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Management’s Responsibility for Financial Reporting 
 
The accompanying consolidated financial statements of the Company have been prepared by management in 
accordance with accounting principles generally accepted in Canada, and contain estimates based on management’s 
judgement.  Management maintains an appropriate system of internal controls to provide reasonable assurance that 
transactions are authorized, assets safeguarded, and proper records maintained.  
 
The Audit Committee of the Board of Directors has met with the Company’s independent auditors to review the 
scope and results of the annual audit, and to review the financial statements and related financial reporting matters 
prior to submitting the financial statements to the Board for approval. 
 
The Company’s independent auditors, PricewaterhouseCoopers LLP, are appointed by the shareholders to conduct 
an audit in accordance with generally accepted auditing standards in Canada and their report follows. 
 
 
 
“Joseph Grosso” “Art Lang” 
 
Joseph Grosso Art Lang 
President Chief Financial Officer 
 

 

 

April 13, 2006 





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

GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

CONSOLIDATED BALANCE SHEETS 
AS AT DECEMBER 31 

(Expressed in Canadian Dollars) 
 
 
 

 
2005 

$  
2004 

$ 

A S S E T S 

CURRENT ASSETS    

Cash and cash equivalents 1,850,965  2,590,269
Accounts receivable and prepaids 144,075  44,546
Marketable securities (Note 4) 683,715  575,340

 2,678,755  3,210,155

EQUIPMENT (Note 5) -  3,116

MINERAL PROPERTIES AND DEFERRED COSTS (Note 6) 7,562,064  7,084,507

 10,240,819  10,297,778

L I A B I L I T I E S 

CURRENT LIABILITIES   

Accounts payable and accrued liabilities 127,326  42,959

FUTURE INCOME TAX LIABILITY (Note 10) 1,132,823  1,114,599

 1,260,149  1,157,558

S H A R E H O L D E R S '    E Q U I T Y 

SHARE CAPITAL (Note 7) 2,000,028  1,854,161

CONTRIBUTED SURPLUS (Notes 2 and 8) 12,219,252  11,868,925

DEFICIT (Note 2) (5,238,610)  (4,582,866)

 8,980,670  9,140,220

 10,240,819  10,297,778
 
NATURE OF OPERATIONS (Note 1) 
COMMITMENTS (Note 6) 
CONTINGENCY (Note 12) 
 
 
APPROVED BY THE BOARD OF DIRECTORS 
 
    “Joseph Grosso”                                  , Director 
 
     “Arthur Lang”                                     , Director 



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

GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT 
FOR THE YEARS ENDED DECEMBER 31, 2005, 2004, AND 2003 

(Expressed in Canadian Dollars) 
 
 

 
2005 

$  
2004 

$ 

EXPENSES   

Administrative and management services (Note 9 a) and b)) 2,487  104,542
Corporate development and investor relations 24,159  72,658
General exploration 157,509  83,731
Office and sundry 31,749  21,091
Printing 3,817  11,038
Professional fees 40,244  129,340
Rent, parking and storage (Note 9) 61,269  17,806
Salaries and employee benefits (Note 9) 125,719  70,678
Stock-based compensation (Note 7) 350,327  -
Telephone and utilities 6,662  7,280
Transfer agent and regulatory fees 26,697  16,412
Travel and accommodation 5,952  42,825
Cost recoveries -  (32,890)

 836,591  544,511

LOSS BEFORE OTHER ITEMS (836,591)  (544,511)

OTHER EXPENSE (INCOME)   

Foreign exchange (23,778)  (43,176)
Gain on options and disposition of mineral properties (Note 6) (118,000)  (510,710)
Write-down of marketable securities -  378,075
Gain on disposition of marketable securities (289)  (56,047)
Interest and other income (38,780)  (6,465)

 (180,847)  (238,323)

LOSS FOR THE YEAR (655,744)  (306,188)

DEFICIT - BEGINNING OF YEAR (4,582,866)  (4,276,678)

DEFICIT - END OF YEAR (5,238,610)  (4,582,866)

BASIC AND DILUTED LOSS PER COMMON SHARE $(0.08) 

 

$(0.06)

WEIGHTED AVERAGE NUMBER OF  
 COMMON SHARES OUTSTANDING 7,763,461 

 

5,108,205
 
 
 
 
 



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

GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2005, 2004, AND 2003 

(Expressed in Canadian Dollars) 
 

 
 2005 

$ 
 2004 

$ 

CASH PROVIDED FROM (USED FOR)   

