the quarter, within 60 days of the 
end of the Issuer’s first, second and third fiscal quarters.  This statement is not intended 
to replace the Issuer’s obligation to separately report material information forthwith upon 
the information becoming known to management or to post the forms required by the 
CNSX Policies.  If material information became known and was reported during the 
preceding quarter to which this statement relates, management is encouraged to also 
make reference in this statement to the material information, the news release date and 
the posting date on the CNSX.ca website. 

General Instructions 

(a) Prepare this Quarterly Listing Statement using the format set out below.  The 
sequence of questions must not be altered nor should questions be omitted or 
left unanswered.  The answers to the following items must be in narrative form.  
When the answer to any item is negative or not applicable to the Issuer, state it in 
a sentence.  The title to each item must precede the answer. 

(b) The term “Issuer” includes the CNSX Issuer and any of its subsidiaries. 

(c) Terms used and not defined in this form are defined or interpreted in Policy 1 – 
Interpretation and General Provisions. 

 
There are three schedules which must be attached to this report as follows: 
 
SCHEDULE A:  FINANCIAL STATEMENTS 
 
Financial statements are required as follows: 
 
For the first, second and third financial quarters interim financial statements prepared in 
accordance with the requirements under Ontario securities law must be attached. 
 
If the Issuer is exempt from filing certain interim financial statements, give the date of 
the exempting order. 
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SCHEDULE B:  SUPPLEMENTARY INFORMATION 
 

The supplementary information set out below must be provided when not 
included in Schedule A. 

1. Related party transactions 

Provide disclosure of all transactions with a Related Person, including those 
previously disclosed on Form 10. Include in the disclosure the following 
information about the transactions with Related Persons: 
 
(a) A description of the relationship between the transacting parties.  Be as 

precise as possible in this description of the relationship.  Terms such as 

affiliate, associate or related company without further clarifying details are 
not sufficient.  

 
Not applicable 

 
(b) A description of the transaction(s), including those for which no amount 

has been recorded. 
 

Not applicable 
 
(c) The recorded amount of the transactions classified by financial statement 

category. 
 

Not applicable 
 
(d) The amounts due to or from Related Persons and the terms and 

conditions relating thereto. 
 

Not applicable 
 
(e) Contractual obligations with Related Persons, separate from other 

contractual obligations. 
 

Not applicable 
 

(f) Contingencies involving Related Persons, separate from other 
contingencies. 

 
Not applicable 
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2. Summary of securities issued and options granted during the period. 

Provide the following information for the period beginning on the date of the last 
Listing Statement (Form 2A): 
 
(a) summary of securities issued during the period, 
 

No securities have been issued during the period 
 

(b) summary of options granted during the period, 
 
No options were granted during the period 

3. Summary of securities as at the end of the reporting period. 

Provide the following information in tabular format as at the end of the reporting 
period: 
 
(a) description of authorized share capital including number of shares for 

each class, dividend rates on preferred shares and whether or not 
cumulative, redemption and conversion provisions, 

 

Description Number Authorized Par Value 

Common shares Unlimited NPV 

Preferred shares Unlimited, issuable in series NPV 

 
(b) number and recorded value for shares issued and outstanding, 
 

Description 

Number Issued/ 

Outstanding Amount 

Common shares 17,849,615 $107,176 

Preferred shares Nil $Nil 

 

(c) description of options, warrants and convertible securities outstanding, 
including number or amount, exercise or conversion price and expiry date, 
and any recorded value, and 
 
No options or warrants are outstanding 
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(d) number of shares in each class of shares subject to escrow or pooling 
agreements or any other restriction on transfer. 
 
No shares subject to escrow 
 

4. List the names of the directors and officers, with an indication of the 
position(s) held, as at the date this report is signed and filed. 

Donald Gordon, Director, President and CEO 
Patrick Lavin, Director, CFO 
Thomas Bell, Director, VP Corporate Development and Communications 
David Sumner, Director, VP Product and Market Development 
Linas Antanavicius, Secretary 
Frans Vogelzangs, Director 

 
SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS 

 
Provide Interim MD&A if required by applicable securities legislation. 
 
See attached Management Discussion and Analysis 
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Certificate Of Compliance 

The undersigned hereby certifies that: 

1. The undersigned is a director and/or senior officer of the Issuer and has been 
duly authorized by a resolution of the board of directors of the Issuer to sign 
this Quarterly Listing Statement. 

2. As of the date hereof there is no material information concerning the Issuer 
which has not been publicly disclosed. 

3. The undersigned hereby certifies to CNSX that the Issuer is in compliance 
with the requirements of applicable securities legislation (as such term is 
defined in National Instrument 14-101) and all CNSX Requirements (as 
defined in CNSX Policy 1). 

4. All of the information in this Form 5 Quarterly Listing Statement is true. 

Dated:  November 28, 2011 

 Patrick Lavin  
Name of Director or Senior Officer 

 “Patrick Lavin”  
Signature 

CFO  
Official Capacity 

 

Name of Issuer 

Orca Power Corp. 

For Quarter End 

September, 2011 

Date of Report (YY/MM/DD) 

11/11/28 

Issuer Address 

1201 – 700 West Pender Street 

City/Province/Postal Code 

Vancouver, BC  V6C 1G8 

Issuer Fax No. 

(604) 658-2045 

Issuer Telephone No. 

(604) 658-2044 

Contact Name 

Patrick Lavin 

Contact Position 

CFO 

Contact Telephone No. 

(604) 658-2044 

Contact Email Address 

patrick@afg5.com 

Web Site Address 

mailto:patrick@afg5.com


ORCA POWER CORP. 

Vancouver, BC 

   

 

CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

 

 

For the Nine Months Ended September 30, 2011 

(Unaudited – Expressed in Canadian Dollars) 

 

 

 

 

 

 

 

 



ORCA POWER CORP. 
 

NOTICE OF NO AUDITOR REVIEW OF CONDENSED FINANCIAL STATEMENTS 

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

of the condensed financial statements; the statements must be accompanied by a notice indicating that 

the financial statements have not been reviewed by an auditor.  The Company’s independent auditor has 

not performed a review of these financial statements in accordance with standards established by the 

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

Management has prepared the information and representations in this interim report.  The condensed 

financial statements have been prepared in accordance with International Financial Reporting Standards 

and, where appropriate, reflect management’s best estimates and judgement.  The financial information 

presented throughout this report is consistent with the data presented in the condensed financial 

statements.  

The Company maintains adequate systems of internal accounting and administrative controls, consistent 

with reasonable cost.  Such systems are designed to provide reasonable assurance that relevant and 

reliable financial information is produced.  

The Board of Directors, through its Audit Committee, is responsible for ensuring that management fulfils 

its responsibilities for financial reporting and internal control.  The Audit Committee is comprised of three 

directors which meets periodically with management and the external auditors to review accounting, 

auditing, internal control and financial reporting matters.  

 

 

“Don Gordon” 

President and Chief Executive Officer  

 

“Patrick Lavin” 

Chief Financial Officer 

 

 

November 28, 2011 
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ORCA POWER CORP.   

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION   

(Unaudited – Expressed in Canadian Dollars)    

As at    

 

September 30, 

2011 

December 31, 

2010 

January 1,  

2010 

 $ $ $ 

    
  (Note 13) (Note 13) 

Assets    

Current    

Cash and cash equivalents   3,935   234,527   445,424 

Receivables   84,218   69,799   80,289 

 
 200,000  200,000  200,000 

   88,153   304,326   525,713 

Deposit (Note 7)   17,301   17,301   17,301 

Interest in tidal energy sites (Note 3)   1   1   1 

Investment in Katabatic Power Corp. (Note 4)   -   1   1 

       105,455   321,629   543,016 

    
        

Liabilities    

Current    

Payables and accruals   82,948   63,978   51,237 

Due to related party (Note 5)   2,703   -   - 

Payable to shareholders (Note 6)   45,000   -   - 

 
 200,000  200,000  200,000 

       130,651   63,978   51,237 

    

Equity    

Share capital (Note 7)   107,176   12,705,555   12,555,555 

Reserves   15   8,652,032   8,651,160 

Deficit   (132,387)   (21,099,936)   (20,714,936) 

 
 200,000  200,000  200,000 

   (25,196)   257,651   491,779 

       105,455   321,629   543,016 

    
Nature and Continuance of Operations (Note 1) 

Commitment (Note 9) 

Subsequent Event (Note 14) 

 

Approved on November 29, 2011 on behalf of the board of directors 

 

 “Donald Gordon”   “Patrick Lavin”  

 Director Director 

 

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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ORCA POWER CORP.  

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS 

(Unaudited – Expressed in Canadian Dollars) 

 

 

Three months ended 

September 30, 

Nine months ended 

September 30, 

 2011 2010 2011 2010 

 $ $ $ $ 

       (Note 13)  (Note 13) 

Expenses     

Bank charges   88   226   309   930 

Consulting fees   3,000   -   6,000   - 

Occupancy costs   20,549   18,807   63,775   59,996 

Operating supplies   3,590   1,132   19,770   6,187 

Professional fees   3,000   1,805   10,500   7,805 

Regulatory and transfer agent fees   7,744   1,499   17,472   9,615 

Salaries   35,301   45,216   120,138   139,919 

Stock-based compensation (Note 7)   -   76   47   820 

          Loss from operations   (73,272)   (68,761)   (238,011)   (225,272) 

          

Other items     

Management fees   15,000   -   15,000   75,000 

Interest income   118   -   118   571 

Write-off of investment in Katabatic (Note 4)    -   -   -   (117,750) 

             15,118   -   15,118   (42,179) 

          

Net loss and comprehensive loss   (58,154)   (68,761)   (222,893)   (267,451) 

     
     

Basic and diluted loss per common share   (0.00)   (0.00)   (0.01)   (0.02) 

          Weighted average no. of common shares outstanding   17,849,615   14,849,615   17,849,615   14,849,615 

     
     The accompanying notes are an integral part of these condensed consolidated financial statements.  
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ORCA POWER CORP.  

CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY    

(Unaudited – Expressed in Canadian Dollars)    

        

 Common Shares Preference Shares    

 Number Amount Number Amount Reserves Deficit Equity 

  $  $ $ $ $ 

        

Balances, January 1, 2010 (Note 13)   14,849,615   12,555,555   -   -   8,651,160   (20,714,936)   491,779 

        
Stock-based compensation   -   -   -   -   820   -   820 

        
Net loss   -   -   -   -   -   (267,451)   (267,451) 

        
        Balances, September 30, 2010 (Note 13)   14,849,615   12,555,555   -   -   8,651,980   (20,982,387)   225,148 

        
Private placement – October 2010   3,000,000   150,000   -   -   -   -   150,000 

        
Stock-based compensation   -   -   -   -   52   -   52 

        
Net loss   -   -   -   -   -   (117,549)   (117,549) 

        
        Balances, December 31, 2010 (Note 13)   17,849,615   12,705,555   -   -   8,652,032   (21,099,936)   257,651 

        
Reclassification to Class B shares   -   -   -   -   -   -   - 

        
Cancellation of Class B common shares   (17,849,615)   (12,705,555)   -   -   -   -   (12,705,555) 

        
Issuance of New common shares and 

Class B preference shares 

  17,849,615   12,645,554   17,849,615   60,001   -   -   12,705,555 

        
Redemption of Class B preference 

shares 

  -   -   (17,849,615)   (60,001)   -   -   (60,001) 

        
Reduction of deficit   -   (12,538,378)   -   -   (8,652,064)   21,190,442   - 

        
Stock-based compensation   -   -   -   -   47   -   47 

        
Net loss   -   -   -   -   -   (222,893)   (222,893) 

        
        Balances, September 30, 2011   17,849,615   107,176   -   -   15   (132,387)   (25,196) 

        
The accompanying notes are an integral part of these condensed consolidated financial statements. 
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ORCA POWER CORP. 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited – Expressed in Canadian Dollars) 

 Three months ended September 30, Nine months ended September 30, 

 2011 2010 2011 2010 

 $ $ $ $ 

       (Note 13)  (Note 13) 

Cash flows from operating activities     

Net loss   (58,154)   (68,761)   (222,893)   (267,451) 

Items not involving cash:             

Management fees   (15,000)   -   (15,000)   - 

Investment in Orca Wind Power Corp.   1   -   1   - 

Transfer of Wind Assets   (1)   -   (1)   - 

Stock-based compensation   -   76   47   820 

Write-off of investment in Katabatic 

Power Corp. 

  -   -   -   117,750 

Changes in non-cash working capital             

Receivables   15,096   (9,456)   (14,419)   (150,781) 

Due to related party   2,703   -   2,703   - 

Payables and accruals   9,602   1,942   18,970   (138) 

          Net cash used in operating activities   (45,753)   (76,199)   (230,592)   (299,800) 

               
Cash flows from financing activities   -   -   -   - 

               Cash flows from investing activities   -   -   -   - 

               
Decrease in cash and cash equivalents   (45,753)   (76,199)   (230,592)   (299,800) 

Cash and cash equivalents, beginning   49,688   221,823   234,527   445,424 

          

Cash and cash equivalents, ending   3,935   145,624   3,935   145,624 

     
     Supplementary cash flow information     

Interest received   118   -   118   650 

     
  (Note 12)   Significant non-cash activities     

Re-distribution of subsidiaries’ shares to shareholders   15,000   -   15,000   - 

     
  (Note 12)   The accompanying notes are an integral part of these condensed consolidated financial statements. 
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ORCA POWER CORP.  

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited – Expressed in Canadian Dollars) 

September 30, 2011 

 
  

 

Note 1 Nature and Continuance of Operations 
  

 

Orca Power Corp. (“Orca” or the “Company”) was incorporated under the Business Corporations Act (Alberta) on October 22, 

1997.  The Company was continued into British Columbia on December 16, 2004.  The common shares of the Company were 

listed and posted on the Canadian National Stock Exchange (“CNSX”) on November 27, 2003.  The Company’s principal office 

and registered and records office is located at 1201-700 West Pender Street, Vancouver, BC  V6C 1G8. 

 

Up until 10Q1 the Company assisted Katabatic Power Corp. ("Katabatic"), a private wind energy developer, with the 

development of its two wind energy sites, the Mount Hays and Banks Island Wind Farms, both located on the North Coast of 

British Columbia. 

 

During the year ended December 31, 2010, management made the decision to write-down Orca’s investment in Katabatic 

(“Wind Assets”) to $1 (see Note 4) and concurrently suspend development of its tidal energy technology until further notice 

and write-down its interest in tidal energy sites (“Tidal Assets”) to $1 (see Note 3). 

 

During November 2010 the Company entered into two license and distribution agreements with two separate private 

companies - Castagra Products Inc. (the “Castagra Agreement”) and AFG Flameguard Ltd. (the “Flameguard Agreement”).  

Also, the Company’s board of directors approved a plan of arrangement between the Company and its wholly-owned 

subsidiaries Castagra Products Corp (“CPC”), Orca Fire Safety Products Corp. (“OFSP”), Orca Wind Power Corp. (“OWP”) 

and Orca Tidal Power Corp. (“OTP”) (the “Arrangement”). 

 

The Arrangement facilitated the separation of the Company's primary business activities.  Pursuant to the Arrangement Orca 

will: 

 

a) transfer to CPC $15,000 in cash and all of Orca's interest in and to the Castagra Agreement in exchange for 

17,849,615 CPC shares multiplied by the conversion factor, which shares will be distributed to the Orca shareholders 

who held Orca shares on the share distribution record date; 

 

b) transfer to OFSP $15,000 in cash and all of Orca's interest in and to the Flameguard Agreement in exchange for 

17,849,615 OFSP shares multiplied by the conversion factor, which shares will be distributed to the Orca 

shareholders who held Orca shares on the share distribution record date; 

 

c) transfer to OWP $15,000 in cash and all of Orca's interest in and to the Wind Assets in exchange for 17,849,615 

OWP shares multiplied by the conversion factor, which shares will be distributed to the Orca shareholders who held 

Orca shares on the share distribution record date; and 

 

d) transfer to OTP $15,000 in cash and all of Orca’s interest in and to the Tidal Assets in exchange for 17,849,615 OTP 

shares multiplied by the conversion factor, which shares will be distributed to the Orca shareholders who held Orca 

shares on the share distribution record date. 

 

The Arrangement received shareholder approval on December 29, 2010 and approval by the Supreme Court of British 

Columbia on January 10, 2011.  Each Orca shareholder as of the share distribution record date will hold one new share in the 

capital of the Company and its pro–rata share of the CPC shares, OFSP shares, OWP shares and OTP shares to be 

distributed under the Arrangement for each then held Orca share.  The new shares will be identical in every respect to the 

present Orca shares.    
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ORCA POWER CORP.  

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited – Expressed in Canadian Dollars) 

September 30, 2011 

 
  

 

Note 1 Nature and Continuance of Operations (continued) 
  

 

Effective August 10, 2011 the Company transferred to OWP $15,000 in cash and all of its interest in and to the Wind Assets in 

exchange for 17,849,615 OWP shares, which shares were distributed to the Orca shareholders who held Orca shares as at 

December 29, 2010. 

 

On August 19, 2011, shareholders approved the reduction of the Company’s deficit against its outstanding share capital and 

reserve balance reducing the Company’s cumulative deficit to $Nil as at that date. 

 

These condensed consolidated financial statements have been prepared on accounting principles applicable to a going 

concern, which presumes the realization of assets and settlement of liabilities in the normal course of operations in the 

foreseeable future.  The Company has incurred operating losses and has a cumulative deficit of $132,387 at September 30, 

2011.  The ability of the Company to continue as a going concern is dependent upon a number of factors including obtaining 

additional financing as required and seeking profitable operations. 

 

These condensed consolidated financial statements are presented in Canadian dollars, which is the functional currency of the 

parent company and its subsidiaries, unless otherwise indicated. 

 
 
  

 

Note 2 Significant Accounting Policies 
  

 

Basis of presentation 

 

In conjunction with the Company's annual audited consolidated financial statements to be issued under International Financial 

Reporting Standards (“IFRS”) for the year ended December 31, 2011, these condensed consolidated financial statements 

present the Company's financial results of operations under IFRS for the three and nine months ended September 30, 2011, 

and financial position as at September 30, 2011, including 2010 comparative periods.  As a result, they have been prepared in 

accordance with IFRS 1, First-time Adoption of International Financial Reporting Standards, and with International Accounting 

Standard (IAS) 34, Interim Financial Reporting, as issued by the International Accounting Standards Board (IASB).  These 

condensed consolidated financial statements do not include all the necessary annual disclosures in accordance with IFRS.  

Previously, the Company prepared its interim and annual consolidated financial statements in accordance with Canadian 

generally accepted accounting principles ("Canadian GAAP"). 

 

The preparation of these condensed consolidated financial statements resulted in selected changes to the Company’s 

accounting policies as compared to those disclosed in the Company's annual audited consolidated financial statements for the 

period ended December 31, 2010 issued under Canadian GAAP.  A summary of the changes to Orca's accounting policies is 

disclosed in Note 13 along with reconciliations presenting the impact of the transition to IFRS for the comparative periods as at 

January 1, 2010 and September 30, 2010, for the three and nine months ended September 30, 2010, and as at and for the 

year ended December 31, 2010. 

 

A summary of Orca's significant accounting policies under IFRS is presented below.  These policies have been retrospectively 

and consistently applied except where specific exemptions permitted an alternative treatment upon transition to IFRS in 

accordance with IFRS 1 as disclosed in Note 13. 
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ORCA POWER CORP. 

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited – Expressed in Canadian Dollars) 

September 30, 2011 

 
  

 

Note 2 Significant Accounting Policies (continued) 
  

 

Basis of presentation (continued) 

 

These condensed consolidated financial statements have been prepared on a historical cost basis, except for financial 

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

condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements 

for the year ended December 31, 2010 and the unaudited condensed consolidated financial statements for the six months 

ended June 30, 2011, which were the Company’s second financial statements prepared in accordance with IFRS. 

 

Use of Estimates 

 

The preparation of financial statements in conformity with IFRS requires management to make certain estimates, judgments 

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

reported revenues and expenses during the period.  

