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INDEPENDENT AUDITORS’ REPORT 
 
 
 
 
 

To the Shareholders of 
Plata Latina Minerals Corporation 
 
We have audited the accompanying consolidated financial statements of Plata Latina 
Minerals Corporation, which comprise the consolidated statements of financial 
position as at December 31, 2013 and 2012 and the consolidated statements of loss 
and comprehensive loss, changes in equity and cash flows for the years then ended, 
and a summary of significant accounting policies and other explanatory information.  
 
Management’s responsibility for the consolidated financial statements 
 
Management is responsible for the preparation and fair presentation of these 
consolidated financial statements in accordance with International Financial 
Reporting Standards, and for such internal control as management determines is 
necessary to enable the preparation of consolidated financial statements that are free 
from material misstatement, whether due to fraud or error. 
 
Auditors’ responsibility 
 
Our responsibility is to express an opinion on these consolidated financial statements 
based on our audits. We conducted our audits in accordance with Canadian generally 
accepted auditing standards. Those standards require that we comply with ethical 
requirements and plan and perform the audits to obtain reasonable assurance about 
whether the consolidated financial statements are free from material misstatement. 
  
An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the consolidated financial statements. The procedures selected 
depend on the auditors’ judgment, including the assessment of the risks of material 
misstatement of the consolidated financial statements, whether due to fraud or error. 
In making those risk assessments, the auditors consider internal control relevant to 
the entity’s preparation and fair presentation of the consolidated financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the consolidated financial statements. 
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We believe that the audit evidence we have obtained in our audits is sufficient and 
appropriate to provide a basis for our audit opinion. 
 
Opinion 
 
In our opinion, the consolidated financial statements present fairly, in all material 
respects, the financial position of Plata Latina Minerals Corporation as at 
December 31, 2013 and 2012 and its financial performance and its cash flows for the 
years then ended in accordance with International Financial Reporting Standards. 
 
Emphasis of matter 
 
Without qualifying our opinion, we draw attention to note 1 in the consolidated 
financial statements which indicates that Plata Latina Minerals Corporation 
incurred a net loss of $1,434,002 during the year ended December 31, 2013. In 
addition, the Company has a deficit of $3,952,925. These conditions, along with other 
matters as set forth in note 1, indicate the existence of a material uncertainty that may 
cast significant doubt on the Company’s ability to continue as a going concern. 
 
 
 

Vancouver, Canada,  
April 23, 2014. Chartered Accountants 
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Consolidated Statements of Financial Position 
(Expressed in Canadian Dollars) 

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

 
 Page 3 of 26 

  
December 31, 

2013   
December 31, 

2012 
Assets:      
Current assets:      

Cash and cash equivalents $ 921,943  $ 952,491 
Amounts receivable (notes 3 and 10)  912,833   47,065 
Prepaid expenses (note 10)  103,022   94,530 
  1,937,798   1,094,086 
      

Exploration and evaluation expenditures (note 5)   6,457,866   4,210,435 
Property, plant and equipment  13,482   32,709 
Long-term recoverable tax and other assets (notes 3 
and 6)  143,613   651,976 
      

Total assets $ 8,552,759  $ 5,989,206 

      
      
Shareholders’ equity:      

Common shares (note 7) $ 10,063,184  $ 7,625,668 
Reserves (note 7)  1,729,683   816,792 
Deficit  (3,952,925)   (2,518,923) 
  7,839,942   5,923,537 

      
Liabilities:      
Deferred tax liability (note 8)  651,800   - 
      
Current liabilities:      

Accounts payable and accrued liabilities (notes 4 
and 10)  57,107   65,669 
Income tax payable (note 8)  3,910   - 
  61,017   65,669 
      

Total shareholders’ equity and liabilities $ 8,552,759  $ 5,989,206 

 

 

 

 

 

 

These consolidated financial statements have been authorized for issue by the Board of Directors on April 23, 2014. 

APPROVED BY THE DIRECTORS 

/s/ Michael Clarke  /s/ Gilmour Clausen 
Michael Clarke, President and Chief Executive 
Officer 

 Gilmour Clausen, Chairman 
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Year ended 
December 31, 

2013   

Year ended 
December 31, 

2012 
Expenses:      

Salaries and benefits $ 334,583  $ 306,352 
Office and administration  115,933   77,735 
Professional services  86,774   172,546 
Rent  81,335   70,360 
Share-based payments (note 7d)  68,311   221,887 
Investor relations  43,154   55,367 
Exploration (note 5)  28,601   66,343 
Filing and regulatory  14,738   48,562 
Fiscal and advisory services  11,169   14,473 
Travel  7,786   35,358 
Depreciation  1,623   4,225 

Loss from operations  (794,007)   (1,073,208) 
      
Interest income  20,450   17,388 
Foreign exchange loss  (21)   (9,471) 
Finance costs  (2,249)   (2,177) 

Net loss before tax  (775,827)   (1,067,468) 
      

Income tax expense (note 8)  (658,175)   - 
Net loss for the year  (1,434,002)   (1,067,468) 
      
Other comprehensive income:      
Items that may be reclassified to profit or loss:      

Foreign currency translation differences  244,993   87,965 
      

Comprehensive loss for the year $ (1,189,009)  $ (979,503) 

      
      
Basic and diluted net loss per share $ (0.026)  $ (0.025) 

      
Weighted average number of shares outstanding  55,231,497   42,035,507 



Plata Latina Minerals Corporation 
Consolidated Statements of Changes in Equity 
(Expressed in Canadian Dollars) 

The accompanying notes form an integral part of these consolidated financial statements. 
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 Share capital (note 7)  Reserves     

 
 

Number of 
Shares  Amount  

Accumulated 
other 

comprehensive 
income (loss)  

Options 
and 

warrants  
Reserves 

Total  Deficit  Total Equity 
Balance, January 1, 2013 47,957,826 $ 7,625,668 $ 12,672 $ 804,120 $ 816,792 $ (2,518,923) $ 5,923,537 
              Share-based payments 
expense -  -  -  68,311  68,311  -  68,311 
              Share-based payments 
applied to exploration and 
evaluation expenditures -  -  -  19,090  19,090  -  19,090 
              Shares issued for cash 8,245,000  3,298,000  -  -  -  -  3,298,000 
              Fair value of warrants issued -  (547,639)  -  547,639  547,639  -  - 
              Share issue costs  -  (312,845)  -  32,858  32,858  -  (279,987) 
              Comprehensive income (loss) -  -  244,993  -  244,993  (1,434,002)  (1,189,009) 
              Balance, December 31, 2013 56,202,826 $ 10,063,184 $ 257,665 $ 1,472,018 $ 1,729,683 $ (3,952,925) $ 7,839,942 

