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SEREBRA LEARNING CORPORATION 

CONSOLIDATED BALANCE SHEETS 

As at September 30, 2009 and March 31, 2009 

(Unaudited) 

 

  
30-Sept-09 
(Unaudited)  

31-Mar-09 
(Audited) 

     
Assets     
     
Current Assets:  )  ) 
 Cash and cash equivalents $ 670,119) $ 1,194,700) 
 Restricted short-term investments  10,000)  10,000) 
 Accounts receivable  361,173)  769,716) 
 Prepaid expenses  61,232)  20,611) 

  1,102,524)  1,995,027 
     
Property and equipment (note 3)  272,095)  82,270) 
     
Other assets (note 4)  72,875)  30,139) 

 $ 1,447,494) $  2,107,436 

     
Liabilities and Shareholders' Equity     
     
Current Liabilities:     
 Accounts payable and accrued liabilities  $ 166,985) $    274,851 
 Current portion of deferred revenue  351,007)  321,995) 
 Current portion of obligations under capital leases (note 5)  32,707)  33,787) 

                550,699)  630,633) 
     
Long-term deferred revenue  31,327)  62,500) 
     
Long-term obligations under capital leases (note 5)  1,238)  17,491) 

  583,264)     710,624 
     
Shareholders' Equity:     
     
Share capital (note 6b) $ 10,456,598) $ 10,456,598) 
     
Contributed surplus (note 7)  771,146)  769,115) 
     
Deficit  (10,363,514)  (9,828,901) 

  864,230)  1,396,812) 

 $           1,447,494 $ 2,107,436) 

     

These unaudited, interim financial statements should be read in conjunction with the audited March 31, 2009 consolidated financial statements. 
  



 

SEREBRA LEARNING CORPORATION 

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS AND DEFICIT 

For the second quarter ended September 30, 2009, with comparatives for the second quarter ended September 30, 2008 

(Unaudited) 

  
    Q2 2010 
30-Sept-09 

 
   Q2 2009 
30-Sept-08 

 
 YTD 2010 
30-Sept-09  

 YTD 2009 
30-Sept-08 

         

Revenue  $       204,725)  $ 214,476  $ 441,728  $        451,033)  
         
Direct costs         126,172)   122,542   274,167          238,259)  

          78,553)    91,934   167,561          212,774)  
         
Personnel         237,967)   368,869   491,958          651,821)  
Corporate and professional services         25,004)   101,357      52,201         186,433)  
Office and general         79,344)    61,616   118,948         101,699)  
Amortization         22,747)    22,337     39,067           44,299)  

       365,062)   554,178   702,174           984,252)  
         
Net Income (loss) and comprehensive  
      income (loss) for the period       (286,509))  

                          
(462,244)  (534,613)         (771,478)) 

         
Deficit, beginning of period   (10,077,005)    (9,631,928)    (9,828,901)     (9,322,694) 

         
Deficit, end of period   (10,363,514)  (10,094,172)  (10,363,514)   (10,094,172) 

         
Earnings per share:         
      Income (loss) per share basic and  
      diluted $        (0.016))  $    (0.026)  $     (0.030)  $            (0.044))  

         

 
These unaudited, interim financial statements should be read in conjunction with the audited March 31, 2009 consolidated financial statements. 
 



 

SEREBRA LEARNING CORPORATION 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the second quarter ended September 30, 2009, with comparatives for the second quarter ended September 30, 2008 

(Unaudited) 

  

  
Q2 2010 

30-Sept-09 

  
Q2 2009 

30-Sept-08  
YTD 2010 

30-Sept-09 

  
YTD 2009 

30-Sept-08 

         
Cash provided by (used in):         
         
Operating Activities:         

   Net Income (loss) for the period  $     (286,509))  $  (462,244))  $ 
          

(534,613)  $ 
 

   (771,478) 
         
   Items not affecting cash:         
      Amortization        22,748         22,337          39,067       44,299 
      Stock based compensation                808       64,085              2,031       64,562 

