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STRATA-X ENERGY LTD.  
(Unaudited) 
Interim Condensed Consolidated Statement of Financial Position 
(Expressed in U.S. Dollars) 
 

ASSETS:

Current assets:
Cash and cash equivalents $ 1,000,664      $ 957,410         
Accounts receivable 47,163           94,861           
Prepaids, deposits and other 15,980           15,980           

Total current assets 1,063,807      1,068,251      

Other assets 244,343         244,343         
Exploration and evaluation assets (Note 5) 1,550,352      1,907,780      
Property and equipment (Note 6) 12,370,726    12,321,132    

Total assets $ 15,229,228  $ 15,541,506    

LIABILITIES:

Current liabilities:
Accounts payable and accrued liabilities $ 356,831         $ 443,428         
Deposits 23,236           117,070         
Amounts due to related parties 194,796         402,014         

Total current liabilities 574,863         962,512         

Derivative warrants (Note 8) 18,685           26,456           
Accrued liabilities 63,048           63,048           
Decommissioning provisions (Note 7) 1,121,000      993,683         

Total liabilities 1,777,596      2,045,699      

SHAREHOLDERS' EQUITY:
Share capital (Note 8) 35,968,547    34,934,188    
Share based compensation reserve (Note 8) 1,389,224      1,326,160      
Warrant reserve (Note 8) 1,009,486      1,009,486      
Contributed surplus 22,066,879    22,066,879    
Accumulated other comprehensive income (816,880)        (822,008)        
Deficit (46,165,624)   (45,018,898)   

Total shareholders' equity 13,451,632    13,495,807    

Total liabilities and shareholders' equity $ 15,229,228  $ 15,541,506    

Nature of Business and Going Concern (Note 1)

31 December
2015

2015
30 June

(Restated - 
notes 5 and 6)

 
 
Approved on behalf of the Board 
 
 
    
Director  Director 
See accompanying notes 



STRATA-X ENERGY LTD.  
(Unaudited) 
Interim Condensed Consolidated Statement of Loss and Comprehensive Loss 
(Expressed in U.S. Dollars) 
 

Oil and gas revenue, net of royalties $ 31,251          $ 507,041      $ 117,704      $ 770,351      

Expenses
Production and operating 80,103          120,065      151,063      189,206      
General and administrative 111,128        529,990      422,490      879,492      
Depletion, depreciation and amortization 72,397          31,461        155,784      84,583        
Impairment of oil and gas 

properties (note 5 and 6) 677,000        697,601      677,000      878,145      
Total expenses 940,628        1,379,117   1,406,337   2,031,426   

Net operating loss (909,377)       (872,076)     (1,288,633)  (1,261,075)  

Gain on valuation of 
derivative liabilities (Note 8) 53,956          49,161        81,740        416,512      

Gain on disposal of assets (Note 6) 63,000          -              63,000        -              
Net finance income (expense) 31,545          (8,378)         (2,833)         (45,425)       

Net loss (760,876)       (831,293)     (1,146,726)  (889,988)     

Other comprehensive income

Exchange differences in  
   translating foreign operations 5,475            44,670        5,128          56,752        

Other comprehensive income 
for the period 5,475            44,670        5,128          56,752        

Comprehensive loss $ (755,401)     $ (786,623)   $ (1,141,598) $ (833,236)   

Net loss per common share, 
basic and dilluted (Note 9) $ (0.00)             $ (0.01)           $ (0.01)           $ (0.01)           

20142015

Six months ended
31 December

2015 2014

Three months ended
31 December

 
 
 
 
 
 
See accompanying notes 
 



STRATA-X ENERGY LTD.  
(Unaudited) 
Interim Condensed Consolidated Statement of Changes in Shareholders’ Equity 
(Expressed in U.S. Dollars) 
                  
 
 
                   

Ba la nc e ,  1 July 2 0 15 $ 34,934,188 $ 1,326,160 $ 1,009,486 $ 22,066,879 $ (822,008)   $ (45,018,898) $ 13,495,807 

Priva te  pla c e me nt,  10  August 2 0 15  (Note  9 ) 516,834       -             -             -                  -                -                    516,834        

Priva te  pla c e me nt,  12  Nove mbe r 2 0 15  (Note  9 ) 392,112        -             -             -                  -                -                    392,112         

