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PART  I   —   FINANCIAL INFORMATION 

 

Item 1.   Financial Statements 

 

 

Canyon Gold Corp. 

Condensed Consolidated Balance Sheets 

 

    
October 31, 

2015     
April 30, 

2015   

ASSETS   (Unaudited)        

Current assets:   

 

       

   Cash   $ -     $ 183   

   Prepaid expenses     11,500       5,858   

                  

   Total current assets     11,500       6,041   

                  

Mineral claims     37,820       37,820   

                  

Total assets   $ 49,320     $ 43,861   

                  

LIABILITIES AND STOCKHOLDERS' DEFICIT           

Current liabilities:                 

   Accounts payable   $ 158,629     $ 109,499   

   Accrued interest payable     1,214       2,383   

   Accrued interest payable – related parties     14,494       11,143   

   Derivative liability     -       47,808   

   Convertible notes payable, net of discount     175,650       199,748   

   Convertible notes payable – related parties, net of discount     57,050       57,050   

   Notes payable – related parties     79,656       79,656   

   Payables – related parties     560,557       369,178   

                  

   Total current liabilities     1,047,250       876,465   

                  

   Total liabilities     1,047,250       876,465   

                  

Stockholders' deficit:                 

   Preferred stock, $0.0001 par value; 20,000,000 shares authorized, 1,100,000 shares 

issued and outstanding     110       110   

   Common stock, $0.0001 par value; 200,000,000 shares authorized, 21,049,676 and 

20,867,943 shares issued and outstanding, respectively     2,105       2,087   

   Additional paid-in capital     987,569       952,475   

   Accumulated deficit     (1,987,714 )     (1,787,276 ) 

                  

   Total stockholders' deficit     (997,930 )     (832,604 ) 

                  

Total liabilities and stockholders' deficit   $ 49,320     $ 43,861   

 

See notes to condensed consolidated financial statements 
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Canyon Gold Corp. 

Condensed Consolidated Statements of Operations 

(Unaudited) 

 

    
Three Months Ended 

October 31,     
Six Months Ended 

October 31,   

    2015     2014     2015     2014   

                      

Revenue   $ -     $ -     $ -     $ -   

                                  

Expenses:                                 

   General and administrative     8,358       10,232       23,275       26,135   

   Management and administrative fees     22,500       22,500       45,000       45,000   

   Professional fees     14,832       16,618       48,886       53,750   

   Directors' fees     -       7,500       -       15,000   

   Exploration costs     1,725       3,950       3,375       5,600   

                                  

   Total expenses     47,415       60,800       120,536       145,485   

                                  

Loss from operations     (47,415 )     (60,800 )     (120,536 )     (145,485 ) 

                                  

Other income (expense):                                 

   Interest expense     (62,006 )     (16,094 )     (90,420 )     (39,644 ) 

   Gain (loss) on derivative liability     (70,567 )     (924 )     (144,941 )     15,046   

   Gain (loss) on extinguishment of debt     92,712       (3,824 )     155,459       (1,408 ) 

                                  

   Total other income (expense)     (39,861 )     (20,842 )     (79,902 )     (26,006 ) 

                                  

Loss before income taxes     (87,276 )     (81,642 )     (200,438 )     (171,491 ) 

                                  

Provision for income taxes     -       -       -       -   

                                  

Net loss   $ (87,276 )   $ (81,642 )   $ (200,438 )   $ (171,491 ) 

                                  

Net loss per common share – basic and diluted   $ (0.00 )   $ (0.00 )   $ (0.01 )   $ (0.01 ) 

                                  

Weighted average shares outstanding – basic and diluted     21,049,682       20,852,200       20,988,445       20,601,521   

  

See notes to condensed consolidated financial statements 
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Canyon Gold Corp. 

Condensed Consolidated Statements of Cash Flows 

(Unaudited) 

 

    
Six Months Ended 

October 31,   

    2015     2014   

            

Cash flows from operating activities:           

   Net loss   $ (200,438 )   $ (171,491 ) 

   Adjustments to reconcile net loss to net cash provided by (used in) operating activities:                 

      Imputed interest on convertible notes payable     1,125       1,352   

      Amortization of debt discount to interest expense     16,585       25,064   

      (Gain) loss on derivative liability     144,941       (15,046 ) 

      (Gain) loss on extinguishment of debt     (155,459 )     1,408   

      Change in operating assets and liabilities:                 

         Increase in prepaid expenses     (5,642 )     (7,115 ) 

         Increase in accounts payable     49,130       56,595   

         Increase (decrease) in accrued interest payable     (1,169 )     1,814   

         Increase in accrued interest payable – related parties     3,351       7,000   

         Increase in payables – related parties     191,379       85,523   

                  

   Net cash provided by (used in) operating activities     43,803       (14,896 ) 

                  

Cash flows from investing activities     -       -   

                  

   Net cash provided by investing activities     -       -   

                  

Cash flows from financing activities:                 

   Proceeds from convertible notes payable     -       14,500   

   Repayment of convertible notes payable     (43,986 )     -   

                  

   Net cash provided by (used in) financing activities     (43,986 )     14,500   

                  

Net decrease in cash     (183 )     (396 ) 

                  

Cash at beginning of period     183       396   

                  

Cash at end of period   $ -     $ -   

See notes to condensed consolidated financial statements 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

5 



Canyon Gold Corp. 

Notes to Condensed Consolidated Financial Statements 

October 31, 2015 

(Unaudited) 

 

1. Nature of Operations and Continuation of Business 

 

Canyon Gold Corp. (the "Company") was incorporated in the State of Delaware on May 27, 1998 as Mayne 

International Ltd.  On September 5, 2000, the Company changed its name to Black Dragon Entertainment, Inc.  On 

July 31, 2002, the Company changed its name to Vita Biotech Corporation.  On May 27, 2004, the Company 

changed its name to August Energy Corp. and, subsequently on April 17, 2011, the Company changed its name to 

Canyon Gold Corp. 