OPERATING ACTIVITIES   
Net loss for the year (655,744)  (306,188)
Items not affecting cash   
 Depreciation 3,116  2,962
 Gain on options and disposition of mineral properties (118,000)  (510,710)
 Stock -based compensation 350,327  -
 Write-down of marketable securities -  378,075
 Gain on sale of marketable securities  (289)  (56,047)
 (420,590)  (491,908)
Changes in non-cash working capital balances   
 Accounts receivable and prepaids (99,529)  (43,455)
 Accounts payable and accrued liabilities 84,367  34,699
 (15,162)  (8,756)
 (435,752)  (500,664)

INVESTING ACTIVITIES   
Expenditures on mineral properties and deferred costs (459,333)  (304,113)
Equipment -  (1,792)
Net proceeds on sale of marketable securities 9,914  170,625
 (449,419)  (135,280)

FINANCING ACTIVITIES   
Issuance of common shares  145,867  2,148,114
Cash contribution from IMA -  750,000
Allocation of IMA equity -  494,007
Share issuance costs -  (197,816)
 145,867  3,194,305

(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (739,304)  2,558,361

CASH AND CASH EQUIVALENTS  - BEGINNING OF YEAR 2,590,269  31,908

CASH AND CASH EQUIVALENTS - END OF YEAR 1,850,965  2,590,269

CASH AND CASH EQUIVALENTS ARE COMPRISED OF:   
 Cash 850,965  1,590,269
 Term deposits 1,000,000  1,000,000
 1,850,965  2,590,269
 
 



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

 GOLDEN ARROW RESOURCES CORPORATION  
(An Exploration Stage Company) 

CONSOLIDATED SCHEDULE OF MINERAL PROPERTIES AND DEFERRED COSTS 
FOR THE YEAR ENDED DECEMBER 31, 2005 

(Expressed in Canadian Dollars) 
 

 
 

 Argentina  Peru  Total 
 

Chubut 
$  

Valle de 
Cura 

$  

NW San 
Juan 

$  
Gualcamayo

$  
Other 

$  

Rio 
Tabaconas 

$  $ 

Balance - 
 beginning of year 671,510 

 
2,018,983

 
34,501

 
155,978

 
153,804 

 
4,049,731

 
7,084,507

Expenditures         
 Acquisition costs 36,502  88,018  3,381  20,368  1,864  123,202  273,335
 Assays -  -  1,290  11,210  1,710  -  14,210
 Office 2,413  -  5,192  8,453  1,995  2,096  20,149
 Salaries and contractors 4,507  -  9,146  45,315  21,258  13,284  93,510
 Supplies and equipment 331  -  1,554  2,813  5,769  -  10,467
 Transportation -  -  569  15,167  13,477  3,090  32,303
 Foreign value added tax 986  1,983  476  2,328  1,038  8,549  15,359

 44,739  90,001  21,608  105,654  47,111  150,221  459,333
Future income tax 
 liability (Note 10) -  -  1,574  10,358  1,529  4,763  18,224

Balance - end of year 716,249  2,108,984  57,683  271,989  202,444  4,204,715  7,562,064
 

 
 



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

GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

CONSOLIDATED SCHEDULE OF MINERAL PROPERTIES AND DEFERRED COSTS 
FOR THE YEAR ENDED DECEMBER 31, 2004 

(Expressed in Canadian Dollars) 
 

 
 
 
 

 Argentina  Peru  Total 
 

Chubut 
$  

Valle de 
Cura 

$  

NW San 
Juan 

$  
Gualcamayo

$  
Other 

$  

Rio 
Tabaconas 

$  $ 

Balance 
 - beginning of year 671,503  1,925,739 30,719 155,978 153,456  3,807,512 6,744,907

Expenditures     
 Acquisition costs -  93,244 3,782 - -  44,584 141,610
 Contractors -  - - - -  101,095 101,095
 Field workers -  - - - -  2,339 2,339
 Office 7  - - - -  16,160 16,167
 Other -  - - - 315  38,747 39,062
 Foreign value added tax -  - - - 33  3,807 3,840

 7  93,244 3,782 - 348  206,732 304,113
Future income tax 
 liability (Note 10)  -  - - - -  35,487 35,487

Balance - end of year 671,510  2,018,983 34,501 155,978 153,804  4,049,731 7,084,507
 

 
 
 
 
 
 
 
 
 



GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004, AND 2003 

(Expressed in Canadian Dollars) 

 

 

