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CIC ENERGY CORP.  

Consolidated Interim Financial Statements 
expressed in Canadian Dollars 

for the three and six months ended May 31, 2006 
unaudited and prepared by management.                     

These unaudited financial statements of CIC Energy Corp. ( the Company ) have not been 
reviewed by the auditors of the Company.  This notice is being provided in accordance with 
section 4.3(3)(a) of National Instrument 51-102 Continuous Disclosure Obligations. 
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CIC Energy Corp. 
Consolidated Balance Sheets 
Expressed in Canadian Dollars    

May 31, November 30,   
2006

 
2005

   
(Unaudited)

 
(Audited)

 

 Assets  Note   
 Current assets:    
     Cash and cash equivalents   $ 59,298,271  $ 5,547,954 
     Other receivables        372,415       43,905 
     Prepayments        405,337

 

                 

   

60,076,023 5,591,859 
 Non-current assets     
     Property and equipment  4 87,772 5,190 
     Exploration properties  5    14,598,681

 

   3,736,109

   

$ 74,762,476

 

$ 9,333,158

      

Liabilities and shareholders equity    
 Current liabilities    
     Accounts payable and accrued liabilities  6 $  1,231,129 $  1,551,994     

 Shareholders' equity  7    73,531,347

  

  7,781,164

   

$ 74,762,476

 

$ 9,333,158

     

 Commitments  9,12   
 Subsequent events 13          

See accompanying notes to the consolidated financial statements.  
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CIC Energy Corp. 
Unaudited, Consolidated Statements of Operations and Deficit 
Expressed in Canadian Dollars  

Three months 
ended 

Six months 
ended   

May 31, May 31,  
Note 2006

 
2006

 
 Other income and expenses     
Interest received  $       6,234 $      18,397  
(Loss) / profit on foreign exchange       (12,301)

 

      109,347

  

       (6,067)

 

      127,744

 

 Corporate and exploration expenses    
 Administrative costs  (734,053) (1,674,043) 
 Listing expenses (103,134) (103,134) 
 Exploration and project evaluation  (25,433) (25,433) 
 Depreciation        (2,411)

  

        (2,792)

  

   (865,031)

  

 (1,805,402)

       

 Net loss from continuing operations before 
 income taxes  (871,098) (1,677,658) 
 Income taxes 8                

   

                

 

 Net loss  $ (871,098)

 

$ (1,677,658)

    

 Basic and diluted loss per share 10 $ (0.04)

 

$ (0.08)

       

See accompanying notes to the consolidated financial statements.   
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CIC Energy Corp. 
Consolidated Statements of Retained Deficit 
Expressed in Canadian Dollars    

May 31, November 30,  
Note 2006

 
(Unaudited)

 
2005

 
(Audited)

 
Deficit, beginning of period $(1,296,596) $                

 

Net loss for the period       (1,677,658)      (701,984) 
Share issue costs    (3,279,491)

    

(594,612)

 

Deficit, end of period  7 $ (6,253,745)

 

$ (1,296,596)

          

See accompanying notes to the consolidated financial statements.  
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CIC Energy Corp. 
Unaudited, Consolidated Statements of Cash Flows 
Expressed in Canadian Dollars  

Three months 
ended 

Six months 
ended   

May 31, May 31,  
Note

 
2006

 
2006

 
 Cash derived from (applied to):    
 Operating Activities    
 Net loss from continued operations $  (871,098) $  (1,677,658) 
 Items not affecting cash:    
   Depreciation 2,411 2,792 
   Foreign exchange 12,301 (109,347) 
   Net operating working capital changes  11 (3,750,197)

  

 (1,054,712)

     

(4,606,583)

  

 (2,838,925)

 

 Investing Activities    
 Property and equipment  (39,820) (85,374) 
 Exploration properties     (3,956,896)

 

   (8,458,093)

  

   (3,996,716)

 

   (8,543,467)

 

 Financing Activities    
 Common shares issued 53,705,649

 

65,132,709

    

 Increase in cash during the  
 period  45,102,350 53,750,317 
 Cash, beginning of  period     14,195,921

   

   5,547,954

 

 Cash, end of period  $ 59,298,271

 

$ 59,298,271

   

See accompanying notes to the consolidated financial statements.              
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For the three and six month periods ended May 31, 2006. 
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1.   NATURE OF OPERATIONS 

Coal Investment Corp. was incorporated on 
March 10, 2005 under the International 
Business Companies Act in the Territory of The 
British Virgin Islands to engage in the 
acquisition, exploration, development and 
operation of coal properties in Botswana.  