 

Going Concern 

 

These condensed consolidated financial statements have been prepared in accordance with accounting principles 

generally accepted in the United States of America applicable to a going concern.  Through October 31, 2015, the 

Company has no revenues, has accumulated losses of $1,987,714 since inception on June 19, 2008 and a working 

capital deficit of $1,035,750 and expects to incur further losses in the development of its business, all of which cast 

substantial doubt about the Company's ability to continue as a going concern.  Management plans to continue to 

provide for the Company's capital needs during the year ending April 30, 2016 by issuing debt and equity securities 

and by the continued support of its related parties (see Note 4).  The condensed consolidated financial statements do 

not include any adjustments relating to the recoverability and classification of recorded asset amounts or amounts 

and classification of liabilities that might be necessary should the Company be unable to continue in 

existence.  There is no assurance that funding will be available to continue the Company's business operations. 

 

2. Basis of Presentation 

 

These condensed consolidated financial statements have been prepared in accordance with accounting principles 

generally accepted in the United States.  The Company's fiscal year end is April 30.  These condensed consolidated 

financial statements include the accounts of the Company and its wholly owned subsidiary, Long Canyon.  All inter-

company transactions and balances have been eliminated. 

 

The interim condensed consolidated financial statements have been prepared without audit in accordance with 

accounting principles generally accepted in the United States for interim financial information and with the 

instructions to Securities and Exchange Commission ("SEC") Form 10-Q.  They do not include all the information 

and footnotes required by generally accepted accounting principles for complete financial statements.  Therefore, 

these unaudited interim condensed consolidated financial statements should be read in conjunction with the 

Company's audited financial statements and notes thereto for the year ended April 30, 2015 included in its Annual 

Report on Form 10-K filed with the SEC. 

 

The interim condensed consolidated financial statements included herein are unaudited; however, they contain all 

normal recurring accruals and adjustments that, in the opinion of management, are necessary to present fairly the 

Company's consolidated financial position as of October 31, 2015, the consolidated results of its operations for the 

three and six months ended October 31, 2015 and its consolidated cash flows for the six months ended October 31, 

2015 and 2014.  The results of operations for the three and six months ended October 31, 2015 are not necessarily 

indicative of the results to be expected for future quarters or the full year ending April 30, 2016. 

 

3. Mineral Claims 

 

On March 12, 2011, the Company's wholly owned subsidiary, Long Canyon, acquired a 100% interest in 30 mineral 

claims located in the State of Nevada for $37,820.  This amount has been recorded as mineral claims, a non-current 

asset in the Company's condensed consolidated balance sheets. 

 

The Company is committed to pay a 3% Net Smelter Royalty on all the claims acquired by Long Canyon. 
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4. Related Party Transactions and Balances 

 

Management and administrative services are compensated as per a Service Agreement between the Company and its 

Chief Executive Officer executed on April 30, 2011, a Service Agreement between the Company and its former 

Chief Executive Officer executed on December 6, 2012, and an Administration Agreement with a related party 

executed on March 15, 2011 and renewed on May 1, 2015, whereby the fee is based on services provided and 

invoiced by the related parties on a monthly basis and the fees are paid in cash when possible or with common 

stock.  The Company also, from time to time, has some of its expenses paid by related parties with the intent to 

repay.  These types of transactions, when incurred, result in payables to related parties in the Company's 

consolidated financial statements as a necessary part of funding the Company's operations. 

 

As of October 31, 2015 and April 30, 2015, the Company had payable balances due to related parties totaling 

$560,557 and $369,178, respectively, which resulted from transactions with significant shareholders. 

 

Convertible notes payable – related parties consisted of the following at: 

  

  

October 

31, 

2015     

April 30, 

2015 

  

Note payable to related party, no interest, convertible into common 

stock of the Company at $0.10 per share, imputed interest at 9% per 

annum   $ 25,000     $ 25,000   

                  

Note payable to related party, interest at 6%, convertible into common 

stock of the Company at $0.10 per share     32,050       32,050   

                  

    $ 57,050     $ 57,050   

 

Convertible notes payable – related parties issued prior to the fiscal year ended April 30, 2014 were convertible 30 

days from the first day the Company's common shares are qualified for trading on the OTC Bulletin Board, which 

occurred in November 2012.  As of October 31, 2015, the convertible note payable – related party of $25,000 had 

not been converted and therefore is in default. 

 

Historically, there has been no determinable and active market value for the Company's common stock. 

Accordingly, no beneficial conversion feature or derivative liabilities were determinable or have been recognized 

related to the Company's convertible notes payable – related parties.  These convertible features will be evaluated in 

subsequent periods for fair value determination. 

 

Notes payable – related parties are currently in default and consisted of the following at: 

 

  

  

October 

31, 

2015     

April 30, 

2015 

  

Note payable to related party, with interest at 6% per annum, due 

September 15, 2013   $ 24,656     $ 24,656   

Note payable to related party, with interest at 6% per annum, due 

March 8, 2014     7,500       7,500   

Note payable to related party, with interest at 6% per annum, due 

December 5, 2013     47,500       47,500   

                  

    $ 79,656     $ 79,656   

 

Accrued interest payable – related parties was $14,494 and $11,143 at October 31, 2015 and April 30, 2015, 

respectively. 
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5. Convertible Notes Payable 

 

Convertible notes payable consisted of the following at: 

 

  

  

October 

31, 

2015     

April 30, 

2015 

  

Note payable, no interest, convertible into common stock of the 

Company at $0.02 per share   $ 11,000     $ 11,000   

Note payable, no interest, convertible into common stock of the 

Company at $0.02 per share 90 days from demand     141,150       141,150   

Note payable, no interest, convertible into common stock of the 

Company at $0.02 per share on a quarterly basis     14,500       14,500   

Note payable to institutional investor repaid in August 2015     -       38,000   

Note payable to institutional investor repaid in September 2015     -       16,000   

Other, with interest at 6% per annum     9,000       9,000   

Less discount     -       (29,902 ) 

                  

    $ 175,650     $ 199,748   

 

The $11,000 and $141,150 convertible notes payable outstanding at October 31, 2015 were convertible 30 days from 

the first day the Company's common shares are qualified for trading on the OTC Bulletin Board, which occurred in 

November 2012.  As of October 31, 2015, these two convertible notes had not been converted and therefore are in 

default. 

