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INDEPENDENT AUDITORS’ REPORT 

To the Shareholders of Razor Energy Corp. 

We have audited the accompanying financial statement of Razor Energy Corp., which comprises the 
statement of financial position as at December 31, 2016, the statements of loss and comprehensive 
loss, changes in shareholders’ deficit and cash flows for the period from incorporation on June 14, 
2016 to December 31, 2016, and notes, comprising a summary of signify 

cant accounting policies and other explanatory information. 

Management’s responsibility for the financial statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards, and for such internal control as 
management determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

Auditors’ responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on our judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud 
or error. In making those risk assessments, we consider internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
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Opinion 

In our opinion, the financial statements presents fairly, in all material respects, the financial position 
of Razor Energy Corp. as at December 31, 2016, and its financial performance and its cash flows for 
the period from incorporation on June 14, 2016 to December 31, 2016 in accordance with 
International Financial Reporting Standards. 

Chartered Professional Accountants 
 

March 28, 2017 
Calgary, Canada 
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Razor Energy Corp. 

Statement of Financial Position 

(Expressed in Canadian Dollars) 

As at: 

December 31, 2016 

Assets 

Current assets 

 Cash and cash equivalents $7,531 

 Accounts receivable 7,602 

15,133 

Acquisition deposit (note 11) 50,000 

Office equipment (note 5) 17,778 

Total assets $82,911 

Liabilities 

Current liabilities 

 Accounts payable and accrued liabilities $456,812 

 Shareholders’ loan (note 10) 50,000 

506,812 

Shareholders’ deficit 

 Share capital (note 6) 9,795 

 Deficit (433,696) 

Total shareholders’ deficit (423,901) 

Total liabilities and shareholders’ deficit $82,911 

Commitments (note 9) 

Subsequent events (note 11) 

See accompanying notes to these financial statements 

Approved By: 

“Doug Bailey”  “Stan Smith” 

_____________________ _____________________ 

Doug Bailey, Director  Stan Smith, Director 
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Razor Energy Corp. 

Statement of Loss and Comprehensive Loss 

(Expressed in Canadian Dollars) 

Period from incorporation on June 14, 2016 to December 31, 2016 

2016 

Expenses 

 General and administrative $431,474 

 Depreciation (note 5) 2,222 

433,696 

Net loss and comprehensive loss for the period $(433,696) 

Net loss per share (Note 6c) 

 Basic and diluted $(24.60) 

See accompanying notes to these financial statements 
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Razor Energy Corp. 

Statement of Changes in Shareholders’ Deficit 

(Expressed in Canadian Dollars except share amounts) 

Share 

Capital 

($) 

 Deficit 

($) 

Total 

Shareholders’ 

Deficit 

 ($) 

Number 

of Shares 

Balance at incorporation  1 $1 $- $1 

Issue of common share (note 6) 97,940 9,794 - 9,794

Net loss for the period - - (433,696) (433,696)

Balance at December 31, 2016 97,941 $9,795 $(433,696) $(423,901) 

See accompanying notes to these financial statements 
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Razor Energy Corp. 

Statement of Cash Flows 

(Expressed in Canadian Dollars) 

Period from incorporation on June 14, 2016 to December 31, 2016 

 

  2016                          

   

Operating Activities   
Net loss for the period  $(433,696) 

Adjustments to add non-cash items:   
         Depreciation   2,222 

Change in non-cash working capital   429,210 

Net cash flows from operating activities  (2,264) 

   

Financing Activities   
Proceeds from shareholders’ loan  50,000 

Proceeds from issue of common shares   9,795 

Net cash flows from financing activities  59,795 

Investing Activities   
Acquisition deposit  (50,000) 

Purchase of office equipment   (20,000) 

Change in non-cash working capital   20,000 

Net cash flows from investing activities  (50,000) 

   

Change in cash and cash equivalents  7,531 

Cash and cash equivalents, beginning of period  - 

Cash and cash equivalents, end of period  $7,531 

 

See accompanying notes to these financial statements   
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Razor Energy Corp. 