      (262,953)     (375,822)     (493,515)     (662,617) 
         
Changes in non-cash working capital items:         

   Accounts receivable      (112,809)       55,995        408,543   2,199,642 

   Prepaid expenses        73,110         5,531   (40,621)          8,822 

   Accounts payable and accrued liabilities         55,874            (292)      (107,868)  (1,303,806) 

   Deferred revenue         24,066       (47,251)       (2,161)       (58,341) 

       (222,712))     (361,839))        (235,622)        183,700 

         
Investing Activities:         

   Short-term investments                   -)        200,000                     -  (1,270,000) 
   Other assets           9,682                  -  (43,378)                 - 
   Deferred financing costs                  -                  -                     -       54,530 
   Purchase of property and equipment, net of  
      disposition proceeds       (228,247)            (2,873)     (228,247)  (39,416) 

       (218,565)      197,127        (271,625)   (1,254,886) 

         
Financing Activities:         
   Repayments of obligations under capital 
      leases          (8,796)       (7,792)        (17,332)  (15,355) 
   Issue of common shares, net of issuance  
      costs                    -)                     -                  -)           998,667 

            (8,796)         (7,792)          (17,332)        983,312 

         

Increase (decrease) in cash and cash  
      equivalents $      (450,073))  $ 

 
 (172,504) $    (524,581) $ 

 
 (87,874) 

         

Cash and cash equivalents, beginning of period     1,120,192)   
     

325,089     1,194,700)   
  
      240,459 

         

Cash and cash equivalents, end of period  $       670,119)  $   152,585) $        670,119 $       152,585 

         
         

 
These unaudited, interim financial statements should be read in conjunction with the audited March 31, 2009 consolidated financial statements. 



 

SEREBRA LEARNING CORPORATION 

Notes to Consolidated Financial Statements (Unaudited) 

As at September 30, 2009 

 

 

1. NATURE OF OPERATIONS AND CONTINUANCE OF BUSINESS: 

Serebra Learning Corporation (the “Corporation” or “Serebra”) is an innovative global e-learning 
service provider with more than 22 years of experience. The Corporation has built up a network of 
resellers and partners offering its courses on the Internet through its proprietary learning 
management system, Serebra Campus, the easyLearning program and through Serebra Connect, an 
online outsourcing platform that links training to income on a global scale. Serebra’s aggregated 
course catalogue currently makes more than 5,000 course titles available to the consumer and 
corporate markets. The Corporation also provides online skills testing through its proprietary 
examination portal, Quest. 

These consolidated financial statements have been prepared on the going concern basis, which 
assumes the realization of assets and settlement of liabilities in the normal course of operations. The 
application of the going concern basis is dependent upon the Corporation achieving profitable 
operations to generate sufficient cash flows to fund continuing operations, or, in the absence of 
adequate cash flows from operations, obtaining additional financing to support operations for the 
foreseeable future.  

The Corporation has incurred recurring losses from operations and has an accumulated deficit of 
$10,363,514 as at September 30, 2009. The Corporation has sales to developing countries, but there 
can be no assurance with respect to the ongoing success of these initiatives. The financial 
statements do not include any adjustments that might result from the outcome of this uncertainty. 

 
2. SIGNIFICANT ACCOUNTING POLICIES: 

(a) Basis of presentation: 

These consolidated financial statements include the accounts of the Corporation including its two 
inactive wholly owned subsidiaries. All material inter-company balances and transactions have 
been eliminated. These consolidated financial statements have been prepared in conformity with 
Canadian generally accepted accounting principles. Certain figures presented for comparative 
purposes have been reclassified to conform to the presentation adopted for the current year. 

(b) Cash and cash equivalents:  

Cash and cash equivalents consist of bank deposits and short-term investments with original 
terms to maturity of three months or less when acquired. 

(c) Stock-based compensation: 

Stock options granted to employees or directors are measured at fair value at the grant date and 
expensed over the vesting period with a corresponding increase to contributed surplus. Upon the 
exercise of the stock options, consideration paid together with the amount previously recognized 
in contributed surplus is recorded as an increase to share capital. 

