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WESTERN EXPLORATION, INC.  

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION  

(EXPRESSED IN US DOLLARS) 

 
 

 

(Signed) "Brian Kennedy", Director (Signed) "Marceau Schlumberger", Director 

 
 

 

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

September 30, December 31,

As at 2023 2022

ASSETS

Current Assets

Cash 1,372,371$          1,266,462$                

Other receivable 998                         998                          

Prepaid expenses 233,052               124,530                    

1,606,421               1,391,990                  

Non-current Assets

Mineral properties (note 6) 7,865,000            7,865,000                  

Property and equipment (note 7) 93,821                 101,446                    

Restricted cash (note 5) 610,950               610,950                    

Deposits 7,107                   7,107                        

8,576,878               8,584,503                  

Total Assets 10,183,299$           9,976,493$                

LIABILITIES AND SHAREHOLDERS' EQUITY

Current Liabilities

Accounts payable and accrued liabilities (note 8) 439,389$             109,416$                  

Warrant liability (note 10) -                       14,350                      

439,389                  123,766                    

Non-current Liabilities

Due to related party (note 11) 440,095               440,095                    

Reclamation provision (note 9) 501,160               501,160                    
941,255                  941,255                    

Total Liabilities 1,380,644               1,065,021                  

Shareholders' equity

Share capital (note 10) 49,298,186          46,899,792                

Contributed surplus 18,605,180          17,419,658                

Accumulated deficit (59,003,762)         (55,349,394)               

Accumulated other comprehensive income (96,949)                (58,584)                  

Total Shareholders' Equity 8,802,655               8,911,472                  

Total Liabilities and Shareholders' Equity 10,183,299$           9,976,493$                

Nature of Operations and Going Concern (note 1)

Subsequent events (note 15)
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WESTERN EXPLORATION, INC.  

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF LOSS AND COMPREHENSIVE LOSS 

FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2023 and 2022 

(EXPRESSED IN US DOLLARS) 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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

Three Months Three Months Nine Months Nine Months

Ended Ended Ended Ended

September 30, 2023 September 30, 2022 September 30, 2023 September 30, 2022

Operating expenses

Exploration and evaluation expenditures (note 12) 1,603,378$           1,703,475$             2,042,966$        2,096,387$          

General and administrative expenses (notes 13) 469,141             577,780               1,670,804          2,817,782            

2,072,519             2,281,255               3,713,770             4,914,169               

Other (income) expense

Foreign exchange gain (1,884)                   (33,215)                  (3,717)                   (59,390)                  

(Gain) loss on fair value of warrant liability (note 10) -                        (48,124)                  (14,350)                 (239,575)                

Gain on sale of property and equipment (note 7) -                        -                        (6,817)                (10,000)               

Loss on settlement of debt (note 10) -                        -                        -                     113,834               

Interest income (24,991)                 (11,207)                  (34,518)              (11,207)               

(26,875)                 (92,546)                  (59,402)                 (206,338)                

Net loss for the period (2,045,644)$          (2,188,709)$            (3,654,368)$          (4,707,831)$            

Cumulative translation adjustment (58,995)                 (92,790)                  (38,365)                 (126,830)                

Net loss and comprehensive loss for the period (2,104,639)$          (2,281,499)$            (3,692,733)$          (4,834,661)$            

Basic and diluted net loss per share (note 14) (0.06)$                   (0.07)$                    (0.11)$                   (0.15)$                    

Weighted average number of shares outstanding 34,449,689           30,666,831             32,656,184           30,613,695             
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WESTERN EXPLORATION, INC.  

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY 

THE NINE MONTHS ENDED SEPTEMBER 30, 2023 and 2022 

(EXPRESSED IN US DOLLARS) 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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

 
 
 
 
 

Share Contributed Accumulated Accumulated Other

Capital Surplus Deficit Comprehensive Income Total

Balance at December 31, 2021 45,764,078$                     15,782,047$                     (49,965,659)$                    54,483$                            11,634,949$                     

Units issued in settlement of debt 339,440                              127,146                              -                                    -                                    466,586                              

Vesting of restricted stock units 82,237                               (82,237)                              -                                    -                                    -                                    

Stock-based compensation -                                    1,277,099                           -                                    -                                    1,277,099                           

Cumulative translation adjustment -                                    -                                    -                                    (126,830)                            (126,830)                            

Net loss for the period -                                    -                                    (4,707,831)                          -                                    (4,707,831)                          

Balance at September 30, 2022 46,185,755$                     17,104,055$                     (54,673,490)$                    (72,347)$                           8,543,973$                       

Stock-based compensation -                                    195,533                              -                                    -                                    195,533                              

Units issued for cash 714,037                              120,070                              -                                    -                                    834,107                              

Cumulative translation adjustment -                                    -                                    -                                    13,763                               13,763                               

Net loss for the period -                                    -                                    (675,904)                            -                                    (675,904)                            

Balance at December 31, 2022 46,899,792$                     17,419,658$                     (55,349,394)$                    (58,584)$                           8,911,472$                       

Cumulative translation adjustment -                                    -                                    -                                    (38,365)                              (38,365)                              

Units issued for cash 2,357,278                           808,018                              -                                    -                                    3,165,296                           

Vesting of restricted stock units 41,116                               (41,116)                              -                                    -                                    -                                    

Stock-based compensation -                                    418,620                              -                                    -                                    418,620                              

Net loss for the period -                                    -                                    (3,654,368)                          -                                    (3,654,368)                          

Balance at September 30, 2023 49,298,186$                     18,605,180$                     (59,003,762)$                    (96,949)$                           8,802,655$                       
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WESTERN EXPLORATION, INC. (Formerly, Crystal Peak Minerals Inc.)  

