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INDEPENDENT AUDITOR'S REPORT 

To the Shareholders of Fuse Cobalt Inc.  

Opinion 

We have audited the consolidated financial statements of Fuse Cobalt Inc. (the “Company”), which comprise the 
consolidated statements of financial position as at December 31, 2021 and 2020, and the consolidated statements of 
loss and comprehensive loss, cash flows, and changes in equity the years then ended, and notes to the consolidated 
financial statements, including a summary of significant accounting policies (collectively referred to as the “financial 
statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of 
the Company as at December 31, 2021 and 2020, and its financial performance and its cash flows for the years then 
ended in accordance with International Financial Reporting Standards.  

Basis for Opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under 
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section 
of our report. We are independent of the Company in accordance with the ethical requirements that are relevant to our 
audit of the financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with 
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our opinion.  

Material Uncertainty Related to Going Concern 

We draw attention to Note 1 to the financial statements, which describes matters and conditions that indicate the 
existence of a material uncertainty that may cast significant doubt about the Company’s ability to continue as a going 
concern. Our opinion is not modified in respect of this matter. 

Other Information 

Management is responsible for the other information. The other information comprises the information included in 
Management’s Discussion and Analysis. 

Our opinion on the financial statements does not cover the other information and we do not express any form of 
assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information identified 
above and, in doing so, consider whether the other information is materially inconsistent with the financial statements 
or our knowledge obtained in the audit, or otherwise appears to be materially misstated.   

We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we 
have performed, we conclude that there is a material misstatement of this other information, we are required to report 
that fact.  We have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the Financial Statements  

Management is responsible for the preparation and fair presentation of the financial statements in accordance with 
International Financial Reporting Standards, and for such internal control as management determines is necessary to 
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Company's ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of 
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic 
alternative but to do so. 

Those charged with governance are responsible for overseeing the Company's financial reporting process. 

 



 

 

Auditor's Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
Canadian generally accepted auditing standards will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could 
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.  
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional 
judgment and maintain professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or 
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Company’s internal control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates 
and related disclosures made by management. 

 Conclude on the appropriateness of management’s use of the going concern basis of accounting and based 
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may 
cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based 
on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions 
may cause the Company to cease to continue as a going concern. 

 Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, 
and whether the financial statements represent the underlying transactions and events in a manner that 
achieves fair presentation. 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing 
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during 
our audit. 

We also provide those charged with governance with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other matters that may 
reasonably be thought to bear on our independence, and where applicable, related safeguards. 

The engagement partner on the audit resulting in this independent auditor's report is Barry Hartley. 

 

DALE MATHESON CARR-HILTON LABONTE LLP 
CHARTERED PROFESSIONAL ACCOUNTANTS 
Vancouver, BC  

April 27, 2022 
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Fuse Cobalt Inc.  
Consolidated Statements of Financial Position 
31 December 2021 and 2020 
(Expressed in Canadian dollars) 
 

 Notes 
 

2021 2020 
  $ $ 
ASSETS    
    
Current assets    

Cash 5 684,359 224,547 
Amounts receivable  2,736 2,844 
Prepaid expenses  22,156 11,397 
    
  709,251 238,788 

    
Exploration and evaluation properties 6 3,710,800 3,787,038 

 
Total assets  4,420,051 4,025,826 
    
EQUITY AND LIABILITIES    
    
Current liabilities    
    
   Trade and other payables 7 45,297 27,046 

    
  45,297 27,046 
    
Equity     
Share capital 9 36,618,009 34,985,398 
Contributed surplus 9 6,425,494 7,165,026 
Deficit  (38,668,749) (38,151,644) 
    
Total equity   4,374,754 3,998,780 
    
Total equity and liabilities  4,420,051 4,025,826 

 
Nature of operations and going concern (Note 1), Commitments and contingencies (Note 15) 
and Subsequent events (Note 17). 
 
 
APPROVED BY THE BOARD: 
   
“Konstantin Lichtenwald”  “Robert Setter” 
Konstantin Lichtenwald  
 

 Robert Setter 



Fuse Cobalt Inc.  
Consolidated Statements of Loss and Comprehensive Loss 
For the years ended 31 December 2021 and 2020 
(Expressed in Canadian dollars) 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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 Notes 2021 2020 
  $ $ 
Administration expenses    
     Accounting and audit fees  21,750 25,037 
     Consulting fees 8 208,505 234,540 
     Corporate development 8 - 85,500 
     Legal fees  214 - 
     Marketing and communications  119,948 418,934 
     Office expenses  23,729 49,163 
     Rent  21,000 9,000 
     Share-based payments 8,9 - 676,216 
     Transfer agent and regulatory fees  48,819 120,409 
     Travel, lodging and food  896 3,006 
    
Loss before other items  (444,861) (1,621,805) 
    
Other income (expense)    
     Part XII.6 interest (expense) recovery  3,457 (3,457) 
     Foreign exchange gain  1,882 2,049 
     Impairment of exploration and evaluation properties 6 (77,583) - 
    
Net loss and comprehensive loss for the year  (517,105) (1,623,213) 
    
Loss per share    
Basic and diluted 10 (0.005) (0.023) 

 

 



Fuse Cobalt Inc.  
Consolidated Statements of Cash Flows 
For the years ended 31 December 2021 and 2020 
 (Expressed in Canadian dollars) 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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2021 2020  Notes 

  $ $ 
OPERATING ACTIVITIES    
Loss for the year  (517,105) (1,623,213) 
Adjustment for:    
   Share-based payment 9 - 676,216 
   Issuance of shares for services  - 5,000 
   Impairment of exploration and evaluation properties 6 77,583 - 
Changes in operating working capital:    

Decrease (increase) in amounts receivable  108 67 
Decrease (increase) in prepaid expenses  (10,759) (4,397) 
Increase (decrease) in trade and other payables   20,969 (104,891) 

    
Cash used in operating activities  (429,204) (1,051,218) 
    
INVESTING ACTIVITIES    

 
Exploration and evaluation properties expenditures 6 (4,063) (105,468) 
    
Cash used in investing activities  (4,063) (105,468) 
    
FINANCING ACTIVITIES    
    
Proceeds from issuance of common shares, net 9 - 680,000 
Exercise of warrants 9 490,579 591,642 
Exercise of options 9 402,500 75,000 
 
Cash from financing activities  893,079 1,346,642 
    
Increase in cash  459,812 189,956 
 
Cash, beginning of year  224,547 34,591 
    
Cash, end of year  684,359 224,547 

 
Supplemental cash flow information (Note 11) 



Fuse Cobalt Inc.  
Consolidated Statements of Changes in Equity  
For the years ended 31 December 2021 and 2020 
 (Expressed in Canadian dollars) 