(d) Use of estimates: 

The preparation of consolidated financial statements 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 date of the financial statements and the reported amounts 
of revenue and expenses during the reporting period. Significant areas requiring the use of 
management estimates relate to the valuation of accounts receivable, the determination of 
estimated useful lives of property and equipment and other assets for the purpose of calculating 
amortization, stock-based compensation, royalties, fair value of undelivered services, service 
obligation periods under revenue contracts and valuation allowances over future income tax 
assets. Actual results could differ from these estimates. 



 

SEREBRA LEARNING CORPORATION 

Notes to Consolidated Financial Statements (Unaudited) 

As at September 30, 2009 

 

 

2. SIGNIFICANT ACCOUNTING POLICIES: (continued) 

(e) Property and equipment: 

Property and equipment is stated at cost less accumulated amortization and is amortized on a 
straight-line basis over the estimated useful life of the asset as follows: 

Computer hardware  3 years 
Furniture and fixtures  5 years 
Leasehold improvements  5 years 
Computer software  1 year 

(f) Trademarks: 

Trademarks acquired are capitalized and amortized on a straight-line basis over a 15-year period, 
being the legal life of the Trademarks, as they have a definite useful life. 

(g) Research and development: 

Research and development costs are expensed as incurred, except in cases where development 
costs meet certain identifiable criteria for deferral. Deferred development costs are amortized 
over the expected useful life, not exceeding 3 years.  

(h) Revenue recognition: 

The Corporation derives a significant portion of its revenue pursuant to the easyLearning 
program, which is a rental model whereby customers who have paid for a Personal Identification 
Number (PIN) can access a course from the easyLearning course library, on-line, for a limited 
period of time or the customer can download a specific course directly to a computer. The 
courseware is considered delivered when the customer is provided with an access PIN that 
provides such a download right. The easyLearning wholesale arrangements include multiple 
elements such as courseware, hosting, post-contract support, website setup, documentation and 
training. 

For multiple element sales arrangements, revenue is allocated to each element based on the 
relative fair values using the residual method, and using vendor specific objective evidence of fair 
values, at the inception of the sales arrangement. Fair values of the undelivered elements are 
determined based on objective evidence derived from other arrangements. When fair value 
cannot be determined, revenue is deferred and recognized only as the final elements are 
delivered or over the term of the agreement for the entire arrangement fee. Elements included in 
multiple element arrangements could consist of licenses, post-contract support including 
telephone, email support, hosting services and unspecified upgrade rights. Revenue from product 
maintenance arrangements is deferred and recognized on a straight-line basis over the term of 
the contract. Customer payments that do not yet qualify for recognition under the Corporation's 
revenue recognition policies are recorded as deferred revenue. 

In situations where there is objective and reliable evidence of fair value for all undelivered 
elements, but not for delivered elements, the residual method is used to allocate the contract 
consideration. Under the residual method, the amount of the revenue allocated to delivered 
elements equals the total arrangement consideration less the aggregate fair value of any 
undelivered elements. Each unit of accounting is then accounted for under the applicable revenue 
recognition guidance. Fair values of undelivered elements deferred are determined using vendor 
specific objective evidence where available or third party evidence. The Corporation defers 
revenue related to the undelivered elements over the expected service delivery period, which is 
generally less than two years. 



 

SEREBRA LEARNING CORPORATION 

Notes to Consolidated Financial Statements (Unaudited) 

As at September 30, 2009 

 

 

2. SIGNIFICANT ACCOUNTING POLICIES: (continued) 

(h) Revenue recognition: (continued) 

For sales completed by physical delivery of the course content via a medium such as a CD, 
revenue is recognized upon physical delivery of the course content because after sales support is 
considered insignificant. For sales completed by allowing online access to course content for a 
fixed period of time, revenue is recognized rateably over the course access period. 

Revenue derived from the sale of Pay Per Use (“PPU”) credits is recognized over a one-year 
period since the PPU credits are available to the Corporation’s customers for one year. 

