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PART I 

ITEM 1. FINANCIAL STATEMENTS: 
 

HUNT GLOBAL RESOURCES, INC.   

(A Development Stage Company)   

UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS   

              

    
June 30, 

2011     
December 31, 

2010   

ASSETS             

Current assets:             

Cash and cash equivalents   $ 1,732,484     $ 1,069,473   

Accounts receivable     67,061       -   

Short-term loan receivable     50,000       -   

Related party receivables     72,801       29,413   

Inventory     274,604       -   

Prepaid royalties to related parties     634,986       622,986   

Prepaid expenses and other     390,697       59,074   

Total current assets     3,222,634       1,780,946   

                  

Property, plant and equipment, net of accumulated depreciation     11,954,261       918,047   

Surface mining rights and royalty agreement     3,696,177       3,696,177   

Intangible assets, net of accumulated amortization     134,463,332       -   

Other assets     15,000       25,000   

                  

Total assets   $ 153,351,403     $ 6,420,170   

                  

LIABILITIES AND SHAREHOLDERS' EQUITY                 

Current liabilities:                 

Accounts payable, including amounts due to related parties   $ 1,378,470     $ 757,879   

Accrued dividend payable     232,344       46,666   

Accrued interest payable     179,236       323,653   

Accrued liability to related party     1,236,607       276,000   

Other current liabilities     439,648       -   

Notes payable, net of unamortized discount of $2,195,001 at June 30, 2011     5,431,824       4,346,704   

Notes payable to related parties     500,000       1,100,000   

 Total current liabilities     9,398,129       6,850,902   

                  

Shareholders' equity (deficit)                 

Preferred stock, no par value, 1,000,000 shares authorized                 

Class A convertible - 325,000 shares authorized, 247,138                 

and 123,463 shares issued and outstanding at June 30,                 

2011 and December 31, 2010, respectively     46,553,117       2,414,139   

Class B convertible - 325,000 shares authorized, 248,675                 

and 125,000 shares issued and outstanding at June 30,                 

2011 and December 31, 2010, respectively     52,705,539       310,642   

Common stock, no par value, 500,000,000 shares authorized,                 

70,795,582 and 37,442,453 shares issued and outstanding                 

at June 30, 2011 and December 31, 2010, respectively     72,702,624       13,884,175   

Additional paid-in capital     7,932,370       -   

Shareholder receivable     (8,782,141 )     -   

Unissued common stock     297,350       -   

Accumulated other comprehensive income (loss)     459,373       -   

Loss accumulated during the development stage     (36,319,475 )     (17,039,688 ) 

Total Hunt Global Resources, Inc. shareholders' equity (deficit)     135,548,757       (430,732 ) 

                  

Non-controlling interest     8,404,517       -   

Total shareholders' equity (deficit)     143,953,274       (430,732 ) 

                  



Total liabilities and shareholders' equity (deficit)   $ 153,351,403     $ 6,420,170   

                  

The accompanying notes are an integral part of these condensed consolidated financial statements.   
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HUNT GLOBAL RESOURCES, INC.   

(A Development Stage Company)   

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS   

 
 

                            Period From   

                            Inception to   

    
For the Six Months Ended June 

30,     
For the Three Months Ended 

June 30,      June 30,   

    2011     2010     2011     2010     2011   

                                

Product sales   $ 160,251     $ -     $ 133,566     $ -     $ 160,251   

Cost of sales     359,696       -       314,517       -       359,696   

                                          

Gross profit     (199,445 )     -       (180,951 )     -       (199,445 ) 

                                          

Operating expenses                                         

Selling, general and administrative     6,173,303       1,782,131       4,168,734       925,186       18,316.234   

Depreciation and amortization     4,987,407       52,836       3,740,063       26,576       5,129,797   

                                          

Total operating expenses     11,160,710       1,834,967       7,908,797       951,762       23,446,029   

                                          

Loss from operations     (11,360,155 )     (1,834,967 )     (8,089,748 )     (951,762 )     (23,645,474 ) 

                                          

Other income and (expenses):                                          

Interest income     31,890       5,036       31,890       24       46,100   

Interest expense     (1,460,551 )     (382,047 )     (1,260,011 )     (200,787 )     (3,909,983 ) 

Loss on debt conversion     (3,976,305 )     -       -       -       (4,904,286 ) 

 Loss from settlement     (2,827,535 )     -       -       -       (2,827,535 ) 

Equity in loss of Momentum     (32,250 )     -       (4,750 )     -       (250,921 ) 

Loss on investment     (25,427 )     -       (25,427 )     -       (1,198,022 ) 

Other expense     (58,333 )     -       (58,333 )     -       (58,333 ) 

                                          

Total other income (expenses)     (8,348,511 )     (377,011 )     (1,316,631 )     (200,763 )     (13,102,880 ) 

                                          

Net loss      (19,708,666 )      (2,211,978 )       (9,406,379 )       (1,152,525 )       (36,748,354 )  

                                          

Less net loss attributable to 

non-controlling interests     428,879        -       377,624        -       428,879   

                                          

Net loss attributable to Hunt Global 

Resources, Inc      (19,279,787 )       (2,211,978 )       (9,028,755 )       (1,152,525 )       (36,319,745 )  

                                          

Preferred stock dividends      (232,344 )      -        (139,258 )       -        (372,096 )  

                                          

Net loss attributable to common stock   $   (19,512,131 )    $   (2,211,978 )    $   (9,168,013 )    $   (1,152,525 )    $  (36,691,571 )  

                                          

Net loss per common share - basic and 

diluted   $   (0.30 )    $   (0.03 )    $  (0.13 )    $   (0.01 )          

                                          

Weighted average number of common 

shares                                         

outstanding  - basic and diluted      64,464,725        85,017,995     $   70,632,326     $   85,017,995           

  

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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HUNT GLOBAL RESOURCES, INC.   

(A Development Stage Company)   

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY   

                                                              

    

Class A 

Convertible 

Preferred 

Stock     

Class B 

Convertible 

Preferred 

Stock     
Common 

Stock     

Additional 

Paid-in 

Capital     
Shareholder 

Receivable     

Unissued 

Common 

Stock     

Accumulated 

Other 

Comprehensive 

Income (Loss)     

Accumulated 

During the 

Development 

Stage     

Non- 

Controlling 

Interests     

Total 

Stockholders' 

Equity   

                                                              

Balance at 

December 31, 

2010   $ 2,414,139     $ 310,642     $ 13,884,175     $ -     $ -     $ -     $ -     $ (17,039,688 )   $ -     $ (430,732 ) 

                                                                                  
Common stock 

issued for 

cash     -       -       195,000       -       -       -       -       -       -       195,000   

                                                                                  

Cash received for 
stock that 

remains 

unissued at 

period end     -       -       -       -       -       297,350       -       -       -       297,350   

                                                                                  

Common stock 
issued for 

services and 

prepaid 
services     -       -       492,450       -       -       -       -       -       -       492,450   

                                                                                  

Warrants issued 

for services     -       -       -       573,653       -       -       -       -       -       573,653   

                                                                                  

Options issued for 
9,245,000 

shares to 

      vest over 29 
months     -       -       -       2,774,975       -       -       -       -       -       2,774,975   

                                                                                  

Common stock 

issued upon 

exercise of 
stock options 

and warrants     -       -       82,500       -       -       -       -       -       -       82,500   

                                                                                  

Acquisition of 

Carbon Green 

NA, Inc.     44,138,978       52,627,241       51,902,896       -       (8,782,141 )     -       -       -       8,833,396       148,720,370   

                                                                                  

Common stock 
issued in debt 

conversion     -       -       3,318,068       -       -       -       -       -       -       3,318,068   

                                                                                  

Warrants issued in 

debt 

conversion     -       -               1,349,,905       -       -       -       -       -       1,349,905   

                                                                                  
Warrants issued in 

connection 

with 

convertible 
debt     -       -       -       628,739       -       -       -       -       -       628,739   

                                                                                  
Value of beneficial 

conversion 

feature 
associated 

with 

convertible 
debt     -       -       -       2,605,098       -       -       -       -       -       2,605,098   

                                                                                  

Common stock 

issued under 

settlement 
agreement     -       -       2,827,535       -       -       -       -       -       -       2,827,535   

                                                                                  

Preferred stock 

dividends     -       (232,344 )     -       -       -       -       -       -       -       (232,344 ) 

                                                                                  

Comprehensive 

income:                                                                                 

Net loss     -       -       -       -       -       -       -       (19,279,787 )     (428,879 )      (19,708,666 ) 

Foreign currency 

translation 
adjustment     -       -       -       -       -       -       459,373       -       -       459,373   

                                                                                  

Total 
comprehensiv

e income     -       -       -       -       -       -       -       -       -       (19,279,787 ) 

                                                                                  

Balance at June 30, 
2011   

$ 46,553,117 
    

$ 52,705,539 
    

$ 72,702,624 
    

$ 7,932,370 
    

$ (8,782,141 
)   

$ 297,350 
    

$ 459,373 
    

$ (36,319,475 
)   

$ 8,404,517 
    

$ 143,953,274 
  

  

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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HUNT GLOBAL RESOURCES, INC. 