The accompanying notes are an integral part of these consolidated financial statements. 
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 Notes 

Number of 
common 

shares 
Common 

shares 
Contributed 

Surplus Deficit Total 
   $ $ $ $ 
Balances, 1 January 2020  27,491,566 33,385,619 6,511,947 (36,528,431) 3,369,135 
Shares issued for:       
     Cash 9 27,200,000 370,000 310,000 - 680,000 
     Finder’s fees 9 2,845,000 - - - - 
     Exercise of options 9 2,000,000 137,306 (62,306) - 75,000 
     Exercise of warrants 9 18,409,832 882,922 (291,280) - 591,642 
     Exploration and evaluation properties 9 5,000,000 225,000 - - 225,000 
     Services 9 200,000 5,000 - - 5,000 
Share issue costs – finder’s warrants 9 - (20,449) 20,449 - - 
Share-based payments 9 - - 676,216 - 676,216 
Net and comprehensive loss for the year  - - - (1,623,213)    (1,623,213) 
       
Balances, 31 December 2020  83,146,398 34,985,398 7,165,026 (38,151,644) 3,998,780 
Shares issued for       
     Cash 9 - - - - - 
     Exercise of options 9 10,399,999 896,753 (494,253) - 402,500 
     Exercise of warrants 9 16,821,500 735,858 (245,279) - 490,579 
Net loss for the year  - - - (517,105) (517,105) 
       
Balances, 31 December 2021  110,367,897 36,618,009 6,425,494 (38,668,749) 4,374,754 



Fuse Cobalt Inc.  
Notes to the Consolidated Financial Statements 
For the years ended 31 December 2021 and 2020 
 (Expressed in Canadian dollars) 
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1. NATURE OF OPERATIONS AND GOING CONCERN 

 
Fuse Cobalt Inc. (the “Company”) was incorporated in Manitoba on 11 February 1998 and 
continued into British Columbia on 31 May 2016. The Company currently holds interests in 
exploration and evaluation properties in the province of Ontario, Canada and held an interest in 
exploration and evaluation properties in the state of Nevada, USA. The Company is an exploration 
stage company which is engaged in the acquisition, exploration and development of energy metals 
projects. The Company is listed on the TSX Venture Exchange (“TSXV”) having the symbol 
FUSE, as a Tier 2 mining issuer and is in the process of exploring its mineral properties. 
 
The head office and principal address is located at Suite 1220, 789 West Pender Street, Vancouver, 
British Columbia, V6C 1H2. 
 

1.1 Going concern 
 
These consolidated financial statements have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”) applicable to a going concern which assumes that the 
Company will be able to continue its operations and will be able to realize its assets and discharge 
its liabilities in the normal course of business for the foreseeable future. 
 
The Company had cash of $684,359 at 31 December 2021 (2020: $224,547), but management 
cannot provide assurance that the Company will ultimately achieve profitable operations, or raise 
additional debt and/or equity capital.  
 
In March 2020, the World Health Organization declared coronavirus COVID-19 a global 
pandemic. This contagious disease outbreak, which has continued to spread, and any related 
adverse public health developments, has adversely affected workforces, economies, and financial 
markets globally, potentially leading to an economic downturn. It is not possible for the Company 
to predict the duration or magnitude of the adverse results of the outbreak and its effects on the 
Company’s business or ability to raise funds. The Company is in the process of exploring its 
mineral property interests and has not yet determined whether they contain mineral reserves that 
are economically recoverable. The Company’s continuing operations and the underlying value and 
recoverability of the amounts shown for mineral properties are entirely dependent upon the 
existence of economically recoverable mineral reserves, the ability of the Company to obtain the 
necessary financing to complete the exploration and development of its mineral property interests, 
and on future profitable production from or proceeds from the disposition of its mineral property 
interests. These material uncertainties may cast significant doubt upon the Company’s ability to 
continue as a going concern. 

 
These consolidated financial statements do not reflect any adjustments to the carrying values of 
assets and liabilities and the reported amounts of expenses and balance sheet classifications that 
would be necessary if the going concern assumption was not appropriate and such adjustments 
could be material. 
 
 
 

 
 
 
 



Fuse Cobalt Inc.  
Notes to the Consolidated Financial Statements 
For the years ended 31 December 2021 and 2020 
 (Expressed in Canadian dollars) 
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2. BASIS OF PREPARATION 
 
2.1 Basis of presentation 

 
These consolidated financial statements include the accounts of the Company and its 100% wholly 
owned subsidiary Fuse Cobalt USA Inc. (“Fuse USA”). Fuse USA was incorporated in the state of 
Nevada. Inter-company balances and transactions, including unrealized income and expenses 
arising from inter-company transactions, are eliminated on consolidation. 
 
The consolidated financial statements have been prepared on a historical cost basis  except for 
certain financial instruments which are measured at fair value (Note 12). 

 
The consolidated financial statements are presented in Canadian dollars, which is the functional 
currency of the Company and its subsidiary, and all values are rounded to the nearest dollar. 

 
2.2 Statement of compliance 
 

The consolidated financial statements of the Company have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting 
Standards Board (“IASB”). 
 

2.3 Approval of the financial statements 
 

The consolidated financial statements of the Company for the year ended 31 December 2021 were 
approved and authorized for issue by the Board of Directors on 27 April 2022.  

 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
3.1 Accounting standards issued but not yet effective 
  

Accounting standards or amendments to existing accounting standards that have been issued but 
have future effective dates are either not applicable or are not expected to have a significant impact 
on the Company’s consolidated financial statements. 

 
3.2 Foreign currency transactions 
 

At the transaction date, each asset, liability, revenue and expense denominated in a foreign currency 
is translated into Canadian dollars by the use of the exchange rate in effect on that date. At the year-
end date, monetary assets and liabilities are translated into Canadian dollars by using the exchange 
rate in effect at the year-end date and the related translation differences are recognized in net 
income. 
 
Non-monetary assets and liabilities that are measured at historical cost are translated into Canadian 
dollars by using the exchange rate in effect at the date of the initial transaction and are not 
subsequently remeasured. 
 
 
 
 
 



Fuse Cobalt Inc.  
Notes to the Consolidated Financial Statements 
For the years ended 31 December 2021 and 2020 
 (Expressed in Canadian dollars) 
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3.3 Restricted cash 
 

The Company, from time to time, issues flow-through shares and renounces qualified exploration 
expenditures to the subscribers of such shares. Amounts renounced but not yet expended form the 
basis for the restricted cash. 