  



Plata Latina Minerals Corporation 
Consolidated Statements of Changes in Equity 
(Expressed in Canadian Dollars) 

The accompanying notes form an integral part of these consolidated financial statements. 
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 Share capital (note 7)  Reserves     

 
 

Number of 
Shares  Amount  

Accumulated 
other 

comprehensive 
income (loss)  

Options 
and 

warrants  
Reserves 

Total  Deficit  Total Equity 
Balance, January 1, 2012 28,835,000 $ 2,959,320 $ (75,293) $ 661,863 $ 586,570 $ (1,451,455) $ 2,094,435 
              Share-based payments 
expense -  -  -  221,887  221,887  -  221,887 
              Share-based payments 
applied to exploration and 
evaluation expenditures -  -  -  51,368  51,368  -  51,368 
              Repricing of common shares -  85,590  -  -  -  -  85,590 
              Initial public offering 6,900,000  3,450,000  -  -  -  -  3,450,000 
              Share issue costs  -  (393,103)  -  59,167  59,167  -  (333,936) 
              Issued on exercise of warrants 12,223,250  1,333,950  -  -  -  -  1,333,950 
              Fair value of warrants 
exercised -  190,165  -  (190,165)  (190,165)  -  - 
              
Shares returned to treasury (424)  (254)  -  -  -  -  (254) 
              Comprehensive income (loss) -  -  87,965  -  87,965  (1,067,468)  (979,503) 
              Balance, December 31, 2012 47,957,826 $ 7,625,668 $ 12,672 $ 804,120 $ 816,792 $ (2,518,923) $ 5,923,537 
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Consolidated Statements of Cash Flows 
(Expressed in Canadian Dollars) 

The accompanying notes form an integral part of these consolidated financial statements. 
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Year ended 
December 31, 

2013   

Year ended 
December 31, 

2012 
Cash provided by (used in):      
Operating activities:      
Net loss before tax $ (775,827)  $ (1,067,468) 
Adjustments to reconcile loss before tax to net cash 
flows:      

Share-based payments  68,311   221,887 
Unrealized foreign exchange loss  10,344   2,358 
Depreciation  1,623   4,225 

Income taxes paid  (2,465)   - 
  (698,014)   (838,998) 

Net changes in non-cash working capital items:      
Amounts receivable  (188,992)   (27,871) 
Prepaid expenses  (8,492)   39,114 
Accounts payable and accrued liabilities  (28,173)   (87,723) 

Cash used in operating activities  (923,671)   (915,478) 
      

Financing activities:      
Proceeds from private placement  3,298,000   - 
Proceeds from initial public offering  -   3,450,000 
Share issue costs  (279,987)   (333,936) 
Exercise of warrants  -   1,333,950 
Repricing of common shares  -   85,590 
Shares returned to treasury  -   (254) 

Cash provided by (used in) financing activities  3,018,013   4,535,350 
      
Investing activities:      

Exploration and evaluation expenditures  (1,966,772)   (3,321,954) 
Purchase of property, plant and equipment  (6,773)   (42,471) 
Long-term recoverable tax and other assets  (131,365)   (457,391) 

Cash used in investing activities  (2,104,910)   (3,821,816) 
      
Effect of exchange rate changes on cash and cash 
equivalents  (19,980)   (17,677) 

      
Increase (decrease) in cash and cash equivalents  (30,548)   (219,621) 
      
Cash and cash equivalents, beginning of year  952,491   1,172,112 
      
Cash and cash equivalents, end of year $ 921,943  $ 952,491 

      
      
Cash and cash equivalent balances, end of year 
comprise:      

Cash $ 181,943  $ 90,061 
Guaranteed Investment Certificates  740,000   862,430 

Total cash and cash equivalents $ 921,943  $ 952,491 
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Notes to the Consolidated Financial Statements 
For the Year Ended December 31, 2013 
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1. Nature of operations and going concern 

Plata Latina Minerals Corporation (“Plata”) was incorporated on April 1, 2010 and is organized under 
the laws of British Columbia, Canada.  Plata’s corporate office is located at Suite 555 – 999 Canada 
Place, Vancouver, British Columbia, Canada, V6C 3E1. The consolidated financial statements as at 
December 31, 2013 consist of Plata and its five wholly-owned subsidiaries: Plaminco S.A. de C.V. 
(“Plaminco”), Minera Central Vaquerias S.A. de C.V. (“MCV”), Minera Exploradora del Centro S.A. de 
C.V. (“MEC”), Servicio PLMC (“Servicio”) and Plata Latina US Ltd. (“Plata US”, collectively referred to 
as the “Company”).  Plaminco, MCV, MEC and Servicio are organized under the laws of Mexico and 
Plata US is organized under the laws of Colorado.  On April 11, 2012, Plata began trading on the TSX 
Venture Exchange (“TSX-V”) under the symbol “PLA”. 

The Company is in the process of acquiring and exploring mineral property interests and has not yet 
determined whether the properties contain mineral reserves that are economically recoverable. The 
amounts shown as exploration and evaluation expenditures represent acquisition and exploration 
costs and do not necessarily represent present or future values. Recoverability of the amounts shown 
for exploration and evaluation expenditures is dependent upon the discovery of economically 
recoverable mineral reserves, securing and maintaining title and beneficial interest in the properties, 
the ability of the Company to obtain financing necessary to complete the exploration and 
development of its mineral properties, and on future profitable production or proceeds from the 
disposition of the mineral properties. 

Although the Company has taken steps to verify title to mineral properties in which it has an interest, 
in accordance with industry standards for the current stage of exploration of such properties, these 
procedures do not guarantee the Company's title.  

The Company has not generated revenue from operations. At December 31, 2013, the Company had 
cash and cash equivalents of $921,943, working capital of $1,876,781, a net loss for the year of 
$1,434,002, and a deficit of $3,952,925. Taking into account the cash and cash equivalents and 
working capital at December 31, 2013, the Company will require financing in the fourth quarter of 
2014 to meet its ongoing requirements, in particular in relation to the Vaquerias property option to 
purchase the core Vaquerias license whereby US$420,000 is due in December 2014. The Company 
is in the process of renegotiating the terms of this property option agreement. The Company’s current 
funding sources indicate the existence of a material uncertainty that raises substantial doubt about 
the Company’s ability to continue as a going concern and is dependent on the Company raising 
additional financing.  Plata has historically raised funds principally through the sale of securities. The 
Company expects that it will obtain funding through equity financing, debt financing or some other 
means depending on market conditions and other relevant factors at the time. However, there can be 
no assurance that the Company will be able to obtain such additional funding or obtain it on 
acceptable terms.  These consolidated financial statements do not give effect to any adjustment 
which would be necessary should the Company be unable to continue as a going concern and, 
therefore, be required to realize its assets and discharge its liabilities in other than the normal course 
of business and at amounts different from those reflected in the consolidated financial statements.  
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2. Significant accounting policies 

a) Statement of compliance 

These consolidated financial statements have been prepared in accordance with International 
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board 
(“IASB”) and interpretations of the IFRS Interpretations Committee (“IFRIC”).  