(A Development Stage Company) 

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

                    

                Period From   

                Inception to   

    
For the Six Months Ended 

June 30,     June 30,   

    2011     2010     2011   

                    

Cash flows from operating activities                   

Net loss   $ (19,708,666 )   $ (2,211,978 )   $ (36,748,354 ) 

Adjustments to reconcile net loss  to                         

net cash used in operating activities:                         

Depreciation and amortization     4,987,408       52,836       5,129,796   

Common stock and options issued for services     3,629,078       225,001       10,105,794   

Loss on investment     25,427       -       1,198,022   

Loss on debt conversion     3,976,305       -       4,904,286   

Loss on settlement agreement     2,827,535       -       2,827,535   

Equity in losses of Momentum     32,250       -       250,921   

Common stock issued for payment of accrued interest     -       -       888,941   

Accretion of debt discount on convertible debt     1,038,836       -       1,038,836   

Investment exchanged for services     -       -       10,000   

Issuance of note payable for consulting     -       -       500,000   

Changes in operating assets and liabilities,                         

net of acquisitions:                         

Accounts receivable     131,112       -       131,112   

Related party receivables     (43,388 )     (137,708 )     (72,801 ) 

Inventory     (8,986 )     -       (8,986 ) 

Prepaid expenses and other assets     48,873       (195,724 )     (633,187 ) 

Accounts payable and accrued liabilities     166,275       416,107       2,165,124   

                          

Net cash used in operating activities     (2,897,942 )     (1,851,466 )     (8,312,962 ) 

                          

Cash flows from investing activities                         

Purchases of property and equipment     (93,825 )     (46,171 )     (144,,260 ) 

Investment in Momentum     (32,250 )     -       (220,921 ) 

Other investments     10,000       (10,000 )     (15,000 ) 

Investment in Reserve Oil Technologies     -       -       (46,416 ) 

Proceeds from the sale of Reserve Oil Technologies     -       536,265       536,265   

Cash received in acquisition of Carbon Green NA, Inc.     295,824       -       295,824   

                          

Net cash provided by investing activities     179,749       480,094       455,492   

                          

Cash flows from financing activities                         

Proceeds from issuances of common stock     574,850       1,428,000       6,516,850   

Proceeds from notes payable     3,330,000       -       3,811,699   

Proceeds from bank loan     146,514       -       146,514   

Payment of dividends on preferred stock     (46,666 )     -       (46,666 ) 

Payments on notes payable     (637,736 )     (62,394 )     (852,685 ) 

                          

Net cash provided by (used in) financing activities     3,366,962       1,365,606       9,575,712   

                          

Effect of exchange rate changes on cash and cash equivalents     12,242       -       14,242   

                          

Increase (decrease) in cash and cash equivalents     663,011       (5,766 )     1,732,484   

Cash and cash equivalents, beginning of period     1,069,473       5,766       -   

                          



Cash and cash equivalents, end of period   $ 1,732,484     $ -     $ 1,732,484   

                          

Supplemental disclosure of cash flow information:                         

 Interest paid   $ 332,919     $ 170,452           

                          

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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HUNT GLOBAL RESOURCES, INC. 

(A Development Stage Company) 

        Notes to Condensed Financial Statements 

    (Unaudited) 
 

Note 1: Basis of Presentation 
 

The accompanying unaudited condensed financial statements of Hunt Global Resources, Inc. (“Hunt” or the 

“Company”) have been prepared in accordance with accounting principles generally accepted in the United States of 

America for interim financial information and with the instructions to Form 10-Q and Regulation S-K. Accordingly, they do 

not include all of the information and footnotes required by accounting principles generally accepted in the United States of 

America for complete financial statements. In the opinion of the Company, the accompanying unaudited condensed financial 

statements contain all adjustments (consisting of only normal recurring accruals) necessary to present fairly the financial 

position as of June 30, 2011, the results of operations for the six and three months ended June 30, 2011, the shareholder’s 

equity and cash flows for the six months ended June 30, 2011. These financial statements should be read in conjunction with 

the audited financial statements and notes thereto contained in the Company's annual report on Form 10-K for the year ended 

December 31, 2010. There have been no updates or changes to our audited financial statements for the year ended December 

31, 2010.  The results of operations for the six and three months ended June 30, 2011 are not necessarily indicative of the 

results to be expected for the full year.  The Company has established the following accounting policies: 
 

Inventory 
 

All inventory is stated at the lower of cost and net realizable values.  Cost is determined using the weighted 

average method.  Net realizable value is the estimated selling price in the ordinary course of business, less the costs to 

completion and selling expenses.  Inventory consists of raw materials and finished goods inventory. 
 

Property, Plant and Equipment 
 

Property, plant and equipment are stated at cost less accumulated depreciation and any impairment losses. 

Expenditures for new facilities or equipment and expenditures that extend the useful lives of existing facilities or equipment 

are capitalized and depreciated using the straight-line method at rates sufficient to depreciate such costs over the estimated 

productive lives. The Company ’ s depreciation rates on fixed assets are as follows: 

        

    
Useful life (in 

years)   

Building     25   

Office equipment     10   

Manufacturing 

equipment, vehicles, 

computers     5   

 
Gains and losses on the disposal of property, plant and equipment are determined by comparing proceeds with the 

carrying amount and are included in the consolidated statement of operations and comprehensive income. 
 

Intangible Assets 
 

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets 

acquired in a business combination is the fair value as at their date of acquisition. Following initial recognition, intangible 

assets are carried at cost less any accumulated amortization and any accumulated impairment losses. Internally generated 

intangible assets are not capitalized and expenditure is recognized in the consolidated statement of operations and 

comprehensive income in the year in which the expenditure is incurred. Intangible assets consist of licenses, intellectual 

property and surface mining rights. Intangible assets related to licenses and intellectual property were measured on initial 

recognition at fair value, and are being amortized over 10 years. Intangible assets related to surface mining rights were 

valued based on the historical cost of the underlying property to the Company’s primary shareholders, including the debt 

assumed by the Company. Surface mining rights will be amortized using a unit-of-production method based on estimated 

recoverable units once production commences. 
 

The following table presents the cost, accumulated amortization and carrying value of intangible assets as of June 30, 2011: 

  

  

    Estimated                     

    

Useful 

Lives            Accumulated      Carrying   

Intangible Assets   (Years)     Cost     Amortization     Value   

Licenses     10     $ 48,963,200     $ 1,632,108     $ 47,331,092   



Intellectual property     10       90,136,800     $ 3,004,560       87,132,240   

Surface mining rights     *       3,696,177       -       3,696,177   

                                  

* Amortized using 

units-of-production 

method           $ 142,796,177     $ 4,636,668     $ 138,159,509   
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HUNT GLOBAL RESOURCES, INC. 

(A Development Stage Company) 

         Notes to Condensed Financial Statements 

     (Unaudited) 
 

Amortization expense related to intangible assets held by the Company for the six months ended June 30, 2011 

and 2010 was $4,636,668 and $0, respectively. The estimated amortization expense to be recognized during the six months 

ended December 31, 2011 is approximately $6,955,000. Estimated amortization expense for each of the next five fiscal 

years ending December 31, is approximately $13,910,000. These estimates do not include amortization of the surface 

mining rights, as they will be amortized using the units-of-production method based on estimated recoverable units and the 

timing of production that cannot be reasonably estimated at this time. 
 

Revenue Recognition 
 

The Company recognizes revenue, net of any taxes, when persuasive evidence of a customer or distributor 

arrangement exists or acceptance occurs, receipt of goods by customer occurs, the price is fixed or determinable, and the 

sales revenues are considered collectible.  Subject to these criteria, the Company generally recognizes revenue at the time of 

shipment or delivery to the customer, and when the customer takes ownership and assumes risk of loss based on shipping 

terms. 
 

Going Concern 
 

The Company's financial statements for the six months ended June 30, 2011 have been prepared on a going 

concern basis, which contemplates the realization of assets and the settlement of liabilities in the normal course of business. 

The Company reported an accumulated deficit of $36,319,475 as of June 30, 2011. The Company recognized losses of 

$11,160,710 from its operational activities during the six months ended June 30, 2011. These factors raise substantial doubt 

about the Company's ability to continue as a going concern. 
 

Recent Accounting Pronouncements 
 

There were no accounting standards and interpretations issued during the six months ended June 30, 2011, which 

are expected to have a material impact on the Company's financial position, operations or cash flows. 
 

Note 2: Reverse Merger 
 

On October 29, 2010, we acquired Tombstone Technologies, Inc. ("Tombstone"), a Colorado 

corporation.   Although Tombstone was the surviving legal entity; Hunt remained the financial reporting entity and the 

merger was treated as a recapitalization. The transaction was considered a recapitalization because, prior to the transaction, 

Tombstone was a public company with limited assets or operations and, upon completion of the transaction, Hunt 

shareholders emerged with a controlling 94.6% interest in the merged Company.  Subsequent to the transaction, Tombstone 

changed its name to Hunt Global Resources, Inc.    
 

Note 3: Acquisitions 
 

Carbon Green N.A., Inc. (CGNA) Acquisition 
 

On March 2, 2011, the Company entered into an acquisition agreement (the "Acquisition Agreement") to acquire 

substantially all of the equity of CGNA in exchange for the issuance of 30,249,256 shares of the Company's common stock, 

123,675 shares of the Company's Class A Preferred Stock, 123,675 shares of the Company's Class B Preferred stock, 24,000 

warrants to acquire shares of the Company's Class A Preferred Stock at an exercise price of $208 a share expiring on March 

2, 2016, and 38,285 warrants to purchase shares of the Company's Class B Preferred Stock at an exercise price of $248 a 

share expiring on March 2, 2016.   
 

The Company obtained a valuation of CGNA provided by a valuation expert.  It was concluded that the intangible 

assets of CGNA had a value of $139.1 million.  The remainder of the purchase price was allocated to the other assets and 

liabilities based on book values which approximated fair values at March 2, 2011.  Using the market price of Hunt common 

stock as of the March 2, 2011 acquisition date, the purchase price of the acquisition of Carbon Green would have been in 

excess of $300,000,000.  Hunt concluded that using the fair value of the assets and liabilities assumed was a more accurate 

calculation of the value of CGNA versus the market price of the Hunt common stock on the date of the acquisition.  The 

revised allocation of the purchase price is as follows: 
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HUNT GLOBAL RESOURCES, INC. 