 

On December 3, 2014, the Company entered into a convertible promissory note with an institutional investor 

("Investor") for $38,000, which bore interest at an annual rate of 8% and matured on September 5, 2015.  The 

Investor had the right, after the first 180 days of the note, to convert the note and accrued interest in whole or in part 

into shares of the common stock of the Company at a price per share equal to 58% (representing a discount rate of 

42%) of the average of the lowest three trading prices for the Company's common stock during the ten trading day 

period ending one trading day prior to the date of the conversion notice.  At any time for the period beginning on the 

date of the note and ending on the date which is 30 days following the date of the note, the Company could prepay 

the note upon payment of an amount equal to the outstanding principal multiplied by 120%, together with accrued 

and unpaid interest.  The amount of the prepayment increased every subsequent 30 days to 125%, 130%, 135%, 

140% and 145% of the outstanding principal together with accrued and unpaid interest.  After the expiration of 180 

days following the date of the note, the Company had no right of prepayment. 

 

At the inception of the convertible note to institutional investor, the Company recorded debt issuance costs of $3,000 

in prepaid expenses, and a debt discount and derivative liability of $37,325 related to the conversion 

feature.  Interest expense for the amortization of the debt discount was calculated on a straight-line basis over the 

life of the convertible note. 

 

In June 2015, the Company paid the institutional investor $25,000, $14,286 principal of the $38,000 convertible note 

payable and $10,714 in early payment penalties.   On July 1, 2015, the institutional investor converted $10,014 

principal of the convertible loan into 181,748 shares of the Company's common stock.  In August 2015, the 

Company paid the institutional investor $20,000, $5,714 principal and $14,286 in accrued interest and early payment 

penalties.  In October 2015, the Company paid the institutional investor $42,500, the remaining principal of $7,986 

and $34,514 in loan extension fees and early payment penalties. 
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On March 2, 2015, the Company entered into a convertible promissory note with an institutional investor for 

$16,000, which bore interest at an annual rate of 8% and matured on December 4, 2015.  The investor had the right, 

after the first 180 days of the note, to convert the note and accrued interest in whole or in part into shares of the 

common stock of the Company at a price per share equal to 58% (representing a discount rate of 42%) of the 

average of the lowest three trading prices for the Company's common stock during the ten trading day period ending 

one trading day prior to the date of the conversion notice.  At any time for the period beginning on the date of the 

note and ending on the date which is 30 days following the date of the note, the Company could prepay the note 

upon payment of an amount equal to the outstanding principal multiplied by 120%, together with accrued and 

unpaid interest.  The amount of the prepayment increased every subsequent 30 days to 125%, 130%, 135%, 140% 

and 145% of the outstanding principal together with accrued and unpaid interest.  After the expiration of 180 days 

following the date of the note, the Company had no right of prepayment. 

 

At the inception of the convertible note to institutional investor, the Company recorded debt issuance costs of $500 

in prepaid expenses, and a debt discount and derivative liability of $16,000 related to the conversion 

feature.  Interest expense for the amortization of the debt discount was calculated on a straight-line basis over the 

life of the convertible note.  The convertible note was paid in full in September 2015. 

 

During the six months ended October 31, 2015, we had the following activity in the accounts related to the 

convertible note to institutional investor: 

 

  

  

 

Derivative 

Liability     

 

Debt 

Discount     

Loss on 

Derivative 

Liability   

                 

Balance at April 30, 2015   $ 47,808     $ 29,902        

Loss on derivative liability     144,941       -     $ (144,941 ) 

Conversion of debt to shares of common stock and 

repayment of debt     (192,749 )     (13,317 )     -   

Amortization of debt discount to interest expense     -       (16,585 )     -   

                          

Balance at October 31, 2015   $ -     $ -     $ (144,941 ) 

 

Accrued interest payable was $1,214 and $2,383 at October 31, 2015 and April 30, 2015, respectively. 

 

6. Financial Instruments 

 

Pursuant to ASC 820, Fair Value Measurements and Disclosures and ASC 825, Financial Instruments, an entity is 

required to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair 

value using a hierarchy based on the level of independent, objective evidence when measuring fair value using a 

hierarch based on the level of independent, objective evidence surrounding the inputs used to measure fair value.  A 

financial instrument's categorization with the fair value hierarchy is based upon the lowest level of input that is 

significant to the fair value measurement.  The hierarchy prioritized the inputs into three levels that may be used to 

measure fair value: 

 

Level 1 

 

Level 1 applies to assets or liabilities for which there are quoted prices in active markets for identical assets or 

liabilities. 

 

Level 2 

 

Level 2 applies to assets or liabilities for which there are inputs other than quoted prices that are observable for the 

asset or liability such as quoted prices for similar assets or liabilities in markets that are not active. 
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Level 3 

 

Level 3 applies to assets or liabilities for which there are unobservable inputs to the valuation methodology that are 

significant to the measurement of the fair value of the assets or liabilities. 

 

As of October 31, 2015, the Company believes the amounts reported for cash, payables, accrued liabilities and 

amounts due to related parties approximate their fair values due to the nature or duration of these instruments.  In 

addition, the fair value of certain of the Company's convertible notes was not determinable since there has been no 

current market value for the Company's common stock.  Accordingly, no beneficial conversion feature or derivative 

liabilities were determinable or have been recognized related to these convertible notes payable. 

 

As of October 31, 2015, the Company had no convertible notes payable or related derivative liabilities measured at 

fair value. 