The accounting policies applied in these consolidated financial statements are based on IFRS 
effective for the year ending December 31, 2013 as issued and outstanding as of April 23, 2014, the 
date the Board of Directors approved the statements.   

b) Basis of preparation 

These consolidated financial statements have been prepared on a historical cost basis. In addition, 
these consolidated financial statements have been prepared using the accrual basis of accounting, 
except for cash flow information. 

The consolidated financial statements are prepared in Canadian dollars. The functional currency of 
Plata is Canadian dollars, the functional currency of Plaminco, MCV, MEC and Servicio is Mexican 
pesos, and the functional currency of Plata US is the United States dollar. 

c) Basis of consolidation 

These consolidated financial statements include the accounts of Plata and its 100% owned 
subsidiaries, Plaminco, MCV, MEC, Servicio and Plata US.  Subsidiaries are all entities (including 
structured entities) over which the Company has control.  The Company controls an entity when it is 
exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to 
affect those returns through its power over the entity.  The financial statements of subsidiaries are 
included in the consolidated financial statements from the date which control is transferred to the 
Company until the date that control ceases.  All intercompany transactions and balances have been 
eliminated on consolidation. 

d) Foreign currency 

The consolidated financial statements are presented in Canadian dollars.  Each entity in the 
Company determines its own functional currency and items included in the financial statements of 
each entity are measured using that functional currency. 

Foreign currency translation 

Transactions in currencies other than the functional currency are recorded at rates of exchange 
prevailing on the dates of transactions. At the end of each reporting period, monetary assets and 
liabilities that are denominated in foreign currencies are translated at rates prevailing at that date. 
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated 
using the exchange rate as at the date of the initial transaction. 

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value 
are translated to the functional currency at the exchange rate at the date that the fair value was 
determined. Foreign currency differences arising on retranslation of non-monetary items are 
recognised in the profit or loss or other comprehensive income (loss), should specific criteria be met. 
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Notes to the Consolidated Financial Statements 
For the Year Ended December 31, 2013 
(Expressed in Canadian Dollars, unless otherwise stated) 

 
 Page 10 of 26 

Foreign operations 

A subsidiary that has a functional currency other than Canadian dollars translates its statement of 
operations items to Canadian dollars at the average rate during the period. Assets and liabilities are 
translated at exchange rates prevailing at the end of each reporting period. Exchange variations 
resulting from the retranslation at closing rate of the net investment in such subsidiaries, together with 
differences between their statement of operations items translated at actual and average rates, are 
recognized in other comprehensive income (loss) as part of the foreign currency translation reserve.  

For the purpose of foreign currency translation, the net investment in a foreign operation is 
determined inclusive of foreign currency intercompany balances for which settlement is neither 
planned nor likely to occur in the foreseeable future. The balance of the foreign currency translation 
reserve relating to a foreign operation that is disposed of, or partially disposed of, is recognized in the 
statement of operations at the time of disposal. 

e) Cash and cash equivalents 

Cash and cash equivalents include amounts held in banks and short-term investments with maturities 
at a point of purchase of 90 days or less or are cashable after 30 days at the option of the Company.  
Interest from cash and cash equivalents is recorded on an accrual basis. 

f) Amounts receivable 

Amounts receivable are stated at carrying value less provision for impairment, which approximates 
fair value due to short terms to maturity.  A provision for impairment is established when there is 
objective evidence that the Company will not be able to collect all amounts due accordingly. 

g) Mineral exploration and evaluation expenditures 

Pre-license costs 

Pre-license costs are expensed in the period in which they are incurred. 

Exploration and evaluation costs 

Once the legal right to explore has been acquired, exploration and evaluation expenditures will be 
capitalized, unless the directors conclude that a future economic benefit is not likely to be realized, in 
which case the expenditures will be charged to profit or loss as incurred.  These costs include, but are 
not limited to, drilling costs, payments made to contractors, materials and fuels used and surveying 
costs. 

At such time as commercial production commences, these costs will be charged to operations on a 
unit-of-production method based on proven and probable reserves. The aggregate costs related to 
abandoned mineral claims are charged to operations at the time of any abandonment or when it has 
been determined that there is evidence of a permanent impairment. 

The recoverability of amounts shown for exploration and evaluation assets is dependent upon the 
discovery of economically recoverable reserves, the ability of the Company to obtain financing to 
complete development of the properties, and on future production or proceeds of disposition.  
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All capitalized exploration and evaluation expenditures are monitored for indications of impairment at 
the end of each reporting period. Where a potential impairment is indicated, assessments are 
performed for each area of interest. To the extent that exploration expenditures are not expected to 
be recovered, they are charged to the results of operations. Exploration areas where reserves have 
been discovered, but require major capital expenditure before production can begin, are continually 
evaluated to ensure that commercial quantities of reserves exist or to ensure that additional 
exploration work is underway as planned.  

h) Property, plant and equipment 

Property, plant and equipment (“PPE”) is stated at historical cost, less accumulated depreciation and 
accumulated impairment losses. The cost of an item of PPE consists of the purchase price and any 
costs directly attributable to bringing the asset to the location and condition necessary for its intended 
use. 

Depreciation is calculated on a straight line basis over the following terms: 

Office furniture 5 Years 
Leasehold improvements 5 Years 
Vehicles 3 Years 
Equipment 3 Years 
Computer hardware 2 Years 

i) Financial instruments 

Financial assets 

Upon initial recognition all financial assets are initially recorded at fair value and designated into one 
of the following four categories:  held to maturity, available-for-sale, loans and receivables, or at fair 
value through profit or loss (“FVTPL”).  The designation depends on the purpose for which the 
financial assets were acquired.  

Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses 
recognized through earnings.  The Company has not designated any financial assets upon initial 
recognition as FVTPL. 

Financial assets classified as loans and receivables and held to maturity assets are measured at 
amortized cost.  The Company’s cash and cash equivalents and amounts receivable are classified as 
loans and receivables.  The Company did not have any held-to-maturity investments for the years 
ending December 31, 2013 or 2012. 