(A Development Stage Company) 

         Notes to Condensed Financial Statements 

      (Unaudited) 
 

 

Description   
Allocated Purchase 

Price   

Assets acquired:       

   Current assets   $ 1,002,394   

   Property, plant 

and equipment     10,935,427   

   Intangible assets         

        Licenses     48,963,200   

        Intellectual 

property     90,136,800   

Liabilities assumed     (2,316,450 ) 

Non-controlling 

interests     (8,833,396 ) 

     Total purchase 

price   $ 139,887,975   

 
Summarized financial information for CGNA assuming 100% ownership, is as follows: 

 

Balance Sheet 

Data 
Balance at June 30, 

2011   

Current assets $ 872,933   

Property, plant and 

equipment, net   11,092,014   

Intangible assets, 

net   134,463,332   

Current liabilities   (2,509,770 ) 

        

        

  From March 2, 2011   

  (Acquisition Date)   

Statement of 

Operations Data To June 30, 2011   

Revenues $ 160,251   

Cost of sales   359,696   

     Gross profit   (199,445 ) 

General and 

administrative 

expenses   381,475   

Depreciation and 

amortization   4,931,607   

     Loss from 

operations   (5,512,528 ) 

Other expenses   (87,057 ) 

     Net loss $ (5,599,585 ) 

 
The Acquisition Agreement also includes provisions for the Company to issue certain directors, employees, 

advisers, vendors and consultants of CGNA stock options to purchase up to 10,000,000 shares of our common stock, 

9,245,000 of which have been designated at an exercise price of $1.00 per share, expiring on March 2, 2014.  These options 

that have been designated will not begin vesting until September 1, 2011 and will then vest in equal portions over eight 

quarters.   
 

The acquisition of Carbon Green under the Merger Agreement was intended to qualify as a tax-free reorganization 

under the provisions of Section 368 of the Internal Revenue Code of 1986, as amended, and to be accounted for on a 



purchase basis. 
 

Minnesota Frac-Sand Operation 
 

On May 25, 2011, the Company entered into a proposed agreement to acquire the mining rights to over 900 acres 

of land containing an estimated 100-million tons of Northern White frac-sand. The transaction is expected to be closed once 

due diligence that includes approvals by regulatory agencies, further testing of the sand deposits and final negotiations of the 

terms of the lease has been completed. 
 

Note 4: Property, Plant and Equipment 
 

Property, plant and equipment consist of the following as of June 30, 2011 and December 31, 2010: 
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HUNT GLOBAL RESOURCES, INC. 

(A Development Stage Company) 

         Notes to Condensed Financial Statements 

       (Unaudited) 
 

Description   
June 30, 2011 

(Unaudited)     
December 31, 

2010   

Plant   $ 6,059,003     $ 998,000   

Manufacturing 

equipment     6,239,813       12,000   

Vehicles     97,598       25,000   

Office equipment     23,311       2,972   

Computer 

hardware     27,664       22,464   

     Total     12,447,389       1,060,436   

Less: 

accumulated 

depreciation     (493,128 )     (142,389 ) 

     Property, plant 

and equipment, 

net   $ 11,954,261     $ 918,047   

 
Note 5: Convertible Notes 
 

In May 2011, the Company issued two 60 day convertible promissory notes totaling $930,000, bearing interest at 

10% per year, with principal and interest due at maturity. The notes, including unpaid interest, are convertible at maturity, at 

the holders’ option, into shares of the Company at a conversion price of $1.50 per share. Under the terms of the convertible 

notes, the holders received 973,334 detachable warrants to purchase shares of the Company’s common stock at an exercise 

price of $1.50 per share expiring in two years.  In March 2011, the Company issued a 60 day convertible promissory note in 

the amount of $200,000, bearing interest at 5% per year, with principal and interest due at maturity. The note, including 

unpaid interest, is convertible at maturity, at the holder’s option, into shares of the Company at a conversion price of $1.00 

per share. Under the terms of the convertible note, the holder received 200,000 detachable warrants to purchase shares of the 

Company’s common stock at an exercise price of $1.50 per share expiring in two years. 
 

In accordance with ASC 470-20, Debt with Conversion and Other Options, the proceeds received from the 

convertible notes were allocated between the convertible notes and the detachable warrants based on the relative fair value 

of the convertible notes without the warrants and the warrants. The portion of the proceeds allocated to the warrants was 

recognized as additional paid-in capital and a debt discount. In addition, the convertible notes contained a beneficial 

conversion feature at issuance equal to the intrinsic value of the market price of the underlying shares and the effective 

conversion price of the underlying shares. The beneficial conversion feature was recognized as additional paid-in capital, 

limited to the amount of proceeds received, and a debt discount. The debt discount related to warrants and the beneficial 

conversion feature is accreted into interest expense through maturity of the notes. 
 

In June 2011, the Company issued six 180 day convertible promissory notes totaling $2,400,000, bearing interest 

at 10% with principal and interest due at maturity. The notes, including unpaid interest, are convertible at maturity, at the 

holders’ option, into stock units of one share and one warrant at a conversion price of $1.00 per unit. The non-detachable 

warrants contain an exercise price of $1.51 per share and expire in two years. 
 

The convertible notes contained a beneficial conversion feature at issuance equal to the intrinsic value of the 

market price of the underlying shares plus the fair value of the warrants and the conversion price of the convertible debt 

instrument. The beneficial conversion feature was recognized as additional paid-in capital, limited to the amount of proceeds 

received, and a corresponding debt discount to be accreted into interest expense through maturity of the notes. The 

weighted-average fair values of the detachable and non-detachable warrants were calculated using the Black Scholes-Merton 

pricing model using the following assumptions: 
 

  

Expected volatility of 

underlying stock     58.38 % 

Risk-free interest rate     0.45 % 

Dividend yield     0.00 % 

Expected life of warrants    2 years 



Weighted-average fair 

value of warrants   $ 0.95 

  

The following table provides an analysis of activity related to convertible notes for the six months ended June 30, 2011: 
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HUNT GLOBAL RESOURCES, INC. 

(A Development Stage Company) 

         Notes to Condensed Financial Statements 

       (Unaudited) 
 

Description   Amount   

Proceeds received on 

issuance of new notes in 

2011   $ 3,330,000   

Discount allocated to 

warrants     (628,739 ) 

Discount allocated to 

beneficial conversion 

feature     2,605,098   

     Convertible notes 

after discount     96,163   

Accretion of discount to 

interest expense     1,038,836   

Conversion through 

issuance of common 

stock     (200,000 ) 

       Convertible notes at 

June 30, 2011   $ 934,999   

       Unamortized 

discount at June 30, 

2011   $ 2,195,001   

       Total allocated to 

additional paid-in 

capital   $ 3,233,837   

       Total shares of 

common stock to be 

issued, if-converted   $ 2,886,666   

       Aggregate value of 

shares, if-converted at 

June 30, 2011   $ 3,896,999   

       If-converted value 

in excess of principal 

balance   $ 2,962,000   

       Contractual interest 

expense for six months 

ended June 30, 2011   $ 10,166   

       Effective interest 

rate on convertible notes   Greater than 100%   

Note 6: Shareholders' Equity 
 

Common Stock 
 

In January 2011, we increased the authorized shares of common stock from 100,000,000 to 

500,000,000.  Presented below is an analysis of common stock activity during the six months ended June 30, 2011: 

  

  

 2011 Share Issuances   Shares Issued   Per Share Value   Total Value 

Issuance of common stock/warrants in units on 

conversion of debt (1) 980,000 $ $3.18 $  3,116,400 

Issuance of common stock in settlement with investors (2) 897,630   $3.15 $  2,827,535 

Sale of common stock/warrants in units in a private 

placement (3) 240,000   $0.81 $    195,000 

Issuance of common stock upon exercise of warrants 

(3) 398,436   $0.00 – $0.55 $ 82,500 



Issuance of common stock upon exercise of options (4) 128,846   - $ - 

Issuance of common stock for services (5) 200,000   $2.12 $ 424,000 

Issuance of common stock as compensation (6) 31,305   $1.03 $ 32,050 

Issuance of common stock/warrants in units on 

conversion of debt (7) 201,668 $ $1.00 $ 201,668 

Issuance of common stock as compensation (8) 26,000   $1.04 $ 36,400 

Issuance of common stock upon acquisition of CGNA (9) 30,249,256 3 $1.72 $ 51,902,894 

 
 

(1) Shares were issued upon conversion of $490,000 of principal due under a note payable. Four note holders with a balance due of 

$110,000 have elected not to convert.  The value of the shares issued was based on the market price at the date of conversion. The 

Company recognized a loss on debt conversion of $2,626,400 related to this share and warrant issuance. 

 
(2) Shares were issued to three investors in settlement of anti-dilution provisions. The value of the shares issued is based on the market 

price at the date of the settlement. The Company recognized a loss from the settlement of $2,827,535. 

 
(3) Shares were valued based on actual cash proceeds received. 

 
(4) Shares for cashless exercise of options. 

 
(5) Shares were issued as prepayment for services through December 31, 2011 pursuant to a contract. The value of the shares issued is 

based on the market price at the date services commenced. The total value of the services was recognized as a prepaid expense and 

amortized equally over the period covered by the contract. 

 
(6) Shares were issued as severance to former employees. The value of the shares issued was based cash sales at date of issue. 

 
(7) Shares were issued upon conversion of a short-term convertible note.  The value of the shares issued was based on the conversion 

price of $1.00 per share. 

 
(8) Shares were issued to consultants. The value of the shares issued was based on recent cash sales at date of issue. 

 
(9) Shares were issued in exchange for CGNA shares.  See further discussion at Note 3 
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HUNT GLOBAL RESOURCES, INC. 

(A Development Stage Company) 

         Notes to Condensed Financial Statements 

       (Unaudited) 
 

Preferred Stock 
 

Other than the preferred shares issued in the CGNA transaction per Note 3, no preferred shares have been issued 

during 2011. 
 