CIC Energy Corp. (the Company or CIC ) was 
established pursuant to the merger of Coal 
Investment Corp. and Consolidated Ophir 
Ventures Inc. ( Ophir ), effective March 14, 
2006.  CIC was incorporated under the 
International Business Companies Act in the 
Territory of the British Virgin Islands and listed 
on the Toronto Stock Exchange on March 23, 
2006.  

These consolidated financial statements for the 
six months ended May 31, 2006 comprise CIC 
and its wholly-owned subsidiaries, Meepong 
Resources (Proprietary) Limited  ( MRPL ) and 
Coal Investment Corp Services (Pty) Ltd, 
(together, the Company ).  

2.  SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 

(a) Basis of presentation 
The consolidated financial statements are 
prepared in accordance with accounting 
principles generally accepted in Canada.  

(b) Principles of consolidation 
These financial statements consolidate the 
financial statements of all controlled companies. 
Inter-company transactions and balances have 
been eliminated in consolidation.   

(c) Translation of foreign currencies 
The Company s exploration subsidiaries are 
accounted for as integrated foreign operations 
and are translated into Canadian dollars using 
the temporal method. Monetary assets and 
liabilities denominated in foreign currencies are 
translated into Canadian dollars at the year-end 
exchange rates, while non-monetary items are 
translated at the exchange rate in effect at the 
transaction date. Income and expense items are 
translated at the exchange rates in effect on the 
date of the transaction. Exchange gains and 
losses resulting from the translation of these 
amounts are included in the consolidated 
statements of operations.  

(d) Property and equipment 
Property and equipment are stated at cost and 
depreciated on a straight-line basis over five 
years.  

(e) Exploration properties 
The Company considers its exploration costs to 
have the characteristics of plant and equipment. 
As such, the Company capitalizes all exploration 
costs that result in the acquisition and retention 
of resource properties or an interest therein. The 
amounts shown for exploration properties 
represents costs to date and do not necessarily 
reflect present or future values. If the properties 
are sold, allowed to lapse or are no longer of 
interest, accumulated costs are written down. 
Once a project reaches commercial production, 
the exploration costs are amortized over the 
estimated useful life of the producing properties.  

The recoverability of the carrying values of the 
properties is dependent on the ability of CIC to 
obtain the necessary financing and permits to 
continue exploration, the establishment of 
economically recoverable reserves, future 
profitable production and/or proceeds from the 
disposition thereof.  

(f) Income taxes 
The Company accounts for income taxes using 
the asset and liability method. Under the asset 
and liability method, future tax assets and 
liabilities are recognized for future tax 
consequences attributable to differences 
between the financial statement carrying 
amounts and the tax bases of existing assets 
and liabilities.  

Future tax assets and liabilities are measured 
using tax rates enacted or substantially enacted 
and expected to apply to taxable income in the 
years in which those temporary differences are 
expected to be recovered or settled. The effect 
on future tax assets and liabilities of a change in 
tax rates is recognized in income in the year that 
includes the enactment or substantive 
enactment date.  

A valuation allowance is provided to reduce 
future tax assets to the amount that is more 
likely than not to be recovered.  

(g) Use of estimates 
The preparation of financial statements in 
conformity with generally accepted accounting 
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principles requires management to make 
estimates and assumptions that affect the 
reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at 
the dates of the consolidated financial 
statements and the reported amounts of 
revenues and expenses during the years. 
Significant items subject to such estimates and 
assumptions include the carrying amount of 
property and equipment, exploration properties, 
valuation allowances of receivables and stock-
based compensation. Actual results could differ 
from those estimates.  