Sha re s issue d on de bt c onve rsion (Note  9 ) 125,413        -             -             -                  -                -                    125,413         

Sha re - ba se d c ompe nsa tion (Note  9 ) -                 63,064     -             -                  -                -                    63,064          

Compre he nsive  inc ome  (loss) -                   -               -               -                   5,128              (1,146,726)       (1,141,598)      

Ba la nc e ,  3 1 De c e mbe r 2 0 15 $ 35,968,547 $ 1,389,224 $ 1,009,486 $ 22,066,879 $ (816,880)    $ (46,165,624) $ 13,451,632  

Share
Capital Reserve Surplus Income

Defic it

Total
(restated -

Note 5 and 6)
Contributed

Other
Comprehensive

Reserve

Accumulated

WarrantsCompensation
Share based

 
 

Balance, 1 July 2014 $ 33,524,413  $ 1,152,318   $ 1,009,486 $ 22,066,879 $ (895,570)     $ (31,774,505)   $ 25,083,021   

Private placement, 7 December 2014 852,691         -               -               -                   -                  -                      852,691          

Private placement, 21 December 2014 138,420         -               -               -                   -                  -                      138,420          

Shares issued on debt conversion 418,664         -               -               -                   -                  -                      418,664          

Share- based compensation -                 89,643     -             -                  -                -                    89,643          

Comprehensive income (loss) -                   -               -               -                   56,752          (889,988)         (833,236)        

Balance, 31 December 2014 $ 34,934,188 $ 1,241,961 $ 1,009,486 $ 22,066,879 $ (838,818)    $ (32,664,493) $ 25,749,203

Share
Capital Reserve IncomeSurplus Total

Other

Defic itReserve
Warrants

Accumulated
Share based

Compensation Contributed Comprehensive

 

See accompanying notes 



STRATA-X ENERGY LTD.  
(Unaudited) 
Interim Condensed Consolidated Statement of Cash Flows 
(Expressed in U.S. Dollars) 
 

Cash and cash equivalents provided by (used in):

Operating activities:
Net loss for the period $ (1,146,726)       $ (889,988)          

Adjustments for:
Depletion, depreciation and amortization 155,784           84,583             
Accretion of decommissioning provisions 4,907               49,436             
Share-based compensation 63,064             89,643             
Impairment loss of oil and gas properties 677,000           878,145           
Gain on disposal of assets (63,000)            -                       
Gain on valuation of derivative liabilities (81,740)            (416,512)          

Operating cash flows before changes in non-cash 
working capital (390,711)          (204,693)          

Changes in non-cash working capital (Note 10) (74,509)            (409,293)          

Net cash used in operating activities: (465,220)          (613,986)          

Investing activities:
Exploration and evaluation assets expenditures (47,572)            (2,317,646)       
Proceeds from sale of oil and gas properties 200,000           -                       
Property and equipment expenditures (554,968)          (1,216)              
Proceeds from sale of investments -                       60,000             

Net cash used in investing activities: (402,540)          (2,258,862)       

Financing activities:
Advances from related parties -                       418,664           
Proceeds from issuance of common stock 1,027,595        1,059,957        
Payment of share issuance costs (39,788)            (68,846)            
Amounts paid to related parties (81,805)            (160,967)          

Net cash provided by financing activities: 906,002           1,248,808        

Increase (decrease) in cash and cash equivalents 38,242             (1,624,040)       

Cash and cash equivalents, beginning of period 957,410           3,758,172        

Effect of exchange rate translation 5,012               30,844             

Cash and cash equivalents, end of period $ 1,000,664      $ 2,164,976       

2015 2014

Six months ended
31 December

 
 
 
 
 
See accompanying notes 



STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
  
 
 
1. Nature of Business and Going Concern 

 
 Nature of Business 
 

Strata-X Energy Ltd. (the “Company”) was incorporated by Certificate of Incorporation issued pursuant 
to the provisions of the Business Corporations Act of Alberta on 18 June 2007. Through its subsidiaries, 
the Company’s business activities are directed primarily toward the acquisition, exploration and 
development of oil and gas properties in the states of California and Illinois within the United States and 
in Western Australia, Australia. In October 2012, the Company announced a continuation into the 
province of British Columbia. The headquarters of the Company is located at 1550 Larimer Street, Suite 
#263, Denver, Colorado 80202.  
 