Notes to the Financial Statements 

As at December 31, 2016 and the period from incorporation on June 14, 2016 to December 31, 2016 

 

1. BUSINESS AND STRUCTURE OF RAZOR ENERGY CORP. 

 

Razor Energy Corp. (“Razor” or “the Company”) was incorporated under the laws of the Province of Alberta on 

June 14, 2016. The Company’s head office is located in Calgary, Alberta, Canada. The Company is located at 

suite 1250, 645 7th Ave. SW Calgary Alberta T2P 4G8.  As at December 31, 2016, the Company has not yet 

commenced commercial operations, and has no subsidiaries. See subsequent events note. 

   

2. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES 

 

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

(“IFRS”). The financial statements are presented in Canadian dollars which is the Company’s functional 

currency. The financial statements were approved by the Board of Directors on March 28, 2017. 

 

The financial statements were prepared on a historical cost basis.  

 

The accounting policies set out below have been applied in preparing these financial statements. 

 

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

estimates and assumptions that affect the application of accounting policies and the reported amounts of 

assets, liabilities, income and expenses. Actual results may differ materially from these estimates. 

 

(a) Financial instruments 

 

Non-derivative financial instruments 

Non-derivative financial instruments are comprised of cash and cash equivalents, accounts receivable, accounts 

payable and accrued liabilities, and shareholders’ loan.  Non-derivative financial instruments are recognized 

initially at fair value net of any directly attributed transaction costs. Subsequent to initial recognition, non-

derivative financial instruments are measured as described below. 

 

Cash and cash equivalents comprise of cash on hand, term deposits held with banks and other short-term, highly 

liquid investments with original maturities of three months or less. At December 31, 2016 cash and cash 

equivalents is all cash on hand. 

 

Other non-derivative financial instruments, such as accounts receivable, accounts payable and accrued liabilities, 

and shareholders’ loan are measured at amortized cost using the effective interest method. 

 

(b) Share capital 

 

Common shares are classified as equity. 

 

Costs directly attributable to the issue of common shares are recognized as a deduction from equity, net of 

any tax effects. 
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2. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

(c) Office equipment 

 

Office equipment is measured at cost less accumulated depreciation and accumulated impairment losses. 

Depreciation is recognized in profit or loss on a straight-line basis over the estimated useful lives of 3 years 

with nil residual value. Depreciation methods, useful lives and residual values are reviewed at each reporting 

date. 

 

An impairment loss is recognized if the carrying amount of an asset exceeds its estimated recoverable amount 

measured at the greater of value in use or fair value less cost to sell.  

 

(d) Loss per share 

 

Basic loss per share is calculated by dividing the loss for the period by the weighted average number of common 

shares outstanding during the period. There are no dilutive instruments outstanding.  

 

(e) Income tax 

 

Income tax expense comprises current and deferred tax. Income tax expense 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 is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively 

enacted at the reporting date, and any adjustment to tax payable in respect of previous years. 

 

Deferred tax is recognized 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 on the initial recognition of assets or liabilities in a transaction that is not 

a business combination. In addition, deferred tax is not recognized for taxable temporary differences arising on 

the initial recognition of goodwill. Deferred tax is measured at the tax rates that are expected to be applied to 

temporary differences when they reverse, based on the laws that have been enacted or substantively enacted by 

the reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset, and 

they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, 

but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be 

realized simultaneously.  

 

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

against which the temporary difference can be utilized. Deferred tax assets are reviewed at each reporting date 

and are reduced to the extent that it is no longer probable that the related tax benefit will be realized. 

 
3. DETERMINATION OF FAIR VALUES 

 

A number of the Company’s accounting policies and disclosures require the determination of fair value, for 

both the financial and non-financial assets and liabilities. Fair values have been determined for measurement 

and disclosure purposes based on the following methods. When applicable, further information about the 

assumptions made in determining fair values is disclosed in the notes specific that asset or liability. 
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3. DETERMINATION OF FAIR VALUES (CONTINUED) 

 

(i) Cash and cash equivalents, accounts receivable, acquisition deposits, accounts payable and accrued 

liabilities and shareholders’ loan:  

 

The fair value of cash and cash equivalents, accounts receivable, acquisition deposits, accounts payable 

and accrued liabilities and shareholders’ loan are estimated as the present value of future cash flows, 

discounted at the market rate of interest at the reporting date. At December 31, 2016, the fair value of 

these accounts approximated their carrying value due to their short term to maturity.  