 

7. Stockholders' Deficit 

 

Common Stock: 

 

The Company has 200,000,000 shares of $0.001 par value common stock authorized.  On February 20, 2014, a 

majority of the shareholders of the Company holding 82.95% of the Company's voting stock approved a 20:1 

reverse stock split.   On March 3, 2014, a request was filed with the Financial Industry Regulatory Authority 

(FINRA) to approve the reverse split.  FINRA approved the reverse split effective April 4, 2014.  The reverse stock 

split has been given retroactive effect in the accompanying consolidated financial statements and notes thereto. 

 

During the six months ended October 31, 2015, the Company issued 181,748 shares of its common stock for 

conversion of debt:  reducing convertible notes payable by $10,014, reducing debt discount by $2,594, reducing 

derivative liability by $24,051, increasing common stock by $18, increasing additional paid-in capital by $33,969 

and recording a loss on extinguishment of debt of $2,516.  In addition, the Company cancelled 15 shares of its 

common stock with no impact on its consolidated financial statements. 

 

Preferred Stock: 

 

The Company has 20,000,000 shares of $0.0001 par value preferred stock. 

 

During the year ended April 30, 2012, the Company issued 600,000 shares of Series A convertible preferred stock to 

a related party in payment of an outstanding debt.  The Series A convertible preferred shares are convertible into ten 

common voting shares and carry voting rights on the basis of 100 votes per share with rights and preferences being 

decided by the Board of Directors of the Company. 

 

During the year ended April 30, 2012, the Company issued 500,000 shares of Series B convertible preferred stock in 

the acquisition of Long Canyon.  The Series B convertible preferred shares are convertible into ten common voting 

shares and carry no voting rights. 

 

8. Contingencies and Commitments 

 

(a) Litigation 

From time to time, the Company may become involved in various lawsuits and legal proceedings, which arise in the 

ordinary course of business.  However, litigation is subject to inherent uncertainties, and an adverse result in these or 

other matters may arise from time to time that may harm the Company.  The Company is currently not aware of any 

such legal proceedings or claims that the Company believes will have, individually or in the aggregate, a material 

adverse effect on its business, financial condition or operating results. 
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(b) Indemnities and Guarantees 

 

During the normal course of business, the Company has made certain indemnities and guarantees under which it 

may be required to make payments in relation to certain transactions.  The Company indemnifies its directors, 

officers, employees and agents to the maximum extent permitted under the laws of the State of Nevada.  These 

indemnities include certain agreements with the Company's officers under which the Company may be required to 

indemnify such person for liabilities arising out of their employment relationship.  The duration of these indemnities 

and guarantees varies and, in certain cases, is indefinite.  The majority of these indemnities and guarantees do not 

provide for any limitation of the maximum potential future payments the Company could be obligated to make. 

Historically, the Company has not been obligated to make significant payments for these obligations and no 

liabilities have been recorded for these indemnities and guarantees in the accompanying consolidated balance sheets. 

 

(c) Commitments 

 

The Company has the following commitments as of October 31, 2015: 

 

a)   Administration Agreement with EMAC Handels AG, signed on April 20, 2011, for a six-year term and 

renewed effective May 1, 2014.  From May 2011 to April 2013, the Company paid EMAC a monthly 

fee of $3,500 for administration services, office rent of $250, and office supplies of $125.  Commencing 

May 1, 2013, the monthly fee for administrative services increased to $5,000. Extraordinary expenses 

are invoiced by EMAC on a quarterly basis.  The fee may be paid in cash and/or with common stock. 

 

b)   Service Agreement with Stephen M. Studdert, President of Long Canyon, for administration fees of 

$2,500 per month, signed on December 6, 2012. The fees may be paid in cash and/or with common 

stock. 

 

c)   In order to maintain the Company's claims and/or leases, the Company must make annual payments to 

the Bureau of Land Management ("BLM") and the State of Nevada, due in September of each 

year.  Payment to the BLM is currently $195 per claim and the State of Nevada is currently $40 per 

claim. 

  

9. Recent Accounting Pronouncements 

 

There were no new accounting pronouncements issued during the six months ended October 31, 2015 and through 

the date of filing this quarterly report that the Company believes would be applicable to or have a material impact on 

the Company's consolidated financial statements. 

 

10. Supplemental Statement of Cash Flows Information 

 

During the six months ended October 31, 2015 and 2014, the Company paid $67,514 and $0 for interest. 

 

During the six months ended October 31, 2015 and 2014, the Company paid no amounts for income taxes. 

 

During the six months ended October 31, 2015, the Company had the following non-cash investing and financing 

activities: 

 

Increased common stock by $18, increased additional paid-in capital by $33,969, decreased convertible notes 

payable by $10,014, decreased debt discount by $2,594 and decreased derivative liability by $24,051. 

 

Decreased debt discount by $10,723 and derivative liability by $146,533. 
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During the six months ended October 31, 2014, the Company had the following non-cash investing and financing 

activities: 

 

Increased common stock by $239, increased additional paid-in capital by $174,761 and decreased payables – related 

parties by $175,000. 

 

Increased common stock by $211, increased additional paid-in capital by $180,497, decreased accrued interest 

payable – related parties by $49,708 and decreased convertible notes payable – related parties by $131,000. 

 

Increased common stock by $187, increased additional paid-in capital by $186,380, decreased accrued interest 

payable by $2,406 and decreased convertible notes payable by $158,168. 

 

11. Acquisitions 

 

Defense Technology Corporation 

 

On October 5, 2015, the Company entered into an agreement to acquire 100% of Defense Technology Corporation, 

a privately held Colorado company with principal offices in New Port Richey, Florida ("DTC"). DTC is the 

developer of defense, detection and protection products to improve security for military personnel and schools and 

other public facilities. Following completion of the acquisition, DTC will become a wholly owned subsidiary of the 

Company. 