Revenue derived from Serebra Connect is recognized upon delivery of services or products by 
the seller. 

All of the Corporation’s revenue recognition policies outlined above are subject to the existence of 
completed contracts or other persuasive evidence of arrangements, fees or prices being fixed or 
otherwise determinable, and the ultimate collection of the amounts being probable. 

(i) Direct cost of revenue: 

Direct cost of revenue includes materials (such as CDs, packaging and documentation), royalties 
paid to third parties, commissions paid to e-commerce partners, and fulfilment costs. 

(j) Deferred financing costs: 

Professional, consulting and regulatory fees and other costs directly attributable to financing 
transactions are reported as deferred financing costs until the transactions are completed, if the 
completion of the transaction is considered to be more likely than not. Share issue costs are 
charged to share capital when the related shares are issued. Debt issue costs are recorded 
against the proceeds received and comprise a component of the instrument’s amortized cost. 
Costs relating to financing transactions that are not completed, or for which successful completion 
is considered unlikely, are charged to operations. 

(k) Income (loss) per share: 

Basic income (loss) per share is computed by dividing the net income (loss) by the weighted 
average number of common shares outstanding during the period. The treasury stock method is 
used for the calculation of diluted income (loss) per share. Under the treasury stock method, the 
weighted average number of common shares outstanding for the calculation of diluted income 
(loss) per share assumes that the proceeds to be received on the exercise of dilutive stock 
options and warrants are applied to repurchase common shares at the average market price for 
the period. Stock options and warrants are dilutive when the average market price of the common 
shares during the period exceeds the exercise price of the options and warrants. 

(l) Foreign currency translation: 

The reporting and functional currency of the Corporation and its subsidiaries is the Canadian 
Dollar. Foreign currency translations entered into directly by the Corporation or its integrated 
subsidiaries are translated using the temporal method. Under this method, monetary assets and 
liabilities are translated at year-end exchange rates and other balance sheet items are translated 
at historical exchange rates. Income statement items are translated at the rate in effect at the 
time of the translation. Translation gains and losses are included in income. 



 

SEREBRA LEARNING CORPORATION 

Notes to Consolidated Financial Statements (Unaudited) 

As at September 30, 2009 

 

 

2. SIGNIFICANT ACCOUNTING POLICIES: (continued) 

(m) Income taxes: 

The Corporation follows the asset and liability method of accounting for income taxes. 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 of 
existing assets and liabilities and their respective tax bases. Future tax assets and liabilities are 
measured using enacted or substantively enacted tax rates 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 as income in the 
period that includes the substantive enactment date. Where it is not considered to be more likely 
than not that the future income tax assets will be realized, a valuation allowance is provided for 
the difference.  

(n) Long-lived assets: 

The Corporation evaluates, on an ongoing basis, the carrying value of property and equipment 
and other assets, including acquired licenses or trademarks, for potential impairment when 
events or changes in circumstances indicate that the carrying amount of an asset may not be 
recoverable. In order to determine if such impairment exists, the carrying value of these assets is 
compared to the financial condition and the estimated undiscounted future cash flows expected to 
result from its eventual use and disposal. A permanent impairment in these assets is measured 
as the amount by which the long-lived asset's carrying amount exceeds its fair value and is 
recognized in earnings in the year such impairment becomes evident. 

(o) Short-term investments: 

Short-term investments consist of liquid investments in interest bearing money market 
instruments with original maturities of three months or more at the time of acquisition. These 
investments are recorded at cost, which approximates fair values. 

(p) Financial instruments: 

The Corporation classifies financial assets and liabilities as held-for-trading, available-for-sale, 
held-to-maturity, loans and receivables or other financial liabilities depending on their nature. 
Financial assets and financial liabilities are recognized at fair value on their initial recognition, 
except for those arising from certain related party transactions which are accounted for at the 
transferor’s carrying amount or exchange amount in accordance with the Canadian Institute of 
Chartered Accountant (“CICA”) Handbook Section 3840, “Related Party Transactions”. 