Warrants 
 

The Company recognizes expenses related to share-based payments in accordance with ASC 505, Equity-Based 

Payments to Non-Employees,  for share-based payments to non-employees and ASC 718,  Compensation – Stock 

Compensation , for share-based payments to employees. The Company measures the expense for warrants issued during the 

six months ended June 30, 2011 based on the estimated fair value of the warrant on the date issued and recognizes expense 

over the period the service is provided. The weighted average fair values were calculated using the Black Scholes-Merton 

option pricing model. The following assumptions were used to determine the fair value of the warrants issued during the six 

months ended June 30, 2011: 
 

        

Expected stock price 

volatility     48.0 % 

Risk-free interest rate     1.1 % 

Dividend yield     0.0 % 

Expected life of warrants   2.8 years 

Weighted-average fair 

value   $ 1.99 

 
A summary of warrant activity for the six months ended June 30, 2011 follows: 

 

    Weighted- Weighted Average Aggregate 

  Shares Average Remaining Intrinsic 

  Underlying Exercise Contractual Value 

Description Warrants Price Term (in years) (In-The-Money) 

Outstanding at December 31, 2010 11,270,000 $0.94 0.9 $4,620,700 

Issued in debt settlement 490,000 0.50 4.6 416,500 

Issued in private placement 100,000 1.00 1.7 35,000 

Issued for services rendered 275,000 1.00 1.7 96,250 

Issued for conversion of note 200,000 1.00 2.0 70,000 

Issued upon note issuance 973,334 1.50 2.0 - 

Exercised (300,000) 0.55 - (222,750) 

Outstanding at June 30, 2011 13,008,334 $0.97 1.4 $5,015,700 

 
Stock Options 

 

In addition to the options issued in the CGNA transaction, in March 2011, we issued 153,846 shares of common 

stock to one investor upon his cashless exercise of options.   A summary of option activity for the six months ended June 30, 

2011 is as follows: 
 

Description 

Shares Underlying 

Options 

Weighted 

Average 

Exercise 

Price 

Weighted Average 

Remaining Term (in 

years) 

Aggregate Intrinsic 

Value 

(In-The-Money) 

Outstanding at December 31, 2010 956,666 $0.76 1.33 $564,433 

Granted 9,245,000 1.00 2.50 3,235,750 

Exercised (153,846) 0.65 - (182,968) 

Outstanding at June 30, 2011 10,047,820 $0.99 2.33 $3,617,215 

Exercisable at June 30, 2011 802,820 $0.78 1.00 $1,782,260 

 



Note 7: Subsequent Event 
 

Capital Raises 
 

Subsequent to June 30, 2011, the Company has raised an additional $1,600,000 from common stock sales under a 

private placement and $455,000 in notes payable.  The stock issuances were executed between $0.75 and $1.00 per 

share.  The notes payable were issued on similar terms as the recent issuances discussed in Note 4 above. 
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ITEM 2.   MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 

OPERATIONS 
 

The following discussion should be read in conjunction with our unaudited financial statements and notes thereto 

included herein. In connection with, and because we desire to take advantage of, the "safe harbor" provisions of the Private 

Securities Litigation Reform Act of 1995, we caution readers regarding certain forward looking statements in the following 

discussion and elsewhere in this report and in any other statement made by, or on our behalf, whether or not in future filings 

with the Securities and Exchange Commission. Forward-looking statements are statements not based on historical 

information and which relate to future operations, strategies, financial results or other developments. Forward looking 

statements are necessarily based upon estimates and assumptions that are inherently subject to significant business, 

economic and competitive uncertainties and contingencies, many of which are beyond our control and many of which, with 

respect to future business decisions, are subject to change. These uncertainties and contingencies can affect actual results and 

could cause actual results to differ materially from those expressed in any forward looking statements made by, or on our 

behalf. We disclaim any obligation to update forward-looking statements. 
 

The independent registered public accounting firm's report on the Company's financial statements as of December 

31, 2010, and for each of the years in the two-year period then ended, includes a "going concern" explanatory paragraph, that 

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

PLAN OF OPERATIONS 
 

On March 2, 2011, the Company entered into an acquisition agreement to acquire CGNA. The CGNA assets that 

we acquired under the Acquisition Agreement include an operating tire recycling plant, license agreements and 189 

worldwide patents for a method of recycling 100% of scrap tires with a near zero carbon footprint (the “Carbon Green 

System”).  The Carbon Green System was created during a five year timeframe that was devoted to developing, testing, 

patenting and building a fully operational system that breaks down, separates and recycles 100% of scrap tires into reusable 

materials. The operating plant, located in the nation of Cyprus, is currently the world’s largest commercially operating 

“pyrolysis” plant.  Under the Acquisition Agreement the Company will also assume existing license agreements that call for 

the Company to receive $2 million dollars per year for five years beginning 2011 from licensees (who would otherwise 

forfeit licenses), and additional royalties projected to be $60 million by year end 2011, if sales and construction goals are 

met by licensees.  It is The Company's intention to build ten tire recycling plants in North America during the next five years 

to address the growing environmental problems caused by hundreds of millions of waste tires annually. 
 

With the acquisition of CGNA, the Company is now focused on building revenue streams in three markets, (1) 

Frac sand, the Company currently has a mining lease on a 350 acre site located in Conroe Texas that contains approximately 

40 million tons of materials including a large percentage of frac sand and the Company has entered into an agreement to 

acquire an additional lease on 900 acres containing approximately 100 million tons of “Northern White” frac sand which is 

the highest quality and most valuable natural frac sand availabl (the lease is based on the Company completing satisfactory 

due diligence that includes all of the permits that will be required to begin operations), (2) developing facilities in the U.S. 

devoted separating and recycling reusable materials from scrap tires and (3) manufacture of biofuels and resin coatings from 

its plant it acquired in 2009 (from Momentum Biofuels).  The Company plans to begin construction on a frac sand 

processing plant for the Conroe lease during 2011.  The Company is pursuing several means of raising capital to fund the 

construction and operation of these projects in order to  develop revenue from these sources as soon as possible. 
 

RESULTS OF OPERATIONS 
 

For the Six Months Ended June 30, 2011 Compared to the Six Months Ended June 30, 2010 
 

During the six months ended June 30, 2011 and June 30, 2010, the Company recognized very little revenues from 

its operational activities.  The revenues in 2011 were generated from the pyrolysis plant in the nation of Cyprus for the four 

month period we have owned CGNA (from March 1 through June 30, 2011).  These product revenues consisted of recycled 

rubber and steel that was extracted and separated under its patented technology. 
 

During the six months ended June 30, 2011, we incurred $6,173,303 in selling and general administrative expenses 

compared to $1,782,131 during the six months ended June 30, 2010. The increase of $4,391,172 was a result of $2,774,977 

of compensation expenses related to stock options granted pursuant to the CGNA Acquisition Agreement, $381,475 of 

expenses associated with CGNA for the four month period we have owned that company and increases in audit/accounting 

($70,000), share based compensation ($575,000), consulting ($300,000) and property taxes ($240,000). 

  
  

-13- 
 
 

 



 

  

  

During the six months ended June 30, 2011, we incurred $4,987,408 in depreciation and amortization expenses 

compared to $52,836 during the six months ended June 30, 2010. The increase of $4,934,572 was a result of depreciation 

and amortization associated with the acquisition of property, plant and equipment and intangible assets in the CGNA 

transaction.  Amortization of the intangible assets acquired from CGNA was $4,636,668 during the four month period we 

have owned that company. 
 

During the six months ended June 30, 2011, other expenses of $8,348,511 were recorded as compared to $377,011 

during the six months ended June 30, 2010. Other expenses increased by $7,971,500 primarily as a result of the following: 
 

·The Company issued 980,000 shares of common stock with a value of $3,116,400 and warrants for the purchase of 

490,000 shares of common stock with a value of $1,349,905 to settle $490,000 of notes payable, resulting in a loss of 

$3,976,305. 

 
·The Company issued 897,630 shares of common stock with a value of $2,827,535 to settle claims against the company 

for anti-dilution privileges related to debt previously retired. 

 
The Company issued short-term convertible notes containing beneficial conversion features and warrants resulting in the 

debt being discounted by $3,233,837. The debt discount is being accreted through a charge to interest over the remaining 

terms of the convertible notes. The charge to interest expense related to the debt discounts totaled $1,038,836 during the 

six months ended June 30, 2011. 

 
For the Three Months Ended June 30, 2011 Compared to the Three Months Ended June 30, 2010 
 

During the six months ended June 30, 2011 and June 30, 2010, the Company recognized very little revenues from 

its operational activities.  The revenues in 2011 were generated from the pyrolysis plant in the nation of Cyprus for the four 

month period we have owned CGNA (March 1 through June 30, 2011).  These product revenues consisted of recycled 

rubber and steel that was extracted and separated under its patented technology. 
 

During the three months ended June 30, 2011, we incurred $4,168,734 in selling and general administrative 

expenses compared to $925,186 during the three months ended June 30, 2010. The increase of $3,243,548 was a result of 

$2,774,977 of compensation expenses related to stock options granted pursuant to the CGNA Acquisition Agreement, 

expenses associated with CGNA ($180,000) for the four month period we have owned that company and increases in legal 

expenses ($125,000), property taxes ($110,000) and public company expenses ($100,000). 
 

During the three months ended June 30, 2011, we incurred $3,740,063 in depreciation and amortization expenses 

compared to $26,576 during the three months ended June 30, 2010. The increase of $3,713,487 was a result of depreciation 

and amortization associated with the acquisition of property, plant and equipment and intangible assets in the CGNA 

transaction.  Amortization of the intangible assets acquired from CGNA was $3,477,501 during the three month period. 
 

During the three months ended June 30, 2011, other expense of $1,316,631 was recorded as compared to $200,763 

during the three months ended June 30, 2010. Other expenses increased by $1,115,868 primarily as a result of the Company 

issuing short-term convertible notes containing beneficial conversion features and warrants resulting in the debt being 

discounted by $3,233,837. The debt discount is being accreted through a charge to interest expense over the remaining terms 

of the convertible notes. The charge to interest expense related to the debt discounts totaled $1,038,836 during the three 

months ended June 30, 2011. 
 