 

3.4 Revenue recognition 
 

The Company recognizes revenue in accordance with IFRS 15 Revenue. Revenue is recognized 
when it is probable that any future economic benefit associated with the item of revenue will flow 
to the Company, and the amount of revenue can be measured with reliability. Outsourced 
exploration revenue is recognized on the accrual basis as services are provided in accordance with 
relevant agreements. 

 
3.5 Exploration and evaluation properties 
 

Following the acquisition of a legal right to explore a property, all direct costs related to the 
acquisition of the property are deferred until the property to which they relate is placed into 
production, sold, allowed to lapse or abandoned. Mineral property acquisition costs include cash 
consideration and the fair market value of common shares issued for mineral property interests 
based on the trading price of the shares. These costs will be amortized over the estimated life of the 
property following commencement of commercial production, or written off if the property is sold, 
allowed to lapse or abandoned. Once commercial production has commenced, the net costs of the 
applicable property, will be charged to operations using the unit-of-production method based on 
reserves. Proceeds received from the sale of any interest in a property are first credited against the 
carrying value of the property, with any excess included in the consolidated statement of loss and 
comprehensive loss for the period.  On an ongoing basis, the Company evaluates each property 
based on results to date to determine the nature of exploration work that is warranted in the future. 
Impairment may occur in the carrying value of mineral interests when one of the following 
conditions exists: 
 

i) The Company’s work program on a property has significantly changed, so that previously 
identified resource targets or work programs are no longer being pursued; 

ii) Exploration results are not promising and no more work is being planned in the foreseeable 
future; or 

iii) The remaining lease terms are insufficient to conduct necessary studies or exploration 
work. 
 

Once impairment has been determined, the carrying value will be written-down to net recoverable 
amount. When the carrying value of the property exceeds its recoverable amount, which is the 
higher of the asset’s fair value less costs to sell and value in use, the asset is written down 
accordingly. As a result, the direct costs related to the acquisition of mineral property interests in 
excess of estimated recoveries are written off to impairment of exploration and evaluation 
properties in the statement of loss and comprehensive loss. 
 
The Company enters into property option agreements, whereby the Company will transfer part of 
a mineral interest, as consideration for the incurring of certain exploration and evaluation 
expenditures by the optionee which would otherwise have been undertaken by the Company. The 
Company does not record any expenditures made by the optionee on its behalf. Any cash 
consideration received from the agreement is credited against the costs previously capitalized to 
the property, with any excess cash accounted for as a gain on disposal. 



Fuse Cobalt Inc.  
Notes to the Consolidated Financial Statements 
For the years ended 31 December 2021 and 2020 
 (Expressed in Canadian dollars) 
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3.6 Impairment of long-lived assets 
 

The recoverability of long-lived assets is assessed when an event occurs that indicates impairment. 
Recoverability is based on factors such as future asset utilization and the future discounted cash 
flows expected to result from the use or sale of the related assets. An impairment loss is recognized 
in the period when it is determined that the carrying amount of the asset will not be recoverable. At 
that time, the carrying amount is written down to the recoverable amount, which equals the higher 
of fair value less costs to sell and value in use.  Impairment losses are recognized in profit or loss. 
 
An assessment is made at each reporting date as to whether there is any indication that previously 
recognized impairment losses may no longer exist or may have decreased. If such indication exists, 
the recoverable amount is estimated.  A previously recognized impairment loss is reversed only if 
there has been a change in the estimates used to determine the asset’s recoverable amount.  An 
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the 
carrying amount that would have been determined, net of depreciation, if no impairment loss had 
been recognized. 

 
3.7 Financial instruments 

 
The following is the Company’s accounting policy for financial instruments under IFRS 9: 
 
(i) Classification 
 
The Company classifies its financial instruments in the following categories: at fair value through 
profit and loss (“FVTPL”), at fair value through other comprehensive income (loss) (“FVTOCI”) 
or at amortized cost. The Company determines the classification of financial assets at initial 
recognition. The classification of debt instruments is driven by the Company’s business model for 
managing the financial assets and their contractual cash flow characteristics.  Equity instruments 
that are held for trading are classified as FVTPL. For other equity instruments, on the day of 
acquisition the Company can make an irrevocable election (on an instrument-by-instrument basis) 
to designate them as at FVTOCI. Financial liabilities are measured at amortized cost, unless they 
are required to be measured at FVTPL (such as instruments held for trading or derivatives) or if the 
Company has opted to measure them at FVTPL. 
 
(ii) Measurement  
 
Financial assets and liabilities at amortized cost 
Financial assets and liabilities at amortized cost are initially recognized at fair value plus or minus 
transaction costs, respectively, and subsequently carried at amortized cost less any impairment. 

 
Financial assets and liabilities at FVTPL 
Financial assets and liabilities carried at FVTPL are initially recorded at fair value and transaction 
costs are expensed in the consolidated statements of loss and comprehensive net loss. Realized and 
unrealized gains and losses arising from changes in the fair value of the financial assets and 
liabilities held at FVTPL are included in the consolidated statements of loss and comprehensive 
loss in the period in which they arise.  
 
Debt investments at FVOCI 
These assets are subsequently measured at fair value. Interest income calculated using the effective 
interest method, foreign exchange gains and losses and impairment are recognised in profit or loss. 



Fuse Cobalt Inc.  
Notes to the Consolidated Financial Statements 
For the years ended 31 December 2021 and 2020 
 (Expressed in Canadian dollars) 
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Other net gains and losses are recognised in OCI. On derecognition, gains and losses accumulated 
in OCI are reclassified to profit or loss 

 
Equity investments at FVOCI 
These assets are subsequently measured at fair value. Dividends are recognised as income in profit 
or loss unless the dividend clearly represents a recovery of part of the cost of the investment. Other 
net gains and losses are recognised in OCI and are never reclassified to profit or loss. 
 
(iii) Impairment of financial assets at amortized cost 
 
The Company recognizes a loss allowance for expected credit losses on financial assets that are 
measured at amortized cost.  At each reporting date, the Company measures the loss allowance for 
the financial asset at an amount equal to the lifetime expected credit losses if the credit risk on the 
financial asset has increased significantly since initial recognition. If at the reporting date, the 
financial asset has not increased significantly since initial recognition, the Company measures the 
loss allowance for the financial asset at an amount equal to the twelve month expected credit losses. 
The Company shall recognize in the consolidated statements of loss and comprehensive loss, as an 
impairment gain or loss, the amount of expected credit losses (or reversal) that is required to adjust 
the loss allowance at the reporting date to the amount that is required to be recognized.  
 
(iv) Derecognition  
 
Financial assets 
The Company derecognizes financial assets only when the contractual rights to cash flows from 
the financial assets expire, or when it transfers the financial assets and substantially all of the 
associated risks and rewards of ownership to another entity.  
 