1. NATURE OF OPERATIONS 
 

The Company is in the process of exploring its mineral properties and evaluating other mineral properties 
in South America.  The Company presently has no proven or probable reserves and on the basis of 
information to date, it has not yet determined whether these properties contain economically recoverable 
ore reserves.  The Company has not generated any revenues from its operations to date and consequently is 
considered to be in the exploration stage.  The amounts shown as mineral properties and deferred costs 
represent expenditures incurred to date, less amounts amortized and/or written off, and do not necessarily 
represent present or future values.  The underlying value of the mineral properties and deferred costs are 
entirely dependent on the existence of economically recoverable reserves, securing and maintaining title 
and beneficial interest in the properties, the ability of the Company to obtain the necessary financing to 
complete development, and future profitable production.   

 
The Company considers that it has adequate resources to maintain its core operations for the next fiscal 
year but currently may not have sufficient working capital to fund all of its planned exploration and 
development work.  The Company will continue to rely on successfully completing additional equity 
financing. 

 
2. TRANSFER OF ASSETS 
 

On July 7, 2004, IMA Exploration Inc. (“IMA”) completed a corporate restructuring plan (the 
“Reorganization”) which resulted in it transferring certain assets and liabilities to Golden Arrow Resources 
Corporation (the “Company”), a newly created company.  The Reorganization was accomplished by way of 
a statutory plan of arrangement.  Shareholders of IMA were issued one share of Golden Arrow for every 
ten shares of IMA held. 

 
On completion of the Reorganization, IMA transferred to the Company: 

 
i) IMA’s investment in its mineral properties, excluding the Navidad and Navidad Area properties, 

with related future income tax liabilities;   
ii) the assets and liabilities of IMPSA Resources (BVI) Inc., Inversiones Mineras Argentinas 

Holdings (BVI) Inc., both wholly-owned subsidiaries of IMA and IMPSA Resources Corporation, 
an 80.69% owned subsidiary of IMA;   

iii) certain marketable securities at their recorded values; and 
iv) cash and cash equivalents. 

 
The aggregate value of the net assets transferred from IMA in 2004 was as follows:  

 $ 

Cash and cash equivalents 1,020,189
Marketable securities and other current assets and liabilities 548,841
Mineral properties and deferred cost and equipment 6,874,960
Future income tax liability (1,079,112)

 7,364,878
 



GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004, AND 2003 

(Expressed in Canadian Dollars) 

 

 

2. TRANSFER OF ASSETS (continued) 
 
Shareholders’ equity at the date of transfer was recorded as follows: 

 $ 

Contributed Surplus 11,772,788
Deficit (4,407,910)

 7,364,878
 

 The Company’s 2004 Balance Sheet includes the historic values that were transferred from IMA on July 7, 
2004.  The Company’s comparative amounts in the Statements of Operations and Deficit include an 
allocation of IMA’s general and administrative expenses incurred prior to the Reorganization.  The 
allocation was calculated on the basis of the ratio of the specific assets transferred to assets retained by 
IMA.  Certain “Other Income and Expense” items have been allocated on a cost specific basis.  Prior to the 
spin-off of assets from IMA to the Company, funding provided by IMA related to the Company’s activities 
is recorded as contributed surplus.  Management cautions readers of the financial statements that the 
allocation of expenses does not necessarily reflect future General and Administrative expenses. 
 
 

3. SIGNIFICANT ACCOUNTING POLICIES 
 
 Basis of presentation 
 

The consolidated financial statements of the Company have been prepared by management in accordance 
with Canadian generally accepted accounting principles (“Canadian GAAP”).  The consolidated financial 
statements have, in management's opinion, been properly prepared using careful judgment.  

 
 Use of Estimates 
 

The preparation of financial statements in conformity with Canadian GAAP requires management to make 
estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported amount of revenues 
and expenses during the period.  Significant areas requiring the use of management estimates include 
assessment of carrying values of mineral properties and deferred costs for impairment.  Actual results may 
differ from these estimates. 

 
 Principles of Consolidation 
 

These consolidated financial statements include the accounts of the Company and all of its subsidiaries.  
The principal subsidiaries are IMPSA Resources (BVI) Inc. (100%), Inversiones Mineras Argentinas 
Holdings (BVI) Inc. (100%), IMPSA Resources Corporation (80.69%), Inversiones Mineras Australes SA 
(100%) and Minera IMP - Peru S.A.C. (100%).  All inter-company transactions and balances have been 
eliminated. 