 

Although management uses historical experience and its best knowledge of the amount, events or actions to form the basis for 

judgments and estimates, actual results may differ from these estimates. 

 

The most significant accounts that require estimates as the basis for determining the stated amounts include the recoverabili ty 

of receivables, valuation of investments, valuation of share-based payments, and the valuation allowance for deferred income 

tax assets. 

 

Principles of consolidation 

 

These condensed consolidated financial statements include the accounts of the Company and its subsidiaries CPC, OFSP, 

and OTP.  All inter-company transactions and balances have been eliminated. 

 

Cash and cash equivalents 

 

Cash equivalents consisted of highly liquid investments that were converted to known amounts of cash and generally had 

original maturities of three months or less. 

 

Receivables 

 

The Company records an allowance for doubtful accounts against accounts receivable that management believes are 

impaired.  Specific allowances are recorded against customer receivables based on the Company’s knowledge of the financial 

condition of its customers.  The Company also considers the aging of the receivables, customer and industry concentrations, 

the current business environment and historical experience. 
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ORCA POWER CORP.  

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited – Expressed in Canadian Dollars) 

September 30, 2011 

 
  

 

Note 2 Significant Accounting Policies (continued) 
  

 

Impairment 

 

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

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

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

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

between knowledgeable and willing parties.  In assessing value in use, the estimated future cash flows are discounted to their 

present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks 

specific to the asset.  If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying 

amount of the asset is reduced to its recoverable amount and the impairment loss is recognized in the profit or loss for the 

period.  For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for the 

cash generating unit to which the asset belongs.  

 

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

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

been determined had no impairment loss been recognized for the asset (or cash-generating unit) in prior years.  A reversal of 

an impairment loss is recognized immediately in profit or loss. 

 

Financial instruments 

 

Financial assets 

 

Financial assets are initially recognized at fair value and are classified into one of the following categories, depending on the 

purpose for which the asset was acquired. 

 

Fair value through profit or loss – derivatives or assets acquired or incurred principally for the purpose of selling or 

repurchasing it in the near term.  They are carried in the statement of financial position at fair value with changes in fair value 

recognized in the statement of operations. 

 

Loans and receivables - non-derivative financial assets with fixed or determinable payments that are not quoted in an active 

market.  They are carried at cost less any provision for impairment.  Individually significant receivables are considered for 

impairment when they are past due or when other objective evidence is received that a specific counterparty will default. 

 

Held-to-maturity investments - non-derivative financial assets with fixed or determinable payments and fixed maturities that the 

Company's management has the positive intention and ability to hold to maturity.  These assets are measured at amortized 

cost using the effective interest method.  If there is objective evidence that the investment is impaired, determined by 

reference to external credit ratings and other relevant indicators, the financial asset is measured at the present value of 

estimated future cash flows.  Any changes to the carrying amount of the investment, including impairment losses, are 

recognized in the statement of operations. 
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ORCA POWER CORP.  

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited – Expressed in Canadian Dollars) 

September 30, 2011 

 
  

 

Note 2 Significant Accounting Policies (continued) 
  

 

Financial instruments (continued) 

 

Financial assets (continued) 

 

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

They are carried at fair value with changes in fair value recognized directly in equity.  Where a decline in the fair value of an 

available-for-sale financial asset constitutes objective evidence of impairment, the amount of the loss is removed from equity 

and recognized in the statement of operations. 

 

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

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

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

described above. 

 

Financial liabilities 

 

The Company classifies its financial liabilities into one of two categories: 

 

Fair value through profit or loss - derivatives or liabilities acquired or incurred principally for the purpose of selling or 

repurchasing it in the near term.  They are carried in the statement of financial position at fair value with changes in fair value 

recognized in the statement of operations. 

 

Other financial liabilities - includes promissory notes, amounts due to related parties and payables and accruals, all of which 

are recognized at amortized cost. 

 

Classification of Financial Instruments 

 

The Company has classified its cash as fair value through profit or loss; cash equivalents and deposit as held-to-maturity; 

receivables as loans and receivables; and payables and accruals as other financial liabilities. 

 

Stock-based compensation 

 

The Company applies the fair value method of accounting for stock option awards using the Black-Scholes option pricing 

model.  Under this method, the Company recognizes compensation expense for employee stock option awards, based on the 

grant date fair value, for each vesting installment, over the vesting period of the options.  Each installment is valued 

separately, based on assumptions determined from historical data, and recognized as compensation expense over each 

installment’s individual tranche vesting period.  Forfeiture estimates are recognized in the period they are estimated, and are 

revised for actual forfeitures in subsequent periods. 
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ORCA POWER CORP.  

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited – Expressed in Canadian Dollars) 
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Note 2 Significant Accounting Policies (continued) 
  

 

Income taxes 

 

Income tax is recognized in profit or loss except to the extent that it relates to items recognized directly in equity, in which case 

it is recognized in equity.  Current tax expense is the expected tax payable on the taxable income for the year, using tax rates 

enacted or substantively enacted at period end, adjusted for amendments to tax payable with regards to previous years. 

 

Deferred tax is recorded using the statement of financial position liability method, providing for temporary differences between 

the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.  The 

following temporary differences are not provided for: goodwill not deductible for tax purposes; the initial recognition of assets 

or liabilities that affect neither accounting nor taxable loss; and differences relating to investments in subsidiaries to the extent 

that they will probably not reverse in the foreseeable future.  The amount of deferred tax provided is based on the expected 

manner of realization or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively 

enacted at the statement of financial position date. 

 

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

the asset can be utilized.  To the extent that the Company does not consider it probable that a future tax asset will be 

recovered, it provides a valuation allowance against that excess. 

 

Additional income taxes that arise from the distribution of dividends are recognized at the same time as the liability to pay the 

related dividend.  Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax 

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

Company intends to settle its current tax assets and liabilities on a net basis. 

 

Loss per share 

 

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

Under this method the dilutive effect on loss per share is recognized on the use of proceeds that could be obtained upon 

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

shares at the average market price during the year.  For the years presented, the dilutive effect has not been computed as it 

proved to be anti-dilutive. 

 

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

period. 

 

 
  

 

Note 3 Interest in Tidal Energy Sites 
  

 

Orca Tidal Power Corp. was developing tidal power generation technology.  During the 2010 fiscal year, management wrote-

down its interest in tidal energy sites to $1 concurrently with its decision to write-down its investment in Katabatic (see Note 4). 
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Note 4 Investment in Katabatic Power Corp. 
  

 

The Company owned 9,652,337 shares of Katabatic, representing a 48% interest.  The Company began to account for its 

investment in Katabatic as an equity investment on December 6, 2008, the date it acquired significant influence. 

 

On August 10, 2011, the Company completed its arrangement with OWP by transferring the Wind Assets, which included the 

shares of Katabatic, and $15,000 in cash to OWP in exchange for 17,849,615 OWP shares multiplied by the conversion factor; 

these shares were distributed to the Orca shareholders who held Orca shares on the share distribution record date. 

 

During the 2010 fiscal year management wrote-down its investment in Katabatic to $1.  The write-down was comprised of the 

following: 

  September 30, 
2011 

September 30, 
2010 

  $ $ 
    
Cash advances    -   53,000 
    
Management fees    -   64,750 
        

    -   117,750 
    

 

 
  

 

Note 5 Related Party Transactions 
  

 

Key management personnel comprise the Company’s Board of Directors and executive officers.  During the three and nine 

months ended September 30, 2011, key management compensation is comprised of salaries of $44,500 and $133,500 (2010 - 

$44,500 and $133,500).  As at September 30, 2011 the Company owes its CFO $2,703 for expenses. 

 

During the three and nine month period ended September 30, 2011, the Company accrued $6,000 and $20,495 (2010 - 

$6,000 and $20,575) in fees and expenses to a company with common directors for rent; the fees are netted against 

occupancy costs and recorded in the condensed consolidated statements of operations and comprehensive loss.  As at 

September 30, 2011, the Company is owed $60,046 (December 31, 2010 - $42,700), which is included in receivables. 

 

During the three and nine month period ended September 30, 2011, the Company accrued $3,000 and $6,000 (2010 - $nil and 

$nil) in fees to a company with a common director for rent; these fees are netted against occupancy costs recorded in the 

condensed consolidated statements of operations and comprehensive loss.  As at September 30, 2011, the Company is owed 

$6,720 (December 31, 2010 - $nil), which is included in receivables. 

 

During the three and nine month period ended September 30, 2011, the Company accrued $nil and $nil (2010 - $nil and $nil) 

in fees to a company with a common director for rent; these fees are netted against occupancy costs recorded in the 

condensed consolidated statements of operations and comprehensive loss.  As at September 30, 2011, the Company is owed 

$nil (December 31, 2010 - $2,360).  

 

All transactions with related parties have occurred in the normal course of operations and are measured at their fair value as 

determined by management.  The period-end balances are unsecured, non-interest bearing, without specific terms of 

repayment and have arisen from the provision of fees described. 
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Note 6 Payable to Shareholders 
  

 

Pursuant to the Arrangement the Company has redeemed all of its Class B Preferred Shares at a value equal to the assigned 

fair value of assets transferred (See Note 1) and recorded an obligation to pay to Orca shareholders as at the share 

distribution record date their pro–rata share of the CPC shares, OFSP shares and OTP shares to be distributed under the 

Arrangement for each then held Orca share. 

 
 
  

 

Note 7 Share Capital 
  

 

Authorized 

 

 Unlimited number of common shares without par value 

 Unlimited number of preferred shares, issuable in series 

 

Common shares 

 

The total number of common shares issued and outstanding as of September 30, 2011 and December 31, 2010 was 

17,849,615. 

 

Private placement 

 

In November 2010, the Company closed a private placement comprised of 3,000,000 common shares at a price of $0.05 per 

share.  The proceeds from the financing were used for general working capital purposes.  There was no finder’s fee payable in 

connection with this private placement. 