Financial liabilities 
 
The Company derecognizes a financial liability when its contractual obligations are discharged or 
cancelled, or expire.  The Company also derecognizes a financial liability when the terms of the 
liability are modified such that the terms and / or cash flows of the modified instrument are 
substantially different, in which case a new financial liability based on the modified terms is 
recognized at fair value.   
 
Gains and losses on derecognition are generally recognized in profit or loss. 

 
3.8 Decommissioning, restoration and similar liabilities  
 

The Company recognizes provisions for statutory, contractual, constructive or legal obligations 
associated with the reclamation of exploration and evaluation properties and retirement of long-
term assets, when those obligations result from the acquisition, construction, development or 
normal operation of the assets.  The net present value of future cost estimates arising from the 
decommissioning of plant, site restoration work and other similar retirement activities is added to 
the carrying amount of the related asset, and depreciated on the same basis as the related asset, 
along with a corresponding increase in the provision in the period incurred.  Discount rates using a 
pre-tax rate that reflect the current market assessments of the time value of money are used to 
calculate the net present value.   
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Notes to the Consolidated Financial Statements 
For the years ended 31 December 2021 and 2020 
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The Company’s estimates of reclamation costs could change as a result of changes in regulatory 
requirements, discount rates and assumptions regarding the amount and timing of the future 
expenditures.  These changes are recorded directly to the related asset with a corresponding entry 
to the provision. 

 
3.9 Income taxes 
 

Income tax expense is comprised of current and deferred tax. Current tax and deferred tax are 
recognized in net income except to the extent that they relate to items recognized directly in equity 
or in other comprehensive loss/income. 
 
Current income taxes are recognized for the estimated income taxes payable or receivable on 
taxable income or loss for the current year and any adjustment to income taxes payable in respect 
of previous years. Current income taxes are determined using tax rates and tax laws that have been 
enacted or substantively enacted by the year-end date. 
 
Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability 
differs from its tax base, except temporary differences arising on the initial recognition of an asset 
or liability in a transaction which is not a business combination and at the time of the transaction 
affects neither accounting nor taxable profit or loss. 
 
Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary 
differences is restricted to those instances where it is probable that future taxable profit will be 
available against which the deferred tax asset can be utilized. At the end of each reporting period 
the Company reassesses unrecognized deferred tax assets. The Company recognizes a previously 
unrecognized deferred tax asset to the extent that it has become probable that future taxable profit 
will allow the deferred tax asset to be recovered. 
 

3.10 Share capital 
 

Equity instruments are contracts that give a residual interest in the net assets of the Company. 
Financial instruments issued by the Company are classified as equity only to the extent that they 
do not meet the definition of a financial liability.  The Company’s common shares, share warrants 
and options are classified as equity instruments. 
 
Incremental costs directly attributable to the issue of new shares or options are shown in equity as 
a deduction, net of tax, from proceeds. 
 

3.11 Flow-through shares 

The Company, from time to time, issues flow-through common shares to finance a portion of its 
exploration programs. Pursuant to the terms of the flow-through share agreements, these shares 
transfer the tax deductibility of qualifying resource expenditures to investors. On issuance, the 
Company bifurcates the flow-through shares into i) a flow-through share premium, equal to the 
estimated premium, if any, investors pay for the flow-through feature, which is recognized as a 
liability, and ii) share capital.  Upon expenses being incurred, the Company derecognizes the 
liability and recognizes a deferred tax liability for the amount of tax reduction renounced to the 
shareholders. The premium reversal is recognized as a reduction in the deferred tax expense and 
the related deferred tax is recognized as a tax provision. 
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Proceeds received from the issuance of flow-through shares are restricted to be used only for 
qualifying Canadian resource property exploration expenditures, within the prescribed period. The 
portion of proceeds received but not yet expended at the end of the period is disclosed separately 
within restricted cash. 
 
The Company may also be subject to a Part XII.6 tax on flow-through proceeds renounced under 
the look-back rule, in accordance with Government of Canada income tax regulations. When 
applicable, this tax is accrued as a financial expense until paid. 

 
3.12 Loss per share 
 

Basic loss per share is computed by dividing the net loss applicable to common shares of the 
Company by the weighted average number of common shares outstanding for the relevant period. 
Diluted loss per common share is computed by dividing the net loss applicable to common shares 
by the sum of the weighted average number of common shares issued and outstanding and all 
additional common shares that would have been outstanding if potentially dilutive instruments were 
converted. 
 

3.13 Share-based payments 
 

Where equity-settled share options are awarded to employees, the fair value of the options at the 
date of grant is charged to the statement of comprehensive loss over the vesting period. Performance 
vesting conditions are taken into account by adjusting the number of equity instruments expected 
to vest at each reporting date so that, ultimately, the cumulative amount recognized over the vesting 
period is based on the number of options that eventually vest. Non- vesting conditions and market 
vesting conditions are factored into the fair value of the options granted. 
 
Where the terms and conditions of options are modified before they vest, any increase in the fair 
value of the options, measured immediately before and after the modification, is also charged to 
the consolidated statement of loss and comprehensive loss over the remaining vesting period. 
 
Where equity instruments are granted to non-employees, they are recorded at the fair value of the 
goods or services received in the consolidated statement of loss and comprehensive loss, unless 
they are related to the issuance of shares, in which case they are recorded as a reduction of share 
capital. 
 
When the value of goods or services received in exchange for the share-based payment cannot be 
reliably estimated, the fair value is measured by use of a valuation model. The expected life used 
in the model is adjusted, based on management’s best estimate, for the effects of non-transferability, 
exercise restrictions, and behavioural considerations. 
 
All equity-settled share-based payments are reflected in contributed surplus, until exercised. Upon 
exercise, the shares are issued from treasury and the amount reflected in contributed surplus is 
credited to share capital, adjusted for any consideration paid. 
 
Where a grant of options is cancelled or settled during the vesting period, excluding forfeitures 
when vesting conditions are not satisfied, the Company accounts for the cancellation as an 
acceleration of vesting and recognizes the amount that otherwise would have been recognized for 
services received over the remainder of the vesting period. Any payment made to the employee on 
the cancellation is accounted for as the repurchase of an equity interest except to the extent the 
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payment exceeds the fair value of the equity instrument granted, measured at the repurchase date.  
Any such excess is recognized as an expense. 