 
 Cash and Cash Equivalents 
 

Cash and cash equivalents include cash and short-term investments, maturing within 90 days of initial 
investment. 



GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004, AND 2003 

(Expressed in Canadian Dollars) 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Marketable Securities 
 

Marketable securities are carried at the lower of cost or market. 
 
 Mineral Properties and Deferred Costs 
 

Direct costs related to the acquisition and exploration of mineral properties held or controlled by the 
Company, are deferred on an individual property basis until the viability of a property is determined.  
Administration costs and general exploration costs are expensed as incurred.  When a property is placed in 
commercial production, deferred costs will be depleted using the units-of-production method.  Management 
of the Company periodically reviews the recoverability of the capitalized mineral properties.  Management 
takes into consideration various information including, but not limited to, results of exploration activities 
conducted to date, estimated future metal prices, and reports and opinions of outside geologists, mine 
engineers and consultants.  When it is determined that a project or property will be abandoned then the 
costs are written-off, or if its carrying value has been impaired, then the costs are written down to fair 
value. 
 
The Company accounts for foreign value added taxes paid as part of mineral properties and deferred costs.  
The recovery of these taxes will commence on the beginning of foreign commercial operations.  Should 
these amounts be recovered they would be treated as a reduction in carrying costs of mineral properties and 
deferred costs. 
 
Although the Company has taken steps to verify title to mineral properties in which it has an interest, these 
procedures do not guarantee the Company's title.  Such properties may be subject to prior agreements or 
transfers and title may be affected by undetected defects. 
 
From time to time, the Company acquires or disposes of properties pursuant to the terms of option 
agreements.  Options are exercisable entirely at the discretion of the optionee and, accordingly, are 
recorded as mineral property costs or recoveries when the payments are made or received.  After costs are 
recovered, the balance of the payments is recorded as a gain on option or disposition of mineral property.  
 

 Asset Retirement Obligations 
 

Asset retirement obligations are recognized when a legal or constructive obligation arises.  This liability is 
recognized at the fair value of the asset retirement obligation.  When the liability is initially recorded the 
Company capitalizes the cost by increasing the carrying amount of the related long-lived assets.  Over time 
the liability is accreted to its present value each period, and the capitalized cost is amortized over the useful 
life of the related asset.  Upon settlement of the liability, the Company may incur a gain or loss.  As at 
December 31, 2005 the Company does not have any asset retirement obligations. 

 
 Impairment of Long-Lived Assets  
 

Long-lived assets are reviewed for impairment when changes in circumstances suggest their carrying value 
has become impaired.  Management considers assets to be impaired if the carrying value exceeds the 
estimated undiscounted future projected cash flows to result from the use of the asset and its eventual 
disposition.  If impairment is deemed to exist, the assets will be written down to fair value.  Fair value is 
generally determined using a discounted cash flow analysis.  



GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004, AND 2003 

(Expressed in Canadian Dollars) 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
 Translation of Foreign Currencies 
 

The Company's foreign operations are integrated and are translated using the temporal method.  Under this 
method, the Company translates monetary assets and liabilities denominated in foreign currencies at 
period-end rates.  Non-monetary assets and liabilities are translated at historical rates.  Revenues and 
expenses are translated at average rates in effect during the period except for depreciation which is 
translated at historical rates.  The resulting gains or losses are reflected in the operating results in the period 
of translation. 
 
Concentration of Credit Risk 

 
Financial instruments that potentially subject the Company to a significant concentration of credit risk 
consist primarily of cash and cash equivalents and amounts receivable.  The Company limits its exposure to 
credit loss by placing its cash and cash-equivalents with major financial institutions.  

 
Fair Values of Financial Instruments 

 
The fair value of the Company's financial instruments consisting of cash and cash equivalents, accounts 
receivable and accounts payable and accrued liabilities approximate their carrying values due to the short-
term nature of those instruments.  As of December 31, 2005, the market value of marketable securities was 
$1,072,045 (2004 - $976,410). 

 
Income Taxes 

 
The Company uses the liability method of accounting for future income taxes.  Under this method of tax 
allocation, future income tax liabilities and assets are recognized for the estimated tax consequences 
attributable to differences between the amounts reported in the consolidated financial statements and their 
respective tax bases, using substantively enacted tax rates and laws that are expected to be in effect in the 
periods in which the future income tax assets or liabilities are expected to be settled or realized.  The effect 
of a change in income tax rates on future income tax liabilities and assets is recognized in income in the 
period that the change occurs.  The amount of future income tax assets recognized is limited to the amount 
that is more likely than not to be realized. 