(h) (Loss) / earnings per share 
Basic (loss) / earnings per share ( EPS ) are 
calculated by dividing net (loss) / income by the 
weighted average number of shares outstanding 
during the year. Diluted EPS data is calculated 
using the treasury stock method. The calculation 
of diluted (loss) / earnings per share assumes 
that options and warrants with an exercise price 
lower than the average quoted market price 
were exercised at the later of the beginning of 
the period or time of issue. In applying the 
treasury stock method, options with an exercise 
price greater than the average quoted market 
price of the common shares are not included in 
the calculation of diluted earnings per share, as 
the effect is anti-dilutive.   

(i) Cash 
Cash includes those short-term money market 
instruments which, on acquisition, have a 
remaining term to maturity at acquisition of three 
months or less.  

(j) Impairment of long-lived assets 
Long-lived assets, including property and 
equipment and exploration properties, are 
reviewed for impairment whenever events or 
changes in circumstances indicate that the 
carrying amount of an asset may not be 
recoverable. Recoverability of assets to be held 
and used is measured by a comparison of the 
carrying amount of an asset to estimated 
undiscounted cash future cash flows expected 
to be generated by the asset. If the carrying 
amount of an asset exceeds its estimated future 
cash flows, an impairment charge is recognized 
by the amount by which the carrying amount of 
the asset exceeds the fair value of the asset. 
Assets to be disposed of would be separately 
presented in the balance sheet and reported at 
the lower of the carrying amount or fair value 
less costs to sell, and are no longer depreciated. 

The assets and liabilities of disposed group 
classified as held for sale would be presented 
separately in the appropriate asset and liability 
sections of the balance sheet.  

(k) Stock-based compensation 
The Company has a stock-based compensation 
plan for agent options and compensation 
warrants, employees and property acquisition 
agreements, which is described in note 10. The 
Company accounts for all stock-based 
payments to non-employees, and employee 
awards that are direct awards of stock granted 
on or after March 1, 2004 under the fair value 
based method and accounts for all stock-based 
employee awards that call for settlement by the 
issuance of equity instruments under that 
method.  

Under the fair value based method, 
compensation cost for equity settled stock 
options and direct awards of stock is measured 
at fair value at the grant date, while 
compensation costs for awards that call for 
settlement in cash or other assets, or are stock 
appreciation rights that call for settlement in 
cash or other assets, or are stock appreciation 
rights that call for settlement by the issuance of 
equity instruments, is measured at the ultimate 
settlement amount. Compensation cost is 
recognised in earnings on a straight-line basis 
over the relevant vesting period. The 
counterpart is recognized in contributed surplus. 
Upon exercise of a stock option, share capital is 
recorded at the sum of the proceeds received 
and the related amount of contributed surplus.  

(l) Environmental rehabilitation 
Provision for environmental rehabilitation is 
provided as exploration work is conducted. 
Estimates are based on managements 
estimates of costs to restore the exploration site 
to comply with the respective country s 
environmental legislation. Estimates are based 
on undiscounted future cash flows.  

3.   FAIR VALUE OF FINANCIAL ASSETS 
AND LIABILITIES 

(i) Fair values 
The fair values of the Company s cash and cash 
equivalents, other receivables, other current 
assets, accounts payable and accrued liabilities 
approximate their carrying values due to the 
relatively short-term nature of these amounts.   
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(ii) Foreign exchange risk 
The Company carries out a significant portion of 
its transactions in currencies other than its 
reporting currency. No hedging instruments are 
used as uncertainty exists as to the exact 
settlement dates of these transactions. Cash is 
held in the currency of the expected payment to 
reduce risks related to short-term fluctuations in 
foreign currencies.  

(iii) Interest rate risk 
The Company is not exposed to significant 
interest rate risk as borrowings are interest free.   

(iv) Credit risk 
The Company s financial instruments do not 
represent a concentration of credit risk, as the 
Company deals with a number of reputable 
banks. Credit risk related to accounts receivable 
is not significant.      