 
3.14 Leases 
 

IFRS 16, “Leases”. This standard introduces a single lessee accounting model and requires a lessee 
to recognize assets and liabilities for all leases with a term of more than 12 months, unless the 
underlying asset is of low value. A lessee is required to recognize a right-of-use asset representing 
its right to use the underlying asset and a lease liability representing its obligation to make lease 
payments. This standard substantially carries forward the lessor accounting requirements of IAS 
17, while requiring enhanced disclosures to be provided by lessors. Other areas of the lease 
accounting model have been impacted, including the definition of a lease. This Company had no 
leases that qualified under IFRS 16 during the year ended 31 December 2021 and 2020. 
 

4.  CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS 
 
The Company makes estimates about the future that affect the reported amounts of assets and 
liabilities. Estimates and judgments are continually evaluated based on historical experience and 
other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. In the future, actual experience may differ from these estimates and assumptions. 
 
Areas requiring a significant degree of estimation and judgment relate to the fair value 
measurements for financial instruments and share-based payments, the recognition and valuation 
of provisions for decommissioning liabilities, the carrying value of exploration and evaluation 
properties, the valuation of all liability and equity instruments including warrants and stock options, 
the recoverability and measurement of deferred tax assets and liabilities and ability to continue as 
a going concern. 
 

5. CASH 
 
The Company’s cash is denominated in the following currencies: 
 

 
As at 31 December 2021 2020 
 $ $ 
   
Denominated in Canadian dollars 671,981 212,025 
Denominated in U.S. dollars 12,378 12,522 
   
Total cash 684,359 224,547 

 
Of the cash balance at December 31, 2021, $217,318 is restricted for qualifying Canadian 
exploration expenditures (Note 15). 
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6. EXPLORATION AND EVALUATION PROPERTIES 
 
Exploration and evaluation properties includes the following amounts for the year ended 31 December 
2021: 
 
 Glencore Bucke 

Cobalt  
Teledyne 

Cobalt  
Teels 

Marsh  
Total  

 
 $ $ $ $ 
ACQUISITION COSTS     
Balance, 1 January 2021 380,000 2,010,000 - 2,390,000 

Additions - - - - 
Balance, 31 December 2021 380,000 2,010,000 - 2,390,000 
     
EXPLORATION AND 
EVALUATION COSTS 

    

Balance, 1 January 2021 695,886 623,569 77,583 1,397,038 
Maintenance, claim fees - 1,345 - 1,345 
Impairment - - (77,583) (77,583) 

Balance, 31 December 2021 695,886 624,914 - 1,320,800 
     
Total costs – 31 December 2021 1,075,886 2,634,914 - 3,710,800 

 
Exploration and evaluation properties includes the following amounts for the year ended 31 December 
2020: 
 
 Glencore Bucke 

Cobalt  
Teledyne 

Cobalt  
Teels 

Marsh  
Total  

 
 $ $ $ $ 
ACQUISITION COSTS     
Balance, 1 January 2020 380,000 1,785,000 - 2,165,000 

Additions - 225,000 - 225,000 
Balance, 31 December 2020 380,000 2,010,000 - 2,390,000 
     
EXPLORATION AND 
EVALUATION COSTS 

    

Balance, 1 January 2020 692,705 596,147 - 1,288,852 
Assaying 691 760 904 2,355 
Engineering and consulting 2,100 21,350 13,671 37,121 
Field expenses - 1,782 803 2,585 
Geological - 3,530 - 3,530 
Maintenance, claim fees 390 - 62,205 62,595 

Balance, 31 December 2020 695,886 623,569 77,583 1,397,038 
     
Total costs – 31 December 2020 1,075,885 2,633,569 77,583 3,787,038 
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Canada: 
 
Glencore Bucke Cobalt Project: 
 
On 31 August 2017, the Company entered into a property purchase agreement to acquire a 100% 
interest from Glencore Canada Corporation in the Glencore Bucke Property, situated in Bucke 
Township, 6 km east-northeast of Cobalt, Ontario, subject to a back-in provision, production 
royalty and off-take agreement.   
 
In order to earn the 100% interest in the mineral claims, the Company is required to issue shares 
and make payments as follows: 

 Cash Payment Expenditures 
 $ $ 
Upon signing (paid)  150,000              - 
On or before 28 February 2018 (paid and incurred) 350,000 250,000 
   
 500,000 250,000 

 
The agreement is subject to a 3.5% Net Smelter Royalty (“NSR”). One-half of the royalty can be 
purchased for $1,000,000. 
 
On 28 February 2018, the Company paid $350,000 and completed its obligations under the property 
purchase agreement.  
 
On 7 May 2018, the Company entered into a property option agreement with Surge Exploration 
Inc. (“Surge”) whereby Surge can acquire the right to earn an undivided and up to 60% interest in 
to the Glencore Bucke Claims and Teledyne Claims located in the Timiskaming District of the 
Province of Ontario.  The option agreement is “non-arms length” and is a related party transaction 
due to an officer in common between Surge and the Company. 
 
Pursuant to the terms of the Option Agreement, Surge has 24 months within which to exercise the 
option as follows: 

 Cash 
Payment 

Share 
issuances 

Expenditures 

 $  $ 
Upon Exchange Approval (received)  240,000 100,000              - 
On or before two years anniversary - - 1,536,000 
    
 240,000 100,000 1,536,000 

 
The $240,000 cash received was allocated $120,000 to Glencore Bucke and $120,000 to Teledyne. 
 
On 24 February 2020, the Company negotiated the early termination of the Option Agreement 
originally announced on 7 May 2018 with Surge. The Company will retain 100% interest in the 
property by the early cancellation of the Option Agreement and all rights in regards to the property 
will revert back to the Company upon the Company issuing to Surge 5,000,000 common shares 
(issued with a fair value of $225,000, allocated to the Teledyne Cobalt Property) (Note 9). 
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Teledyne Cobalt Project: 
 
On 8 September 2016, the Company entered into an option agreement with New Found Gold Corp. 
(formerly Palisade Resources Corp.) to acquire a 100% interest, in and to certain mineral claims 
located in Timiskaming, Ontario subject to a 2% NSR upon commencement of commercial 
production. 

 

On 2 April 2018, the Company and New Found Gold Corp. signed an amending agreement for the 
Teledyne Cobalt Project: 
 
In order to earn the 100% interest in the mineral claims, the Company was required to issue 
1,000,000 shares (issued with a fair value of $1,070,000) and make payments of $750,000 (paid). 

 
United States: 
 
Teels Marsh Project: 

 
On 24 June 2020, the Company acquired by staking 100 placer claims at Teels Marsh, Nevada. The 
Company paid finder’s fees of 200,000 shares with a fair value of $5,000 in connection with a 
finder’s fee agreement for locating and acquiring the Teels Marsh West Project (Note 9).  
 
During the year ended 31 December, 2021, a write off of $77,583 was recognized as the Company 
decided not to continue with the claims of the property. 
 