LIQUIDITY AND CAPITAL RESOURCES 
 

At June 30, 2011, we, we had a working capital deficit of $6,175,495. We raised $3,130,000 in cash from 

short-term convertible promissory notes and borrowed $146,541 from a bank during the second quarter of 2011 to fund day 

to day operations.  Subsequent to June 30, 2011, we raised and additional $2,055,000 from the sale of common stock and 

issuance of notes payable.  We are currently looking for additional capital to fund our updated business plan.  We are 

pursuing several capital raising opportunities at this time.  There can be no assurance we will be successful in raising such 

capital on favorable terms, if at all. 
 

Net cash used in operating activities during the six months ended June 30, 2011 was $2,897,942 compared to net 

cash used in operating activities during the six months ended June 30, 2010 of $1,851,466. This increase was due to an 

increase in operations resulting from becoming a public company, expenses associated with the acquisition and operation of 

CGNA and activities associated with raising capital. 
 

Net cash provided by investing activities during the six months ended June 30, 2011 was $179,749 compared to 

net cash provided by investing activities of $480,094 during the six months ended June 30, 2010.  In 2011, $295,824 in cash 

was received as a part of the CGNA acquisition.  In 2010, we received $536,265 in cash from the sale of Reserve Oil 

Technologies. 
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Net cash provided by financing activities during the six months ended June 30, 2011was $3,366,962 compared to 

$1,365,606 in cash provided by our financing activities during the six months ended June 30, 2010.  This $2,001,356 

increase in cash flows from financing activities was primarily due to issuances of short-term convertible notes totaling 

$3,300,000, partially offset by a decrease in cash received from common stock sales of approximately $850,000 and an 

increase in payments on notes payable of approximately $575,000 during the six month period ended June 30, 2011 

compared to the comparable prior year period. 
 

Need for Additional Financing 
 

As previously disclosed, we are actively seeking capital to fund each of our operating segments.  We believe we 

will be able to continue to raise minimal operating capital as we have done for the past two years. We believe the recent 

convertible debt raise will fund our near term cash flow needs.  Should we successfully obtain the debt or equity capital we 

are currently pursuing, we should have sufficient capital to fund at least one of our operating segments to revenue stage in 

late 2011.  Should we not be profitable at that point, we will have to seek loans or equity placements to cover such cash 

needs.  No other commitments to provide additional funds have been made by our management or other stockholders. 

Accordingly, there can be no assurance that any additional funds will be available to us to allow it to cover our expenses as 

they may be incurred. 
 

ITEM 3.  QUANTATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK. 
 

The current loans on Hunt’s books are in default and are subject to high interest rates.  Should Hunt successfully 

close any of the capital raises discussed above, approximately $3.8 million of the proceeds will be used to retire the existing 

debt obligations. Should Hunt successfully complete this refinancing of debt, its financial condition will be improved and the 

cost of capital will be reduced via a more favorable interest rate. 
 

ITEM 4. CONTROLS AND PROCEDURES 
 

Disclosures Controls and Procedures 
 

We have adopted and maintain disclosure controls and procedures (as such term is defined in Rules 13a 15(e) and 

15d-15(e) under the Securities Exchange Act of 1934, as amended (the "Exchange Act")) that are designed to ensure that 

information required to be disclosed in our reports under the Exchange Act, is recorded, processed, summarized and reported 

within the time periods required under the SEC's rules and forms and that the information is gathered and communicated to 

our management, including our Chief Executive Officer (Principal Executive Officer) and Chief Financial Officer (Principal 

Accounting Officer)(Principal Financial Officer), as appropriate, to allow for timely decisions regarding required disclosure. 
 

As required by SEC Rule 15d-15(b), Messrs. Sharp and Horne our Chief Executive Officer and Chief Financial 

Officer for the quarter ended June 30, 2010, carried out an evaluation under the supervision and with the participation of our 

management, of the effectiveness of the design and operation of our disclosure controls and procedures pursuant to 

Exchange Act Rule 15d-14 as of the end of the period covered by this report. Based on the foregoing evaluation, Messrs. 

Sharp and Horne have concluded that our disclosure controls and procedures are not effective in timely alerting them to 

material information required to be included in our periodic SEC filings and to ensure that information required to be 

disclosed in our periodic SEC filings is accumulated and communicated to our management, including our Chief Executive 

Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure as a result of the deficiency in 

our internal control over financial reporting discussed below. 
 

There were significant changes in our internal control over financial reporting that occurred during the fiscal 

quarter ended June 30, 2011, as a result of material weaknesses identified in 2010.  We are continuing to implement controls 

and procedures that will improve our controls over financial reporting as well as significantly improving the timeliness in 

meeting our financial reporting requirements. 
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PART II. OTHER INFORMATION 
 

ITEM 1. LEGAL PROCEEDINGS -  NONE 
 

ITEM 1A. RISK FACTORS 
 

See risk factors included in Form 10-K filed on April 15, 2011 for risk factors. 
 

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS 
 

On May 2 and 4, 2011, we issued warrants to purchase 973,334 shares of common stock to two accredited 

investors as a bonus upon conversion of a promissory note.  The warrants have an exercise price of $1.50 per share and 

expire on March 7, 2013.  This transaction was made in reliance upon exemptions from registration under Section 4(2) of 

the Securities Act. The certificates to be issued for these unregistered securities will contain a legend stating that the 

securities have not been registered under the Securities Act and setting forth the restrictions on the transferability and the 

sale of the securities. No underwriter participated in, nor did we pay any commissions or fees to any underwriter, in this 

transaction. These transactions did not involve a public offering. The recipients were knowledgeable about our operations 

and financial condition. The recipients had knowledge and experience in financial and business matters that allowed them to 

evaluate the merits and risk of receipt of these securities. 
 

ITEM 3. DEFAULTS UPON SENIOR SECURITIES -  NONE 
 

ITEM 5. OTHER INFORMATION -  NONE. 
 

ITEM 6. EXHIBITS 
 

The following is a complete list of exhibits filed as part of this Form 10-Q. Exhibit numbers correspond to the 

numbers in the Exhibit Table of Item 601 of Regulation S-K. 
 

Exhibit 31.1                      Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley 

Act 

Exhibit 31.2                      Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley 

Act 

Exhibit 32.1                      Certification of Principal Executive Officer pursuant to Section 906 of the 

Sarbanes-Oxley Act 

Exhibit 32.2                      Certification of Principal Financial Officer pursuant to Section 906 of the 

Sarbanes-Oxley Act 
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SIGNATURES 
 

Pursuant to the requirements of Section 12 of the Securities and Exchange Act of 1934, the Registrant has duly 

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

 

HUNT GLOBAL 

RESOURCES, INC. 
 

By:  /s/George T. 

Sharp                              

George T. Sharp, 

Chief Executive Officer, 

Principal Executive Officer 

and Director 
 

By  /s/Michael P. 

Horne                            

Michael P. Horne, 

Chief Financial Officer, 

Principal Accounting Officer, 

Principal Financial Officer and 

Director. 
 

 

Date: August 12, 2011 
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Exhibit 31.1 

  

CERTIFICATION OF PERIODIC REPORT 

  

I, George T. Sharp, certify that: 

  

1. I have reviewed this quarterly report on Form 10-Q of Hunt Global Resources, Inc.; 

  

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 the 

Company's 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 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: August 12, 2011 

  

/s/ George T. Sharp    

George T. Sharp, Chief Executive Officer, 

Principal Executive Officer and Director 

 
  

  
 
 

 



 

  

 



 

Exhibit 31.2 

  

CERTIFICATION OF PERIODIC REPORT 

  

I, Michael P. Horne, certify that: 

  

1. I have reviewed this quarterly report on Form 10-Q of Hunt Global Resources, Inc.; 

  

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 the 

Company's 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 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:  August 12, 2011 
 

/s/ Michael P. Horne 

Michael P. Horne, Chief Financial Officer, 

Principal Financial Officer, Principal Accounting Officer and Director 
 

  

  
 
 

 



 

  

 



 

Exhibit 32.1 

  

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER 

  

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 accompanying Quarterly Report on Form 10-Q of Hunt Global Resources, Inc. for the quarter ended 

June 30, 2011, I, George T. Sharp, the Chief Executive Officer, hereby certify pursuant to 18 U.S.C. Section 1350, as 

adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to my knowledge, that: 

  

a) such Quarterly Report on Form 10-Q of Hunt Global Resources, Inc. for the quarter ended June 30, 2011, fully complies 

with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

  

b) the information contained in such Quarterly Report on Form 10-Q of Hunt Global Resources, Inc. for the quarter ended 

June 30, 2011, fairly presents, in all material respects, the financial condition and results of operations of Tombstone 

Technologies, Inc. 
 

  

Date:  August 12, 2011 

  

/s/ George T. Sharp 

George T. Sharp, Chief Executive Officer, 

Principal Executive Officer and Director 

 
This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except 

to the extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of Section 18 of the 

Securities Exchange Act of 1934, as amended. 
 
 

 

  

  
 
 

 



 

  

 



 

Exhibit 32.2 

  

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER 

  

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 accompanying Quarterly Report on Form 10-Q of Hunt Global Resources, Inc. for the quarter ended 

June 30, 2011, I, Michael P. Horne, the Chief Financial Officer, hereby certify pursuant to 18 U.S.C. Section 1350, as 

adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to my knowledge, that: 

  

a) such Quarterly Report on Form 10-Q of Hunt Global Resources, Inc. for the quarter ended June 30, 2011, fully complies 

with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

  

b) the information contained in such Quarterly Report on Form 10-Q of Hunt Global Resources, Inc. for the quarter ended 

June 30, 2010, fairly presents, in all material respects, the financial condition and results of operations of Tombstone 

Technologies, Inc. 
 

  

Date:  August 12, 2011 

  

 /s/ Michael P. Horne 

Michael P. Horne, Chief Financial Officer, Principal Financial Officer, Principal Accounting Officer and Director 

 
This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except 

to the extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of 

Section 18 of the Securities Exchange Act of 1934, as amended. 
 