4.   PROPERTY AND EQUIPMENT   

May  
31, 2006 

(Unaudited)  

November 
30, 2005 
(Audited)   

Cost 
Accumulated 
depreciation 

Net book 
value  

Net book 
value 

Office equipment and furniture $ 90,760

 

$  2,988

  

$ 87,772

   

$ 5,190

    

5.   EXPLORATION PROPERTIES    

November 

 

30, 2005 

(Audited)  

Additions  
May 

31, 2006 

(Unaudited)

  

Mmamabula 

 

$ 3,736,109

  

$ 10,862,572

  

$ 14,598,681

  

Mmamabula - Botswana  

CIC is engaged in the exploration, development and operation of two coal properties (Mmamabula East 
and Mmamabula South) located in the Mmamabula coalfield in south-eastern Botswana.  The properties 
are held by CIC s wholly-owned Botswana subsidiary, Meepong Resources (Pty) Limited.  



NOTES TO THE UNAUDITED, CONSOLIDATED FINANCIAL STATEMENTS 
For the three and six month periods ended May 31, 2006. 

Page 9 of 13   

6.   ACCOUNTS PAYABLE AND ACCRUED 
LIABILITIES  

Accounts payable and accrued liabilities are 
comprised as follows:  

May  
31, 2006 

(Unaudited)

 
November  
30, 2005 
(Audited)

    

Trade creditors $ 1,220,402 $ 1,547,052 

Taxation 4,497 4,942 
Provision for 
environmental 
rehabilitation             6,230

   

                 

  

$ 1,231,129

 

$ 1,551,994

   

7.   SHAREHOLDERS EQUITY 
Shareholders equity is comprised as follows:  

May  
31, 2006 

(Unaudited)

 

November 

 

30, 2005 
(Audited)

 

Capital stock (a) $ 79,785,092 $ 9,076,800 
Deficit  (6,253,745) (1,296,596) 
Cumulative  
translation 
adjustment                    

   

             960

  

$ 73,531,347

 

$ 7,781,164

  

(a)   Capital stock 

The authorized capital of the Company consists 
of an unlimited number of common shares 
without par value.   

Number

 

Amount

  

Issue of shares at 
inception 

  

15,000,000

   

$      18,300

 

Private placement 
July 19, 2005 

 

6,825,000

  

8,326,500

 

Private placement 
July 29, 2005 

 

600,000

  

732,000

 

Balance 
November 
30, 2005 

 

22,425,000

  

$ 9,076,800

  
Purchase the 
balance of 49% of 
MRPL on 
December 16, 2005 

    
5,606,250

     
2,295,132

 
Private placement 
February 13, 2006 

 

2,666,666

  

11,448,020

 

Private placement 
March 13, 2006 

 

7,652,200

  

52,800,180

 

Ophir Investments 

 

merger allocation 

 

1,001,405

   

Warrants exercised 1,975,000

 

3,980,068

 

Broker warrants 
exercised 

 

160,000

  

184,892

 

Balance May 
31, 2006 

 

41,486,521

  

$ 79,785,092

  

(b) Warrants 

(i)Agent options and compensation warrants  

Of the outstanding warrants, 322,625 entitle the 
holder to purchase one common share per 
warrant at the exercise price of US$1.00  
(CA$1.16) per share, expire on July 21, 2007 and 
are exercisable at any time.      

Warrants

 

Weighted 
average 

price

  

Issued -  
July 21, 2005 

  

482,625

   

$1.16 

Balance November 
30, 2005 

 

     482,625

  

$1.16 

Issued -  
March 13, 2006 

 

459,132

  

$6.90 

Exercised -  
April 11, 2006 

 

(160,000)

  

$1.16 

Balance May  
31, 2006 

 

     781,757

  

$4.53 

      



NOTES TO THE UNAUDITED, CONSOLIDATED FINANCIAL STATEMENTS 
For the three and six month periods ended May 31, 2006. 
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(ii) Warrants  

Warrants of 1,737,500 entitle the holder to 
purchase one common share per warrant at the 
exercise price of US$1.75 (CA$2.03) per share.  
These warrants expire 36 months after the first 
day of trading following the listing on the Toronto 
Stock Exchange.   Warrants of 1,333,333 entitle 
the holder to purchase one common share at 
C$6.90 until March 23, 2007.     