7. TRADE AND OTHER PAYABLES 
 
The Company’s trade payables and accrued liabilities are principally comprised of amounts for 
administrative activities.  These are broken down as follows: 

 

 
31 December  

2021 
31 December 

2020 
 $ $ 
Trade payables 25,297 7,046 
Accrued liabilities 20,000 20,000 
   
Total trade and other payables 45,297 27,046 
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8. RELATED PARTY TRANSACTIONS 
 
For the year ended 31 December 2021, the Company had transactions with the following companies 
related by way of directors, officers or shareholders in common: 

 
8.1 Key management personnel compensation 
 

 The remuneration of directors and other members of key management for the years ended 31 
December 2021and 2020 are as follows: 

 
31 December 2021 2020 
 $ $ 
   
Short-term benefits – consulting and corporate development fees 137,000 173,045 
Share-based payments - 183,143 
   
Total key management personnel compensation 137,000 356,188 

 

8.2  Related party transactions are summarized as follows:   

  
Year ended 31 December 2021 2020 
 $ $ 
   
Consulting and corporate development fees to company controlled 
by former Director and former CEO - 13,500 
Consulting fees to the President, CEO, and director 12,000 18,241 
Consulting fees to Chief Financial Officer (“CFO”) 53,000 42,000 
Consulting and corporate development fees to the Corporate 
Secretary 60,000 58,000 
Consulting fees to company controlled by a director 12,000 5,000 
Consulting fees to former director - 36,304 
Share based payments - 183,143 
   
Total related party transactions  137,000 356,188 

 
9. SHARE CAPITAL 

 
9.1 Authorized share capital 
 

The Company has an authorized share capital of an unlimited number of common shares with no 
par value.   
 
On 17 January 2020, the Company consolidated its share capital by issuing one (1) new common 
share without par value for every two (2) existing common shares without par value. 
 
On 27 June 2020, the Company forward split its share capital by issuing two (2) new common 
shares without par value for every one (1) existing common share without par value. 
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As at 31 December 2021, the Company had 110,367,897 common shares issued and outstanding 
(2020: 83,146,398). 
 

9.2 Share issuance 
 

a) Private Placements 
 

 On 31 March 2020, the Company issued 3,200,000 non flow-through (“NFT”) units at 
a price of $0.025 per unit for cash proceeds of $80,000. Each NFT unit is comprised 
of one NFT common share of the Company and one warrant exercisable during the 
five years following the closing to purchase one additional NFT common share for 
$0.033. The Company allocated a fair value of $36,520 to the warrants. The Company 
paid finder’s fees of 320,000 NFT common shares and 166,500 finders’ warrants (Note 
11). The fair value of the finders’ warrants was estimated at $5,375 using the Black-
Scholes Option Pricing Model.  
 

 On 6 February 2020, the Company issued 24,000,000 NFT units at a price of $0.025 
per unit for cash proceeds of $600,000. Each NFT unit is comprised of one NFT 
common share of the Company and one warrant exercisable during the five years 
following the closing to purchase one additional NFT common share for $0.025. The 
Company allocated a fair value of $273,480 to the warrants. The Company paid 
finder’s fees of 2,525,000 NFT common shares and 600,000 share purchase warrants 
(Note 11). The fair value of the finders’ warrants was estimated at $15,074 using the 
Black-Scholes Option Pricing Model.  
 

b) Exercise of Options 
 

 During the year ended 31 December 2021, the Company issued 10,399,999 common 
shares related to the exercise of 10,399,999 stock options at an exercise price between 
$0.025 to $0.070 per share for proceeds of $402,500. The average share price on the 
dates the options were exercised was $0.13. 
 

 During the previous year ended 31 December 2020, the Company issued 2,000,000 
common shares related to the exercise of 2,000,000 stock options at an exercise price 
between $0.025 to $0.050 per share for proceeds of $75,000. The average share price 
on the dates the options were exercised was $0.04. 
 

c) Exercise of Warrants 
 

 During the year ended 31 December 2021, the Company issued 16,821,500 common 
shares related to the exercise of 16,821,500 warrants at an exercise price between 
$0.025 to $0.075 per share for proceeds of $490,579.  The average share price on the 
dates the warrants were exercised was $0.13. 
 

 During the previous year ended 31 December 2020, the Company issued 18,409,832 
common shares related to the exercise of 18,409,832 warrants at an exercise price 
between $0.025 to $0.045 per share for proceeds of $591,642. The average share price 
on the dates the warrants were exercised was $0.09. 
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d) Exploration and Evaluation Property Acquisition 
 

 On 26 February 2020, the Company issued 5,000,000 common shares valued at 
$225,000, pursuant to the early cancelation of the option agreement in Teledyne Cobalt 
Project (Notes 6 and 11).  

 
e) Services 

 

 On 27 July 2020, the Company issued 200,000 common shares valued at $5,000, in 
connection with a finder’s fee agreement for locating and acquiring the Teels Marsh 
Project (Note 6). 

 
9.3 Stock option plan 
 

Effective 8 August 2016, the Company adopted a stock option plan whereby it is authorized to 
grant options to executive officers and directors, employees and/or consultants enabling them to 
acquire up to 20% of the issued and outstanding common stock of the Company.  Effective 18 
October 2017, the aggregate maximum number of common shares issuable under the plan is 
13,267,312 common shares.  The aggregate number of options granted to one optionee in a 12-
month period is limited to 20% of the issued common shares of the Company. 
 
The exercise price of any options granted under the plan will be determined by the Board of 
Directors, at its sole discretion, but shall not be less than the last closing price of the Company’s 
common shares on the day before the date on which the Directors grant such options. 

 
The following is a summary of the changes in the Company’s stock option activities for the years 
ended 31 December 2021 and 2020: 
 

 31 December 2021 31 December 2020 

 
Number of 

options 

Weighted- 
average 
exercise 

price 
Number of 

options 

Weighted- 
average 
exercise  

price 
  $  $ 
Outstanding, beginning of year 13,035,000 0.051 135,000 0.789 
Granted - - 15,000,000 0.043 
Exercised (10,399,999) 0.044 (2,000,000) 0.038 
Cancelled/expired (1,245,000) 0.046 (100,000) 0.055 
     
Outstanding, end of year 1,390,001 0.113 13,035,000 0.051 
Exercisable, end of year 1,390,001 0.113 13,035,000 0.051 

 

 

 

 



Fuse Cobalt Inc.  
Notes to the Consolidated Financial Statements 
For the years ended 31 December 2021 and 2020 
 (Expressed in Canadian dollars) 
 

Page | 20  

The following table summarizes information regarding stock options outstanding and exercisable 
as at 31 December 2021: 