 

 
 

  

  
 
 

 



 

  



 

Document and Entity Information 

Document and Entity Information  
6 Months Ended 

 06/30/2011  
08/10/2011  

Document Type 10-Q   

Amendment Flag false   

Document Period End Date 2011-06-30   

Entity Registrant Name HUNT GLOBAL RESOURCES, 

INC. 

  

Entity Central Index Key 0001377318   

Current Fiscal Year End Date --12-31   

Document Fiscal Period Focus Q2   

Document Fiscal Year Focus 2,011   

Entity Filer Category Smaller Reporting Company   

Entity Common Stock, Shares Outstanding   70,795,582 



 
CONDENSED CONSOLIDATED BALANCE SHEETS 

CONDENSED CONSOLIDATED BALANCE SHEETS  06/30/2011  12/31/2010  

ASSETS   

Current assets:   
Cash and cash equivalents $ 1,732,484 $ 1,069,473 

Accounts receivable 67,061   

Short-term loan receivable 50,000   

Related party receivables 72,801 29,413 

Inventory 274,604   

Prepaid royalties to related parties 634,986 622,986 

Prepaid expenses and other 390,697 59,074 

Total current assets 3,222,634 1,780,946 

Property, plant and equipment, net of accumulated depreciation 11,954,261 918,047 

Surface mining rights and royalty agreement 3,696,177 3,696,177 

Intangible assets, net of accumulated amortization 134,463,332   

Other assets 15,000 25,000 

Total assets 153,351,403 6,420,170 

LIABILITIES AND SHAREHOLDERS' EQUITY   

Current liabilities:   
Accounts payable, including amounts due to related parties 1,378,470 757,879 

Accrued dividend payable 232,344 46,666 

Accrued interest payable 179,236 323,653 

Accrued liability to related party 1,236,607 276,000 

Other current liabilities 439,648   

Notes payable, net of unamortized discount of $2,195,001 at June 30, 2011 5,431,824 4,346,704 

Notes payable to related parties 500,000 1,100,000 

Total current liabilities 9,398,129 6,850,902 

Shareholders' equity (deficit)   
Preferred stock, no par value, 1,000,000 shares authorized 99,258,656 2,724,781 

Common stock, no par value, 500,000,000 shares authorized, 70,795,582 and 37,442,453 shares issued and outstanding at June 30, 

2011 and December 31, 2010, respectively 

72,702,624 13,884,175 

Additional paid-in capital 7,932,370   

Shareholder receivable (8,782,141)   

Unissued common stock 297,350   

Accumulated other comprehensive income (loss) 459,373   

Loss accumulated during the development stage (36,319,475) (17,039,688) 

Total Hunt Global Resources, Inc. shareholders' equity (deficit) 135,548,757 (430,732) 

Non-controlling interest 8,404,517   

Total shareholders' equity (deficit) 143,953,274 (430,732) 

Total liabilities and shareholders' equity (deficit) $ 153,351,403 $ 6,420,170 



 
CONDENSED CONSOLIDATED BALANCE SHEETS (Parenthetical) 

CONDENSED CONSOLIDATED BALANCE 

SHEETS 

 (Parenthetical)  

06/30/2011  12/31/2010  

Notes payable, unamortized discount $ 2,195,001   

Preferred stock, shares authorized 1,000,000 1,000,000 

Common stock, no par value     

Common stock, shares authorized 500,000,00
0 

500,000,00
0 

Common stock, shares issued 70,795,582 37,442,453 

Common stock, shares outstanding 70,795,582 37,442,453 



 
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS  
3 Months Ended 

 06/30/2011  

6 Months Ended 

 06/30/2011  
06/30/2011  

3 Months Ended 

 06/30/2010  

6 Months Ended 

 06/30/2010  

Product Sales $ 133,566 $ 160,251 $ 160,251     

Cost of sales 314,517 359,696 359,696     

Gross profit (180,951) (199,445) (199,445)     

Operating expenses   
Selling, general and administrative 4,168,734 6,173,303 18,316,234 925,186 1,782,131 

Depreciation and amortization 3,740,063 4,987,407 5,129,797 26,576 52,836 

Total operating expenses 7,908,797 11,160,710 23,446,029 951,762 1,834,967 

Loss from operations (8,089,748) (11,360,155) (23,645,474) (951,762) (1,834,967) 

Other income and (expenses):   
Interest income 31,890 31,890 46,100 24 5,036 

Interest expense 1,260,011 1,460,551 3,909,983 200,787 382,047 

Loss on debt conversion   (3,976,305) (4,904,286)     

Loss from settlement   (2,827,535) (2,827,535)     

Equity in loss of Momentum (4,750) (32,250) (250,921)     

Loss on investment (25,427) (25,427) (1,198,022)     

Other expense (58,333) (58,333) (58,333)     

Total other income (expenses) (1,316,631) (8,348,511) (13,102,880) (200,763) (377,011) 

Net loss (9,406,379) (19,708,666) (36,748,354) (1,152,525) (2,211,978) 

Less net loss attributable to non-controlling interests 377,624 428,879 428,879     

Net loss attributable to Hunt Global Resources, Inc. (9,028,755) (19,279,787) (36,319,745) (1,152,525) (2,211,978) 

Preferred stock dividends (139,258) (232,344) (372,096)     

Net loss attributable to common stock $ (9,168,013) $ (19,512,131) $ (36,691,571) $ (1,152,525) $ (2,211,978) 

Net loss per common share - basic and diluted $ (0.13) $ (0.3)   $ (0.01) $ (0.03) 

Weighted average number of common shares outstanding - basic and 

diluted 

70,632,326 64,464,725   85,017,995 85,017,995 



 
CONDENSED CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY 

CONDENSED CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY  Accumulated During the Development Stage [Member]  Shareholder Receivable [Member]  Unissued Common Stock [Member]  
Accumulated Other Comprehensive Income 

 (Loss) [Member]  
Additional Paid-in Capital [Member]  Common Stock [Member]  Non-Controlling Interest [Member]  Class A Convertible Preferred Stock [Member]  Class B Convertible Preferred Stock [Member]  Total  

Balance at 2010-12-31 (17,039,688)         13,884,175   2,414,139 310,642 (430,732) 

Common stock issued for cash           195,000       195,000 

Cash received for stock that remains unissued at period end     297,350             297,350 

Common stock issued for services and prepaid services           492,450       492,450 

Warrants issued for services         573,653         573,653 

Options issued for 9,245,000 shares to vest over 29 months         2,774,975         2,774,975 

Common stock issued upon exercise of stock options and warrants           82,500       82,500 

Acquisition of Carbon Green NA, Inc.   (8,782,141)       51,902,896 8,833,396 44,138,978 52,627,241 148,720,370 

Common stock issued in debt conversion           3,318,068       3,318,068 

Warrants issued in debt conversion         1,349,905         1,349,905 

Warrants issued in connection with convertible debt         628,739         628,739 

Value of beneficial conversion feature associated with convertible debt         2,605,098         2,605,098 

Common stock issued under settlement agreement           2,827,535       2,827,535 

Preferred stock dividends                 (232,344) (232,344) 

Comprehensive income: 
  

Net loss (19,279,787)           (428,879)     (19,708,666) 

Foreign currency translation adjustment       459,373           459,373 

Total comprehensive income                   (19,279,787) 

Balance at 2011-06-30 (36,319,475) (8,782,141) 297,350 459,373 7,932,370 72,702,624 8,404,517 46,553,117 52,705,539 143,953,274 



 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  
6 Months Ended 

 06/30/2011  

6 Months Ended 

 06/30/2010  
06/30/2011  

Cash flows from operating activities   
Net loss $ (19,708,666) $ (2,211,978) $ (36,748,354) 

Adjustments to reconcile net loss to net cash used in operating activities: 
  

Depreciation and amortization 4,987,407 52,836 5,129,797 

Common stock and options issued for services 3,629,078 225,001 10,105,794 

Loss on investment 25,427   1,198,022 

Loss on debt conversion 3,976,305   4,904,286 

Loss on settlement agreement 2,827,535   2,827,535 

Equity in losses of Momentum 32,250   250,921 

Common stock issued for payment of accrued interest     888,941 

Accretion of debt discount on convertible debt 1,038,836   1,038,836 

Investment exchanged for services     10,000 

Issuance of note payable for consulting     500,000 

Changes in operating assets and liabilities, net of acquisitions   
Accounts receivable 131,112   131,112 

Related party receivables (43,388) (137,708) (72,801) 

Inventory (8,986)   (8,986) 

Prepaid expenses and other assets 48,873 (195,724) (633,187) 

Accounts payable and accrued liabilities 166,275 416,107 2,165,124 

Net cash used in operating activities (2,897,942) (1,851,466) (8,312,962) 

Cash flows from investing activities   
Purchases of property and equipment (93,825) (46,171) (144,260) 

Investment in Momentum (32,250)   (220,921) 

Other investments 10,000 (10,000) (15,000) 

Investment in Reserve Oil Technologies     (46,416) 

Proceeds from the sale of Reserve Oil Technologies   536,265 536,265 

Cash received in acquisition of Carbon Green NA, Inc. 295,824   295,824 

Net cash provided by investing activities 179,749 480,094 455,492 

Cash flows from financing activities   
Proceeds from issuances of common stock 574,850 1,428,000 6,516,850 

Proceeds from notes payable 3,330,000   3,811,699 

Proceeds from bank loan 146,514   146,514 

Payment of dividends on preferred stock (46,666)   (46,666) 

Payments on notes payable (637,736) (62,394) (852,685) 

Net cash provided by (used in) financing activities 3,366,962 1,365,606 9,575,712 

Effect of exchange rate changes on cash and cash equivalents 12,242   14,242 

Increase (decrease) in cash and cash equivalents 663,011 (5,766) 1,732,484 

Cash and cash equivalents, beginning of period 1,069,473 5,766   

Cash and cash equivalents, end of period 1,732,484   1,732,484 

Supplemental disclosure of cash flow information:   
Interest paid $ 332,919 $ 170,452   



 
Basis of Presentation 

Basis of Presentation  
6 Months Ended 

 06/30/2011  

Basis of Presentation Note 1: Basis of Presentation 
 

The accompanying unaudited condensed financial statements of Hunt Global Resources, Inc. 