Financial assets classified as available-for-sale are measured at fair value with unrealized gains or 
losses recognized in other comprehensive income and loss except for losses in value that are 
considered impairments which are recognized in earnings.  The Company did not have any available-
for-sale financial assets for the years ending December 31, 2013 or 2012. 

Transaction costs associated with FVTPL financial assets are expensed as incurred, while 
transaction costs associated with all other financial assets are included in the initial carrying amount 
of the asset. 
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Financial liabilities 

All of the Company’s financial liabilities are classified as other financial liabilities.  The Company does 
not have any financial liabilities classified as FVTPL. 

Financial liabilities classified as other financial liabilities are initially recognized at fair value less 
directly attributable transaction costs.  After initial recognition, other financial liabilities are 
subsequently measured at amortized cost using the effective interest rate method.  The effective 
interest rate method is a method of calculating the amortized cost of a financial liability and of 
allocating interest expense over the relevant period.  The effective interest rate is the rate that 
discounts estimated future cash payments through the expected life of the financial liability, to, where 
appropriate, a shorter period.  The Company’s accounts payable and accrued liabilities are classified 
as other financial liabilities. 

j) Impairment of assets 

At the end of each reporting period, the Company assesses each long lived asset or cash generating 
unit to determine whether there is any indication that those assets are impaired.  If any such 
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of 
the impairment, if any.  The recoverable amount is the higher of the fair value less cost to dispose 
and the 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 discount 
rate that reflects current market assessment of the time value of money and the risk of a specific 
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 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. 

When an impairment 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. 

k) Provisions 

Provisions are recognized when the Company has a present obligation (legal or constructive) as a 
result of a past event, it is probable than an outflow of resources embodying economic benefits will be 
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.  
The expense relating to any provision is presented in the profit or loss net of any reimbursement.  If 
the effect of the time value of money is material, provisions are discounted using a current pre-tax 
rate that reflects where appropriate, the risks specific to the liability.  
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Decommissioning and restoration provisions 

An obligation to incur restoration, rehabilitation and environmental costs arises when environmental 
disturbance is caused by the exploration, development or ongoing production of a mineral property 
interest. The Company recognizes a liability for decommissioning and restoration provision (“DRP”) in 
the period in which it is incurred if a reasonable estimate of the costs can be made. The Company 
records the present value of the estimated future cash flows associated with site closure and 
reclamation as a liability when it is incurred and increases the carrying value of the related assets for 
that amount. Subsequently, these capitalized costs are amortized over the life of the related assets. 
The DRP is adjusted each reporting period for changes to factors including the expected amount of 
cash flows required to discharge the liability, the timing of such cash flows and the discount rate. The 
Company has no material DRP as of December 31, 2013 and 2012. 

l) Income taxes 

Current income tax 

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 income tax 

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 utilised.  The carrying amount of deferred tax assets are 
reviewed at the end of each reporting date and are reduced to the extent it is no longer probable that 
the related tax benefit will be realized.  

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current 
tax assets against current tax liabilities, when they relate to income taxes of the same taxable entity 
and levied by the same taxation authority. 

Deferred tax is provided using the balance sheet method, providing for temporary differences, 
between the carrying amounts of assets and liabilities for financial reporting purposes and the 
amounts used for taxation purposes. Deferred tax is not recognized for temporary differences which 
arise on the initial recognition of assets or liabilities in a transaction that is not a business combination 
that affect neither accounting or taxable profit or loss.  Deferred tax is also not recognized for 
temporary differences relating to investments in subsidiaries to the extent that it is probable that they 
will 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 reporting date. 

m) Share capital 

Common shares are classified as equity.  Incremental costs directly attributable to the issuance of 
common shares are recognized as a deduction from equity, net of any tax effects.  
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n) Accounting for warrants 

The fair value of warrants issued in connection with common share placements are recognized on the 
date of issue as reserves.  The Company uses the Black-Scholes option pricing model to estimate the 
fair value of the warrants issued. 

o) Loss per share 

The Company presents basic and fully diluted loss per share for its common shares.  Basic loss per 
share is calculated by dividing loss attributable to common shareholders of the Company by the 
weighted average number of common shares outstanding during the period. 

p) Other comprehensive income (loss) 

Other comprehensive income (loss) is the change in the Company’s net assets that results from 
transactions, events and circumstances from sources other than the Company’s shareholders and 
includes items that are not included in net profit such as unrealized gains or losses on available-for-
sale investments, gains or losses on certain derivative instruments and foreign currency gains or 
losses related to foreign operations. 

The Company’s comprehensive income (loss), components of other comprehensive income, and 
cumulative translation adjustments are presented in the consolidated statements of comprehensive 
income (loss) and the consolidated statements of changes in equity. 

q) Significant accounting estimates, judgements and assumptions 

The preparation of these consolidated financial statements requires management to make certain 
estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at the 
date of the consolidated financial statements and reported amounts of expenses during the reporting 
period.  Actual outcomes could differ from these estimates.  

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

In particular, information about significant areas of estimation uncertainty considered by management 
in preparing the consolidated financial statements is described below. 

i. Carrying value of exploration and evaluation expenditures 

The carrying values and assessment of impairment of exploration and evaluation expenditures is 
based on costs incurred and management’s estimate of net recoverable value. Estimates may not 
necessarily reflect actual recoverable value as this will be dependent on the development 
program, the nature of the mineral deposit, commodity prices, adequate funding and the ability of 
the Company to achieve commercial production. 

ii. Options and warrants 

The fair value of options and warrants is determined on the grant date.  In order to compute the 
fair value, the Company uses the Black-Scholes option pricing model which requires 
management to make certain estimates, judgement, and assumptions in relation to the expected 
life, expected volatility, expected dividend yield and the risk-free interest rate, as well as the 
number of options or warrants expected to be exercised. 
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r) New accounting policies adopted during the year 

Effective January 1, 2013, the Company adopted the following changes in accounting standards: IAS 
1 (Amendment), Presentation of Financial Statements, IFRS 10, Consolidated Financial Statements, 
IFRS 11, Joint Arrangements, IFRS 12, Disclosures of Interest in Other Entities and IFRS 13, Fair 
Value Measurement.  Adoption of IAS 1, IFRS 10, IFRS 11, IFRS 12 and IFRS 13 did not result in 
any significant changes to the Company’s accounting or in the disclosure in its consolidated financial 
statements. 

s) New accounting standards, amendments and interpretations 

Certain new standards, interpretations and amendments to existing standards have been issued by 
the International Accounting Standards Board (IASB) or IFRS Interpretations Committee (IFRIC).  
Some updates that are not applicable or are not consequential to the Company may have been 
excluded. 