Financial assets and liabilities classified as held-for-trading are measured at fair value, with gains 
and losses recognized in net income. Financial assets classified as held-to-maturity, loans and 
receivables, and financial liabilities other than those classified as held-for-trading are measured at 
amortized cost, using the effective interest method of amortization. Financial assets classified as 
available-for-sale are measured at fair value, with unrealized gains and losses being recognized 
as other comprehensive income until realized, or if an unrealized loss is considered other than 
temporary, the unrealized loss is recorded in income. 

(q) Comprehensive loss: 

Comprehensive loss reflects net loss and other comprehensive income (loss) for the period. 
Other comprehensive income (loss) includes changes in unrealized foreign currency translation 
amounts arising from self-sustaining foreign operations, unrealized gains and losses on available-
for-sale assets and changes in the fair value of derivatives designated as cash flow hedges to the 
extent they are effective. 



 

SEREBRA LEARNING CORPORATION 

Notes to Consolidated Financial Statements (Unaudited) 

As at September 30, 2009 

 

 

3. PROPERTY AND EQUIPMENT: 

Property and equipment consists of the following: 

  

Cost  
Accumulated 
amortization  

30-Sept-09 
Net book  

value  

31-Mar-09 
Net book  

value 

         
Computer hardware $ 1,207,742 $ 1,163,509 $ 44,233 $ 69,538 
Furniture and fixtures  47,223  45,388  1,835  3,400 
Leasehold improvements  243,533  22,894  220,639  - 
Computer software  285,792  280,404  5,388  9,332 

         
 $ 1,784,290 $ 1,512,195 $ 272,095 $ 82,270 

 
4. OTHER ASSETS: 

 
 

 30-Sept-09  31-Mar-09 

     
Long-term rental deposit $ 53,064)  $ 9,682)  
Long-term security deposit        10,376             10,376 
Trademarks  14,631)   14,631)  
  78,071)   34,689)  
Accumulated amortization  (5,196)  (4,550) 

     
 $ 72,875) $ 30,139) 

 
5. OBLIGATIONS UNDER CAPITAL LEASES: 

 
 

 30-Sept-09  31-Mar-09 

     
Obligations under capital leases $ 33,945) $ 51,278) 
Less: current portion  32,707)  33,787) 
     
Long-term portion  1,238)  17,491) 
     

 
6. SHARE CAPITAL: 
 

(a) Authorized: 

 Unlimited common shares without par value 

 Unlimited senior preferred shares without par value (none issued and outstanding) 

 Unlimited junior preferred shares without par value (none issued and outstanding) 

 



 

SEREBRA LEARNING CORPORATION 

Notes to Consolidated Financial Statements (Unaudited) 

As at September 30, 2009 

 

 

(b) Common shares issued and outstanding: 

  

 Shares  Amount 

Issued as at March 31, 2008 14,133,828)  $   9,552,861) 

   Issued for cash under rights offering 3,533,457 )    1,060,038) 

   Share issue costs - )       (156,301) 

Issued as at March 31, 2009 17,667,285))   10,456,598)) 

   Share issue costs - )                   - ) 

Issued as at September 30, 2009 17,667,285)  $ 10,456,598) 

    

 

(c) Stock options: 

The Corporation has reserved 1,195,495 common shares under its Stock Option Plan (2001). 
The plan provides for the granting of options to directors, employees and consultants. The Board 
of Directors determines the features of the awards, including the exercise price, the term and 
vesting provisions, provided no stock options will have a term exceeding five years.  

 
Numbers of 

shares 

Weighted 
average 

exercise price 

Outstanding, March 31, 2008 781,250)  $0.38  

   Granted     337,500  0.30  

   Expired (117,500) 0.44 – 0.56  

   Cancelled (100,000) 0.30 – 0.44 

Outstanding, March 31, 2009 901,250)  0.34  

   Expired               - - 

   Cancelled (45,000) 0.30 – 0.56 

Outstanding, September 30, 2009    856,250  0.34  
   

The outstanding stock options at September 30, 2009 will expire between December 9, 2009 and August 21, 2013. 