 
Loss Per Share 

 
Loss per share is calculated based on the weighted average number of common shares issued and 
outstanding during the year.  In years when a loss is incurred, the effect of potential issuances of shares 
under options and warrants would be anti-dilutive and therefore basic and diluted losses per share are the 
same.  Information regarding securities that could potentially dilute basic earnings per share in the future is 
presented in Note 7.  
 
Stock Based Compensation 

 
The Company has an employee stock option plan.  The Company recognizes an expense arising from stock 
options granted to both employees and non-employees using the fair value method.  The fair value of 
option grants is generally established at the date of grant using a Black Scholes option pricing model and 
the expense is recognized over the vesting period. 



GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004, AND 2003 

(Expressed in Canadian Dollars) 

 

 

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Variable Interest Entities  
 
Effective January 1, 2005, the Company adopted Accounting Guideline AcG-15, Consolidation of Variable 
Interest Entities, which requires consolidation of entities in which the Company expects to receive or 
absorb the majority of the entity’s expected losses, expected residual returns or both.  The Company has 
determined that it has no variable interest entities. 

 
Comparative Figures 

 
Certain of the prior year comparatives have been reclassified to conform with the current year’s 
presentation. 
 

 
4. MARKETABLE SECURITIES 
 

At December 31, 2005, marketable securities had a quoted market value of $1,072,045 (2004 - $976,410).  
The Company holds these marketable securities as a result of entering into option and sale agreements for 
certain of its mineral property holdings. 
 
 

5. EQUIPMENT 
 

 

December 31, 
2005 

$  

December 31, 
2004 

$ 

Office equipment  11,716  11,716
Less accumulated depreciation (11,716)  (8,600)

 -  3,116
 
 
6. MINERAL PROPERTIES AND DEFERRED COSTS 
 

 December 31, 2005  December 31, 2004 

 

Acquisition 
Costs 

$ 

Deferred 
Exploration 

Costs 
$ 

Total 
$  

Acquisition 
Costs 

$  

Deferred 
Exploration 

Costs 
$  

Total 
$ 

Argentina   
 Chubut 36,502 679,747 716,249 -  671,510  671,510
 Valle de Cura 535,544 1,573,440 2,108,984 447,526  1,571,457  2,018,983
 NW San Juan 7,163 50,520 57,683 3,782  30,719  34,501
 Gualcamayo 20,368 251,621 271,989 -  155,978  155,978
 Other 13,503 188,941 202,444 11,639  142,165  153,804
 613,080 2,744,269 3,357,349 462,947  2,571,829  3,034,776
Peru    
 Rio Tabaconas 897,031 3,307,684 4,204,715 773,829  3,275,902  4,049,731
 1,510,111 6,051,953 7,562,064 1,236,776  5,847,731  7,084,507



GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004, AND 2003 

(Expressed in Canadian Dollars) 

 

 

6. MINERAL PROPERTIES AND DEFERRED COSTS (continued) 
 
 (a) Argentinean Properties 
 

The Company has either staked, fully paid or holds options to acquire 100% working interests in 
mineral properties, located in San Juan Province and Chubut Province of Argentina.  As of 
December 31, 2005, the Company must make further payments with respect to option agreements 
on the properties totalling US $210,000 (US $70,000 payment was made in early 2006, additional 
US $70,000 is due in 2006 and US $70,000 in 2007). 
 
The Company has also agreed to pay net smelter return royalties ("NSR") of up to US $7,000,000 
once commercial production is achieved on the Valle de Cura properties. The US$7,000,000 was 
calculated based on the following: 
 
 3 Properties - up to US $1,000,000 in NSR each 
 5 Properties - up to US $800,000 in NSR each 

   
(b) Rio Tabaconas, Peru 
 

The Company holds an option to acquire a 100% interest in three concessions, in the Cajamarca 
Department of San Ignacio Province in northern Peru.  In addition, the Company owns ten 
concessions, which surround and overlie the optioned concessions.  Collectively these are known 
as the Rio Tabaconas Project.  