Warrants

 

Weighted 
average 

price

  

Issued -  
July 19, 2005 

  

3,412,500

   

$2.03 

Issued -  
July 29, 2005 

 

300,000

  

$2.03 

Balance November 
30, 2005 

 

3,712,500

  

$2.03 

 

Exercised 

 

(1,975,000)

  

$2.03 

Issued -  
February 13, 2006 

 

1,333,333

  

$6.90 

Balance May  
31, 2006 

 

3,070,833

  

$4.14 

 

Warrants are valued at the closing price of the 
share of the date of issue. 
As at May 31, 2006 warrants outstanding due to 
previous debentures as well as brokers' 
compensation warrants were as follows:  

Number of 
Common 

Shares Subject 
to Warrants

   

Exercise 
Price

    

Expiry Date

 

   
1,333,333  $6.90  23-Mar-2007 

   
459,132  $6.90  24-Mar-2007 

   
322,625  $1.16  21-Jul-2007 

   
  1,737,500

  

$2.03  23-Mar-2009  

  3,852,590

      
(c) Options  

The Company has a rolling ten percent stock 
option plan in terms of which stock options are 
issued to directors, officers, employees and key 
consultants from time to time. Options granted 
may be exercised during a period not exceeding 
five years, subject to earlier termination under 
various circumstances. The options are non-
transferable and vest immediately. The exercise 
price may not be less than the minimum price 
stipulated by applicable regulators.   

The stock options issued in the first quarter of 
2007 expire as follows:  

                                    Price 
Number of 

options  

April 17, 2014                 $6.90 

  

3,420,000

  

The fair value of options are included in 
contributed surplus.  

8.   INCOME TAXES  
(a)  The difference between the amount of the 
reported consolidated income tax provision and 
the amount computed by multiplying the 
consolidated earnings before income taxes at 
the Company s applicable Botswana (being the 
principal country in which the Company 
operates) tax rate of 15% (2005 

 

15%) is 
reconciled as follows:  

May  
31, 2006

 

May  
31, 2005

 

Income taxes 
computed using 
the Company s 
tax rate 

   

$(251,649) 

   

$             

 

Adjust for: 
Temporary 
differences 

   

  (251,649)

  

               

 

Income tax $               

 

$             

 

 (b)  The tax basis of the Company s Botswana 
assets converted at year-end exchange rates 
results in a temporary difference, whereby the 
translated tax base is different than the 
Company s carrying value for accounting 
purposes. The tax effect of this temporary 
difference has not been recognized as a 
deferred tax assets, as future taxable income is 
not certain due to the risks associated with 
exploration ventures. These losses do not have 
expiry dates.  
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9.   RELATED PARTY TRANSACTIONS 
Included in the accounts are payments made to 
companies under the control or significant 
influence of officers and directors of the 
Company. These transactions are recorded at 
the exchange amount, being the amount agreed 
to by the parties and are in the ordinary course 
of business. A summary of these transactions 
follows:   

May  
31, 2006

 

May  
31, 2005

 

Administrative 
services 1  $ 102,665  $        

 

Consideration 
paid to original 
shareholders of 
Meepong 
Resources (Pty) 
Ltd.²  

$4,580,052  $        

 

1. CIC carries on business outside Canada. 
CIC purchases administrative, advisory and 
investor relation services from a company 
that shares a common director to assist in 
fulfilling its ongoing obligations as a 
reporting issuer listed for trading on a stock 
exchange in Canada.  On August 1, 2005, 
the Company entered into an administrative 
service agreement (the Agreement ) with 
Tau Capital Corp. ( Tau ).  The Agreement 
has an initial term of three years, terminating 
on July 31, 2008, subject to further renewal 
by the parties to the agreement.  The terms 
of the Agreement required the company to 
pay a monthly service fee of US$18,000 
until the listing of the Company s shares on 
a Canadian stock exchange.  As the shares 
are now listed, the agreement calls for Tau 
to be paid a monthly service fee of 
US$23,000.  

2. The total consideration paid to acquire 100% 
of Meepong Resources (Pty) Limited 
(MRPL) from the original shareholders.  

3. Coal Investment Corporate Services (Pty) 
Limited (CICS) shares offices with AfriOre 
(Pty) Limited, the holding companies of 
both have a common director. Refer note 
12.  

10. EARNINGS (LOSS) PER COMMON    
SHARE 

The following table sets forth the computation of 
basic and diluted loss per share.  