Going Concern 
 
The interim condensed consolidated financial statements have been prepared on a going concern basis, 
which assumes that the Company will continue in operation for the foreseeable future and be able to 
realize its assets and discharge its liabilities and commitments in the normal course of business. The 
Company incurred a net loss of $1,146,726 for the six months ended 31 December 2015 (year ended 30 
June 2015 - $13,244,393) and has an accumulated deficit of $46,165,624 as of 31 December 2015 (30 
June 2015 - $45,018,898). In addition, the Company generated negative operating cash flows before 
changes in non-cash working capital of $390,711 (2014 - $204,693) for the six month period ended 31 
December 2015.  
 
Management has been and continues to be active in seeking additional means to sustain the 
Company’s financial position including but not limited to reviewing potential mergers and acquiring and 
disposing of oil and natural gas properties. In addition, the Company continues to focus on minimal 
capital activities, reducing operating and general and administrative costs and enhancing operational 
efficiencies to preserve the Company’s financial health and sustainability in a low commodity price 
environment. During the six month period ended 31 December 2015, the Company was successful in 
completing two private placements for gross proceeds of approximately $1,027,600. The proceeds of 
such offerings are utilized primarily towards funding operations and general and administrative 
expenses. Management anticipates the need for further financing and/or equity funding to fund future 
exploration and development of the Company’s various oil and gas properties.  
 
The Company cannot provide any assurance that sufficient cash flows will be generated from operating 
activities or that proceeds from other activities noted above will be able to sustain the Company’s 
financial position.  
 
The above-noted factors describe matters and conditions that indicate the existence of a material 
uncertainty that may cast significant doubt as to the Company’s ability to continue as a going concern. 
Management considers  the Company is a going concern and has prepared the condensed interim 
financial statements on a going concern basis.  
 
 
 

 



 
STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
  

 
2. Basis of Presentation 
 
 a) Statement of Compliance 
 

These interim condensed consolidated financial statements have been prepared in accordance 
with International Financial Reporting Standards (“IFRS”) applicable to the preparation of interim 
financial statements, including International Accounting Standards (“IAS”) 34, “Interim Financial 
Reporting”, as issued by the International Accounting Standards Board (“IASB”). Accordingly, 
certain financial information and disclosure normally included in annual financial statements 
prepared in accordance with IFRS have been omitted or condensed. The disclosure herein is 
incremental to the disclosure included in the annual financial statements. The interim condensed 
consolidated financial statements should be read in conjunction with the Company’s audited 
financial statements for the year ended 30 June 2015.   
 
The policies applied in these interim condensed consolidated financial statements are based on 
IFRS issued and outstanding as of 9 February 2016, the date of the Board of Directors’ approval 
of the statements.   
 

 b) Principles of Consolidation 
 
The interim condensed consolidated financial statements include the accounts of the Company 
and its subsidiaries, Strata-X, Inc. domiciled in the United States and Strata-X Australia PTY Ltd. 
domiciled in Queensland, Australia. All intercompany transactions and balances have been 
eliminated. 

 
 c) Basis of Measurement 
 

The interim condensed consolidated financial statements have been prepared on the historical 
cost basis except for certain financial instruments and share-based compensation transactions, 
which were measured at fair value. 

 
 d) Functional and Presentation Currency 
 

The interim condensed consolidated financial statements are presented in United States Dollars, 
which is the Company’s functional currency. The parent Company’s functional currency is the 
Canadian dollar. The functional currency of the Company’s United States subsidiary and 
Australian subsidiary are United States and Australian dollars, respectively.  

 
 e) Management’s Significant Estimates, Judgments and Assumptions 
 

The timely preparation of financial statements requires management to make judgments, 
estimates and assumptions that affect the application of accounting policies and the reported 
amounts of assets and liabilities at the date of the interim condensed consolidated financial 
statements and the reported amounts of revenue and expenses during the reporting period. 
Accordingly, actual results may differ from these estimates.  
 
Estimates and judgments are continually evaluated and are based on historical experience and 
other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. Accounting estimates will, by definition, seldom equal the actual results. Revisions 
to accounting estimates are recognized in the period in which the estimates are revised and in any 
future years affected. There have been no changes to the use of estimates or management’s 
judgments since 30 June 2015. 
 