 

(d) Share purchase warrants: 
 

 
Number 

of warrants 
Exercise price 

per share 

Outstanding, March 31, 2008 200,000)  $0.35 - 0.50 

   Issued under rights offering - shareholder warrants 3,533,457)  0.50 

   Issued under rights offering - agent's warrants 875,000)  0.50 

   Expired - agent's warrants (875,000) 0.50 

Outstanding, March 31, 2009 3,733,457)     0.35 - 0.50 

 Issued -)  -)  

 Expired (200,000)    0.35 - 0.50 
   
Outstanding, September 30, 2009 3,533,457)     0.35 - 0.50 

The outstanding shareholder warrants at September 30, 2009 will expire in April 2010. 



 

SEREBRA LEARNING CORPORATION 

Notes to Consolidated Financial Statements (Unaudited) 

As at September 30, 2009 

 

 

7. CONTRIBUTED SURPLUS 

   

Balance, March 31, 2009 $ 769,115 

   Stock-based compensation – June 30, 2009  1,223 

   Stock-based compensation – September 30, 2009  808 

   
Balance, September 30, 2009 $ 771,146 

   

 
8.  DIRECTORS OF THE CORPORATION: 
 

Edward (Ted) Moorhouse 

Ian M. Adam 

Michael Meyers 
 
9. RELATED PARTY TRANSACTIONS: 
 
 There were no related party transactions in the quarter. 
 
10. SUBSEQUENT EVENTS: 
 
 There were no reportable subsequent events. 
 
 



 

SEREBRA LEARNING CORPORATION 

Supplementary Information  

Statements of Comparative Operations for the Eight Financial Quarters ended at September 30, 2009 

(Unaudited) 

 

 

                                  

   Q2-10   Q1-10   Q4-09   Q3-09   Q2-09   Q1-09   Q4-08   Q3-08 

                 

Revenue $ 204,725 $ 237,003 $ 803,568 $ 1,858,400)  $ 214,476)  $ 236,557)  $ 2,398,193)  $ 1,270,028)  

Direct costs   126,172   147,995   251,084   1,220,880)    122,542)    115,717)    1,396,934)    761,629)  

  78,553  89,008  552,484  637,520)   91,934)   120,840)   1,001,259)   508,399)  

                 

Project costs  -)   -)   -)  -)   -)  -)  240,276)   313,087)  

Personnel   237,967  253,991  343,783  365,508)   368,869)   282,952)   54,249)   63,517)  
Corporate and professional 
     services  25,004  27,197  64,635  82,122)   101,357)   85,076)   -)  -) 

Office and general  79,344  39,604  (27,036)  53,094)   61,616)   40,084)   131,495)   85,481)  

Amortization   22,747   16,320   20,340   22,287)    22,337)    21,962)    19,356)    18,061)  

  365,062  337,112  401,722  523,011)   554,178)   430,074)   445,376)   480,146)  

                 

Net earnings (loss) $ (286,509) $ (248,104) $ 150,762 $ 114,509)  $ (462,244) $ (309,234) $ 555,883)  $ 28,253)  

                 

Deficit, beginning of period   (10,077,005)   (9,828,901)   (9,979,663)   (10,094,172)   (9,631,928)   (9,322,694)   (9,878,577)   (9,906,830) 

                 

Deficit, end of period $ (10,363,514) $ (10,077,005) $ (9,828,901) $ (9,979,663) $ (10,094,172) $ (9,631,928) $ (9,322,694) $ (9,878,577) 

                 

Earnings per share:                 
Income (loss) per share basic  
     and diluted $ (0.016) $ (0.014) $ 0.009 $ 0.006 ) $ (0.026) $ (0.018) $ 0.039)  $ 0.002 ) 

                                  

 
Note:   The Statement of Comparative Operations format has been restated in conjunction with the audited statements dated March 31, 2009. 
Note:   Certain comparative figures have been reclassified to conform with the financial statement presentation adopted in the current period. 