 

Warrants 

 
 Nine months ended 

September 30, 2011 
Year ended 

December 31, 2010 
            

 
Warrants 

Weighted 
Average 

Exercise Price 
$ 

 
 

Warrants 

Weighted 
Average 

Exercise Price 
$ 

     
     
Outstanding, beginning of period   - -   800,000 0.25 

     Issued   - -   - - 
     Expired unexercised   - -   (800,000)   0.25 
          

Outstanding, end of period   - -   - - 
     
 
Stock-based compensation plan 

 

The Company has a stock option plan in place under which it is authorized to grant options to executive officers and directors, 

employees and consultants enabling them to acquire up to 1,840,000 common shares of the Company.  Under the plan, the 

exercise price of each option cannot be less than the greater of the closing market prices of the common shares on (a) the 

trading day prior to the date of grant of the stock options, and (b) the date of grant of the stock options.    
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Note 7 Share Capital (continued) 
  

 

Stock-based compensation plan (continued) 

 

The options can be granted for a maximum term of five years and the vesting period of each option grant is at the discretion of 

the board of directors. 

 

Options under the plan are summarized as follows: 

 

 Nine months ended 
September 30, 2011 

Year ended 
December 31, 2010 

            
 

Options 

Weighted 
Average 

Exercise Price 
$ 

 
 

Options 

Weighted 
Average 

Exercise Price 
$ 

     
     
Outstanding, beginning of period   878,000 0.24   878,000 0.24 

     Granted   - -   - - 
     Cancelled   (878,000)   0.24   -   - 
          

Outstanding, end of period   -   -   878,000   0.24  
     
 
 
  

 

Note 8 Income Taxes 
  

 

At September 30, 2011, the Company has Canadian non-capital loss carry forwards of approximately $15.8 million which 

expire at various dates prior to 2030.  The Company also has capital losses of approximately $2.7 million which can be carried 

forward indefinitely.  The potential income tax benefits related to the Canadian loss carry forwards has not been reflected in 

the accounts. 

 
 
  

 

Note 9 Commitment 
  

 

The Company entered into a five year operating lease agreement for office facilities commencing January 1, 2009 for 

approximately $4,700 per month for the first 12 months, approximately $5,200 per month for the following 24 months and 

$5,600 per month for the last 24 month period plus operating costs and applicable taxes.  The deposit of $17,301 recorded on 

the balance sheet relates to this lease. 
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Note 10 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 future business opportunities.  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 order to carry future projects and pay for administrative costs, the Company will spend its existing working capital and raise 

additional funds as needed.  Management reviews its capital management approach on an ongoing basis and believes that 

this approach, given the relative size of the Company, is reasonable. 

 

There were no changes in the Company’s approach to capital management during the nine months ended September 30, 

2011.  The Company is not subject to externally imposed capital requirements. 

 
 
  

 

Note 11 Financial Instruments 
  

 

The fair value of the Company’s receivables and payables and accruals approximates their carrying value due to the relatively 

short periods to maturity of the instruments.  The Company has reviewed its investments and has concluded that they have 

been written-down to fair value.  The Company’s other financial instrument, cash and cash equivalents, under the fair value 

hierarchy is 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 counterparty’s inability to fulfill its payment obligations.  Of the Company’s 

receivables recorded, $60,046 is due from Abbastar Resources Corp. for a monthly office rental fee.  Management is of the 

view that this amount is fully collectible.  Historically the Company has collected prior rental fees and accordingly has not 

recorded a valuation allowance in these accounts. 

 

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 $3,935 (December 31, 2010 - $234,527) and receipts of 

$15,600 subsequent to quarter-end to settle current liabilities of $85,651 (December 31, 2010 - $63,978).  As such 

management plans to raise funds to address its working capital deficit.  All of the Company’s financial liabilities have 

contractual maturities of 30 days or due on demand and are subject to normal trade terms.   
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Note 11 Financial Instruments (continued) 
  

 

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 

equity prices. 

 

(a) Interest rate risk - the Company has cash balances and no interest-bearing debt.  The Company’s current policy is to 

invest excess cash in investment-grade short-term deposit certificates issued by its banking institution.  The Company 

periodically monitors the investments it makes and is satisfied with the credit ratings of its banks.  

 

(b) Foreign currency risk - the Company currently believes it has no significant foreign exchange risk. 

 

(c) Price risk - the Company is exposed to price risk with respect to 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.  The Company closely monitors individual equity movements, and the stock market to determine the 

appropriate course of action to be taken by the Company. 

 

Sensitivity Analysis: 

 

The carrying amount of cash and equivalents, receivables and payables and accruals approximates their fair value due to their 

short term nature.  The Company does not have any deposits with fixed interest rates and it therefore does not have significant 

exposure to changing interest rates. 

 

 
  

 

Note 12 Change in Corporate Structure 
  

 

The Plan of Arrangement prescribes the following principal steps will occur and be deemed to occur in the following 

chronological order as part of the Arrangement:  

 

(a) the Company will transfer the respective Agreements and Interests to CPC, OFSP, OWP and OTP in consideration 

for 17,849,615 shares from each of CPC, OFSP, OWP and OTP (the "Distributed CPC, OFSP, OWP and OTP 

Shares").  Thereafter the Company will be added to the central securities register of CPC, OFSP, OWP and OTP in 

respect of such CPC Shares, OFSP Shares, OWP Shares and OTP Shares; 

 

(b) the authorized share capital of the Company will be changed by: 

 

(i) altering the identifying name of the Orca Shares to Class B common shares without par value ("Orca Class B 

Shares"), 

 

(ii) creating a class consisting of an unlimited number of common shares without par value ("New Shares"), and 

 

(iii) creating a class consisting of an unlimited number of Class B preferred shares without par value (“Orca Class B 

Preferred Shares”); 
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Note 12 Change in Corporate Structure (continued) 
  

 

(c) each issued Orca Class B Share will be exchanged for one New Share and one Orca Class B Preferred Share; 

 

(d) all of the issued Orca Class B Shares will be cancelled and the aggregate paid–up capital of the Orca Class B Shares 

will be allocated between the New Shares and the Orca Class B Preferred Shares so that the aggregate paid–up 

capital of the Orca Class B Preferred Shares is equal to the aggregate fair market value of the Distributed CPC, 

OFSP, OWP and OTP Shares, and each Orca Class B Preferred Share so issued will be issued by the Company at 

an issue price equal to such aggregate fair market value divided by the number of issued Orca Class B Preferred 

Shares, such aggregate fair market value of the Distributed CPC, OFSP, OWP and OTP Shares to be determined as 

at the Effective Date by resolution of the directors of the Company; 

 

(e) the Company will redeem the issued Orca Class B Preferred Shares for consideration consisting solely of the 

Distributed CPC, OFSP, OWP and OTP Shares such that each holder of Orca Class B Preferred Shares will receive 

that number of CPC Shares, OFSP Shares, OWP Shares and OTP Shares that is equal to the number of Orca Class 

B Preferred Shares held by such holder; and 

 

(f) all of the issued Orca Class B Preferred Shares will be cancelled. 

 

CPC, OFSP and OTP still need to issue shares to Orca’s shareholders as of the share distribution record date. 

 
  

 

Note 13 Transition to IFRS 
  

 

These condensed consolidated financial statements represents the third interim financial statements of the Company and its 

subsidiaries prepared in accordance with the accounting policies described in Note 2 and in accordance with IFRS 1, First-

time Adoption of International Financial Reporting Standards (“IFRS 1”).  The first annual financial statements issued by the 

Company that will comply with IFRS will be those issued for the year ending December 31, 2011.  Accordingly, the Company 

will make an unreserved statement of compliance with IFRS beginning with its 2011 annual consolidated financial statements.  

The first date at which IFRS was applied was January 1, 2010 (the “Transition Date”) and the Company has prepared its IFRS 

opening consolidated statement of financial position at that date.  In accordance with IFRS 1, the Company has: 

 

 applied the same accounting policies throughout all periods presented; 

 applied the policies on a retrospective basis, subject to any mandatory exceptions or any optional exemptions elected 

which require or allow a different basis of application; and 

 selected and applied accounting policies based on the IFRS expected to be effective as at the end of the first IFRS 

annual reporting period, which is December 31, 2011 for the Company and its subsidiaries. 

 

IFRS 1 includes a number of elective exemptions and mandatory exceptions that allow or require a first-time adopter to 

implement certain standards in a manner other than full retrospective application.  Set forth below are the IFRS 1 applicable 

exemptions and exceptions applied in the conversion from Canadian GAAP to IFRS. 

 

a) to apply the requirements of IFRS 3, Business Combinations, prospectively from the Transition Date; 

b) to apply the requirements of IFRS 2, Share-based payments, only to equity instruments granted after November 7, 

2002 which had not vested as of the Transition Date; and  
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Note 13 Transition to IFRS (continued) 
  

 

c) to transfer all foreign currency translation differences, recognized as a separate component of equity, to deficit as at 

the Transition Date including those foreign currency differences which arose on adoption of IFRS. 

 

The following reconciliations present the adjustments made to the Company’s Canadian GAAP financial results of operations 

and financial position to comply with IFRS 1.  Reconciliations include the Company’s Consolidated Statements of Financial 

Position and Consolidated Statements of Shareholders’ Equity as at January 1, 2010, September 30, 2010 and December 31, 

2010; and Consolidated Statements of Operations and Comprehensive Loss, and Consolidated Statements of Cash Flows for 

the three and nine months ended September 30, 2010 and for the twelve months ended December 31, 2010. 