 
Under the terms of the option agreement, the Company has paid US $185,000 and was required to 
make further payments of US $1,315,000 for a total of US $1,500,000.  On June 28, 2002, the 
Company suspended further exploration activities at the Rio Tabacanos project.  This decision was 
made in response to the local community expressing its concerns with mineral exploration 
activities.  The Company has deferred any further exploration until an agreement with the local 
community has been finalized.  As a result the Company declared force majeure, as allowed under 
its option agreement.  Accordingly, the Company and the optionor have deferred payment of the 
remaining option payments until the force majeure is discontinued.  On August 1, 2003, the 
Company commenced paying US $1,500 per month to the optionor as compensation during this 
waiting period.  Force majeure is still in effect as at December 31, 2005. 

 
 (c) The Company has agreements with Amera Resources Corporation (“Amera”), a publicly traded 

company with common management and directors, whereby the Company: 
 

(i) optioned its Mogote Property in the NW San Juan Region of Argentina.  Amera has the 
option to earn a 51% interest in the 8,009 hectare Mogote Property by issuing a total of 
1,650,000 common shares of Amera to the Company and by incurring US $1.25 million 
of expenditures, including work programs and underlying option payments, all over a five 
year period ending July 1, 2007.  Amera has reimbursed the Company for past payments 
made and expenditures which had been incurred by the Company on the Mogote 
Property.  To date the Company has received 450,000 shares of Amera with an ascribed 
value of $203,000.  As a result, during the year ended December 31, 2005, the Company 
realized a gain on options and disposition of mineral properties of $118,000 (2004 - 
$85,000). 



GOLDEN ARROW RESOURCES CORPORATION 
(An Exploration Stage Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004, AND 2003 

(Expressed in Canadian Dollars) 

 

 

 
6. MINERAL PROPERTIES AND DEFERRED COSTS (continued) 
 
   On April 8, 2004, Amera entered into a further agreement whereby it can earn an 

additional 24% interest, for a total 75% interest, after earning the initial 51% interest, by 
issuing 300,000 shares (issued) of Amera (with an ascribed value of $279,000) and 
conducting an additional US $3 million of exploration expenditures over a three year 
period ending May 20, 2007.  

 
(c) The Company has signed and will continue to sign joint venture agreements for certain of its 

properties with other junior exploration companies.  The Company normally receives shares in 
these companies as compensation along with their commitments for exploration expenditures. 

 
7. SHARE CAPITAL 

 
Authorized:  unlimited common shares without par value 

Issued: December 31, 2005 
 

December 31, 2004 
 Shares 

 
Amount 

$  
Shares 

 
Amount 

$ 

Balance, beginning of year 7,624,920  1,854,161  -  -

Issued during the year for:     
Reorganization on July 7, 2004 -  -  4,144,837  -
Private placements -  -  3,239,000  2,040,570
Finance fees -  -  20,000  12,600
Exercise of IMA’s warrants 165,347  145,867  221,083  107,544

Less:  share issue costs -  -  -  (306,553)

Balance, end of year 7,790,267  2,000,028  7,624,920  1,854,161
 

(a) During 2005 the Company received proceeds of $145,867 from the issue of 165,347 common 
shares on the exercise of IMA warrants. 

 
(b) On July 7, 2004, the Company issued 4,144,837 common shares on completion of the 

Reorganization, on the basis of one share of the Company for each ten shares of IMA.  Funding 
provided by IMA prior to the Reorganization of $11,772,788 has been recorded as contributed 
surplus, as described in Notes 2 and 8. 

 
(c) During fiscal 2004, the Company completed a brokered private placement of 3,239,000 units at 

$0.63 per unit for gross proceeds of $2,040,570.  Each unit consisted of one common share and 
one non-transferable share purchase warrant.  Each whole warrant entitles the holder to purchase a 
common share for $0.80 per share on or before November 16, 2006.  The Company also issued 
20,000 compensation options to the agent at $0.63 per unit having the same terms as the units 
offered under the financing.  The Company issued agent’s warrants entitling the holders to 
purchase 435,900 common shares at $0.80 per share, expiring November 16, 2006.  The 
compensation options and the agent’s warrants granted were valued using the Black-Scholes 
Pricing Model.  The options at $0.28 per option for a total value of $5,626 and the warrants at 
$0.20 per warrant for a total value of $90,510.  Based on the above, a total of $96,136 has been 
recorded as share issue costs with a corresponding increase to contributed surplus.  At December 
31, 2005, no compensation options or agent’s warrants had been exercised.   



GOLDEN ARROW RESOURCES CORPORATION 
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7. SHARE CAPITAL (continued) 
 

(d) Stock options and stock based compensation 
 

The Company grants stock options in accordance with the policies of the TSX Venture Exchange 
(“TSXV”).  The stock options granted during 2005 are subject to a four-month hold period and are 
exercisable for a period of five years.   
 