Exercise price 

Number of 
options 

outstanding 

Number of 
options 

exercisable 

Weighted-
average 

remaining 
contractual 

life 
(years) 

Weighted- 
average 
exercise  

price 
Options     $ 
$0.80 60,000 60,000 0.65 0.800 
$1.05 30,000 30,000 1.10 1.050 
$0.025 300,000 300,000 3.11 0.025 
$0.055 1 1 3.52 0.055 
$0.07 1,000,000 1,000,000 3.58 0.070 
     
Total  1,390,001 1,390,001 3.30 0.113 

 
The weighted average fair value of the options granted during the year ended 31 December 2021 
was estimated at $Nil per option (2020: $0.05) at the grant date using the Black-Scholes Option 
Pricing Model. The weighted average assumptions used for the calculation were: 
 
 2021 2020 
Risk free interest rate - 1.84% 
Expected life  - 2.5 years 
Expected volatility - 166.89% 
Expected dividend per share - - 

 
9.4 Share purchase warrants 

The following is a summary of the changes in the Company’s share purchase warrants for the years 
ended 31 December 2021 and 2020: 
 

 31 December 2021 31 December 2020 

 
Number of 

warrants 

Weighted- 
average 
exercise 

price 
Number of 

warrants 

Weighted- 
average 
exercise 

price 
  $  $ 
Outstanding, beginning of year 17,021,500 0.029 8,951,665 0.050 
Granted - - 27,966,500 0.026 
Exercised (16,821,500) 0.029 (18,409,832) 0.032 
Expired - - (1,486,833) 0.045 
     
Outstanding, end of period 200,000 0.033 17,021,500 0.029 

 
During the year ended 31 December 2021, in conjunction with the private placements, the Company 
issued a total of Nil (2020: 27,966,500) share purchase warrants. 
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The following table summarizes information regarding share purchase warrants outstanding and 
exercisable as at 31 December 2021: 
 

Exercise price 
Number of warrants 

outstanding 

Weighted-
average 

remaining 
contractual 

life 
(years) 

Weighted- 
average 
exercise  

price 
Share purchase warrants   $ 
$0.033 200,000 3.25 0.033 
    
Total  200,000 3.25 0.033 

 

The weighted average fair value of the warrants granted during the year ended 31 December 2021 
was estimated at $Nil per warrant (2020: $0.03) at the grant date using the Black-Scholes Pricing 
Model.   The weighted average assumptions used for the calculation were: 

 31 December  
2021 

31 December  
2020 

Risk free interest rate - 1.84% 
Expected life  - 2.5 years 
Expected volatility - 168.66% 
Expected dividend per share - - 

 
 

10. LOSS PER SHARE 
 
The calculation of basic and diluted loss per share is based on the following data: 

 2021 2020 
   
Net loss for the year $     (517,105) $     (1,623,213) 
   
Weighted average number of shares – basic and diluted 109,022,814 69,144,424 
   
Loss per share, basic and diluted $           (0.005)  $           (0.023)  

 
The basic loss per share is computed by dividing the net loss by the weighted average number of 
common shares outstanding during the period.  The diluted loss per share reflects the potential 
dilution of common share equivalents, such as outstanding stock options, share purchase warrants 
and convertible debentures, in the weighted average number of common shares outstanding during 
the period, if dilutive.  All of the stock options and warrants were anti-dilutive for the years ended 
31 December 2021 and 2020. 
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11. SUPPLEMENTAL CASH FLOW INFORMATION 
 

The Company incurred the following non-cash investing and financing transactions: 
 
During the previous year ended 31 December 2020, the Company paid finder’s fees on private 
placements by issuance of shares and share purchase warrants (Note 9). 
 
During the previous year ended 31 December 2020, the Company paid services by issuance of 
shares (Note 9). 
 
During the previous year ended 31 December 2020, the Company issued shares for the acquisition 
of exploration and evaluation properties (Note 9). 
 
During the year ended 31 December 2021, the Company had $Nil (2020: $2,718) in accounts 
payable related to exploration and evaluation expenditures. 
 
 

12. FINANCIAL INSTRUMENTS 

12.1 Categories of financial instruments 
 31 December 2021  31 December 2020  
 $ $ 
FVTPL, at fair value   

Cash 684,359 224,547 
   
Total financial assets 684,359 224,547 
 
FINANCIAL LIABILITIES, at amortized cost   

   
Trade payables 25,297 7,046 

Total financial liabilities 25,297 7,046 
 
The Company is exposed through its operations to the following financial risks: 
 
 Market Risk 
 Credit Risk 
 Liquidity Risk 

 
In common with all other businesses, the Company is exposed to risks that arise from its use of 
financial instruments. This note describes the Company’s objectives, policies and processes for 
managing those risks and the methods used to measure them. Further quantitative information in 
respect of these risks is presented throughout these consolidated financial statements. 
 
There have been no substantive changes in the Company’s exposure to financial instrument risks, 
its objectives, polices and processes for managing those risks or the methods used to measure them 
from previous years unless otherwise stated in the note. 
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12.2 General Objectives, Policies and Processes 
 

The Board of Directors has overall responsibility for the determination of the Company’s risk 
management objectives and policies and, whilst retaining ultimate responsibility for them, it has 
delegated the authority for designing and operating processes that ensure the effective 
implementation of the objectives and policies to the Company’s finance function. The Board of 
Directors receives monthly reports through which it reviews the effectiveness of the processes put 
in place and the appropriateness of the objectives and policies it sets. 
 
The overall objective of the Board of Directors is to set policies that seek to reduce risk as far as 
possible without unduly affecting the Company’s competitiveness and flexibility. Further details 
regarding these policies are set out below. 

 
12.3 Market Risk 

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in market prices. Market prices are comprised of two types of risk: interest rate 
risk and equity price risk. 
 

12.4 Interest Rate Risk 
 

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market 
interest rates. The Company does not have any borrowings. Interest rate risk is limited to potential 
decreases on the interest rate offered on cash held with chartered Canadian financial institutions. 
Interest rate risk is assessed as minimal. 

12.5 Credit Risk 
 

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations. The Company’s credit risk is primarily 
attributable to its cash. The Company limits exposure to credit risk by maintaining its cash with 
large financial institutions. Credit risk is assessed as minimal. 

12.6 Liquidity Risk 
 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they 
become due. The Company manages liquidity risk by maintaining adequate cash and restricted cash 
balances. The Company continuously monitors both actual and forecasted cash flows and matches 
the maturity profile of financial assets and liabilities. 