Standards issued but not yet effective: 

IFRS 9, Financial Instruments: Classification and Measurement is the first part of a new standard on 
classification and measurement of financial assets that will replace IAS 39, Financial Instruments: 
Recognition and Measurement.  IFRS 9 has two measurement categories:  amortized cost and fair 
value.  All equity instruments are measured at fair value.  A debt instrument is measured at amortized 
cost only if the entity is holding it to collect contractual cash flows and the cash flows represent 
principal and interest.  Otherwise it is measured at fair value through profit or loss. The IASB has 
deferred the mandatory effective date for annual periods beginning on or after January 1, 2015 and 
has left it open pending the finalization of the impairment and classification and measurement 
requirements.   

IAS 36, Impairment of Assets provides for additional disclosures that may be required in the event the 
Company recognises an impairment loss or the reversal of an impairment loss. IAS 36 is effective for 
years beginning on or after January 1, 2014. 

The Company has not yet assessed the impact of these standards on its financial reporting. 

3. Amounts receivable 

  
December 31,  

2013  
December 31,  

2012 
Mexican value added tax (“IVA”) recoverable (note 6, 9) $ 905,063 $ - 
Sales tax receivable  4,071  43,856 
Other receivables  3,699  2,083 
Due from related party (note 10)  -  1,126 
 $ 912,833 $ 47,065 

The Company anticipates full recovery of the amounts within the next 12 months, and therefore no 
impairment has been recorded against these receivables.  The Company holds no collateral for any 
receivable amounts outstanding as at December 31, 2013. 

At December 31, 2013, 99% of the receivables that were outstanding over one month are comprised 
of IVA recoverable in Mexico (December 31, 2012 – classified as long-term).  
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4. Accounts payable and accrued liabilities 

  
December 31,  

2013  
December 31, 

2012 
Trade payables $ 27,762 $ 24,873 
Accrued liabilities  28,000  40,699 
Due to related party (note 10)  1,345  97 
 $ 57,107 $ 65,669 

All trade payables are non-interest bearing and payable within 30 days.  All other payables and 
accrued liabilities have an average life before payment of 90 days. 

5. Exploration and evaluation expenditures 

The Company holds interest in its mineral properties through its wholly-owned subsidiary, Plaminco. 
During the year ended December 31, 2012, the Company commenced capitalization of the Vaquerias 
and Palo Alto project costs. 

Capitalized 

The following is a summary of changes in exploration and evaluation expenditures during the year 
ended December 31, 2012: 

  
Naranjillo 
Project  

Vaquerias 
Project  

Palo Alto 
Project  Total 

Balance, January 1, 2012 $ 799,745 $ - $ - $ 799,745 
         
Field work phase:         
Contractor and general labour  -  8,665  10,881  19,546 
Travel, food and accommodations  5,702  3,889  1,277  10,868 
Camp costs, supplies and other  235  1,336  280  1,851 
Vehicles and related costs  1,399  930  755  3,084 

Drilling phase:         
Assaying  170,208  -  -  170,208 
Contract drilling  2,541,246  -  -  2,541,246 
Contractor and general labour  195,409  -  -  195,409 
Travel, food and accommodations  23,492  -  -  23,492 
Camp costs, supplies and other  61,739  -  -  61,739 
Vehicles and related costs  15,510  -  -  15,510 
Equipment rentals  7,706  -  -  7,706 

Other         
Claims, taxes and acquisitions 
costs  16,353  30,245  2,829  49,427 
Salaries, benefits and share-based 
payments  184,875  16,211  6,418  207,504 
Legal  4,322  6,605  3,860  14,787 
Depreciation  27,550  -  -  27,550 
Access rights  -  5,944  -  5,944 
Environmental  5,423  3,162  8,597  17,182 

Foreign exchange movements  37,637  -  -  37,637 
Subtotal additions  3,298,806  76,987  34,897  3,410,690 
         
Balance, December 31, 2012 $ 4,098,551 $ 76,987 $ 34,897 $ 4,210,435 
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The following is a summary of changes in exploration and evaluation expenditures during the year 
ended December 31, 2013: 

  
Naranjillo 
Project  

Vaquerias 
Project  

Palo Alto 
Project  Total 

Balance, January 1, 2013 $ 4,098,551 $ 76,987 $ 34,897 $ 4,210,435 
         
Field work phase:         
Assaying  -  1,214  -  1,214 
Contractor and general labour  -  12,799  6,983  19,782 
Travel, food and accommodations  -  2,880  2,900  5,780 
Camp costs, supplies and other  -  2,380  385  2,765 
Vehicles and related costs  -  1,077  319  1,396 
Geophysical surveys  -  -  360  360 

Drilling phase:         
Assaying  74,690  63,489  -  138,179 
Contract drilling  837,542  397,455  -  1,234,997 
Contractor and general labour  99,796  64,821  -  164,617 
Travel, food and accommodations  27,987  16,201  -  44,188 
Camp costs, supplies and other  29,656  18,784  -  48,440 
Vehicles and related costs  14,952  9,168  -  24,120 
Equipment rentals  3,662  4,629  -  8,291 
Geophysical surveys  1,713  1,034  -  2,747 

Other         
Claims, taxes and acquisitions 
costs  31,467  51,304  14,524  97,295 
Salaries, benefits and share-based 
payments  142,872  29,455  8,944  181,271 
Legal  3,261  7,170  9,424  19,855 
Depreciation  25,398  -  -  25,398 
Environmental  2,919  7,987  63  10,969 

Foreign exchange movements  210,643  3,470  1,654  215,767 
Subtotal additions  1,506,558  695,317  45,556  2,247,431 
         
Balance, December 31, 2013 $ 5,605,109 $ 772,304 $ 80,453 $ 6,457,866 

Naranjillo Project 

The mineral exploration concessions were issued by the Mexican General Directorate of Mines 
(“GDM”) as follows: 

Licence Hectares Date received Licence valid until 
La Sibila 4,749 April 20, 2011 April 19, 2061 
La Sibila I 2,957 September 23, 2011 September 22, 2061 
La Sibila II 3,790 August 26, 2011 August 25, 2061 
La Sibila III 18,059 April 10, 2013 April 9, 2063 
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Vaquerias Project 

The Company has the right to purchase the core Vaquerias license, consisting of 100 hectares, 
through a purchase option agreement dated June 30, 2011.  The option agreement gives the 
Company the right to purchase the Vaquerias license for US$500,000 over four years, with the 
vendors retaining a 2% net smelter return (“Vaquerias Option”).  In addition, the Company has the 
option of purchasing the net smelter return for US$500,000 within 18 months of exercising the 
Vaquerias Option.  During the year ended December 31, 2013, the Company paid the vendors 
US$30,000 in accordance with the terms of the option agreement (cumulative to December 31, 2012 
– US$30,000), and payments totalling US$440,000 remaining outstanding to purchase the Vaquerias 
license. 