 

In consideration for the acquisition, the Company will issue 4,000,000 shares of its common stock to the sole 

shareholder of DTC and certain of its note holders.  Additionally, DTC will be able to earn certain additional 

Company preferred shares, Series "B" Convertible ("Series "B" Shares"), upon attaining certain milestone gross 

sales. The closing of the acquisition was scheduled on or before November 30, 2015 but has been extended (see 

Note 12).  Following the closing, Canyon Gold will use its reasonable best efforts to effectuate a spin-off of its 

present subsidiary, Long Canyon Gold Resources Corp., on terms to be determined. 

 

Vaportech 

 

On June 6, 2015, the Company entered into an agreement to acquire 90% of Vaportech3d LLC, a privately held 

Nevada limited liability company, formerly known as EMAC Holdings, LLC, a related party, ("Vaportech"), owner 

of the Cedar Leaf Oil Vapor Technology.  Based on the due diligence performed, on September 8, 2015, the parties 

entered into an agreement to cancel the acquisition. 

 

12. Subsequent Events 

 

In accordance with ASC 855, Subsequent Events, the Company has evaluated subsequent events to determine events 

occurring after October 31, 2015 that would have a material impact on the Company's financial results or require 

disclosure. 

 

On November 28, 2015, the Company entered into an amendment to the agreement to acquire DTC (Note 11) to 

extend the closing date to on or before December 31, 2015. 

 

Pursuant to a Securities Purchase Agreement dated November 24, 2015, the Company received proceeds of $47,500 

from a convertible promissory note with a principal of $55,500.  The note bears interest at 8% per annum, matures in 

nine months, and is convertible into common shares of the Company upon the terms and subject to the limitations 

and conditions set forth in the agreement. 

 

On December 4, 2015, the Company issued 200,000 shares of its common stock, valued at $0.50 per share, to a new 

member of its board of directors. 
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Item 2.   Management's Discussion and Analysis of Financial Condition and Results of Operations 

 

Overview 

The following information should be read in conjunction with the condensed consolidated financial statements 

and notes thereto appearing elsewhere in this Form 10-Q. 
 

Canyon Gold Corp. ("Canyon Gold" or the "Company") was incorporated in the State of Delaware on May 27, 

1998.  Canyon Gold presently holds mining claims and leases located in the State of Nevada. 
 

In July 2011, we acquired 100% of the outstanding capital stock of Long Canyon Gold Resources Corp. of 

North Vancouver BC, Canada ("Long Canyon"), whereby Long Canyon became our wholly owned subsidiary.  The 

acquisition of Long Canyon was accounted for as a reverse acquisition and recapitalization, with Canyon Gold being 

the legal acquirer and Long Canyon being the accounting acquirer. 
 

Canyon Gold and Long Canyon own and control a 100% interest in approximately 640 acres of mineral lease 

properties and/or approximately 30 BLM mineral lease claims, situated in the west section of the new Long Canyon 

Gold Trend area of east central Nevada.  The properties, located in Range Section 35, T 34N R63, Meridian 

MDB&M, are held for the purpose of exploration for gold and silver mineralization deposits and are located near 

existing exploration projects by other mining companies. 
 

We have engaged the services of Development Resources LLC of American Fork, Utah ("DRLLC") to conduct 

preliminary studies of claims.  We intend to conduct exploration activities for gold, silver and other minerals on the 

properties in phases as funding permits.  There can be no assurance that a commercially viable mineral deposit exists 

on our property.  Extensive exploration will be required before we can make a final evaluation as to the economic 

and legal feasibility of any potential deposit. 
 

On October 5, 2015, we entered into an agreement to acquire 100% of Defense Technology Corporation, a 

privately held Colorado company with principal offices in New Port Richey, Florida ("DTC"). DTC is the developer 

of defense, detection and protection products to improve security for military personnel and schools and other public 

facilities. Following completion of the acquisition, DTC will become a wholly owned subsidiary of the 

Company.  The closing of the acquisition was scheduled on or before November 30, 2015, but has been extended to 

on or before December 31, 2015. 
 

Our principal executive office is located at 4730 South Fort Apache Road, Suite 300, Las Vegas, Nevada 

89147, telephone 1-(800) 520-9485.  Additional office space is subleased from EMAC at 641 West 3rd Street, North 

Vancouver BC, Canada.  The office of DRLLC that is responsible for management of exploration program is located 

at 125 East Main Street # 307, American Fork, Utah 84003. 
 

Our website address is http://www.canyongoldexploration.com 

Information on or accessed through our website is not incorporated into this Quarterly Report on Form 10-Q 

and is not a part of this Form 10-Q. 

 

Industry Segments 
 

Currently, we consider our operations to be conducted in one industry segment, the exploration and 

development of mineral lease claims. 

 

Forward Looking and Cautionary Statements 
 

This report contains forward-looking statements relating to future events or our future financial performance.  In 

some cases, you can identify forward-looking statements by terminology such as "may," "will," "should," "expect," 

"intend," "plan," "anticipate," "believe," "estimate," "predict," "potential," "continue," or similar terms, variations of 

such terms or the negative of such terms.  These statements are only predictions and involve known and unknown 

risks, uncertainties and other factors.  Although forward-looking statements, and any assumptions upon which they 

are based, are made in good faith and reflect our current judgment, actual results could differ materially from those 

anticipated in such statements.  Except as required by applicable law, including the securities laws of the United 

States, we do not intend to update any of the forward-looking statements to conform these statements to actual 

results. 
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Going Concern 

 

Our condensed consolidated financial statements have been prepared in accordance with accounting principles 

generally accepted in the United States of America applicable to a going concern.  Through October 31, 2015, the 

Company has no revenues, has accumulated losses of $1,987,714 since inception on June 19, 2008 and a working 

capital deficit of $1,035,750 and expects to incur further losses in the development of its business, all of which cast 

substantial doubt about the Company's ability to continue as a going concern.  Management plans to continue to 

provide for the Company's capital needs during the year ending April 30, 2016 by issuing debt and equity securities 

and by the continued support of its related parties.  The condensed consolidated financial statements do not include 

any adjustments relating to the recoverability and classification of recorded asset amounts or amounts and 

classification of liabilities that might be necessary should the Company be unable to continue in existence.  There is 

no assurance that funding will be available to continue the Company's business operations. 