 



 
STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
 
 
 
3. Significant Accounting Policies 
 

The interim condensed consolidated financial statements have been prepared following the same 
accounting policies and methods of computation as the Company’s 30 June 2015 annual financial 
statements. The Company continues to assess the impact of adopting the pronouncements of the IASB 
as described in the Company’s 30 June 2015 annual financial statements.  
 

4. Segment Reporting 
 
The Company operates in one industry segment, being the oil and gas industry, in several geographic 
locations. Segmented information in USD by geographic location is as follows: 
 
As at and for the period ended 31 December 2015: 
 

 Canada United States Australia Total 
Revenues - $117,704 - $117,704 
Net income 
(loss) 

($236,983) ($905,204) ($4,539) ($1,146,726) 

Non-current 
assets 

- $14,165,421 - $14,265,421 

Total assets $63,144 $15,092,647 $73,437 $15,229,228 
Total 
liabilities 

$63,680 $1,636,939 $76,977 $1,777,596 

 
 

As at and for the period ended 30 June 2015: 
 

 Canada United States Australia Total 
Revenues - $953,999 - $953,999 
Net income 
(loss) 

($402,227) ($12,835,886) ($6,280) ($13,244,393) 

Non-current 
assets 

- $14,473,255 - $14,473,255 

Total assets $48,412 $15,364,567 $128,527 $15,541,506 
Total 
liabilities 

$146,056 $1,817,962 $81,681 $2,045,699 

 



 
STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
 

 
 

5. Exploration and Evaluation Assets 

 

Balance, beginning of period $ 1,907,780     $ 22,176,955     
Addition 47,572          2,382,877       
Transfer to property and equipment (note 6) -                     (10,278,922)    
Impairment loss (405,000)       (12,373,130)    

Balance, end of period $ 1,550,352     $ 1,907,780       

2015
31 December 30 June 2015

(restated)

 
 

As at 31 December 2015 the Company determined there to be indicators of impairment regarding 
exploration and evaluation assets, based on the prolonged decline of crude oil prices and 
management’s reallocations of future capital spending. During the six months ended 31 December 
2015, the Company recorded an impairment loss of $126,000 related to properties located in California 
and $279,000 related to properties in Illinois as management determined that the carrying values of 
these projects exceeded their recoverable amount.   

 
Subsequent to 30 June 2015, management determined that certain assets originally recorded as 
exploration and evaluation assets at 30 June 2015 related to properties in Illinois and California with 
carrying values of $4,909,683 and $464,317, respectively, had reached technical feasibility as proved 
and probable reserves were assigned by the Company’s external reserve evaluator at 30 June 2015. 
Consequently, the carrying value of exploration and evaluation assets has been reduced by $5,374,000 
with a corresponding increase to property and equipment.  
 

 
 
 



 
STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
 
 
 
6. Property and Equipment 

   

Oil and gas properties $ 2,303,436      $ -                 $ 10,278,922         $ 12,582,358     $ 648,968           $ (248,590)         $ 12,982,736         
Computer equipment
   and software 17,778           1,254             -                         19,032            -                  -                     19,032                

$ 2,321,214      $ 1,254             $ 10,278,922         $ 12,601,390     $ 648,968           $ (248,590)         $ 13,001,768         

Oil and gas properties $ 119,936         $ 149,789         $ 269,725              $ 154,000          $ 195,000           $ 618,725          
Computer equipment
   and software 6,794             3,739             10,533                1,784              -                      12,317            

$ 126,730         $ 153,528         $ 280,258              $ 155,784          $ 195,000           $ 631,042          

Oil and gas properties $ 12,312,633    $ 12,364,011    
Computer equipment 
  and software 8,499             6,715             

$ 12,321,132    $ 12,370,726    

31 December
2015

30 June 2015

(restated)

30 June 2015
Balance at

Balance at

Impariment loss

Balance at
(restated)

evaluation assets
(restated - Note 5) Dispositions

Note 5 and 6)

Balance at

30 June 2015

2015

Balance at

Net Book Value

Balance at

31 December(restated -
Note 5 and 6)

2015

Balance at

30 June 2014

Additions

Additions

(restated - 31 December

Cost

Accumulated Depletion, Depreciation, Amortization and Impairment

Additions
Additions

Transfers from 
exploration and 

(restated)30 June 2014

Balance at

 
Capitalized general and administrative expenses that comprise additions to property and equipment above for the 
six months ended 31 December 2015 and the year ended 30 June 2015 are $199,833 and $523,806, respectively.  
 