In addition to the Vaquerias Option, the Company holds three titled adjacent concessions, known as 
Sol, Luna and Tierra.  The Sol, Luna and Tierra licenses were issued by the GDM to Plaminco on 
December 13, 2011, December 8, 2011, and April 13, 2012, respectively.  Together, all three licenses 
cover 15,900 hectares and are valid for fifty years following issuance of title. 

Palo Alto Project 

The Palo Alto project consists of the Catalina, Catalina II, Catalina III and Catalina IV licenses. The 
Catalina, Catalina II and Catalina III licenses were issued by the GDM to Plaminco on November 22, 
2012, November 4, 2011 and November 30, 2011, respectively. Together, all three licenses cover 
5,655 hectares and are valid for fifty years following issuance of title.  The Catalina IV license is 
pending issuance by the GDM. 

Expensed 

The following is a summary of exploration and evaluation expenditures expensed by category: 

  
December 31,  

2013  
December 31, 

2012 
Assaying $ - $ 15,717 
Contractor and general labour  4,278  8,574 
Travel, food and accommodations   3,505  1,498 
Camp costs, supplies and other  1,965  630 
Vehicles and related costs  364  488 
Environmental  -  3,273 
Claims and taxes  16,962  27,262 
Salaries and benefits  -  4,079 
Legal  1,527  4,822 
Total $ 28,601 $ 66,343 

The following property’s exploration and evaluation expenditures were expensed during the year 
ended December 31, 2013 and 2012: 

Los Agustinos Project 

The Los Agustinos project consists of the Felipe Mateo license issued by the GDM to Plaminco on 
December 13, 2011.  This license covers 6,966 hectares and is valid for fifty years following issuance 
of title. 
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La Joya Project 

The GDM issued title to the La Carmen license for the La Joya Project on December 21, 2010.  The 
La Carmen concession covers 5,635 hectares, and is valid until December 20, 2060. 

6. Long-term recoverable tax and other assets 

  
December 31,  

2013  
December 31, 

2012 
IVA recoverable (note 3, 9a) $ - $ 639,729 
Other assets (note 10)  143,613  12,247 
 $ 143,613 $ 651,976 

7. Capital and reserves 

a) Authorized share capital 

At December 31, 2013, the authorized share capital comprised of an unlimited number of common 
shares. The common shares do not have a par value and all issued common shares are fully paid. 

b) Reconciliation of changes in share capital 

 December 31, 2013  December 31, 2012 

 
Number of 

Shares  Amount 
 Number of 

Shares  Amount 
Balance, beginning of year 47,957,826 $ 7,625,668  28,835,000 $ 2,959,320 
Shares issued for cash (note b(i)) 8,245,000  3,298,000  -  - 
Fair value allocated to warrants issued -  (547,639)  -  - 
Repricing of common shares -  -  -  85,590 
Initial public offering -  -  6,900,000  3,450,000 
Share issue costs -  (312,845)  -  (393,103) 
Issued on exercise of warrants -  -  12,223,250  1,333,950 
Fair value of warrants exercised -  -  -  190,165 
Shares returned to treasury -  -  (424)  (254) 
Balance, end of year 56,202,826 $ 10,063,184  47,957,826 $ 7,625,668 

i. Shares issued for cash 

On February 12, 2013, Plata completed a private placement of 8,245,000 units at $0.40 per unit for 
gross proceeds of $3,298,000.  Each unit comprises a common share and one-half of one common 
share purchase warrant.  Each full warrant is exercisable into one common share of the Company at 
an exercise price of $0.65 per common share for a period of two years expiring on February 12, 2015.  
The fair value of the warrants issued was estimated at $547,639 using the Black-Scholes option 
pricing model and recorded as an increase in reserves.  

In connection with the private placement, the underwriter received a 5.5% cash commission and 
broker warrants equal to 3.0% of the units issued (the “Broker Warrants”). Each Broker Warrant is 
exercisable into one common share of the Company at an exercise price of $0.65 per common share 
for a period of two years expiring on February 12, 2015.  The fair value of the Broker Warrants issued 
was estimated at $32,858 using the Black-Scholes option pricing model and recorded as share issue 
costs.  
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c) Foreign currency translation reserve 

The translation reserve comprises all foreign currency differences arising from the translation of the 
financial statements of the foreign operations, as well as from the translation of inter-group loans that 
form the Company’s net investment in a foreign subsidiary. 

d) Options and warrants reserve 

Stock options 

On March 1, 2012, the Company’s stock option plan was approved by the Board of Directors of the 
Company which provides eligible directors, officers, employees and consultants with the opportunity 
to acquire an ownership interest in the Company and is the basis for the Company’s long-term 
incentive scheme. 

The following table shows the change in the Company’s stock options during the year ended 
December 31, 2013: 

 Year ended December 31, 2013  Year ended December 31, 2012 

 
Number of 

Options  

Weighted 
Average 
Exercise 

Price 
(in CAD)  

Number of 
Options  

Weighted 
Average 
Exercise 

Price 
(in CAD) 

Balance, start of period 1,490,000  $0.50  -   
Granted -  -  1,530,000  $0.50 
Forfeited (30,000)  $0.50  (36,667)  $0.50 
Expired (395,000)  $0.50  (3,333)  $0.50 

Balance, end of period 1,065,000  $0.50  1,490,000  $0.50 

The following table provides information on stock options outstanding and exercisable at December 
31, 2013: 

  Options Outstanding  Options Exercisable 

Grant Date 
Exercise 

Price 
Number of 

Options  

Weighted 
average 

remaining 
contractual 
life (years)  

Number of 
Options  

Weighted 
average 

remaining 
contractual 
life (years) 

April 11, 2012  $0.50 1,065,000  3.28  751,662  3.28 
  1,065,000  3.28  751,662  3.28 

For the year ended December 31, 2013, the Company recognized a share-based payments charge 
against income of $68,311 (December 31, 2012 – $221,887). A further $19,090 (December 31, 2012 
– $51,368) was capitalized to exploration and evaluation expenditures during the year ended 
December 31, 2013 based on the proportion of geologist and management time incurred on the 
capitalized exploration properties.   

The fair value of the options was estimated using the Black-Scholes option-pricing model.  
Comparative companies in the process of exploring mineral resource properties were used to assess 
the historical volatility of the Company.  
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Option-pricing models require the input of highly subjective assumptions including the expected share 
price volatility. Changes in the subjective input assumptions can materially affect the fair value 
estimate, and therefore the existing models do not necessarily provide a reliable measure of the fair 
value of the Company’s incentive stock options.  