As at 31 December 2021, the Company had a cash balance of $684,359 (31 December 2020: 
$224,547) and receivables of $2,736 (31 December 2020: $2,844) to settle current liabilities due in 
twelve months or less of $45,297 (31 December 2020: $27,046) and carry out its planned 
exploration program in the coming year. Management seeks additional financing through the 
issuance of equity instruments and liquidation of its marketable securities, either partial or in full, 
to continue its operations, and while it has been successful in doing so in the past, there can be no 
assurance it will be able to do so in the future.  Liquidity risk is assessed as high. 
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12.7  Currency Risk 
   

The Company is exposed to currency risk by incurring certain expenditures and holding assets 
denominated in currencies other than the Canadian dollar. The Company does not use derivative 
instruments to reduce its currency risk. Assuming all other variables remain constant, a 1% change 
in the Canadian dollar against the US dollar would not result in a significant change to the 
Company’s operations. Currency risk is assessed as minimal. 
 

12.8 Determination of Fair Value 

The carrying amounts for cash, amounts receivable, and accounts payable approximate fair value 
due to their short-term nature.  
 

13. CAPITAL DISCLOSURES 
 

The Company's objectives when managing capital are to maintain an appropriate capital base in 
order to: 

1. advance the Company's corporate strategies to create long-term value for its stakeholders; 

2. sustain the Company's operations and growth throughout metals and materials cycles; and 

3. ensure compliance with the covenants of any applicable credit facility and other financing 
facilities used from time to time. 

The Company monitors its capital and capital structure on an ongoing basis to ensure it is sufficient 
to achieve the Company's short-term and long-term strategic objectives. Management primarily 
funds the Company's exploration by issuing share capital, rather than using other capital sources 
that require fixed repayments of principal and interest. Management closely monitors its cash 
balance. The balance of cash as at 31 December 2021 was $684,359 (31 December 2020: 
$224,547). The Company does not currently have significant debt outstanding and there are 
presently no formal capital requirements with which the Company has not complied. 

Management reviews its capital management approach on an ongoing basis and believes that this 
approach, given the relative size of the Company, is appropriate. There were no changes in the 
Company’s approach to capital management during the period ended 31 December 2021. 
 

14. INCOME TAXES 
 
The provision for income taxes for the years ended 31 December 2021 and 2020 consist of: 
 

As at 31 December, 2021 
($) 

2020 
($) 

Net loss for the year 517,105 1,623,213 
Canadian federal and provincial income tax rates 27.00% 27.00% 
   
Expected income tax recovery 139,618 438,267 
Permanent differences 451 (172,868) 
Change in prior year provision (21,008) (5,749) 
Change in valuation allowance (119,061) (259,650) 
   
Total income tax recovery - - 
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The tax effect of temporary differences that gives rise to the Company’s net future income tax 
assets is as follows: 
 

As at 31 December, 2021 
($) 

2020 
($) 

Deferred tax assets   
   Non-capital loss carryforward 4,075,978 3,940,188 
   Net capital loss 34,324 34,324 
   Mineral properties, tax value in excess of carrying value 886,846 887,314 
   Share issue costs 15,529 31,790 
   
 5,012,677 4,893,616 
Less: Valuation allowance (5,012,677) (4,893,616) 
   
Total deferred tax assets - - 

 
As at 31 December 2021, the Company had capital losses in Canada totaling $254,252 that may be 
carried forward indefinitely, cumulative exploration and development expenses of $6,995,415, and 
a non-capital loss carry forward of $15,096,213 available for tax purposes in Canada which expires 
as follows: 
 
Year of Expiry Tax Operating Losses 
 $ 
2026 1,078,204 
2027 2,192,340 
2028 1,115,553 
2029 749,913 
2030 807,608 
2031 904,618 
2032 525,041 
2033 - 
2034 304,766 
2035 435,883 
2036 1,159,054 
2037 2,423,043 
2038 1,482,342 
2039 412,647 
2040 1,002,443 
2041 502,758 
Total non-capital losses 15,096,213 

 
15. COMMITMENTS AND CONTINGENCIES 
 

a) As at 31 December 2021, the Company has $217,318 (2020: $218,644) remaining to be spent on 
qualifying Canadian exploration expenditures under the terms of the flow-through share 
agreements. 
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b) The Company has indemnified the subscribers of flow-through shares of the Company issued in 
prior years against any tax related amounts that may become payable as a result of the Company 
not making eligible expenditures. 
 

c) The Company’s exploration and evaluation activities are subject to various Canadian federal and 
provincial laws and regulations governing the protection of the government. These laws and 
regulations are continually changing and generally becoming more restrictive. The Company 
conducts its operations so as to protect public health and the environment and believes its operations 
are materially in compliance with all applicable laws and regulations. The Company has made, and 
expects to make in the future, expenditures to comply with such laws and regulations. 
 

d) As at 31 December 2021, the Company owns various exploration and evaluation properties (Note 
6). Management does not consider that any amounts related to decommissioning liabilities are 
payable although there is no assurance that a formal claim will not be made against the Company 
for some or all of these obligations in the future. 

16. SEGMENTED INFORMATION 
 
The Company’s only business activity is exploration and development of exploration and 
evaluation properties carried out in Canada. 
 
The breakdown of geographic area for the period ended 31 December 2021 is as follows: 
 

31 December 2021 Canada USA Total 
 $ $ $ 
Total expenses 517,105 - 517,105 
Current assets 709,251 - 709,251 
Exploration and evaluation 
properties 3,710,800 - 3,710,800 
 
Total assets 4,420,051 - 4,420,051 

 
 
The breakdown of geographic area for the year ended 31 December 2020 is as follows: 

31 December 2020 Canada USA Total 
 $ $ $ 
Total expenses 1,618,213 5,000 1,623,213 
Current assets 238,788 - 238,788 
Exploration and evaluation 
properties 3,709,455 77,583 3,787,038 
 
Total assets 3,948,244 77,583 4,025,826 
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17. SUBSEQUENT EVENTS 
 
On 26 January 2022, the Company closed a non-brokered private placement of 32,900,000 units at 
a price of $0.05 per unit raising gross proceeds of $1,645,000. Each unit consists of one common 
share of the Company and one share purchase warrant.  Each share purchase warrant entitles the 
holder thereof to purchase one additional common share of the Company at an exercise price of 
$0.065 per share, for a period of five years from closing. The proceeds of the private placement 
will be used for exploration and development and for general working capital purposes. The 
Company also paid Finder fees in the amount of $37,750 cash and 2,285,000 shares in connection 
with the private placement.   
 
On 10 January 2022, the Company granted to certain consultants of the Company options to 
purchase up to 16,000,000 shares of the Company, under its 2021 Stock Option Plan, at an exercise 
price of $0.05 per share, exercisable by the Optionee in whole or in part for a term of five years 
from the date of grant. 
 