During the six months ended 31 December 2015, the Company disposed of its working interest in a property 
located in California for total cash proceeds of $200,000 and the settlement of $63,000 of net amounts owed to the 
purchaser, for a total gain on sale of $63,000. 
 



 
 
STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
  
 
 
6. Property and Equipment (continued) 
 

Impairment 
 
(a) Impairment – 31 December 2015 
 
The Company assesses many factors when determining if an impairment test should be performed. At 
31 December 2015, the Company determined that impairment indicators existed for the Company’s 
CGUs. In performing the review, management determined that the ongoing decline in commodity pricing 
and the impact of these price declines on the economic performance of the Company’s CGUs justified 
review of the recoverable amount of all CGUs. 
 
The recoverable amounts of specific CGUs were estimated at the fair value less costs of disposal based 
on the net present value of the before tax future net cash flows from oil and natural gas proved and 
probable reserves using forecasted prices published by the Company’s external reserve evaluators at 
31 December 2015 based on total proved and probable reserves estimated by the Company’s external 
reserve evaluators at 30 June 2015. The future net cash flows for all impairment test calculations 
performed were discounted at a rate of 10% per annum (30 June 2015 – 10%). The estimation of 
proved and probable reserves and related net cash flows is inherently subjective and involves 
considerable estimation uncertainty.  
 
For the six months ended 31 December 2015, an impairment loss of $195,000 was recognized related 
to properties in Texas where the recoverable amount was determined to be $nil, and has been included 
in impairment loss. The recoverable amounts for the California and Illinois CGUs exceeded the 
Company’s carrying value for these oil and gas properties and no impairment loss was required at 31 
December 2015. 
 
The following represent the forecasted prices used to determine fair values in the 31 December 2015 
impairment test: 
 

Average USD price
Calendar year per barrel

2016 $45.00
2017 $55.00
2018 $65.00
2019 $70.00
2020 $75.00
2021 $78.00
2022 $81.00
2023 $85.00

2024 and thereafter 2% escalation

 



 
 
STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
  
 
 
6. Property and Equipment (continued) 
 

Impairment (continued) 
 

(b) Impairment – 30 June 2015 (restated) 
 
As discussed in Note 5, additional carrying values of $5,374,000 were transferred from exploration and 
evaluation assets to property and equipment as a result of the restatement at 30 June 2015. In addition, 
the Company recalculated the recoverable amount of the specific Illinois and California CGUs as the 
initial impairment calculations performed used before tax future net cash flows from oil and natural gas 
from proved reserves only. The adjustment to the recoverable amounts to include before tax future net 
cash flows from oil and natural gas proved and probable reserves resulted in no impairment loss to be 
recognized for the year ended 30 June 2015. Consequently, the impairment loss of $5,202,993 that was 
initially recorded for the year ended 30 June 2015 was reversed in its entirety. This resulted in a 
decrease to impairment expense of $5,202,993 in the consolidated statement of comprehensive loss for 
the year ended 30 June 2015 and a corresponding increase to property and equipment as of 30 June 
2015.   

 
The following represent the forecasted prices used to determine fair values in the 30 June 2015 
impairment test: 
 

Average USD price
Calendar year per barrel

2015 (6 months) $60.00
2016 $66.00
2017 $73.00
2018 $78.00
2019 $82.00
2020 $86.00
2021 $90.00

2022 and thereafter 2% escalation  
 



 
 
STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
  
 
 
7. Decommissioning Provisions 

 

Balance, beginning of period $ 993,683        $ 916,934          
Change in discount rate 171,000        51,278            
Dispositions (48,590)         -                      
Change in cash flow estimates -                     1,144              
Accretion expense 4,907            24,327            

Balance, end of period $ 1,121,000     $ 993,683         

31 December
2015 30 June 2015

 
 
The Company has calculated the fair value of decommissioning provisions using a discount rate of 2.5% 
(30 June 2015 – 2.4% to 4.8%). The estimated undiscounted future cash flows to settle 
decommissioning provisions are $1,220,000 (30 June 2015 - $1,220,000) and are expected to be 
realized over a period defined as the remaining useful life in the Company’s most recent reserve report 
which is approximately 15 to 24 years. 
 