("Hunt" or the "Company") have been prepared in accordance with accounting principles generally 

accepted in the United States of America for interim financial information and with the instructions to 

Form 10-Q and Regulation S-K. Accordingly, they do not include all of the information and footnotes 

required by accounting principles generally accepted in the United States of America for complete 

financial statements. In the opinion of the Company, the accompanying unaudited condensed financial 

statements contain all adjustments (consisting of only normal recurring accruals) necessary to present 

fairly the financial position as of June 30, 2011, the results of operations for the six and three months 

ended June 30, 2011, the shareholder's equity and cash flows for the six months ended June 30, 2011. 

These financial statements should be read in conjunction with the audited financial statements and notes 

thereto contained in the Company's annual report on Form 10-K for the year ended December 31, 2010. 

There have been no updates or changes to our audited financial statements for the year ended December 

31, 2010. The results of operations for the six and three months ended June 30, 2011 are not necessarily 

indicative of the results to be expected for the full year. The Company has established the following 

accounting policies: 
 

Inventory 
 

All inventory is stated at the lower of cost and net realizable values. Cost is determined using 

the weighted average method. Net realizable value is the estimated selling price in the ordinary course of 

business, less the costs to completion and selling expenses. Inventory consists of raw materials and 

finished goods inventory. 
 

Property, Plant and Equipment 
 

Property, plant and equipment are stated at cost less accumulated depreciation and any 

impairment losses. Expenditures for new facilities or equipment and expenditures that extend the useful 

lives of existing facilities or equipment are capitalized and depreciated using the straight-line method at 

rates sufficient to depreciate such costs over the estimated productive lives. The Company ' s 

depreciation rates on fixed assets are as follows: 
        

    

Useful life (in 

years)   

Building     25   

Office equipment     10   

Manufacturing 

equipment, 

vehicles, computers     5   

 
Gains and losses on the disposal of property, plant and equipment are determined by 

comparing proceeds with the carrying amount and are included in the consolidated statement of 

operations and comprehensive income. 
 

Intangible Assets 
 

Intangible assets acquired separately are measured on initial recognition at cost. The cost of 

intangible assets acquired in a business combination is the fair value as at their date of acquisition. 

Following initial recognition, intangible assets are carried at cost less any accumulated amortization and 

any accumulated impairment losses. Internally generated intangible assets are not capitalized and 

expenditure is recognized in the consolidated statement of operations and comprehensive income in the 

year in which the expenditure is incurred. Intangible assets consist of licenses, intellectual property and 

surface mining rights. Intangible assets related to licenses and intellectual property were measured on 

initial recognition at fair value, and are being amortized over 10 years. Intangible assets related to 

surface mining rights were valued based on the historical cost of the underlying property to the 

Company's primary shareholders, including the debt assumed by the Company. Surface mining rights 

will be amortized using a unit-of-production method based on estimated recoverable units once 

production commences. 
 

The following table presents the cost, accumulated amortization and carrying value of intangible assets 

as of June 30, 2011: 



    Estimated                     

    

Useful 

Lives           Accumulated     Carrying   

Intangible Assets   (Years)     Cost     Amortization     Value   

Licenses     10     $ 48,963,200     $ 1,632,108     $ 47,331,092   

Intellectual property     10       90,136,800     $ 3,004,560       87,132,240   

Surface mining rights     *       3,696,177       -       3,696,177   
                                  

* Amortized using 

units-of-production 

method 
          $ 142,796,177     $ 4,636,668     $ 138,159,509   

 
Amortization expense related to intangible assets held by the Company for the six months 

ended June 30, 2011 and 2010 was $4,636,668 and $0, respectively. The estimated amortization expense 

to be recognized during the six months ended December 31, 2011 is approximately $6,955,000. 

Estimated amortization expense for each of the next five fiscal years ending December 31, is 

approximately $13,910,000. These estimates do not include amortization of the surface mining rights, as 

they will be amortized using the units-of-production method based on estimated recoverable units and 

the timing of production that cannot be reasonably estimated at this time. 
 

Revenue Recognition 
 

The Company recognizes revenue, net of any taxes, when persuasive evidence of a customer or 

distributor arrangement exists or acceptance occurs, receipt of goods by customer occurs, the price is 

fixed or determinable, and the sales revenues are considered collectible. Subject to these criteria, the 

Company generally recognizes revenue at the time of shipment or delivery to the customer, and when the 

customer takes ownership and assumes risk of loss based on shipping terms. 
 

Going Concern 
 

The Company's financial statements for the six months ended June 30, 2011 have been 

prepared on a going concern basis, which contemplates the realization of assets and the settlement of 

liabilities in the normal course of business. The Company reported an accumulated deficit of 

$36,319,475 as of June 30, 2011. The Company recognized losses of $11,160,710 from its operational 

activities during the six months ended June 30, 2011. These factors raise substantial doubt about the 

Company's ability to continue as a going concern. 
 

Recent Accounting Pronouncements 
 

There were no accounting standards and interpretations issued during the six months ended 

June 30, 2011, which are expected to have a material impact on the Company's financial position, 

operations or cash flows. 



 
Reverse Merger 

Reverse Merger  
6 Months Ended 

 06/30/2011  

Reverse Merger Note 2: Reverse Merger 
 

On October 29, 2010, we acquired Tombstone Technologies, Inc. ("Tombstone"), a Colorado 

corporation. Although Tombstone was the surviving legal entity; Hunt remained the financial reporting entity 

and the merger was treated as a recapitalization. The transaction was considered a recapitalization because, 

prior to the transaction, Tombstone was a public company with limited assets or operations and, upon 

completion of the transaction, Hunt shareholders emerged with a controlling 94.6% interest in the merged 

Company. Subsequent to the transaction, Tombstone changed its name to Hunt Global Resources, Inc. 



 
Acquisitions 

Acquisitions  
6 Months Ended 

 06/30/2011  

Acquisitions Note 3: Acquisitions 
 

Carbon Green N.A., Inc. (CGNA) Acquisition 
 

On March 2, 2011, the Company entered into an acquisition agreement (the "Acquisition Agreement") 

to acquire substantially all of the equity of CGNA in exchange for the issuance of 30,249,256 shares of the 

Company's common stock, 123,675 shares of the Company's Class A Preferred Stock, 123,675 shares of the 

Company's Class B Preferred stock, 24,000 warrants to acquire shares of the Company's Class A Preferred Stock 

at an exercise price of $208 a share expiring on March 2, 2016, and 38,285 warrants to purchase shares of the 

Company's Class B Preferred Stock at an exercise price of $248 a share expiring on March 2, 2016. 
 

The Company obtained a valuation of CGNA provided by a valuation expert. It was concluded that the 

intangible assets of CGNA had a value of $139.1 million. The remainder of the purchase price was allocated to 

the other assets and liabilities based on book values which approximated fair values at March 2, 2011. Using the 

market price of Hunt common stock as of the March 2, 2011 acquisition date, the purchase price of the 

acquisition of Carbon Green would have been in excess of $300,000,000. Hunt concluded that using the fair 

value of the assets and liabilities assumed was a more accurate calculation of the value of CGNA versus the 

market price of the Hunt common stock on the date of the acquisition. The revised allocation of the purchase 

price is as follows: 
 

Description   

Allocated Purchase 

Price   

Assets acquired:       

Current assets   $ 1,002,394   

Property, plant and 

equipment     10,935,427   

Intangible assets         

Licenses     48,963,200   
Intellectual 

property     90,136,800   

Liabilities assumed     (2,316,450 ) 

Non-controlling 

interests     (8,833,396 ) 

Total purchase 

price   $ 139,887,975   

 
Summarized financial information for CGNA assuming 100% ownership, is as follows: 

 

Balance Sheet 

Data 
Balance at June 30, 

2011   

Current assets $ 872,933   

Property, plant 

and equipment, 

net   11,092,014   

Intangible assets, 

net   134,463,332   

Current liabilities   (2,509,770 ) 
        

        

  From March 2, 2011   

  (Acquisition Date)   

Statement of 

Operations Data To June 30, 2011   

Revenues $ 160,251   
Cost of sales   359,696   

Gross profit   (199,445 ) 



General and 

administrative 

expenses   381,475   

Depreciation and 

amortization   4,931,607   

Loss from 

operations   (5,512,528 ) 

Other expenses   (87,057 ) 

Net loss $ (5,599,585 ) 

 
The Acquisition Agreement also includes provisions for the Company to issue certain directors, 

employees, advisers, vendors and consultants of CGNA stock options to purchase up to 10,000,000 shares of our 

common stock, 9,245,000 of which have been designated at an exercise price of $1.00 per share, expiring on 

March 2, 2014. These options that have been designated will not begin vesting until September 1, 2011 and will 

then vest in equal portions over eight quarters. 
 

The acquisition of Carbon Green under the Merger Agreement was intended to qualify as a tax-free 

reorganization under the provisions of Section 368 of the Internal Revenue Code of 1986, as amended, and to be 

accounted for on a purchase basis. 
 

Minnesota Frac-Sand Operation 
 

On May 25, 2011, the Company entered into a proposed agreement to acquire the mining rights to 

over 900 acres of land containing an estimated 100-million tons of Northern White frac-sand. The transaction is 

expected to be closed once due diligence that includes approvals by regulatory agencies, further testing of the 

sand deposits and final negotiations of the terms of the lease has been completed. 



