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ENERGY REVENUE AMERICA, INC. 
NOTES TO UNAUDITED FINANCIAL STATEMENTS 
 
 

 

 
 

NOTE A – NATURE OF BUSINESS  

 
Organization and Description of Business 

 
Energy Revenue America , Inc.  (“ERA”) (“The Company”) was incorporated in the State of Nevada on 

October 17, 1997 as Scotties Fish and Chips, Inc. The issuer changed its name to European Day Spa and Tanning 

Salon Holding Company, Inc. on October 5, 2000. The issuer changed its name to European Diversified Holding 

Company on October 15, 2002. Subsequently, the issuer merged with NavStar Technologies, Inc. on July 16, 2007 

and changed its name to NavStar Technologies, Inc. 

 

On July 18, 2012 the Company removed 17,868,867 shares, accounted for as outstanding shares, from a pool of 

shares then earmarked for future needs such as incentive compensation for management and employees of the  

Company. This resulted in no impact to results of operations or shareholders’ deficit. 
 

The issuer merged (“The Merger”) with Energy Revenue America, LLC on July 31, 2012, and changed its name to 

Energy Revenue America, Inc. 

 

As a term of the merger, ERA did not acquire assets and did not assume obligations of the predecessor company. 

This resulted in $585,918 included in Accumulated Deficit. 

 

 ERA is primarily engaged in the acquisition, exploration and development of oil and natural gas. ERA owns gas     

wells located in Northeast Oklahoma. ERA currently owns 33 natural gas wells and approximately 65 miles of 

pipeline on 3,000 acres in Oklahoma. Currently, ERA neither owns nor operates any oil wells. 

 
 

NOTE B – GOING CONCERN 

 
As indicated in the accompanying financial statements, the Company has an accumulated deficit of $20,851,766 

and outstanding debt obligations of $5,930,619 as of September 30, 2015. 

 

These matters raise substantial doubt about the Company’s ability to continue as a going concern. However, the 
accompanying financial statements have been prepared on a going concern basis, which contemplates the realization 

of assets and satisfaction of liabilities in the normal course of business. These financial statements do not include any 

adjustments relating to the recovery of the recorded assets or the classification of the liabilities that might be 

necessary should the Company be unable to continue as a going concern. 

 
 

NOTE C – OIL AND GAS INTERESTS 

 
ERA is currently participating in natural gas exploration activities in Northeast Oklahoma. All of ERA’s gas properties are 

located in the United States. 

 

As of September 30, 2015, the present value of the estimated future net revenue exceeds the carrying value of the evaluated gas 

properties; therefore, no impairment is required. The carrying value of ERA’s evaluated gas properties at September 30, 2015  

was $3,050,001. 

 
 

NOTE D – SALE OF WORKING INTEREST 

 

In 2014 the Company sold a working interest in ten natural gas wells for $400,000. The buyer will retain a 90% interest in 

each of the ten wells. The Company will retain 10%. The proceeds are included in the Statement of Operations. 
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NOTE E- EXTRAORDINARY GAIN 
 

 In the quarter ended September 30, 2015, the Company was relieved from its obligation by a creditor. The principal 

and interest totaled $2,487,190. This is reflected as an Extraordinary Gain such in the Consolidated Statement of 

Income. 

 

 

NOTE F- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

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

management to make estimates and assumptions that affect the amounts of assets and liabilities and disclosure of  

contingent assets and liabilities at the date of the financial statements and reported amounts of revenues and 

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

 
Cash Equivalents 

 

The Company considers all highly-liquid investments with an original maturity of three months or less to be cash 

equivalents. There were no cash equivalents at September 30, 2015. 

 

Equipment and Depreciation 

 
Equipment is stated at cost and is depreciated using the straight line method over the estimated useful lives of 

the respective assets. Routine maintenance, repairs and replacement costs are expensed as incurred and 

improvements that extend the useful life of the assets are capitalized. When equipment is sold or otherwise 

disposed of, the cost and related accumulated depreciation are eliminated from the accounts and any resulting gain 

or loss is recognized in operations. There were no purchases or sales of equipment, nor was any depreciation 

recorded during the period presented in the financial statements. The estimated useful lives of fixed assets are 5 

years.  
 