 

(ii) Measurement:  

 

The Company classifies the fair value of these transactions according to the following hierarchy based on 

the amount of observable inputs used to value the instrument.  

 

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

date. Active markets are considered those with a high frequency of transaction volume that can provide 

pricing information on an ongoing basis.  

 

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

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

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

observed or corroborated in the marketplace.  

 

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

observable market data.  

 

The fair value of cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities, 

and shareholders’ loan are all measured in accordance with Level 1 of the fair value hierarchy. 

 

4. FUTURE ACCOUNTING POLICIES 

 

IFRS 15 - Revenue from Contracts with Customers, provides clarification for recognizing revenue from contracts 

with customers and establishes a single revenue recognition and measurement framework that applies to 

contracts with customers. The new standard is effective for annual periods beginning on or after January 1, 

2018, with early adoption permitted. Management is currently assessing the potential impact of the adoption 

of IFRS 15 on the Company’s financial statements. 

 

IFRS 9 - Financial Instruments, is intended to replace IAS 39 Financial Instruments: Recognition and 

Measurement and uses a single approach to determine whether a financial asset is measured at amortized 

cost or fair value, replacing the multiple rules in IAS 39. For financial liabilities designated at fair value through 

profit or loss, a company can recognize the portion of the change in fair value related to the change in the 

company’s own credit risk through other comprehensive income rather than profit or loss. The new standard 

also requires a single impairment method to be used, replacing the multiple impairment methods in IAS 39, 

and incorporates new hedge accounting requirements.  The new standard is effective for annual periods 
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beginning on or after January 1, 2018, with early adoption permitted. Management is currently assessing the 

potential impact of the adoption of IFRS 9 on the Company’s financial statements. 

 

IFRS 16 – Leases is intended to replace IAS 17 – Leases and introduces a single lease accounting model which 

requires the recognition of assets and liabilities for most leases. The new standard is effective for annual 

periods beginning on or after January 1, 2019, with early adoption permitted if the Company is also applying 

IFRS 15 – Revenue from Contracts with Customers. Management is currently assessing the potential impact of 

the adoption of IFRS 16 on the Company’s financial statements. 

 

4. OFFICE EQUIPMENT 

  Office Equipment  

Cost or deemed cost:   

Balance at incorporation, June 14, 2016  $- 

  Additions  20,000 

Balance at December 31, 2016  $20,000 

   

Accumulated depreciation:   

Balance at incorporation, June 14, 2016  $- 

 Depreciation for the period  2,222 

Balance at December 31, 2016  $2,222 

   

Net carrying value:   

  At December 31, 2016  $17,778 

  

5. SHARE CAPITAL 

 

(a) Authorized 

 

Authorized share capital consists of an unlimited number of common shares without nominal or par value, see 

subsequent events note. 

 

(b) Issued 

 

 Shares  $ Amount 

Balance at incorporation, June 14, 2016 1 $1 

  Issuance of common shares 97,940 9,794 

Balance at December 31, 2016 97,941 $9,795 

 

On November 25, 2016, the Company issued 97,940 common shares at a price of $0.10 per common share for 

aggregate gross proceeds of $9,794. 

 

(c) Per share amounts 

 

The weighted-average number of shares outstanding (basic and diluted) for the period ended December 31, 2016 

was 17,630. These outstanding shares amounts were used to calculate the loss per share for the period. 
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6. TAX 

 

The Company has deductible temporary differences of $398,920 for which a deferred tax asset has not been 

recognized as it is not considered more likely than not as at December 31, 2016 that the benefits will be realized. 

This balance includes $396,698 of Non-Capital losses expiring 2036. 

 
7. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES  

 

Capital Management:  

 

The Company's objective when managing capital is to maintain its ability to continue as a going concern to provide 

returns for shareholders and benefits for other stakeholders.  