A summary of the Company’s outstanding stock options at December 31, 2005, and the changes 
for the year then ended is presented below: 
 Options 

Outstanding and 
Exercisable 

 

 Weighted 
Average 

Exercise Price 
$ 

Balance, beginning of year -  - 
Granted 779,000  0.75 

Balance, end of year 779,000  0.75 
 

 During fiscal 2005, the Company granted stock options at $0.75 per share to its directors, 
employees and consultants for a period of five years and expiring September 23, 2010, to acquire 
779,000 common shares of the Company and recorded compensation expense of $350,327.  No 
stock options were granted during fiscal 2004 or 2003. 
 
The fair value of stock options granted is estimated on the date of grant using the Black-Scholes 
option pricing model with the following assumptions used for the grants made during fiscal 2005: 
 

Risk-free interest rate 3.4% 
Estimated volatility 100% 
Expected life 2.5 years 
Expected dividend yield 0% 

 
The fair value per share of stock options granted during fiscal 2005 calculated using the Black-
Scholes option pricing model, was $0.45 per option. 
 
Option-pricing models require the use of estimates and assumptions including the expected 
volatility.  Changes in the underlying assumptions can materially affect the fair value estimates 
and, therefore, existing models do not necessarily provide reliable measure of the fair value of the 
Company's stock options.  
 

 (e) Warrants 
 
  Pursuant to the terms of the Reorganization the Company was required to issue one common share 

on the exercise of every ten IMA warrants which were outstanding on the date of the 
Reorganization.  As of December 31, 2005 the IMA warrants have either been exercised or 
expired.  

  A summary of the number of common shares reserved pursuant to the Company’s outstanding 
warrants as at December 31, 2005, and the changes for the year ended December 31, 2005, is as 
follows: 
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7. SHARE CAPITAL (continued) 
 

 Number 

Balance, beginning of year 3,842,296 
Granted - 
Exercised (165,347) 
Expired (2,049) 

Balance, end of year 3,674,900 
 
  Common shares reserved pursuant to warrants outstanding at December 31, 2005 are as follows: 
 

Number 
 

Exercise Price 
$ 

Expiry Date 
 

3,674,900 0.80 November 16, 2006 
 
8. CONTRIBUTED SURPLUS 
 
 A continuity summary of contributed surplus is presented below: 

 Years ended December 31, 
 2005 

$  
2004 

$ 

Balance, beginning of year 11,868,925  10,514,958

Contributed surplus as a result of stock options granted 350,327  -
Contributed surplus as a result of brokers’ warrants issued -  96,136
Balance arising on transfer of assets from IMA -  1,257,831

Balance, end of year 12,219,252  11,868,925
 
 Contributed surplus at January 1, 2004 reflects the cumulative funding provided by IMA as if the 

Reorganization had been effective on that date.  The balance arising on transfer of assets from IMA in 2004 
represents the additional funding provided by IMA for the Company’s activities from January 1, 2004 to 
July 7, 2004, the effective date of the Reorganization (Note 2). 

 
9. RELATED PARTY TRANSACTIONS 
 

a) Effective January 1, 2005 the Company engaged Grosso Group Management Ltd. (“Grosso 
Group”) to provide services and facilities to the Company.  The Grosso Group is a private 
company owned by the Company, IMA, Amera and Gold Point Energy Corp., each of which owns 
one share.  The Grosso Group provides its shareholder companies with geological, corporate 
development, administrative and management services.  The shareholder companies pay monthly 
fees to the Grosso Group.  The fee is based upon a reasonable pro-rating of the Grosso Group’s 
costs including its staff and overhead costs among each shareholder company with regard to the 
mutually agreed average annual level of services provided to each shareholder company.  During  
fiscal 2005, the Company incurred fees of $203,702 to the Grosso Group: $240,948 was paid in 
twelve monthly payments and $37,246 is included in accounts receivable, prepaids and deposits as 
a result of a review of the allocation of the Grosso Group costs to the member companies for the 
year.  The fees the Company pays to the Grosso Group are allocated to various expense items that  
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9. RELATED PARTY TRANSACTIONS (continued) 
 

reflect the nature of the actual costs: rent, salaries, office and telephone.  These fees are equivalent 
to costs the Company would have incurred directly.  In addition, included in accounts receivable, 
prepaids and deposits is a $85,000 deposit to the Grosso Group for the purchase of equipment and 
leasehold improvements and for operating working capital.  

 
b) Prior to the signing of the Administration Services Agreement with the Grosso Group in 2005, the 

Company shared its office facilities with IMA and had entered into a contract with IMA pursuant 
to which IMA provided administrative management services on a cost plus 10% basis (initially 
$9,500 per month plus GST).  During the period ended December 31, 2004, the Company paid 
IMA $57,000 for rent, administrative and management services. 

 
c) Included in accounts payable is $6,952 (2004 – $6,952) due to a company controlled by a director.  