The fair value of certain oil and natural gas properties of the Company is $nil. Accordingly, the change in 
discount rate and estimates related to these properties was recorded as an adjustment to impairment 
loss for the six month period ending 31 December 2015 of $77,000. 



STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
 
 
 
8. Share Capital 
 

Authorized: 
 

Unlimited number of common shares without nominal or par value 
Unlimited number of preferred shares without nominal or par value 

 
The preferred shares may be issued in one or more series and the directors are authorized to fix the 
number of shares and determine the designation, rights, privileges, restrictions and conditions 
attached to each series of shares. 

 
Issued and outstanding: 
 

Number

Balance at 30 June 2014 146,288,969        $ 33,524,413        

Private placement, 7 December 2014 6,518,230            921,537             
  Share issuance costs (68,846)              

Shares issued on debt conversion 2,777,778            418,664             

Private placement, 21 December 2014 1,000,000            138,420             

Balance at 30 June 2015 156,584,977        34,934,188        

Private placement, 10 August 2015 10,310,250          556,622             
  Share issuance costs (39,788)              

Private placement, 12 November 2015 7,037,500            392,112             

Shares issued on debt conversion 2,392,858            125,413             

Balance at 31 December 2015 176,325,585      $ 35,968,547       

Amount

 
 

Common Stock Offerings 
 

On 10 August 2015 the Company completed a private placement of 10,310,250 units. Each unit consists 
of one CDI and one half of a warrant. Each CDI is equivalent to and exchangeable for one common 
share of stock of the Company. Each warrant is exercisable into one CDI, or common share, at an 
exercise price of AUD$0.12 per share. The warrants expire on 31 January 2017. The gross proceeds of 
CDN$ 798,134 (US$611,363) and CDN$71,472 (US$54,741) were allocated to the common shares and 
warrants, respectively. The fair value of the 5,155,125 warrants on 10 August 2015 of CDN $0.02 per 
warrant was determined using the Black Scholes model using the following assumptions: share price of 
AUD $0.065; expected dividend rate of 0%; expected volatility of 64%; risk free rate of 0.65%; and 
expected life of 1.5 years. 
 
 



STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
 

 
 

8. Share Capital (continued) 
 

Common Stock Offerings (continued) 
 

On 12 November 2015 the Company completed a private placement of 7,037,500 units. Each unit 
consists of one CDI and and one half of a warrant. Each CDI is equivalent to and exchangeable for one 
common share of the Company. Each warrant is exercisable into one CDI, or common share, at an 
exercise price of AUD$0.12 per share. The warrants expire on 31 January 2017. The gross proceeds of 
CDN$ 546,791 (US$416,232) and CDN$32,104 (US$24,120) were allocated to the common shares and 
warrants, respectively. The fair value of the 3,518,750 warrants on 12 November 2015 of CDN $0.01 per 
warrant was determined using the Black Scholes model using the following assumptions: expected 
dividend rate of 0%; expected volatility of 73%; risk free rate of 0.41%; and expected life of 1.2 years.  

 
Conversion of Debt 

 
On 16 November 2015 the Company issued 2,392,858 common shares to certain directors and past 
directors of the Company in consideration for settlement of amounts owing to related parties of 
CDN$167,500 (USD $125,413) at a deemed price of CDN$0.07 per share. No gain or loss was 
determined as the fair value of the consideration was equal to the debt settlement amounts.  

 
 

 
 



STRATA-X ENERGY LTD.  
(Unaudited) 
Notes to the Interim Condensed Consolidated Financial Statements 
31 December 2015  
(Expressed in U.S. Dollars) 
 

 
 

8. Share Capital (continued) 
 

Warrants 
 
Warrants have been classified as a derivative financial liability since the exercise price of the warrants is 
fixed in Canadian dollars, but the functional currency of the Company is US dollars.   
 