The assumptions used in the Black-Scholes option-pricing model for the options granted during the 
years ended December 31, 2012 were as follows: 

Weighted average:  

Year ended 
December 31, 

2012 
Expected term (years)  4.1 
Volatility (1)  87% 
Expected dividend yield  - 
Risk-free interest rate  1.6% 
   
(1) 

The expected volatility is based on the historical volatility of comparative companies in the 
process of exploring mineral resource properties. 

 
Warrants 
 
The following summarizes the Company’s warrants at December 31, 2013: 

 
Date of 
Issue 

Exercise 
Price 

Expiry 
Date 

December 31, 
2012 Issued Exercised 

 
Expired 

December 31,  
2013 

February 
12, 2013 $0.65 

February 
12, 2015 - 4,369,850 - - 4,369,850 

   - 4,369,850 - - 4,369,850 

The fair value of the 4,369,850 warrants issued in relation to the private placement on February 12, 
2013 totalled $580,497, of which 247,350 were the Broker Warrants with a fair value of $32,858 
recorded as a share issue cost. 

During the year ended December 31, 2012, 223,250 and 4,444,250 of the total warrants issued on 
January 14, 2011 were exercised and expired, respectively.  There were no warrants outstanding 
related to this issuance as at year end. 

8. Income taxes 

Income tax expense 

The major components of income tax expense for the years ended December 31, 2013 and 2012 are: 

  
December 31,  

2013  
December 31, 

2012 
Current income tax:     

Current income tax charge $ 6,375 $ - 
Deferred income tax:     

Relating to Mexican Special Mining Duty  423,300  - 
Relating to origination of temporary differences  228,500  - 

Income tax expense $ 658,175 $ - 
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A reconciliation between tax expense and accounting profit multiplied by the Company's domestic tax 
rate for the years ended December 31, 2013 and 2012 is as follows: 

  
December 31,  

2013  
December 31, 

2012 
Net loss before tax $ (775,827) $ (1,067,468) 
Statutory tax rate  25.75%  25.00% 
Income tax benefit  (199,775)  (266,867) 
     
Reconciling items:     
Change in tax rates  (14,744)  - 
Difference between statutory and foreign tax rate  (24,997)  (6,819) 
Difference between statutory and future tax rates  (2,047)  - 
Tax losses not recognized in the period that the benefit 
arose  158,901  210,663 
Non-deductible expenses  26,690  63,023 
Deferred taxes in respect of exploration expenditures  228,500  - 
Deferred taxes in respect of Mexican Special Mining 
Duty  423,300  - 
Other  62,347   
Income tax expense $ 658,175 $ - 

The applicable statutory rate changed due to changes in the enacted Federal and Provincial tax rates 
for 2013. 

Deferred taxes 

Deferred income taxes result primarily from temporary differences in the recognition of certain 
revenue and expense items from financial and income tax reporting purposes. The approximate tax 
effect of each item that gives rise to the Company's recognised deferred income tax assets and 
liabilities as at December 31, 2013 and 2012 are as follows: 

  
December 31,  

2013  
December 31, 

2012 
Exploration assets $ (228,500) $ (48,200) 
Mexican Special Mining Duty  (423,300)  - 
Non-capital losses  -  48,200 
Deferred income tax liabilities, net $ (651,800) $ - 

The deferred tax expense and associated deferred tax liability of $651,800 are non-cash items.  In 
future if the exploration properties are anticipated to be brought into production, the currently 
unrecognized deferred tax assets may be used to offset the deferred tax liabilities. 

The Company’s unrecognized unused tax losses and other deductible temporary differences for 
which no deferred tax asset is recognized consists of the following: 

  
December 31,  

2013  
December 31, 

2012 
Non-capital losses and other future tax deductions $ 4,323,700 $ 2,412,400 
Property, plant and equipment  35,300  21,500 
 $ 4,359,000 $ 2,433,900 

No deferred tax asset has been recognized because the amount of future taxable profit that will be 
available to realize such assets is not probable.  The unrecognized deductible temporary difference 
will be deducted from taxable income in future years. 
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As of December 31, 2013, the Company has Canadian loss carry forwards of $2,461,000 (2012 – 
$1,584,000) and Mexican loss carry forwards of $920,000 (2012 – $657,000) available to reduce 
future years’ income tax for tax purposes.  The tax loss carry forwards expire at various times 
between 2015 and 2033. 

Mexican tax law changes 

In December 2013, the Mexican President passed a bill that increases the effective tax rate 
applicable to the Company’s Mexican operations. The law is effective January 1, 2014 and increases 
the future corporate income tax rate to 30%, creates a 10% withholding tax on dividends paid to non-
resident shareholders (subject to any reduction by an Income Tax Treaty) and creates a new 
Extraordinary Mining Duty equal to 0.5% of gross revenues from the sale of gold, silver, and platinum. 
In addition, the law requires taxpayers with mining concessions to pay a new 7.5% Special Mining 
Duty. The Extraordinary Mining Duty and Special Mining Duty will be tax deductible for income tax 
purposes. The Special Mining Duty will generally be applicable to earnings before income tax, 
depreciation, depletion, amortization, and interest. In calculating the Special Mining Duty there will be 
no deductions related to development type costs but exploration and prospecting costs are deductible 
when incurred. 

As a result of the Special Mining Duty becoming enacted in the fourth quarter of 2013, the Company 
recognized a non-cash deferred tax charge of $423,300.  This deferred tax liability will be drawn down 
to $nil as a reduction of tax expense over the life of mine as the mine and its related assets are 
depleted or depreciated.  In future, fluctuations of the deferred tax liability related to the Mexican 
Special Mining Duty will occur due to the foreign currency difference arising from the translation of the 
non-monetary assets held in Mexican Pesos. 