Three 
months 
ended  
May  

31, 2006

 
Six  

months 
ended  
May  

31, 2006

    
Numerator  Basic and Diluted   

Net loss   $(871,098)

  
$(1,677,658)

       

Denominator  - 
Basic and Diluted   
Weighted average 
number of shares  20,803,457  20,803,457    

Basic and diluted 
loss per share:   

Net loss   $ (0.04)  $ (0.08)  

3,852,590 share options and 3,420,000 warrants 
have been excluded in the calculation as their 
exercise would be anti-dilutive.   

11.  SUPPLEMENTARY CASH FLOW 
INFORMATION  

(a)  Change in non-cash working capital items  

Three 
months 
ended 
May  

31, 2006

 

Six  
months 
ended 
May  

31, 2006

  

Other receivables 74,247 (328,510) 
Prepayments (405,337) (405,337) 
Accounts payable and 
accrued liabilities    (3,419,107)

      

(320,865)

 

Change in non-cash 
working capital $ (3,750,197)

 

$ (1,054,712)

   

(b)  Cash paid for taxes and interest  

Three  
months 
ended  
May  

31, 2006

 

Six  
months 
ended  
May  

31, 2006

 

Cash paid for taxes   $          

  

$          

 

Cash paid for interest 
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12.  COMMITMENTS  

In terms of a lease signed between CICS and 
AfriOre (Pty) Limited, CICS has future operating 
lease commitments for equipment and buildings 
amount to $351,244, ending 28 February 2011. 
Annual payments are:  

2007  $  47,094 
2008  $  67,014 
2009  $  72,697 
2010  $  78,868 
2011  $  85,571

   

$351,244

   

13.  SUBSEQUENT EVENTS  

1. The Company has settled the dispute 
between HSG and Meepong, CIC, Meepong 
Resources (Pty) Ltd. ( Meepong Resources ), 
and the original shareholders of Meepong 
Investments. Based on advice furnished by legal 
counsel, CIC remains confident that the HSG 
claims continue to be unfounded and without 
merit both in fact and in law. Nevertheless, the 
Board of Directors has decided that the rapid 
settlement of this matter is in the best interest of 
the Company. The board concluded that without 
having resolution to the dispute it would be 
difficult to complete the project financing within 
the Company s planned timeframe, as Counsel 
had advised the Company that it could take up 
to 24 months for the dispute to be finally 
resolved through the Botswana courts.  

The Company has paid the Highland Parties 
US$18,500,000 in consideration of, among other 
things: 

(a) the settlement of all claims and 
counterclaims that are or might be made arising 
out of the relationship of the parties in 
connection with prospecting license numbers 
75/2002 and 11/2004 obtained by Meepong 
Investments and/or Meepong Resources in 
respect of coal, coal-bed methane and related 
minerals in, on or under a portion of the 
Mmamabula Coal Fields, Botswana (the Project 
Area ) and the exploitation thereof (including the 
establishment and development of a coal mine 
and an associated coal-fired mine-mouth power 
station within or in the vicinity of the Project 
Area) (collectively, the Project ), including 
certain legal actions initiated in the High Court of 
Botswana; 
(b) an agreement from HSG to hold 
harmless each of the other parties from any 
claims arising out of or in connection with the 
subject matter of the legal actions or the 
involvement of all or any of the Highland Parties 
in the Project; 
(c) an agreement by the Highland Parties 
not to, directly or indirectly, participate in any 
project associated with or related to coal or 
related minerals or establish or operate any 
mine-mouth power station in or in the vicinity of 
the Project Area for a period of 5 years; and 
(d) an agreement by the Highland Parties 
not to communicate with certain specified 
persons respecting the Project.  

The US$18,500,000 will be capitalised to 
exploration properties.   

2. On June 5, 2006 CIC was listed on the 
Botswana Stock Exchange.           
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This report contains forward-looking statements based on current expectations. These forward-looking statements 
entail various risks and uncertainties that could cause actual results to differ materially from those reflected in these 
forward-looking statements. Risk and uncertainties about the Company s business are more fully discussed in the 
Management Discussion and Analysis published in the Company s Annual Report and in CIC s Annual Information 
Form.   
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