This balance was repaid in April 2006. 
 

10. INCOME TAXES  
 

The recovery of income taxes shown in the consolidated statements of operations and deficit differs from 
the amounts obtained by applying statutory rates to the loss before provision for income taxes due to the 
following: 
 2005 

$ 
 2004 

$ 
 

Statutory tax rate 34.12%  35.62%

Loss for the year (655,744)  (306,188)
 

Provision for income taxes based on statutory 
     Canadian combined federal and provincial 
          income tax rates (223,740)  (109,064)
Losses for which an income tax benefit  
     has not been recognized 223,740  109,064
 -  -  
 
Future incomes taxes reflect the net tax effects of differences between the carrying amounts of assets and 
liabilities for financial reporting purposes and the amounts used for income tax purposes.  Significant 
components of the Company’s future tax assets are as follows: 

 
2005 

$ 
 

 2004 
$ 
 

Future income tax assets   
     Financing costs 43,076  59,960
     Operating loss carryforward and mineral properties 605,512  774,940

 648,588  834,900
Valuation allowance for future tax assets (648,588)  (834,900)
 -  -
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10. INCOME TAXES (continued) 
 

The Company has Canadian non-capital loss carryforwards of $389,057 that may be available for tax 
purposes.  The losses expire over the future years to 2015. 

 
Future Income Tax Liabilities 
 
For certain acquisitions and other payments for mineral property interests, the Company records a future 
income tax liability and a corresponding adjustment to the related asset carrying amount.  During the year 
ended December 31, 2005, the Company recorded a future income tax liability of $18,224 (2004 - $35,487) 
and a corresponding adjustment to mineral properties. 

 
 2005 

$ 
 2004 

$ 

Future income tax liabilities 1,132,823  1,114,599
 

 
11. SEGMENTED INFORMATION 
 

The Company is involved in mineral exploration and development activities, which are conducted 
principally in Argentina and Peru.  The Company is in the exploration stage and, accordingly, has no 
reportable segment revenues or operating results. 

 
 The Company’s total assets are segmented geographically as follows: 
 

 December 31, 2005 

 

Corporate 
Canada 

$  

Mineral 
Operations 
Argentina 

$  

Mineral 
Operations 

Peru 
$  

Total 
$ 

Current assets 2,561,060 106,013 11,682  2,678,755
Mineral properties and deferred costs - 3,357,349 4,204,715  7,562,064

 2,561,060 3,463,362 4,216,397  10,240,819
 

 December 31, 2004 

 

Corporate 
Canada 

$  

Mineral 
Operations 
Argentina 

$  

Mineral 
Operations 

Peru 
$  

Total 
$ 

Current assets 3,194,871 1,289 13,955  3,210,155
Equipment - - 3,116  3,116
Mineral properties and deferred costs - 3,034,776 4,049,731  7,084,507

 3,194,871 3,036,065 4,066,802  10,297,778
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12. CONTINGENCY 
 
 In March 2004, Aquiline Resources Inc. (“Aquiline”) commenced an action against IMA seeking a 

constructive trust over IMA’s Navidad properties and damages.  As a condition of the Reorganization, the 
Company became a party to this action.  The Company received an indemnification from IMA that will 
compensate for any payment or cost the Company might have to pay in the event of an award against IMA 
and/or the Company.  Accordingly, no amounts related to this action have been accrued in these financial 
statements at December 31, 2005. 

 
13. SUPPLEMENTARY CASH FLOW INFORMATION 
 

Non-cash investing and financing activities were conducted by the Company as follows: 
 2005 

$ 
 2004 

$ 

Investing activities   
     Proceeds on disposition of mineral properties (118,000)  (505,750)
     Acquisition of marketable securities 118,000  505,750

 -  -
 

 2005 
$ 

 2004 
$ 

Financing activities   
     Share issue costs -  (108,737)
     Contributed surplus -  96,137
     Shares issued for payment of finance fees -  12,600
 -  -

 