The activity related to the derivative financial liability associated with the warrants is as follows: 
 

Balance, beginning of period $ 26,456          $ 555,279          

Additions 78,861          -                      
Fair value adjustments (81,740)         (489,871)         
Foreign exchange (gain) loss (4,892)           (38,952)           

Balance, end of period $ 18,685          $ 26,456           

31 December
2015 30 June 2015

 
 
The fair value of the warrants was determined as at 31 December 2015 and 30 June 2015 using the 
following weighted average assumptions:  
 

31 December 30 June
2015 2015

Risk-free rate 0.44% 0.46%
Expected life (years) 1.1                 1.3                 
Expected volatility 67.5% 65.1%
Dividend yield 0.0% 0.0%
Forfeiture rate 0.0% 0.0%
Share price (AUD) $0.04 $0.11

 
 
Expected volatility was determined based on the Company’s historical volatility and a comparison to 
other companies in the business of exploration for and development of production of oil and natural gas. 
A forfeiture rate of 0% was used when recording stock-based compensation as all warrants vested 
immediately.  
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8. Share Capital (continued) 
 

Warrants (continued) 
 

Activity related to the number of warrants outstanding and exercisable for the Company is as follows: 
  

Number Currency Number Currency

Balance, beginning of period 11,840,386    $ 0.48   19,092,754     $ 0.49   

Warrants issued in private placement

10 August 2015 5,155,125      0.12   AUD -                     -     

Warrants issued in private placement

12 November 2015 3,518,750      0.12   AUD -                     -     

Expiration of warrants (750,000)       0.48   CDN (7,252,368)      0.51   CDN

Balance, end of period 19,764,261    $ 0.32   11,840,386     $ 0.48   

Exercise Exercise

Price Price

Weighted

31 December 2015 30 June 2015

Average

Weighted

Average

 
 

The following table summarizes information on warrants outstanding at 31 December 2015: 
 

Weighted
Average

Contractual
Number Life

Currency Outstanding (years)

$ 0.50 CDN 8,993,300       0.83                
$ 0.38 CDN 66,431            0.83                
$ 0.36 CDN 1,265,383       0.14                
$ 0.50 AUD 765,272          0.99                
$ 0.12 AUD 8,673,875       1.09                

19,764,261   

Exercise
Price
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8. Share Capital (continued) 

 
Stock Option Plan 
 
The following table summarizes the activity of the stock options. The exercise price of the various 
issuances of options over time are in Canadian and Australian dollars.  
 
 

Number Number
of Options of Options

Outstanding, beginning of period 6,570,000    $ 0.33     6,270,000    $ 0.36     

Granted 9,400,000    0.12     1,800,000    0.30     

Expired (375,000)      0.34     (1,500,000)   0.41     

Outstanding, end of period 15,595,000 $ 0.20   6,570,000  $ 0.33   

Exercisable, end of period 5,320,000  $ 0.28   4,695,000  $ 0.33   

Exercise
PricePrice

Exercise
Average
Weighted

31 December 2015 30 June 2015

Weighted
Average

 
 
The Company granted 4,400,000 options on 11 September 2015 that vest in 25% increments every six 
months beginning on 11 March 2016 with the final 25% increment of options vesting on 11 September 
2017.  
 
The Company granted 5,000,000 options on 19 October 2015 that vest in 25% increments every six 
months beginning on 19 April 2016 with the final 25% increment of options vesting on 19 October 2017. 
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8. Share Capital (continued) 

 
Stock Option Plan (continued) 

 
The following table summarizes information on stock options outstanding and exercisable at 31 
December 2015: 
 

Weighted
Average

Contractual
Number Number Life

Currency Outstanding Exercisable (years)

$ 0.30 CDN 3,920,000       3,045,000       5.04                
$ 0.34 CDN 850,000          850,000          6.73                
$ 0.35 CDN 525,000          525,000          3.42                
$ 0.41 CDN 750,000          750,000          2.81                
$ 0.50 AUD 50,000            50,000            0.95                
$ 0.50 CDN 100,000          100,000          2.30                
$ 0.12 AUD 9,400,000       -                  4.64                

15,595,000   5,320,000     

Exercise
Price

  
The Company uses the Black-Scholes option pricing model to value the options at each grant date 
under the following weighted average assumptions: 

 
31 December 30 June

2015 2015

Exercise price $0.12 AUD $0.30 CDN

Grant date fair value $0.07 $0.07
Expected dividend rate 0% 0%
Expected volatility 58% 62%
Risk-free interest rate 0.84% 1.60%
Expected life of options (years) 4.88             5.00             
Forfeiture rate 0.0% 0.0%
Share price on grant date $0.12 AUD $0.17 CDN

 
 

The fair value recognized for stock options during the six months ended 31 December 2015 is $63,064 
(2014 - $89,643). The fair value of stock options is expensed in general and administrative costs and 
included as a component of share based compensation reserve in shareholders’ equity.  
 