 

Results of Operations 

 

We currently have no sources of operating revenues. Accordingly, no revenues were recorded for the three and 

six months ended October 31, 2015 and 2014. 

 

Our total operating expenses decreased to $47,415 in the three months ended October 31, 2015 from $60,800 in 

the three months ended October 31, 2014, and decreased to $120,536 in the six months ended October 31, 2015 

from $145,485 in the six months ended October 31, 2014.  The decrease was due primarily to a decrease in directors' 

fees and decreases in most other operating expenses. 

 

Our interest expense increased to $62,006 in the three months ended October 31, 2015 from $16,094 in the 

three months ended October 31, 2014, and increased to $90,420 in the six months ended October 31, 2015 from 

$39,644 in the six months ended October 31, 2014.  The increase in interest expense is due primarily to new interest-

bearing debt issued to institutional investors, related extension and early payment penalties, and to the amortization 

of debt discount to interest expense in the current year.  A substantial portion of our interest expense is incurred to 

related parties. 

 

We recognized a loss on derivative liability of $70,567 in the three months ended October 31, 2015 and a loss 

on derivative liability of $924 in the three months ended October 31, 2015.  We recognized a loss on derivative 

liability of $144,941 in the six months ended October 31, 2015 and a gain on derivative liability of $15,046 in the 

six months ended October 31, 2014.  We estimate the fair value of the derivative for the conversion feature of our 

convertible notes payable using the Black-Scholes pricing model at the inception of the debt, at the date of 

conversions to equity, cash payments and at each reporting date, recording a derivative liability, debt discount and a 

gain or loss on change in derivative liability as applicable.  These estimates are based on multiple inputs, including 

the market price of our stock, interest rates, our stock price volatility, and variable conversion prices based on 

market prices as defined in the respective loan agreements.  These inputs are subject to significant changes from 

period to period; therefore, the estimated fair value of the derivative liability will fluctuate from period to period and 

the fluctuation may be material. 

 

We recognized a gain on extinguishment of debt of $92,712 in the three months ended October 31, 2015 and a 

loss on extinguishment of debt of $3,824 in the three months ended October 31, 2014.  We recognized a gain on 

extinguishment of debt of $155,459 in the six months ended October 31, 2015 and a loss on extinguishment of debt 

of $1,408 in the six months ended October 31, 2014.   The gain on extinguishment of debt in the current year 

resulted primarily as a result of the elimination of derivative liabilities upon debt extinguishment. 
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As a result, our net loss increased to $87,276 in the three months ended October 31, 2015 from $81,642 in the 

three months ended October 31, 2014, and increased to $200,438 in the six months ended October 31, 2015 from 

$171,491 in the six months ended October 31, 2014. 

 

We have no firm commitments for capital expenditures other than to explore our properties as funds permit.  In 

the process of carrying out our business plan, we may determine that we cannot raise sufficient capital to support our 

business on acceptable terms, or at all. 

 

Liquidity and Capital Resources 

 

At October 31, 2015, we had total current assets of $11,500, no cash and total current liabilities of $1,047,250, 

resulting in a working capital deficiency of $1,035,750.  A significant portion of our current liabilities is comprised 

of amounts due to related parties: accrued interest payable – related parties of $14,494; convertible notes payable – 

related parties of $57,050; notes payable – related parties of $79,656; and payables – related parties of 

$560,557.  We anticipate that in the short-term, operating funds will continue to be provided by related parties and 

other lenders. 

 

At October 31, 2015, we had total convertible notes payable, net of discount, of $175,650.  We anticipate 

converting these notes payable into shares of our common stock; however, there can be no assurance that we will be 

successful in accomplishing this. 

 

As discussed in the notes to our consolidated financial statements, there is currently a limited market value for 

our common stock.  Accordingly, no beneficial conversion feature or derivative liabilities, except for the conversion 

feature of the convertible promissory notes with the institutional investors, are determinable or have been recognized 

related to our convertible notes payable.  These convertible features will be evaluated in subsequent periods for fair 

value determination. 

 

Pursuant to a Securities Purchase Agreement dated November 24, 2015, we received proceeds of $53,500 from 

a convertible promissory note with a principal of $55,500.  The note bears interest at 8% per annum, matures in nine 

months, and is convertible into common shares of the Company upon the terms and subject to the limitations and 

conditions set forth in the agreement. 

 

During the six months ended October 31, 2015, net cash provided by operating activities was $43,803, as a 

result of our net loss of $200,438, gain on extinguishment of debt of $155,459, increase in prepaid expenses of 

$5,642 and decrease in accrued interest payable of $1,169, offset by non-cash expenses totaling $162,651 and 

increases in accounts payable of $49,130, accrued interest payable – related parties of $3,351, and payables – related 

parties of $191,379. 

 

During the six months ended October 31, 2014, net cash used in operating activities was $14,896, as a result of 

our net loss of $171,491, gain on derivative liability of $15,046, and increase in prepaid expenses of $7,115, 

partially offset by non-cash expenses totaling $27,824, and increases in accounts payable of $56,595, accrued 

interest payable of $1,814, accrued interest payable – related parties of $7,000, and payables – related parties of 

$85,523. 

 

During the six months ended October 31, 2015 and 2014, we had no cash provided by or used in investing 

activities. 

 

During the six months ended October 31, 2015, net cash used in financing activities was $43,986, comprised of 

repayment of convertible notes payable.  During the six months ended October 31, 2014, net cash provided by 

financing activities was $14,500, comprised of proceeds from convertible notes payable. 