Revenue Recognition 

 
The Company recognizes revenue from the sale of products and services in accordance with Accounting Standards 

Codification 605 (ASC 605) and Securities and Exchange Commission Staff Accounting Bulletin No. 104 

“Revenue Recognition in Financial Statements” (“SAB No. 104”). Revenues will be recognized when all of the 

following criteria have been met: persuasive evidence for an arrangement exists; delivery has occurred or services 

have been rendered; the fee is fixed or determinable; and collectability is reasonably assured. 

 
Income Taxes 

 
The Company accounts for income taxes in accordance with Accounting Standards Codification 740, Tax 

Provisions. Deferred tax assets and liabilities are measured using enacted tax rates in effect for the year in which 

those temporary differences are expected to be recovered or settled. No deferred tax assets have been recorded as 

future taxable income is not reasonably assured. 

 
 

NOTE G – RELATED PARTY TRANSACTIONS 

 

 Included in Advances on the Consolidated Balance Sheet are cash advances from officers and Board Members of the 
Company in order to fund the operations of the Company. These amounts totaled $152,170 at September 30, 2015. 
These advances bear no interest. 
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NOTE H – CONVERTIBLE NOTES 

 

Convertible notes payable amounted to $1,426,600 as of September 30, 2015. Accrued and unpaid interest related to 
these notes was $980,493. These notes originated from 54 investors, and are dated from June 4, 2010 through April 24, 
2012. Each note bears interest at 15% per anum. None of the Note Holders are related parties  

 

The Notes are convertible into the ERA’s Common Stock, at a rate of between $1 and $3.   

There were no conversions in the quarter ended September 30, 2015.  

 

 

  NOTE I – NOTES PAYABLE 

 

In June, 2011 ERA acquired all of the issued and outstanding shares of common stock of Envirotek Fuel Systems, 
Inc., (“Envirotek”) a Florida Corporation. The purchase price was $2,200,000 in the form of a promissory note. The 
accounts and transactions of Envirotek are included in these financial statements. All intercompany accounts have 
been eliminated. 
 
The promissory note provides for an interest rate of 12% per annum. The Company has made interest only payments 
during the term of the note. During the quarter ended September 30, 2015 the Company was relieved of its 
obligation by the creditor. The total principal and interest amounted to $2,487,190. See Note E. 

 

  
NOTE J – ADVANCES AND DEPOSITS 

 

Included in Advances and deposits is an option to acquire a working interest in leases of natural gas wells. The 
carrying value of this option is $20,000. The option expired on August 12th, 2014, yet the Company maintains an 
option until another party buys it. Effectively, it is a month to month option. 

 

 Also included in Advances and deposits is an overriding Royalty Interest in ten existing, reworked natural gas wells. 
The carrying value of this Interest is $25,000. 

 

 Management believes there exists no impairment to these assets, thus, no reserve has been recorded. 

 

 



F4 

ENERGY REVENUE AMERICA, INC. 
NOTES TO UNAUDITED FINANCIAL STATEMENTS 
 
 

 

 
 

NOTE K – INCOME TAXES 

 
The Company files an income tax return on a calendar year basis. At September 30, 2015, the Company had an 

unused net operating loss carryforward of approximately $22,579,139. For income tax purposes, this net operating 

loss carryforward expires at various times due to limitations imposed by the rules and regulations under  the 

Internal Revenue Code. These net operating loss carryforwards may result in future income tax benefits of 

approximately $7,000,000; however, because realization is uncertain at this time, a valuation reserve in the same 

amount has been established, in accordance with ASC 740. Deferred income taxes reflect the net effects of 
temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the 

amounts used for income tax purposes. 

 
The Company’s effective tax rate was 0% for the quarter ended September 30, 

2015. 

 

  Components of the Company’s deferred tax liabilities and assets are as follows: 

 
September 30,  

2015 
 
 
Deferred tax liabilities 

 
 

$0 

 
 
Net operating loss carryforwards 

 
 

$20,851,766 

Valuation allowances for deferred taxes   ($20,851,766 

 

    

Deferred tax assets 

 
$0 
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