 

     IFRS Opening Consolidated Statement of Financial Position   

As at January 1, 2010     

     
 

Note 

Canadian 

GAAP 

Effect of 

transition to 

IFRS IFRS 

     
     

Assets     

Current     

 Cash and cash equivalents   $ 445,424  $ -  $ 445,424 

 Receivables    80,289   -   80,289 

     
         525,713   -   525,713 

Deposit    17,301   -   17,301 

Interest in tidal energy sites    1   -   1 

Investment in Katabatic Power Corp.    1   -   1 

     
        $ 543,016  $ -  $ 543,016 

     
     

Liabilities     

Current     

 Payables and accruals   $ 51,237  $ -  $ 51,237 

     
          

Equity     

Share capital    12,555,555   -   12,555,555 

Reserves [a]   8,647,415   3,745   8,651,160 

Deficit [a]   (20,711,191)   (3,745)   (20,714,936) 

     
         491,779   -   491,779 

             $ 543,016  $ -  $ 543,016 
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Note 13 Transition to IFRS (continued) 
  

 

 

     Consolidated Statement of Financial Position   

As at September 30, 2010     

     
 

Note 

Canadian 

GAAP 

Effect of 

transition to 

IFRS IFRS 

     
     

Assets     

Current     

 Cash and cash equivalents   $ 145,624  $ -  $ 145,624 

 Receivables    113,320   -   113,320 

     
         258,944   -   258,944 

Deposit    17,301   -   17,301 

Interest in tidal energy sites    1   -   1 

Investment in Katabatic Power Corp.    1   -   1 

     
        $ 276,247  $ -  $ 276,247 

     
     

Liabilities     

Current     

 Payables and accruals   $ 51,099  $ -  $ 51,099 

     
          

Equity     

Share capital    12,555,555   -   12,555,555 

Reserves [a]   8,651,719   261   8,651,980 

Deficit [a]   (20,982,126)   (261)   (20,982,387) 

     
         225,148   -   225,148 

             $ 276,247  $ -  $ 276,247 
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Note 13 Transition to IFRS (continued) 
  

 

 

     Consolidated Statement of Financial Position   

As at December 31, 2010     

     
 

Note 

Canadian 

GAAP 

Effect of 

transition to 

IFRS IFRS 

     
     

Assets     

Current     

 Cash and cash equivalents   $ 234,527  $ -  $ 234,527 

 Receivables    69,799   -   69,799 

     
         304,326   -   304,326 

Deposit    17,301   -   17,301 

Interest in tidal energy sites    1   -   1 

Investment in Katabatic Power Corp.    1   -   1 

     
        $ 321,629  $ -  $ 321,629 

     
     

Liabilities     

Current     

 Payables and accruals   $ 63,978  $ -  $ 63,978 

     
          

Equity     

Share capital    12,705,555   -   12,705,555 

Reserves [a]   8,651,839   193   8,652,032 

Deficit [a]   (21,099,743)   (193)   (21,099,936) 

     
         257,651   -   257,651 

             $ 321,629  $ -  $ 321,629 
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Note 13 Transition to IFRS (continued) 
  

 

 

     Consolidated Statement of Operations and Comprehensive Loss   

Three months ended September 30, 2010     

     
 

Note 

Canadian 

GAAP 

Effect of 

transition to 

IFRS IFRS 

     
     

Expenses     

 Bank charges   $ 226  $ -  $ 226 

 Occupancy costs    18,807   -   18,807 

 Operating supplies    1,132   -   1,132 

 Professional fees    1,805   -   1,805 

 Regulatory and transfer agent fees    1,499   -   1,499 

 Salaries    45,216   -   45,216 

 Stock-based compensation [a]   120   (44)   76 

          

Net loss and comprehensive loss   $ (68,805)  $ 44  $ (68,761) 

     
     
Basic and diluted loss per common share    (0.00)    (0.00) 

     
     
Weighted average number of common shares    14,849,615    14,849,615 
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Note 13 Transition to IFRS (continued) 
  

 

 

     Consolidated Statement of Operations and Comprehensive Loss   

Nine months ended September 30, 2010     

     
 

Note 

Canadian 

GAAP 

Effect of 

transition to 

IFRS IFRS 

     
     

Expenses     

 Bank charges   $ 930  $ -  $ 930 

 Occupancy costs    59,996   -   59,996 

 Operating supplies    6,187   -   6,187 

 Professional fees    7,805   -   7,805 

 Regulatory and transfer agent fees    9,615   -   9,615 

 Salaries    139,919   -   139,919 

 Stock-based compensation [a]   4,304   (3,484)   820 

     
     Loss from operations    (228,756)   3,484   (225,272) 

     
     

Other items     

 Management fees    75,000   -   75,000 

 Interest income    571   -   571 

 Write-off of investment in Katabatic Power Corp.    (117,750)   -   (117,750) 

     
         (42,179)   -   (42,179) 

          

Net loss and comprehensive loss   $ (270,935)  $ 3,484  $ (267,451) 

     
     
Basic and diluted loss per common share    (0.02)    (0.02) 

     
     
Weighted average number of common shares    14,849,615    14,849,615 
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Note 13 Transition to IFRS (continued) 
  

 

 

     Consolidated Statement of Operations and Comprehensive Loss   

Year ended December 31, 2010     

     
 

Note 

Canadian 

GAAP 

Effect of 

transition to 

IFRS IFRS 

     
     

Expenses     

 Bank charges   $ 1,099  $ -  $ 1,099 

 Marketing and promotion    3,818   -   3,818 

 Occupancy costs    78,860   -   78,860 

 Operating supplies    16,726   -   16,726 

 Professional fees    32,455   -   32,455 

 Regulatory and transfer agent fees    12,859   -   12,859 

 Salaries    184,419   -   184,419 

 Stock-based compensation [a]   4,424   (3,552)   872 

     
     Loss from operations    (334,660)   3,552   (331,108) 

     
     

Other items     

 Management fees    75,000   -   75,000 

 Interest income    571   -   571 

 Write-off of GST receivable    (11,713)   -   (11,713) 

 Write-off of investment in Katabatic Power Corp.    (117,750)   -   (117,750) 

     
         (53,892)   -   (53,892) 

          Net loss and comprehensive loss   $ (388,552)  $ 3,552  $ (385,000) 

     
     
Basic and diluted loss per common share    (0.03)    (0.03) 

     
     
Weighted average number of common shares    15,145,506    15,145,506 
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Note 13 Transition to IFRS (continued) 
  

 

 

     Consolidated Statement of Shareholders’ Equity   

As at January 1, 2010     

     
 Share  

Capital Reserves Deficit Equity 

     
     

Canadian GAAP  $ 12,555,555  $ 8,647,415  $ (20,711,191)  $ 491,779 

Opening adjustment   -   3,745   (3,745)   - 

     
     IFRS  $ 12,555,555  $ 8,651,160  $ (20,714,936)  $ 491,779 

     
     

 

 

     Consolidated Statement of Shareholders’ Equity   

As at September 30, 2010     

     
 Share  

Capital Reserves Deficit Equity 

     
     

Canadian GAAP  $ 12,555,555  $ 8,651,719  $ (20,982,126)  $ 225,148 

Opening adjustment   -   3,745   (3,745)   - 

Stock-based compensation [a]   -   (3,484)   3,484   - 

     
     IFRS  $ 12,555,555  $ 8,651,980  $ (20,982,387)  $ 225,148 

     
     

 

 

     Consolidated Statement of Shareholders’ Equity   

As at December 31, 2010     

     
 Share  

Capital Reserves Deficit Equity 

     
     

Canadian GAAP  $ 12,705,555  $ 8,651,839  $ (21,099,743)  $ 257,651 

Opening adjustment   -   3,745   (3,745)   - 

Stock-based compensation [a]   -   (3,552)   3,552   - 

     
     IFRS  $ 12,705,555  $ 8,652,032  $ (21,099,936)  $ 257,651 
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Note 13 Transition to IFRS (continued) 
  

 

 

     Consolidated Statement of Cash Flows   

Three months ended September 30, 2010     

     
 

Note 

Canadian 

GAAP 

Effect of 

transition to 

IFRS IFRS 

     
     

Cash flows from operating activities     

 Net loss   $ (68,805)  $ 44  $ (68,761) 

 Items not involving cash:     

 Stock-based compensation [a]   120   (44)   76 

 Write-off of investment in Katabatic    -   -   - 

 Changes in non-cash working capital     

 Receivables    (9,456)   -   (9,456) 

 Payables and accruals    1,942   -   1,942 

     
      Net cash used in operating activities    (76,199)   -   (76,199) 

     
     

Cash flows from financing activities    -   -   - 

     
     

Cash flows from investing activities    -   -   - 

     
     

Decrease in cash and cash equivalents    (76,199)   -   (76,199) 

Cash and cash equivalents, beginning    221,823   -   221,823 

     
     Cash and cash equivalents, ending   $ 145,624  $ -  $ 145,624 
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Note 13 Transition to IFRS (continued) 
  

 

 

     Consolidated Statement of Cash Flows   

Nine months ended September 30, 2010     

     
 

Note 

Canadian 

GAAP 

Effect of 

transition to 

IFRS IFRS 

     
     

Cash flows from operating activities     

 Net loss   $ (270,935)  $ 3,484  $ (267,451) 

 Items not involving cash:     

 Stock-based compensation [a]   4,304   (3,484)   820 

 Write-off of investment in Katabatic    117,750   -   117,750 

 Changes in non-cash working capital     

 Receivables    (150,781)   -   (150,781) 

 Payables and accruals    (138)   -   (138) 

     
      Net cash used in operating activities    (299,800)   -   (299,800) 

     
     

Cash flows from financing activities    -   -   - 

     
     

Cash flows from investing activities    -   -   - 

     
     

Decrease in cash and cash equivalents    (299,800)   -   (299,800) 

Cash and cash equivalents, beginning    445,424   -   445,424 

     
     Cash and cash equivalents, ending   $ 145,624  $ -  $ 145,624 
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Note 13 Transition to IFRS (continued) 
  

 

 

     Consolidated Statement of Cash Flows   

Year ended December 31, 2010     

     
 

Note 

Canadian 

GAAP 

Effect of 

transition to 

IFRS IFRS 

     
     

Cash flows from operating activities     

 Net loss   $ (388,552)  $ 3,552  $ (385,000) 

 Items not involving cash:     

 Stock-based compensation [a]   4,424   (3,552)   872 

 Write-off of GST receivable    11,713   -   11,713 

 Write-off of investment in Katabatic    117,750   -   117,750 

 Changes in non-cash working capital     

 Receivables    (65,973)   -   (65,973) 

 Payables and accruals    12,741   -   12,741 

     
      Net cash used in operating activities    (307,897)   -   (307,897) 

     
     

Cash flows from financing activities    150,000   -   150,000 

     
     

Cash flows from investing activities    (53,000)   -   (53,000) 

     
     

Decrease in cash and cash equivalents    (210,897)   -   (210,897) 

Cash and cash equivalents, beginning    445,424   -   445,424 

     
     Cash and cash equivalents, ending   $ 234,527  $ -  $ 234,527 

     
     
     

Note: 

 

[a] Stock-based compensation 

 

Under GAAP, the Company measured stock-based compensation related to stock options at fair value of the stock 

options granted using the Black-Scholes option pricing formula and recognized this expense over the vesting period 

of the options.  Forfeitures are recognized as they occur. 
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Note 13 Transition to IFRS (continued) 
  

 

Note: 

 

[a] Stock-based compensation (continued) 

 

IFRS 2, similar to GAAP, requires the Company to measure stock-based compensation related to stock options 

granted to employees at the fair value of the stock options on the date of grant and to recognize such expense over 

the vesting period of the options.  However, for stock options granted to non-employees, IFRS requires that stock-

based compensation be measured at the fair value of the services received unless the fair value cannot be reliably 

measured.  