Expected volatility was determined based on the Company’s historical volatility and a comparison to 
other companies in the business of exploration for and development of production of oil and natural gas. 
A forfeiture rate of 0% was used when recording stock-based compensation as it is expected that all 
officers, directors, employees and consultants will continue with the Company over the vesting period. 
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9. Net Loss per Common Share 
 

The basic net loss per common share is based on the weighted average number of common shares 
outstanding for the three and six months ended 31 December 2015 and 31 December 2014 of 
171,813,880 and 167,057,161, respectively (2014 – 148,400,005 and 147,334,487, respectively). The 
stock options and warrants are anti-dilutive and have not been included in the weighted average number 
of common shares for the calculation of diluted loss per common share.  

 
10. Supplemental Cash Flow Information 
 

Changes in non-cash working capital items: 
 

 

Accounts receivable $ 34,698             $ (140,774)          
Prepaids and other -                       (3)                     
Accounts payable and accrued liabilities (15,373)            (268,516)          
Deposits (93,834)            -                       

$ (74,509)          $ (409,293)         

Non-cash transactions (note 7 and note 9)

20142015
Six months ended 31 December

 
 
11. Related Party Transactions 
 

The Company utilizes the services of an outside firm in which the former Chief Financial Officer (CFO) 
of the Company is a majority shareholder and remains a member of the board of directors of the 
Company. The contract with this firm for ongoing accounting, reporting and tax compliance services 
calls for monthly retainer payments of approximately $5,400. During the six months ended 31 December 
2015, the Company incurred approximately $31,800 (2014 - $32,500) in costs payable to the outside 
firm for accounting services. 
 
On 16 November 2015, the Company issued common shares to certain directors of the Company in 
consideration of settlement of debt as discussed in Note 8. 
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12. Financial risk management  
 

The Company's activities are exposed to a variety of financial risks:  interest rate risk, market risk, credit 
risk, liquidity risk and foreign exchange risk.  The Company's overall risk management program focuses 
on the unpredictability of financial and economic markets and seeks to minimize potential adverse 
effects on the Company's financial results.  Risk management is carried out by financial management in 
conjunction with overall corporate governance. There have been no changes to these policies during the 
period ended 31 December 2015. 
  
Market risk 

 
The Company's exposure to financial market risk is the risk that the fair value of future cash flows from a 
financial instrument will fluctuate because of changes in market prices. Market risk comprises interest 
rate risk and foreign exchange risk. There have been no significant changes to the Company’s market 
risks other than as noted below: 

 
Liquidity risk 

 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they are 
due. The Company’s ongoing liquidity is impacted by various external events and conditions, including 
commodity price fluctuations and the global economy. The Company continues to monitor its actual and 
forecast cash flows to review whether there are adequate reserves to meet its financial obligations on an 
ongoing basis. As at 31 December 2015, the Company had a positive working capital of approximately 
$489,000. Continuing weak commodity prices experienced during 2015 have negatively impacted 
earnings and operating cash flow for the period.  
 
The Company continues to focus on minimal capital activities, reducing operating and general and 
administrative costs and enhancing operational efficiencies to preserve the Company’s financial health 
and sustainability in a low commodity price environment. The Company cannot provide any assurance 
that sufficient cash flows will be generated from operating activities or that proceeds from other activities 
will be able to provide adequate working capital to sustain operations for the long-term.  

 
13. Capital Management 
 

The Company's objective when managing capital is to maintain adequate cash resources to support 
planned activities, which include the acquisition and development of oil and gas properties.  The 
Company includes shareholders' equity in the definition of capital. As noted above, the Company 
continues to focus on activities that utilize minimal capital based on the current overall capital 
constraints the Company is experiencing as a result of the sustained low commodity price environment.  

 
In managing capital, the Company estimates its future cash requirements by preparing a budget.  The 
budget establishes the activities for the upcoming year and estimates the costs associated with these 
activities. 

 
Historically, funding for the Company's plan was primarily managed through the issuance of additional 
common shares and through its commercial activities.  There are no assurances that funds will be made 
available to the Company when required. 

 
The Company is not subject to externally imposed capital requirements. 

 
 
 
 