9. Financial risk management objectives and policies 

The Company’s financial instruments are classified into the following categories of financial assets 
and liabilities (shown at carrying value): 

Category Measurement   
December 31, 

2013 
 

 
December 31, 

2012 
Cash and cash equivalents Loans and receivables  $ 921,943  $ 952,491 
Amounts receivable Loans and receivables  $ 912,833  $ 47,065 
Long-term recoverable tax Loans and receivables  $ -  $ 639,729 
Accounts payable and accrued 
liabilities Other financial liabilities  $ 57,107  $ 65,669 

a) Risk management 

The main risks that could adversely affect the Company’s financial assets, liabilities and future cash 
flows are foreign currency risk, liquidity risk, and credit risk. These risks arise from the normal course 
of operations and all transactions undertaken are to support the Company’s ability to continue as a 
going concern. The risks associated with these financial instruments and the policies on how to 
mitigate these risks are set out below. The Company manages and monitors these exposures to 
ensure appropriate measures are implemented in a timely and effective manner.  
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Foreign currency risk 

The Company incurs expenditures in Canadian dollars, US dollars and Mexican pesos.  The 
functional and reporting currency of the parent company is Canadian dollars.  Foreign exchange risk 
arises due to the amount of the Mexican pesos and US dollar cash, receivables or payables that will 
vary in Canadian dollar terms due to changes in exchange rates. The Company has not hedged its 
exposure to currency fluctuations. 

At December 31, 2013, the Company is exposed to currency risk through the following assets and 
liabilities denominated in US dollars (“US$”): 

  
December 31,  

2013   
December 31, 

2012 
Cash US$ 7,259  US$ 22,416 
Accounts payable and accrued liabilities  (10,639)   (11,335) 
 US$ (3,380)  US$ 11,081 

A 10% change of the Canadian dollar against the US dollar at December 31, 2012 would have 
increased or decreased net loss by $359 (December 31, 2012 – $1,102) and would have increased or 
decreased the comprehensive loss by $2,743 (December 31, 2012 – $7,087).  A 10% change of the 
Canadian dollar against the Mexican peso at December 31, 2013 would have increased or decreased 
the comprehensive loss by $554,776 (December 31, 2012 – $50,166).  This analysis assumes that all 
other variables, in particular interest rates, remain consistent. 

Liquidity risk 

Liquidity risk arises through excess of financial obligations over available financial assets due at any 
point in time. The Company’s objective in managing liquidity risk is to maintain sufficient readily 
available reserves in order to meet its liquidity requirements at any point in time. The Company seeks 
to achieve this by maintaining sufficient cash and cash equivalents (see discussion on going concern 
in note Error! Reference source not found.).  

Commodity price risk 

While no resource estimate has yet been prepared for the Company’s core mineral resource property, 
the market value of the Company is related to the price of silver and the outlook for this mineral. The 
Company currently does not have any operating mines and hence does not have any hedging or 
other commodity based risks in respect of its operational activities. 

Credit risk 

Credit risk arises from cash held with banks and financial institutions, as well as credit exposure on 
amounts receivable and long-term recoverable tax.  Credit risk exposure on bank accounts and short-
term investments is limited through maintaining the Company’s balances with high-credit quality 
financial institutions and assessing institutional exposure.  IVA recoverable (notes 3 and 6) represents 
value added tax receivables generated on the purchase of supplies and services, which are 
refundable from the Mexican government.  A full recovery is expected by management.  

The Company’s maximum exposure to credit risk as at December 31, 2013 is the carrying value of its 
cash, amounts receivable and IVA recoverable.  
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b) Capital management  

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue 
as a going concern in order to continue the exploration of mineral properties and to maintain flexible 
capital which optimizes the costs of capital at an acceptable risk level. 

In assessing the capital structure of the Company, management includes in its assessment the 
components of shareholders’ equity and cash and cash equivalents. The Company manages its 
capital structure and makes adjustments to it in light of changes in economic conditions and the risk 
characteristics of the underlying assets.  To maintain or adjust the capital structure, the Company 
may issue new shares, issue new debt, acquire or dispose of assets or adjust the amount of cash and 
cash equivalents.  No changes were made in the objectives, policies or procedures during the period 
ended December 31, 2013. 

In order to maximize funds available for its exploration efforts, the Company does not pay out 
dividends.  The Company is not subject to any externally imposed capital requirements. 

10. Related parties 

Related party transactions 

The Company shares office space, equipment, personnel and various administrative services with 
other companies related by virtue of certain common directors and management.  These services 
have been mainly provided through a management company equally owned by the related 
companies.  Costs incurred by the management company are allocated between the related 
companies based on the time incurred and use of services and are charged at cost.  In addition, 
certain other professional administrative services have been provided by other related companies and 
charged at cost.  There is no fee or administrative charge from the management company.  During 
the year ended December 31, 2013, the Company was charged $474,163 (December 31, 2012 – 
$413,384) and charged out $nil (December 31, 2012 – $1,473) in connection with these 
arrangements.  

At December 31, 2013, amounts receivable includes a balance due from a related party of $nil 
(December 31, 2012 – $1,126) and there is an amount due to a related company of $1,345 
(December 31, 2012 – $97) included in accounts payable and accrued liabilities.  Amounts are due 
on demand and unsecured. 

Long-term recoverable tax and other includes other assets of $143,613 (December 31, 2012 – 
$12,247) which relate to the Company’s share of jointly owned assets (primarily security deposits, 
leasehold improvements, and furniture and equipment) held by the management company.  At 
December 31, 2013, there was a balance of $30,912 (December 31, 2013 – $19,223) of prepaid 
expenses paid to the management company. 
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Compensation of directors and key management personnel 

Director and key management personnel compensation comprised: 

  
December 31,  

2013  
December 31, 

2012 
Salaries $ 349,949 $ 314,774 
Non-cash benefits  10,002  13,750 
Share-based payments  52,064  161,217 
Total $ 412,015 $ 489,741 

Directors and key management personnel of the Company control 54 percent (December 31, 2012 – 
72 percent) of the voting shares of the Company, either directly or through entities over which they 
have control.  The amounts disclosed in the table are the amounts recognized as an expense during 
the reporting period, other than $154,520 of the President’s salary capitalized to exploration and 
evaluation expenditures for the year ended December 31, 2013 (December 31, 2012 – $155,442). 

11. Commitments 

The Company is committed to payments under operating leases for building and other commitments 
through 2018 in the total amount of approximately $417,800.   Annual payments are: 

2014 $ 91,500 
2015  91,900 
2016  89,200 
2017  88,600 
2018 and thereafter  56,600 

12. Segment information 

The Company operates in one industry segment, being mining.  Geographic information is as follows: 

  Canada  Mexico  
United 
States  Total 

Long-term assets as at:         
December 31, 2013 $ 962,557 $ 5,652,404 $ - $ 6,614,961 
December 31, 2012 $ 516,240 $ 4,378,880 $ - $ 4,895,120 

         
Net income (loss) before 
tax for the year ended:          

December 31, 2013 $ (888,920) $ (90,825) $ 203,918 $ (775,827) 
December 31, 2012 $ (931,079) $ (136,389) $ - $ (1,067,468) 

13. Comparative amounts 

Certain comparative figures have been reclassified to conform to the financial statement presentation 
adopted for the current period. 

 