 

Prior to January 1, 2010, the Company used the straight-line method of calculating vested options.  The fair value of 

stock-based awards with graded vesting was calculated as one grant and the resulting fair value was recognized on a 

straight-line basis over the vesting period.  Effective January 1, 2010, the Company changed from the straight-line 

method to the graded-vesting method. 

 

Under IFRS each tranche of an award with different vesting dates is considered a separate grant for the calculation of 

fair value, and the resulting fair value is amortized over the vesting period of the respective tranches. 

 

Prior to January 1, 2010, forfeitures of awards were recognized as they occurred.  Under IFRS, forfeiture estimates 

are recognized on the grant date and revised for actual experiences in subsequent periods. 

 

The adjustments were calculated only for unvested share purchase options issued and outstanding as of and after 

the Transition Date. 

 

 
  

 

Note 14 Amalgamation with AFG Flameguard Ltd. 
  

 

On July 26, 2011 the Company announced that they entered into an amalgamation agreement (the “Amalgamation 

Agreement”) with AFG Flameguard Ltd. (“AFG”), a private federal Canadian corporation.  Both Orca and AFG sought and 

received shareholder approval at meetings held on August 19, 2011 (“AGSMs”).  Shareholders of both Orca and AFG received 

a joint information circular (the “Circular”) for the AGSMs containing full particulars with respect to the Amalgamation, business 

of AFG and financial position of Orca and AFG before and after the amalgamation.  The Circular is also available at 

www.sedar.com. 

 

AFG is engaged in selling innovative high tech fire suppression, prevention and extinguishing products. 

 

The result of the amalgamation of AFG and Orca (the “Amalgamation”) is the formation of an amalgamated corporation that 

has adopted the name of the private company AFG Flameguard Ltd. (“New AFG”).  New AFG has applied to list on the 

Canadian National Stock Exchange (“CNSX”) and has reserved the stock symbol “AFG”. 
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Note 14 Amalgamation with AFG Flameguard Ltd. (continued) 
  

 

 

Pursuant to the Amalgamation Agreement, and effective October 12, 2011: 

 

1) all Orca issued and outstanding shares have been exchanged for shares of New AFG on a four-for-one basis; 

2) all AFG issued and outstanding common shares have been exchanged for shares of New AFG on a one-to-one 

basis; 

3) all AFG warrants have been exchanged for warrants of New AFG on a one-to-one basis; 

4) Orca as filed a continuation application and articles of continuance with the British Columbia Registrar (“BC 

Registrar”) and Industry Canada (“Federal Registrar”); 

5) AFG and Orca have filed an amalgamation application and articles of continuance with the Federal Registrar and the 

BC Registrar; and 

6) Orca shares, AFG shares, and AFG warrants will be cancelled. 

 

The property, liabilities, legal claims and business operations of each of Orca and AFG shall become those of New AFG. 

 

Pursuant to the Amalgamation Agreement the first directors of New AFG are Thomas Bell, Donald Gordon, Patrick Lavin, 

David Sumner and Frans Vogelzangs. 
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INTRODUCTION 

General 

Orca Power Corp. (“Orca” or the “Company”) and its private subsidiaries, Castagra Products Corp. (“CPC”), Orca 

Fire Safety Products Corp. (“OFSP”) and Orca Tidal Power Corp. (“Orca Tidal Power” or “OTP”) (collectively, 

“we”, “our”) is headquartered in Vancouver, BC.  The Company was incorporated under the Business 

Corporations Act (Alberta) on October 22, 1997 and was continued into British Columbia on December 16, 2004. 

Effective August 10, 2011 the Company transferred to Orca Wind Power Corp. (“OWP”) $15,000 in cash and all of 

its interest in and to the Wind Assets in exchange for 17,849,615 OWP shares, which shares were distributed to 

the Orca shareholders who held Orca shares as at December 29, 2010.  After the distribution, OWP became a 

reporting issuer and was no longer a wholly-owned subsidiary of the Company. 

Basis of Discussion & Analysis 

This management discussion and analysis (“MD&A”) is dated as of November 28, 2011 and should be read in 

conjunction with the condensed financial statements of the Company for the nine months ended September 30, 

2011 (“Condensed Financial Statements”), our audited financial statements for the year ended December 31, 

2010 (“Annual Financial Statements”) and our MD&A for the year ended December 31, 2010. 

Our discussion in this MD&A is based on the Condensed Financial Statements.  The Condensed Financial 

Statements are prepared in accordance with International Financial Reporting Standards (“IFRS”) for interim 

financial statements and accordingly, certain information and note disclosures normally included in the Annual 

Financial Statements are omitted.  Unless expressly stated otherwise, all financial information is presented in 

Canadian dollars. 

All statements other than statements of historical fact in this MD&A are forward-looking statements.  These 

statements represent the Company’s intentions, plans, expectations and beliefs as of the date hereof, and are 

subject to risks, uncertainties and other factors of which many are beyond the control of the Company.  These 

factors could cause actual results to differ materially from such forward-looking statements.  Readers should not 

place undue reliance on these forward-looking statements.  The Company undertakes no obligation to publicly 

revise these forward-looking statements to reflect subsequent events or circumstances. 

Changes in Accounting Policies 

IFRS 1 First-Time Adoption of International Financial Reporting Standards 

Under IFRS 1 ‘First-time Adoption of International Financial Reporting Standards’, the IFRS are applied 

retrospectively at the transition date with all adjustments to assets and liabilities as restated under Canadian 

GAAP taken to retained earnings unless certain exemptions are applied.  IFRS provides for certain optional 

exemptions and certain mandatory exceptions for first time IFRS adopters.  Set forth below is the applicable IFRS 

1 optional exemption applied in the conversion from Canadian GAAP to IFRS. 
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Share-based payments 

The Company has modified its accounting for stock-based compensation in two significant respects to conform to 

the guidance in IFRS 2 Share-Based Payments.  Under Canadian GAAP, the fair value of stock-based awards 

with graded vesting are calculated as one grant and the resulting fair value is recognized on a straight-line basis 

over the vesting period.  Forfeitures of awards are recognized as they occur.  Under IFRS, a fair value 

measurement is required for each vesting installment within the option grant.  Each installment must be valued 

separately, based on assumptions determined from historical data, and recognized as compensation expense 

over each installment’s individual tranche vesting period.  Forfeiture estimates are recognized in the period they 

are estimated, and are revised for actual forfeitures in subsequent periods. 

The adoption of IFRS 2 Share-Based Payments resulted in a decrease of $3,552 in the amount of stock-based 

compensation recognized during the year ended December 31, 2010. 

Impairment of assets 

Under Canadian GAAP, if there is an indication that an asset may be impaired, an impairment test must be 

performed.  This is a two-step impairment test in which (1) undiscounted future cash flows are compared to the 

carrying value; and (2) if those undiscounted cash flows are less than the carrying value, the asset is written down 

to the fair value. 

Under IFRS, an entity is required to assess, at the end of each reporting period, whether there is any indication 

that an asset may be impaired.  If such an indication exists, the entity shall estimate the recoverable amount of 

the asset by performing a one-step impairment test, which requires a comparison of the carrying value of the 

asset to the higher of value in use and fair value less costs to sell.  Value in use is defined as the present value of 

future cash flows expected to be derived from the asset in its current state. 

Additionally, another difference exists as IAS 36, Impairment of Assets allows for the reversal of any previous 

impairment losses where circumstances have changed such that the impairments have been reduced.  Canadian 

GAAP prohibits reversal of impairment losses. 

The Company has concluded that the adoption of these standards will not result in a change to the carrying value 

of its assets on transition to IFRS. 

THE COMPANY AND BUSINESS 

Between 08Q2 and 10Q1, the Company made investments in Katabatic Power Corp. ("Katabatic"), a private wind 

energy developer, while assisting Katabatic with the development of two wind energy sites, the Mount Hays and 

Banks Island Wind Farms, both located on the North Coast of British Columbia.   

On November 25, 2008, Katabatic, through North Coast Wind Energy Corp. ("NCWE") submitted a bid to the BC 

Hydro - 2008 Clean Power Call ("Clean Power Call") with respect to the Banks Island wind project.  NCWE is a 

British Columbia company owned by Katabatic (50%) and a subsidiary of Deutsche Bank AG (50%).  On March 

31, 2010, BC Hydro informed NCWE that the Banks Island proposal was no longer under consideration in the 
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Clean Power Call.  As a result, management made the decision to write-down its investment in Katabatic to $1 at 

that time. 

Also during 2008 the Company made an investment in tidal energy technology by acquiring all of the issued and 

outstanding common shares of Orca Tidal Power.  Orca Tidal Power was developing tidal power generation 

technology.  In April 2009, a US utility patent application was filed for this technology.  Concurrently with the 

decision to write-down its investment in Katabatic, Orca suspended development of its tidal energy technology 

and wrote-down its interest in tidal energy sites to $1. 

During October 2010 the Company signed a letter of intent with PetroWorth Resources Inc. (“PetroWorth”) to 

acquire a 50% working interest in the Lake Ainslie oil & gas property for a total consideration of $1,500,000.  

PetroWorth holds one contiguous Petroleum Exploration Agreement in southwest Cape Breton Island, Canada.  