 

We have not realized any revenues since inception and paid expenses and costs with proceeds from the issuance 

of securities as well as by loans from directors and other stockholders. 
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We believe a related party and one of our lenders will provide sufficient funds to carry on general operations in 

the near term.  We expect that we will need to raise additional funds, most likely from the sale of securities or from 

stockholder loans, to be able to complete our exploration program.  We may not be successful in our efforts to 

obtain equity financing to carry out our business plan and there is doubt regarding our ability to complete our 

planned exploration program. 

 

As of October 31, 2015, we did not have sufficient cash to fund our operations for the next twelve months. 

 

Inflation 

 

In the opinion of management, inflation has not and will not have a material effect on our operations until such 

time as we successfully complete an acquisition or merger.  At that time, management will evaluate the possible 

effects of inflation related to our business and operations following a successful acquisition or merger. 

 

Critical Accounting Policies 

 

Exploration Costs 

 

All sampling, metallurgical, engineering, contractor costs, and efforts to obtain mineral rights have been 

charged to expense as incurred. 

 

Use of Estimates 

 

The preparation of financial statements in conformity with accounting principles generally accepted in the 

United States of America requires management to make estimates and assumptions that affect the reported amounts 

of assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses 

during the reporting period. Actual results could differ from those estimates. 

 

Basic and Diluted Loss per Common Share 

 

Basic loss per share is calculated by dividing the Company's net loss applicable to common shareholders by the 

weighted average number of common shares during the period. Diluted earnings per share is calculated by dividing 

the Company's net loss available to common shareholders by the diluted weighted average number of shares 

outstanding during the year. The diluted weighted average number of shares outstanding is the basic weighted 

number of shares adjusted for any potentially dilutive debt or equity.  There are no such common stock equivalents 

outstanding for the three and six months ended October 31, 2015 and 2014. 

 

Non-Monetary Transactions 

 

All issuances of our common stock for non-cash consideration have been assigned a dollar amount equaling 

either the market value of the shares issued or the value of consideration received whichever is more readily 

determinable.  The majority of the non-cash consideration received pertains to services rendered by consultants and 

others and has been valued at the market value of the shares issued. 

 

Our accounting policy for equity instruments issued to consultants and vendors in exchange for goods and 

services follows the provisions of ASC 505, Equity Based Payments to Non Employees, where the equity 

instruments are accounted for based on the fair value of the consideration received or the fair value of the equity 

instruments issued, whichever is more reliably measurable.  The measurement date for the fair value of the equity 

instruments issued is determined at the earlier of (i) the date at which a commitment for performance by the 

consultant or vendor is reached or (ii) the date at which the consultant or vendor's performance is complete. 

 

In the case of equity instruments issued to consultants, the fair value of the equity instrument is recognized over 

the term of the consulting agreement. 
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Comprehensive Loss 

 

We have no component of other comprehensive income.  Accordingly, net loss equals comprehensive loss for 

the three and six months ended October 31, 2015 and 2014. 

 

Cash and Cash Equivalents 

 

For purposes of the statement of cash flows, we consider all highly liquid instruments purchased with a maturity 

of three months or less to be cash equivalents to the extent the funds are not being held for investment purposes. 

 

Income Taxes 

 

We provide for income taxes under ASC 740, Accounting for Income Taxes. ASC 740 requires the use of an 

asset and liability approach in accounting for income taxes.  Deferred tax assets and liabilities are recorded based on 

the differences between the financial statement and tax bases of assets and liabilities and the tax rates in effect when 

these differences are expected to reverse.  Our predecessor operated as entity exempt from federal and state income 

taxes. 

 

ASC 740 requires the reduction of deferred tax assets by a valuation allowance if, based on the weight of 

available evidence, it is more likely than not that some or all of the deferred tax assets will not be realized. 

 

Impairment of Long-Lived Assets 

 

We continually monitor events and changes in circumstances that could indicate carrying amounts of long-lived 

assets may not be recoverable. When such events or changes in circumstances are present, we assess the 

recoverability of long-lived assets by determining whether the carrying value of such assets will be recovered 

through undiscounted expected future cash flows.  If the total of the future cash flows is less than the carrying 

amount of those assets, we recognize an impairment loss based on the excess of the carrying amount over the fair 

value of the assets.  Assets to be disposed of are reported at the lower of the carrying amount or the fair value less 

costs to sell. 

 

Accounting Basis 

 

Our condensed consolidated financial statements are prepared using the accrual method of accounting and 

accounting principles generally accepted in the United States of America.  We have adopted an April 30 fiscal year 

end. 

 

Revenue Recognition 

 

Revenues from the sale of products will be recorded when the product is shipped, title and risk of loss have 

transferred to the purchaser, payment terms are fixed or determinable and payment is reasonably assured.  Revenues 

from service contracts will be recognized when performance of the service is complete or over the term of the 

contract. 

 

Recent Accounting Pronouncements 

 

See the notes to our condensed consolidated financial statements for a discussion of recently issued accounting 

pronouncements that we have either implemented or that may have a material future impact on our financial position 

or results of operations. 
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Off-Balance Sheet Arrangements 

 

We have no off-balance sheet arrangements that have or are reasonably likely to have a current or future effect 

on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, 

capital expenditures or capital resources that is material to stockholders. 

  

Item 3.    Quantitative and Qualitative Disclosures About Market Risk. 

 

This item is not required for a smaller reporting company. 

 

Item 4.     Controls and Procedures. 

 

Evaluation of Disclosure Controls and Procedures.  As of the end of the period covered by this report, we 

conducted an evaluation, under the supervision and with the participation of our management including our principal 

executive officer and principal financial officer, of the effectiveness of the design and operation of our disclosure 

controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934) 

("Exchange Act").  Based on this evaluation, the principal executive officer and principal financial officer concluded 

that, as of the end of the period covered by this report, our disclosure controls and procedures were effective in 

ensuring that information required to be disclosed by us in the reports that we file or submit under the Exchange Act 

is recorded, processed, summarized and reported within the time periods specified in applicable rules and forms and 

that such information is accumulated and communicated to our management, including our principal executive 

officer and principal financial officer, in a manner that allows timely decisions regarding required disclosures. 