 
Property, Plant and Equipment 

Property, Plant and Equipment  
6 Months Ended 

 06/30/2011  

Property, Plant and Equipment Note 4: Property, Plant and Equipment 
 

Property, plant and equipment consist of the following as of June 30, 2011 and December 31, 

2010: 
 

Description   

June 30, 2011 

(Unaudited)     

December 31, 

2010   

Plant   $ 6,059,003     $ 998,000   

Manufacturing 

equipment     6,239,813       12,000   

Vehicles     97,598       25,000   

Office 

equipment     23,311       2,972   

Computer 

hardware     27,664       22,464   

Total     12,447,389       1,060,436   

Less: 

accumulated 

depreciation     (493,128 )     (142,389 ) 

Property, plant 

and equipment, 

net 
  $ 11,954,261     $ 918,047   

  



 
Convertible Notes 

Convertible Notes  
6 Months Ended 

 06/30/2011  

Convertible Notes Note 5: Convertible Notes 
 

In May 2011, the Company issued two 60 day convertible promissory notes totaling $930,000, 

bearing interest at 10% per year, with principal and interest due at maturity. The notes, including unpaid 

interest, are convertible at maturity, at the holders' option, into shares of the Company at a conversion price 

of $1.50 per share. Under the terms of the convertible notes, the holders received 973,334 detachable 

warrants to purchase shares of the Company's common stock at an exercise price of $1.50 per share 

expiring in two years. In March 2011, the Company issued a 60 day convertible promissory note in the 

amount of $200,000, bearing interest at 5% per year, with principal and interest due at maturity. The note, 

including unpaid interest, is convertible at maturity, at the holder's option, into shares of the Company at a 

conversion price of $1.00 per share. Under the terms of the convertible note, the holder received 200,000 

detachable warrants to purchase shares of the Company's common stock at an exercise price of $1.50 per 

share expiring in two years. 
 

In accordance with ASC 470-20, Debt with Conversion and Other Options, the proceeds received 

from the convertible notes were allocated between the convertible notes and the detachable warrants based 

on the relative fair value of the convertible notes without the warrants and the warrants. The portion of the 

proceeds allocated to the warrants was recognized as additional paid-in capital and a debt discount. In 

addition, the convertible notes contained a beneficial conversion feature at issuance equal to the intrinsic 

value of the market price of the underlying shares and the effective conversion price of the underlying 

shares. The beneficial conversion feature was recognized as additional paid-in capital, limited to the 

amount of proceeds received, and a debt discount. The debt discount related to warrants and the beneficial 

conversion feature is accreted into interest expense through maturity of the notes. 
 

In June 2011, the Company issued six 180 day convertible promissory notes totaling $2,400,000, 

bearing interest at 10% with principal and interest due at maturity. The notes, including unpaid interest, are 

convertible at maturity, at the holders' option, into stock units of one share and one warrant at a conversion 

price of $1.00 per unit. The non-detachable warrants contain an exercise price of $1.51 per share and expire 

in two years. 
 

The convertible notes contained a beneficial conversion feature at issuance equal to the intrinsic 

value of the market price of the underlying shares plus the fair value of the warrants and the conversion 

price of the convertible debt instrument. The beneficial conversion feature was recognized as additional 

paid-in capital, limited to the amount of proceeds received, and a corresponding debt discount to be 

accreted into interest expense through maturity of the notes. The weighted-average fair values of the 

detachable and non-detachable warrants were calculated using the Black Scholes-Merton pricing model 

using the following assumptions: 
 

Expected volatility of 

underlying stock     58.38 % 

Risk-free interest rate     0.45 % 

Dividend yield     0.00 % 

Expected life of 

warrants   2 years 

Weighted-average fair 

value of warrants   $ 0.95 

The following table provides an analysis of activity related to convertible notes for the six months ended 

June 30, 2011: 
 

Description   Amount   

Proceeds received 

on issuance of new 

notes in 2011   $ 3,330,000   

Discount allocated 

to warrants     (628,739 ) 

Discount allocated 

to beneficial 

conversion feature     2,605,098   

Convertible notes 

after discount     96,163   



Accretion of 

discount to interest 

expense     1,038,836   
Conversion through 

issuance of common 

stock     (200,000 ) 

Convertible notes at 

June 30, 2011 
  $ 934,999   

Unamortized 

discount at June 30, 

2011 
  $ 2,195,001   

Total allocated to 

additional paid-in 

capital 
  $ 3,233,837   

Total shares of 

common stock to be 

issued, if-converted 
  $ 2,886,666   

Aggregate value of 

shares, if-converted 

at June 30, 2011 
  $ 3,896,999   

If-converted value 

in excess of 

principal balance 
  $ 2,962,000   

Contractual interest 

expense for six 

months ended June 

30, 2011 
  $ 10,166   

Effective interest 

rate on convertible 

notes 
  Greater than 100%   
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Shareholders' Equity Note 6: Shareholders' Equity 
 

Common Stock 
 

In January 2011, we increased the authorized shares of common stock from 100,000,000 to 

500,000,000. Presented below is an analysis of common stock activity during the six months ended June 

30, 2011: 

2011 Share Issuances   Shares Issued   

Per Share 

Value   Total Value 

Issuance of common stock/warrants in units 

on conversion of debt (1) 980,000 $ $3.18 $ 3,116,400 

Issuance of common stock in settlement with 

investors (2) 897,630   $3.15 $ 2,827,535 

Sale of common stock/warrants in units in a 

private placement (3) 240,000   $0.81 $ 195,000 

Issuance of common stock upon exercise of 

warrants (3) 398,436   

$0.00 - 

$0.55 $ 82,500 

Issuance of common stock upon exercise of 

options (4) 128,846   - $ - 

Issuance of common stock for services (5) 200,000   $2.12 $ 424,000 

Issuance of common stock as compensation (6) 31,305   $1.03 $ 32,050 

Issuance of common stock/warrants in units 

on conversion of debt (7) 201,668 $ $1.00 $ 201,668 

Issuance of common stock as compensation (8) 26,000   $1.04 $ 36,400 

Issuance of common stock upon acquisition 

of CGNA (9) 30,249,256 3 $1.72 $ 51,902,894 

 
 

(1) Shares were issued upon conversion of $490,000 of principal due under a note payable. Four note holders with 

a balance due of $110,000 have elected not to convert. The value of the shares issued was based on the market 

price at the date of conversion. The Company recognized a loss on debt conversion of $2,626,400 related to this 

share and warrant issuance. 

 
(2) Shares were issued to three investors in settlement of anti-dilution provisions. The value of the shares issued is 

based on the market price at the date of the settlement. The Company recognized a loss from the settlement of 

$2,827,535. 

 
(3) Shares were valued based on actual cash proceeds received. 

 
(4) Shares for cashless exercise of options. 

 
(5) Shares were issued as prepayment for services through December 31, 2011 pursuant to a contract. The value of 

the shares issued is based on the market price at the date services commenced. The total value of the services was 

recognized as a prepaid expense and amortized equally over the period covered by the contract. 

 
(6) Shares were issued as severance to former employees. The value of the shares issued was based cash sales at 

date of issue. 

 
(7) Shares were issued upon conversion of a short-term convertible note. The value of the shares issued was based 

on the conversion price of $1.00 per share. 

 
(8) Shares were issued to consultants. The value of the shares issued was based on recent cash sales at date of 

issue. 

 
(9) Shares were issued in exchange for CGNA shares. See further discussion at Note 3 

 
Preferred Stock 



 

Other than the preferred shares issued in the CGNA transaction per Note 3, no preferred shares 

have been issued during 2011. 
 

Warrants 
 

The Company recognizes expenses related to share-based payments in accordance with ASC 

505, Equity-Based Payments to Non-Employees,  for share-based payments to non-employees and ASC 

718, Compensation - Stock Compensation , for share-based payments to employees. The Company 

measures the expense for warrants issued during the six months ended June 30, 2011 based on the 

estimated fair value of the warrant on the date issued and recognizes expense over the period the service 

is provided. The weighted average fair values were calculated using the Black Scholes-Merton option 

pricing model. The following assumptions were used to determine the fair value of the warrants issued 

during the six months ended June 30, 2011: 
 

        

Expected stock price 

volatility     48.0 % 

Risk-free interest rate     1.1 % 

Dividend yield     0.0 % 

Expected life of 

warrants   2.8 years 

Weighted-average fair 

value   $ 1.99 

 
A summary of warrant activity for the six months ended June 30, 2011 follows: 

 

    Weighted- Weighted Average Aggregate 

  Shares Average Remaining Intrinsic 

  Underlying Exercise Contractual Value 

Description Warrants Price Term (in years) (In-The-Money) 

Outstanding at December 31, 

2010 11,270,000 $0.94 0.9 $4,620,700 

Issued in debt settlement 490,000 0.50 4.6 416,500 

Issued in private placement 100,000 1.00 1.7 35,000 

Issued for services rendered 275,000 1.00 1.7 96,250 

Issued for conversion of note 200,000 1.00 2.0 70,000 

Issued upon note issuance 973,334 1.50 2.0 - 

Exercised (300,000) 0.55 - (222,750) 

Outstanding at June 30, 2011 13,008,334 $0.97 1.4 $5,015,700 

 
Stock Options 

 

In addition to the options issued in the CGNA transaction, in March 2011, we issued 153,846 

shares of common stock to one investor upon his cashless exercise of options. A summary of option 

activity for the six months ended June 30, 2011 is as follows: 
 

Description 

Shares Underlying 

Options 

Weighted 

Average 

Exercise 

Price 

Weighted Average 

Remaining Term 

(in years) 

Aggregate 

Intrinsic Value 

(In-The-Money) 

Outstanding at December 31, 

2010 956,666 $0.76 1.33 $564,433 

Granted 9,245,000 1.00 2.50 3,235,750 

Exercised (153,846) 0.65 - (182,968) 

Outstanding at June 30, 2011 10,047,820 $0.99 2.33 $3,617,215 

Exercisable at June 30, 2011 802,820 $0.78 1.00 $1,782,260 
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Subsequent Events Note 7: Subsequent Event 
 

Capital Raises 
 

Subsequent to June 30, 2011, the Company has raised an additional $1,600,000 from common 

stock sales under a private placement and $455,000 in notes payable. The stock issuances were executed 

between $0.75 and $1.00 per share. The notes payable were issued on similar terms as the recent issuances 

discussed in Note 4 above. 
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