This Agreement was issued to PetroWorth in July of 2004 by the Province of Nova Scotia and is administered by 

the Provincial Department of Energy.  The total aggregate area within the Lake Ainslie oil & gas property is 

155,292 hectares.  The acquisition was subject to entering into definitive earn-in and joint venture operating 

agreements, the raising of $2,000,000 by the Company and the usual conditions characteristic to similar 

transactions, including satisfaction with the results of the due diligence, approval by the Canadian National Stock 

Exchange (“CNSX”) and completion of a NI 51-101 report.  The Company did not proceed with this acquisition. 

On November 25, 2010, the Company closed a private placement comprised of 3,000,000 common shares at a 

price of $0.05 per share.  The proceeds from the financing were used for general working capital purposes.  

There was no finder’s fee payable in connection with this private placement. 

In addition, during November 2010 the Company entered into two license and distribution agreements with two 

separate private companies - Castagra Products Inc. (the “Castagra Agreement”) and AFG Flameguard Ltd. (the 

“Flameguard Agreement”). 

Pursuant to the Castagra Agreement, the Company was granted by Castagra Products Inc. (“Castagra”) a license 

to market, sell and/or otherwise distribute Castagra’s line of protective field applied coatings derived from its 

plasticized gypsum technology in Canada using the brand “Castagra” or such other trade name as Castagra 

provides to Orca as licensee.  The term of the agreement is from November 15, 2010 to November 14, 2013.  

This license is limited to field applied coatings for use in the maintenance and construction of facilities and 

equipment in the electrical power generation industry in and throughout Canada.  The Castagra Agreement 

entitled Orca to a sales fee of 25% of all gross sales of Castagra’s products generated in Canada by Orca.  This 

agreement was subsequently terminated and is no longer in force. 

Pursuant to the Flameguard Agreement, AFG Flameguard Ltd. (“AFG”) agreed to license the right to market, sell 

and/or otherwise distribute its line of fire safety prevention and extinguishing products in Canada, Mexico, Guyana 

and Panama using the brand “Flameguard” or such other trade name as AFG provides to Orca as licensee.  The 

term of the Flameguard Agreement is from November 10, 2010 until September 30, 2013.  Pursuant to the 

Flameguard Agreement, Orca is entitled to a fee of 25% of all gross sales occurring in the jurisdictions licensed to 
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Orca.  Orca is assigning this agreement to its subsidiary Orca Fire Safety Products Corp. pursuant to the Plan of 

arrangement. 

During November 2010, the Company’s board of directors approved a plan of arrangement between the 

Company and its wholly-owned private subsidiaries Castagra Products Corp. (“CPC”), Orca Fire Safety Products 

Corp. (“OFSP”), Orca Wind Power Corp. (“OWP”) and Orca Tidal Power Corp. (“OTP”) (the “Arrangement”).  The 

Arrangement received shareholder approval on December 29, 2010 and approval by the Supreme Court of British 

Columbia on January 10, 2011.  The details of the Arrangement, pro-forma financial statements and all other 

relevant supporting documents are provided in an information circular which is available at www.sedar.com. 

Prior to the Arrangement the Company was a publicly traded company having, among other things, the following 

agreements and assets: 

a) an agreement with Castagra to market and distribute its field applied coatings to the power generation 

and power project development industry in Canada; 

b) an agreement with AFG to market and sell fire retardant coatings, aerosol extinguishers, photo 

luminescent way-finding signs and systems as well as fire containment, prevention and extinguishing 

products in Canada, Mexico, Guyana and Panama; 

c) an investment in Katabatic which includes convertible debentures ($490,000), promissory notes 

($79,000), cash advances ($94,000), receivables ($110,869) and 9,652,337 common shares of Katabatic, 

all of which have been written down to $1 (the “Wind Assets”); and 

d) 1,000,000 shares, or 100% of OTP, a private British Columbia tidal energy development company (the 

“Tidal Assets”); 

(collectively, the Castagra Agreement, Flameguard Agreement, Wind Assets and Tidal Assets are referred to as 

the “Agreements and Interests”). 

The Arrangement was proposed to facilitate the separation of the Company's primary business activities from the 

Agreements and Interests.  Pursuant to the Arrangement, Orca will: 

a) transfer to CPC $15,000 in cash and all of Orca's interest in and to the Castagra Agreement in exchange 

for 17,849,615 CPC shares multiplied by the conversion factor, which shares will be distributed to the 

Orca shareholders who held Orca shares on the share distribution record date; 

b) transfer to OFSP $15,000 in cash and all of Orca's interest in and to the Flameguard Agreement in 

exchange for 17,849,615 OFSP shares multiplied by the conversion factor, which shares will be 

distributed to the Orca shareholders who held Orca shares on the share distribution record date; 

c) transfer to OWP $15,000 in cash and all of Orca's interest in and to the Wind Assets in exchange for 

17,849,615 OWP shares multiplied by the conversion factor, which shares will be distributed to the Orca 

shareholders who held Orca shares on the share distribution record date; and 

d) transfer to OTP $15,000 in cash and all of Orca’s interest in and to the Tidal Assets in exchange for 

17,849,615 OTP shares multiplied by the conversion factor, which shares will be distributed to the Orca 

shareholders who held Orca shares on the share distribution record date. 
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Each Orca shareholder as of the share distribution record date (December 29, 2010), other than a dissenting 

shareholder, will after the Arrangement hold one new share in the capital of the Company and its pro–rata share 

of the CPC shares, OFSP shares, OWP shares and OTP shares to be distributed under the Arrangement for each 

then held Orca share.  The new shares will be identical in every respect to the present Orca shares.  As of the 

date of this MD&A, CPC, OFSP and OTP still have to issue their shares to the shareholders of Orca and Orca still 

has to transfer cash and assets to CPC, OFSP and OTP. 

On July 26, 2011 the Company announced that it had entered into an amalgamation agreement (the 

“Amalgamation Agreement”) with AFG.  Both Orca and AFG sought and received shareholder approval at 

meetings held on August 19, 2011.  Shareholders of both Orca and AFG received a joint management information 

circular dated July 18, 2011 (the “Circular”) containing full particulars with respect to the amalgamation, business 

of AFG and financial position of Orca and AFG before and after the amalgamation.  The Circular is also available 

at www.sedar.com.  AFG is engaged in selling innovative high tech fire suppression, prevention and extinguishing 

products. 

Effective August 10, 2011 the Company transferred to OWP $15,000 in cash and all of its interest in and to the 

Wind Assets in exchange for 17,849,615 OWP shares, which shares were distributed to the Orca shareholders 

who held Orca shares as at December 29, 2010.  After the distribution, OWP became a reporting issuer and was 

no longer a wholly-owned subsidiary of the Company. 

Effective October 12, 2011 AFG and Orca amalgamated (the “Amalgamation”) to form a corporation that adopted 

the name of the private company AFG Flameguard Ltd. (“New AFG”).  New AFG has applied to list on the 

Canadian National Stock Exchange (“CNSX”) and has reserved the stock symbol “AFG”. 

Pursuant to the Amalgamation Agreement: 

1) all Orca issued and outstanding shares have been exchanged for shares of New AFG on a four-for-one 

basis; 

2) all AFG issued and outstanding common shares have been exchanged for shares of New AFG on a one-

to-one basis; 

3) all AFG warrants have been exchanged for warrants of New AFG on a one-to-one basis; 

4) Orca has filed a continuation application and articles of continuance with the British Columbia Registrar 

(“BC Registrar”) and Industry Canada (“Federal Registrar”); 

5) AFG and Orca have filed an amalgamation application and articles of continuance with the Federal 

Registrar and the BC Registrar; and 

6) Orca shares, AFG shares, and AFG warrants will be cancelled. 

The property, liabilities, legal claims and business operations of each of Orca and AFG shall become those of 

New AFG. 

Pursuant to the Amalgamation Agreement the first directors of New AFG are Thomas Bell, Donald Gordon, 

Patrick Lavin, David Sumner and Frans Vogelzangs. 

  

http://www.sedar.com/
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RESULTS OF OPERATIONS 

 Three months ended September 30,  Nine months ended September 30, 

 

 

2011 

$ 

2010 

$ 

Chg 

% 

 2011 

$ 

2010 

$ 

Chg 

% 

        Management fees   15,000   - --    15,000   75,000 (80) 

Interest income   118   - --    118   571 (79) 

Write-off of investment in Katabatic    -   - --    -   (117,750) (100) 

                           15,118   - --    15,118   (42,179) (136) 

        
 

               Bank charges    88   226 (61)    309   930 (67) 

Consulting fees   3,000   - --    6,000   - -- 

Occupancy costs   20,549   18,807 9    63,775   59,996 6 

Operating supplies   3,590   1,132 217    19,770   6,187 220 

Professional fees   3,000   1,805 66    10,500   7,805 35 

Regulatory and transfer agent fees   7,744   1,499 417    17,472   9,615 82 

Salaries   35,301   45,216 (22)    120,138   139,919 (14) 

Stock-based compensation   -   76 (100)    47   820 (94) 

                           73,272   68,761 7    238,011   225,272 6 

                        Net loss and comprehensive loss   (58,154)   (68,761) (15)    (222,893)   (267,451) (17) 

        

Pursuant to a consulting and management services agreement entered into between the Company and Katabatic, 

the Company did provide advisory and management services and office space and supplies for a fee that was 

reduced from $35,000 per month to $25,000 per month effective January 1, 2010.  Subsequent to the 

announcement by BC Hydro and effective April 1, 2010, the Company elected to terminate its consulting and 

management services agreement with Katabatic. 

During the nine month period ended September 30, 2011, the Company collected $15,000 in management fees 

from OWP for accounting and administrative services provided and legal expenses incurred in completing the 

Arrangement. 

During the three and nine months ended September 30, 2011 interest income earned from funds on deposit with 

financial institutions totaled $nil and $nil (2010 - $nil and $571).  No interest income from funds on deposit with 

financial institutions during the three and nine months ended September 30, 2011 is a result of no funds being 

invested in an interest-bearing instrument.  The interest received during the quarter was from interest accrued on 

HST refunds from the Canada Revenue Agency. 