 

The Company includes equity, comprised of issued common shares and deficit in the definition of capital. The 

Company's primary objective with respect to its capital management is to ensure that it has sufficient cash 

resources to fund the identification and evaluation of potential acquisitions. To secure the additional capital 

necessary to pursue these plans, the Company will need to raise additional funds through the issuance of equity 

or debt. The Company is not subject to externally imposed capital requirements.  

 

Risk Disclosures and Fair Values:  

 

The Company's financial instruments, consisting of cash and cash equivalents accounts receivable, accounts 

payable and accrued liabilities and shareholders’ loan approximate fair values due to the relatively short term 

maturities of the instruments. It is management’s opinion that the Company is not exposed to significant interest, 

currency or credit risks arising from these financial instruments. 

 

Liquidity risk: 

 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. 

Liquidity is managed through cash, debt and equity management strategies, when available. As at December 31, 

2016, the Company needs to raise equity or debt to meet the current obligations of the Company, which it has 

done as outlined in the subsequent events note.  

 

The following table details the Company’s financial liabilities as at December 31, 2016: 

 

 <1 year Total 

Accounts payable and accrued liabilities   $456,812  $456,812 

Shareholders’ loan   50,000      50,000 

Total financial liabilities   $506,812  $506,812 

 

8. COMMITMENTS 

 

 <1 year Total 

Parking   $5,940  $5,940 

Total commitments  $5,940  $5,940 

 
From time to time, the Company may be exposed to claims and legal actions arising in the normal course of 

business.  
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9. RELATED PARTY TRANSACTIONS 

 

On November 24, 2016, two shareholders of the Company, provided the Company with a shareholders’ loan of 

$50,000.  The loan has been repaid subsequent to December 31, 2016. 

 

Transactions with related parties are conducted and recorded at the exchange amount. 

 

10. SUBSEQUENT EVENTS 

 

On January 25, 2017, the Company cancelled 10,030 common shares, resulting in a total of 87,911 outstanding 

common shares. 

 

On January 31, 2017, the Company acquired certain oil and gas interests in the Swan Hills area from an arm’s 

length 3rd party for consideration of $15 million in cash, before customary adjustments. On November 25, 2016, 

the Company provided an initial deposit of $50,000.  The assets consist of producing oil and gas assets in the Swan 

Hills area of Alberta and approximately 15,000 net acres of associated undeveloped land. Management is still 

assessing relevant information in order to make a final determination of the decommissioning obligations and 

finalize the purchase equation. 

 

On January 31, 2017, the Company closed an Arrangement Agreement with Vector Resources Inc. (“Vector”).  

Pursuant to the terms of the Arrangement Agreement, each common share of Razor was exchanged for 2,042.13 

common shares of Vector resulting in a reverse takeover of Vector by Razor. The transaction is the Qualifying 

Transaction for Vector pursuant to the policies of the TSX Venture Exchange. The above noted transaction allowed 

the combined entity to be a listed entity. 

 

On January 31, 2017 Vector changed its name to Razor Energy Corp. and consolidated its shares on a 20:1 ratio 

basis, resulting in 9,163,096, post consolidation, shares outstanding. 

 

On January 31, 2017, the Company entered into a $30 million term loan agreement (the “Term Loan”) with Alberta 

Investment Management Corporation (“AIMCo”).  The Term Loan bears interest at a rate of 10% per annum, 

calculated and payable semi-annually and matures on January 31, 2021. The loan is secured by all present and 

after-acquired personal property as well as a floating charge on land pursuant to a general security agreement 

and a promissory note.  In addition, the Company issued 1,024,128 common post consolidated shares to AIMCo, 

representing approximately 10.05% of the issued and outstanding common shares of the Company. 

 

Upon completion of the Qualifying Transaction, share consolidation and the issuance of shares to AIMCo the 

Company had 10,187,224 common shares issued and outstanding.   

 

On February 13, 2017, the Company began trading on the TSX Venture Exchange under the symbol RZE.V. 

 

 