 

Changes in Internal Control over Financial Reporting.  There was no change in our internal control over 

financial reporting (as defined in Rule 13a-15(f) under the Exchange Act) during our most recently completed fiscal 

quarter that has materially affected, or is reasonably likely to materially affect, our internal control over financial 

reporting. 

 

PART II — OTHER INFORMATION 

 

Item 1.     Legal Proceedings 

 

There are no material pending legal proceedings to which we are a party or to which any of our property is 

subject and, to the best of our knowledge, no such actions against us are contemplated or threatened. 

 

Item 1A.   Risk Factors 

 

This item is not required for a smaller reporting company. 

 

Item 2.    Unregistered Sales of Equity Securities and Use of Proceeds 

 

During the three months ended October 31, 2015, the Company did not issue any unregistered shares of its 

common stock. 

 

Item 3.     Defaults Upon Senior Securities 

 

This item is not applicable. 

 

Item 4.      Mine Safety Disclosure 

This item is not applicable. 
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Item 5.    Other Information 

  

Not applicable 

 

Item 6.     Exhibits 

 

The following exhibits are filed as part of this report: 

 

Exhibit No. Description of Exhibit                                                                                                                                                             

    

31.1 Section 302 Certification of Chief Executive Officer and Chief Financial Officer 

    

32.1 Section 1350 Certification of Chief Executive Officer and Chief Financial Officer 

    

101 INS* XBRL Instance Document 

    

101SCH* XBRL Taxonomy Extension Schema 

    

101 CAL* XBRL Taxonomy Extension Calculation Linkbase 

    

101 DEF* XBRL Taxonomy Extension Definition Linkbase 

    

101 LAB* XBRL Taxonomy Extension Label Linkbase 

    

101 PRE* XBRL Taxonomy Extension Presentation Linkbase 

  

* The XBRL related information in Exhibit 101 shall not be deemed "filed" for purposes of Section 18 of the 

Securities Exchange Act of 1934, as amended, or otherwise subject to liability of that section and shall not be 

incorporated by reference into any filing or other document pursuant to the Securities Exchange Act of 1933, as 

amended, except as shall be expressly set forth by specific reference in such filing or document. 
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SIGNATURES 

 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report 

to be signed on its behalf by the undersigned, thereunto duly authorized. 

 

 

  CANYON GOLD CORP. 

    

Date: December 15, 2015 By: /S/  STEPHEN M. STUDDERT 

  Stephen M. Studdert 

  Chief Executive Officer 

  Acting Chief Financial Officer 
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 Exhibit 31.1 
CERTIFICATION PURSUANT TO  

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 
 
 I, Stephen M. Studdert, certify that: 
 
 1. I have reviewed this quarterly report on Form 10-Q of CANYON GOLD CORP.;  
 
 2. Based on my knowledge, this report does not contain any untrue statement of a material fact or 
omit to state a material fact necessary to make the statements made, in light of the circumstances 
under which such statements were made, not misleading with respect to the period covered by this 
report; 
 
 3. Based on my knowledge, the financial statements, and other financial information included in 
this report, fairly present in all material respects the financial condition, results of operations and cash 
flows of the registrant as of, and for, the periods presented in this report; 
 
 4. The registrant's other certifying officer and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and 
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for 
the registrant and have: 
 

a. Designed such disclosure controls and procedures, or caused such disclosure controls and  
procedures to be designed under our supervision, to ensure that material information 
relating to the registrant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being 
prepared; 

 
  b. Designed such internal control over financial reporting, or caused such internal control over 

financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted accounting principles; 

 
  c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and 

presented in this report our conclusions about the effectiveness of the disclosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 
 

  d. Disclosed in this report any change in the registrant's internal control over financial 
reporting that occurred during the registrant's most recent fiscal quarter (the registrant's 
fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the registrant's internal control over financial 
reporting; and 

 
 5. The registrant's other certifying officer and I have disclosed, based on our most recent 
evaluation of internal control over financial reporting, to the registrant's auditors and the audit 
committee of the registrant's board of directors (or persons performing the equivalent functions): 
 
  a. All significant deficiencies and material weaknesses in the design or operation of internal 

control over financial reporting which are reasonably likely to adversely affect the 
registrant's ability to record, process, summarize and report financial information; and 

 
  b. Any fraud, whether or not material, that involves management or other employees who 

have a significant role in the registrant's internal control over financial reporting. 
 
Date: December 15, 2015 
 
/S/  STEPHEN M. STUDDERT 
 
Stephen M. Studdert 
Chief Executive Officer  
Acting Chief Financial Officer 
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 Exhibit 32.1 
 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

 
 In connection with the Quarterly Report of CANYON GOLD CORP. (the “Company”) on Form 10-Q for 
the period ending October 31, 2015, as filed with the Securities and Exchange Commission on the date 
hereof (the “Report”), I, Stephen M. Studdert, Chief Executive Officer and Acting Chief Financial Officer 
of the Company, certify, pursuant to 18 U.S.C. Sec. 1350, as adopted pursuant to Sec. 906 of the 
Sarbanes-Oxley Act of 2002, that: 
 

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934; and 

 
(2)  The information contained in the Report fairly presents, in all material respects, the financial 
condition and result of operations of the Company. 

 
 
/S/  STEPHEN M. STUDDERT 
 
Stephen M. Studdert 
Chief Executive Officer 
Acting Chief Financial Officer 
 
December 15, 2015 
 
 
 
 
A signed original of this written statement required by Section 906, or other document authenticating, 
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic 
version of this written statement has been provided to the Company and will be retained by the 
Company and furnished to the Securities and Exchange Commission or its staff upon request. The 
foregoing certifications are accompanying the Company's Form 10-Q solely pursuant to section 906 of 
the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United 
States Code) and is not being filed as part of the Form 10-Q or as a separate disclosure document. 
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