During the three and nine months ended September 30, 2011 occupancy costs totaled $20,549 and $63,775 

(2010 - $18,807 and $59,996).  Occupancy costs were comprised of rent and utilities of $17,420 and $54,653 

(2010 - $15,783 and $46,923), communication costs of $2,221 and $6,399 (2010 - $2,116 and $6,700), and other 

costs of $908 and $2,723 (2010 - $908 and $6,373).  Our rent commitment is partially offset by two month-to-

month sublease agreements totaling $3,000 per month. 
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During the three and nine months ended September 30, 2011 operating supplies totaled $3,590 and $19,770 

(2010 - $1,132 and $6,187).  The increase was a result of costs associated with the Amalgamation and in 

particular printing and mailing of the joint information circular distributed to shareholders of Orca and AFG ahead 

of the August 2011 special meeting called to approve, among other matters, the Amalgamation.  

During the three and nine months ended September 30, 2011, the Company incurred $6,494 and $10,217 in 

transfer agent fees as compared to $601 and $3,304 for the same period in 2010; the increase was due to costs 

associated with the Amalgamation; in particular costs associated with the special meeting held in August 2011. 

Professional fees for the three and nine months ended September 30, 2011 consist of an accrual to our auditor 

for reviewing our quarterly financial statements and MD&A and an invoice from our auditor for preparing the 

Company’s 2010 Corporate Tax Return. 

Salaries and consulting fees for the three and nine months ended September 30, 2011 totaled $38,301 and 

$126,138 (2010 - $45,216 and $139,919).  Salaries were unchanged from the 2010 comparative periods, 

however they were offset in 11Q2 and 11Q3 by fees collected for assistance with administrative matters in 

regards to the Amalgamation. 

SUMMARY OF QUARTERLY RESULTS 

 2011 2010 2009 

 

September 30 

$ 

June 30 

$ 

March 31 

$ 

December 31 

$ 

September 30 

$ 

June 30 

$ 

March 31 

$ 

December 31 

$ 

        Under Canadian 

GAAP 

Management fees   -   -   -   -   -   -   75,000   (21,000) 

Net loss   (58,154)   (74,233)   (90,506)   (117,549)   (68,761)   (79,276)   (119,414)   (1,765,757) 

EPS 
(1)

   (0.00)   (0.00)   (0.01)   (0.01)   (0.00)   (0.01)   (0.01)   (0.12) 

Expenses - adjusted 
(2)

   73,272   74,218   90,474   105,784   68,685   77,670   78,097   98,462 

(1)
 Fully diluted loss per share has not been calculated, since it would be anti-dilutive. 

(2)
 Expenses after backing-out stock-based compensation. 

Other than quarters 10Q4, 11Q1 and 11Q3 expenses during the most recent quarters have trended downwards 

from the previous years’ comparative quarters as the Company continued to minimize its monthly expenses to 

conserve cash.  The increase in expenses during each of 10Q4, 11Q1 and 11Q3 compared to the comparative 

2009 and 2010 periods is a direct result of costs associated with the Arrangement and Amalgamation. 

As the Amalgamation is now complete, we expect monthly expenses to increase as the operations of both Orca 

and AFG are combined. 
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LIQUIDITY AND CAPITAL RESOURCES 

Financial Position 

 

As at 

September 30, 

2011 

$ 

December 31, 

2010 

$ 

 

Change 

% 

    Cash and cash equivalents   3,935   234,527 (98) 

Other current assets   84,218   69,799 21 

Other assets   17,302   17,303 - 

           105,455   321,629 (67) 

            

Current liabilities   130,651   63,978 104 

Shareholders’ equity   (25,196)   257,651 (110) 

           105,455   321,629 (67) 

        
Cash dividends declared per share   -   -  

        

Total assets as at September 30, 2011 have decreased by $216,174, or 67% compared to December 31, 2010 

and working capital has decreased by $282,846 from $240,348 at December 31, 2010 to a deficiency of $42,498 

as at September 30, 2011.  The decrease is attributable to cash used for operations and the value equal to the 

assigned fair value of assets transferred in connection with the Arrangement offset by an increase in receivables 

comprised of rent owing from companies with common directors and HST receivable.  During the quarter the 

Company collected $28,085 in HST refunds and rent receivable. 

Changes in Cash Position 

 Three months ended 

September 30, 

 Nine months ended 

September 30, 

 

Cash flows: 

2011 

$ 

2010 

$ 

 2011 

$ 

2010 

$ 

      From operating activities   (45,753)   (76,199)    (230,592)   (299,800) 

From financing activities   -   -    -   - 

From investing activities   -   -    -   - 

                  Decrease in cash and cash equivalents   (45,753)   (76,199)    (230,592)   (299,800) 

      

The Company’s cash balance at September 30, 2011 was $3,935, a $230,592 decrease from the December 31, 

2010 balance of $234,527. 

Cash outflow from operating activities was approximately $30,500 and $69,200 lower for the three and nine 

months ended September 30, 2011 due in large part to an $11,000 and $45,000 decrease in net loss.  In addition 
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to the decreases in net loss, fluctuations between periods are also attributed to the timing of payments for 

deposits and payables and the $117,750 write-off of the investment in Katabatic in 2010. 

During the three and nine months ended September 30, 2011, there were no financing or investing activities. 

Financial Instruments 

Financial assets 

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

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

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

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

position at fair value with changes in fair value recognized in the statement of operations.  

Loans and receivables - These assets are non-derivative financial assets with fixed or determinable payments 

that are not quoted in an active market.  They are carried at cost less any provision for impairment.  Individually 

significant receivables are considered for impairment when they are past due or when other objective evidence is 

received that a specific counterparty will default.  

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

payments and fixed maturities that the Company's management has the positive intention and ability to hold to 

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

evidence that the investment is impaired, determined by reference to external credit ratings and other relevant 

indicators, the financial asset is measured at the present value of estimated future cash flows.  Any changes to 

the carrying amount of the investment, including impairment losses, are recognized in the statement of 

operations. 

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

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

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

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

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

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

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

of financial assets, which are described above. 

Financial liabilities 

The Company classifies its financial liabilities into one of two categories.  The Company's accounting policy for 

each category is as follows:  
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Fair value through profit or loss - This category comprises derivatives, or liabilities acquired or incurred principally 

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

position at fair value with changes in fair value recognized in statement of operations. 

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

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

Classification of Financial Instruments 

The Company has classified its cash and cash equivalents as fair value through profit and loss.  Receivables are 

classified as loans and receivables.  Payables and accruals are classified as other financial liabilities. 

Share Capital 

As at the date of this report there are 27,254,188 New AFG common shares issued and outstanding as compared 

to Orca 17,849,615 common shares issued and outstanding as at September 30, 2011. 

Pursuant to the Amalgamation Agreement, on November 10, 2011 all Orca issued and outstanding shares were 

exchanged for shares of New AFG on a four-for-one basis and all AFG issued and outstanding common shares 

were exchanged for shares of New AFG on a one-to-one basis. 

As at the date of this report there are 2,285,024 warrants outstanding, 1,766,670 exercisable at $0.25 expiring 

three months from the date of listing of New AFG shares and 518,354 exercisable at $1.10 expiring 12 months 

from the date of listing of New AFG shares.  There are no stock options outstanding.  Effective July 13, 2011 all 

outstanding Orca stock options were cancelled. 

Future Cash Requirements 

The Company’s future capital requirements will depend on many factors, including, among others, the impact of 

the amalgamation with AFG and cash flow from operations.  The Company believes that its current capital plans 

and requirements can be funded from existing cash on hand and proceeds from the current round of financing.  

To the extent that the Company continues to incur losses and these resources are insufficient to fund the 

Company’s recurring losses until profitability is reached, or the Company pursues other business opportunities, 

the Company may need to raise additional funds through debt or equity financing.  Current market conditions 

have made it more difficult to raise additional funds.  If additional funds are raised through the issuance of equity 

securities, the percentage ownership of current shareholders will be reduced and such equity securities may have 

rights, preferences, or privileges senior to those of the holders of the Company’s common stock.  No assurance 

can be given that additional financing will be available, or that it can be obtained on terms acceptable to the 

Company and its shareholders. 

RELATED PARTY TRANSACTIONS 

Key management personnel comprise the Company’s Board of Directors and executive officers.  During the three 

and nine months ended September 30, 2011, key management compensation is comprised of salaries of $44,500 
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and $133,500 (2010 - $44,500 and $133,500).  As at September 30, 2011 the Company owes its CFO $2,703 for 

expenses. 

During the three and nine month period ended September 30, 2011, the Company accrued $6,000 and $20,495 

(2010 - $6,000 and $20,575) in fees and expenses to a company with common directors for rent; the fees are 

netted against occupancy costs and recorded in the condensed consolidated statements of operations and 

comprehensive loss.  As at September 30, 2011, the Company is owed $60,046 (December 31, 2010 - $42,700), 

which is included in receivables. 

During the three and nine month period ended September 30, 2011, the Company accrued $3,000 and $6,000 

(2010 - $nil and $nil) in fees to a company with a common director for rent; these fees are netted against 

occupancy costs recorded in the condensed consolidated statements of operations and comprehensive loss.  As 

at September 30, 2011, the Company is owed $6,720 (December 31, 2010 - $nil), which is included in 

receivables. 

During the three and nine month period ended September 30, 2011, the Company accrued $nil and $nil (2010 - 

$nil and $nil) in fees to a company with a common director for rent; these fees are netted against occupancy costs 

recorded in the condensed consolidated statements of operations and comprehensive loss.  As at September 30, 

2011, the Company is owed $nil (December 31, 2010 - $2,360). 

All transactions with related parties have occurred in the normal course of operations and are measured at their 

fair value as determined by management.  The period-end balances are unsecured, non-interest bearing, without 

specific terms of repayment and have arisen from the provision of fees described. 

COMMITMENTS, GUARANTEES AND CONTINGENCIES 

Commencing January 1, 2009, the Company entered into a five year operating lease agreement for office 

facilities for approximately $4,700 per month for the first 12 months, approximately $5,200 per month for the 

following 24 months and $5,600 per month for the last 24 month period plus operating costs and applicable taxes. 

ADDITIONAL INFORMATION 

Additional information pertaining to the Company is available on the SEDAR website at www.sedar.com. 

http://www.sedar.com/