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASHFLOWS 

NINE MONTHS ENDED SEPTEMBER 30, 2023 and 2022 

(EXPRESSED IN US DOLLARS) 

 
 
 
 
 

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

September 30, September 30,

2023 2022

Operating Activities

Net loss (3,654,368)$            (4,707,831)$              

Adjustments to reconcile net loss to net cash:

Depreciation expense (note 7) 7,625                      9,216                       

Reclamation provision -                          94,643                     

Foreign exchange (38,366)                   (126,756)                  

Gain on fair value of warrant liability (note 10) (14,350)                   (239,575)                  

Stock-based compensation 418,620                  1,277,099                 

Gain on sale of property and equipment (6,817)                     (10,000)                    

Loss on settlement of debt for units (note 10) -                          113,834                    

Changes in operating assets and liabilities:

Prepaid expenses (108,522)                 (97,721)                    

Deposits -                          (221)                        

Accounts payable and accrued liabilities (note 8) 329,974                  (678,653)                  

Due to related party (note 11) -                          (6,251)                      

Cash used in operating activities (3,066,204)              (4,372,216)                

Investing Activities

Sale of property and equipment 6,817                      10,000                     

Cash provided by investing activities 6,817                      10,000                     

Financing Activities

Net proceeds from capital contributions (note 11) 3,165,296               -                              

Cash provided by financing activities 3,165,296               -                              

Net change in cash 105,909                  (4,362,216)                

Cash, beginning of period 1,877,412$             6,118,906$               

Cash, end of period 1,983,321$             1,756,690$               

Reconciliation of cash and restricted cash:

      Cash 1,372,371$             1,133,393$               

      Restricted cash in non-current assets 610,950                  623,297                    

Total cash and restricted cash 1,983,321$             1,756,690$               

Supplemental Cash Flow Information

      Debt settled for units (note 10) -$                        352,752$                  



7 

WESTERN EXPLORATION, INC. (Formerly, Crystal Peak Minerals Inc.) 
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2023 AND 2022 

(Expressed in U.S. Dollars) 

 

 

 

 

 

 

1. Nature of Operations and Going Concern 

 
Western Exploration, Inc., formerly Crystal Peak Minerals Inc. (an exploration stage company referred to as the 

“Company” or “Western” or “WEX” was originally incorporated in the Yukon territory, Canada on June 25, 2015. 

The Company commenced trading on the TSX Venture Exchange (the “TSXV”) under the symbol “CPM”. 

Effective November 13, 2020, the listing of the Company’s common shares was transferred from the TSXV to the 

TSX NEX Board as a result of the corporate restructuring in connection with the reverse takeover transaction (the 

“RTO”) (note 5). The Company’s registered and records office is located at Suite 2500, Park Place, 666 Burrard 

Street, Vancouver, British Columbia. The Company has an operations and project office in the United States at 

Suite 140, 121 Woodland Avenue in Reno, Nevada. 

 

On December 22, 2021, the Company changed its name from Crystal Peak Minerals Inc. to Western Exploration 

Inc. in conjunction with the RTO and resumed trading on the TSXV at the opening of the market under the new 

symbol “WEX” on January 19, 2022. 

 

The Company is engaged in the business of exploration, acquisition, development, and mining (if warranted) of 

precious metal and other mineral deposits in the State of Nevada. All the Company’s projects are conducted 

pursuant to claims, leases, permits, and licenses granted by appropriate authorities or on fee land controlled by the 

Company. In the future, when deemed appropriate certain projects may be pursued on a joint venture basis to share 

the associated risk and to assist in the project funding. 

These consolidated financial statements have been prepared by management on the basis of accounting principles 

applicable to a going concern, which assumes that the Company will continue in operation for the foreseeable 

future and will be able to realize its assets and discharge its obligations in the normal course of operations. Several 

adverse conditions indicate the existence of a material uncertainty that may cast significant doubt on the validity 

of this assumption. At September 30, 2023, the Company had working capital of $1,167,032, an accumulated 

deficit of $59,003,762, produced a net loss of $3,64,368 and used funds in operations of $3,066,204 for the nine 

months period then ended.  The Company has incurred operating losses to date and is currently unable to self-

finance any future operations.  The Company’s ability to continue as a going concern is dependent upon raising 

additional capital or evaluating strategic alternatives.  

These consolidated financial statements do not reflect adjustments that would be necessary if the going concern 

assumption was not appropriate.  If the going concern assumption was not appropriate for these consolidated 

financial statements, adjustments would be necessary in the consolidated statement of financial position 

classifications used.  Such adjustments could be material. 
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WESTERN EXPLORATION, INC. (Formerly, Crystal Peak Minerals Inc.) 
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2023 AND 2022 

(Expressed in U.S. Dollars) 

 

 

 

 

 

 

   2.    Summary of Significant Accounting Policies  

 

(a) Statement of compliance 

 

The Company applies International Financial Reporting Standards (“IFRS”) as issued by the International 

Accounting Standards Board (“IASB”) and interpretations issued by the International Financial Reporting 

Interpretations Committee (“IFRIC”). These condensed consolidated interim financial statements have been 

prepared in accordance with International Accounting Standard 34, Interim Financial Reporting. Accordingly, 

they do not include all of the information required for full annual financial statements required by IFRS as issued 

by IASB and interpretations issued by IFRIC.  

 

(b) Basis of consolidation 

 

These condensed consolidated interim financial statements include the accounts of the Company and its wholly 

owned subsidiary, Western Exploration LLC, incorporated under the laws of the State of Nevada in the United 

States of America. All intercompany accounts and transactions between the Company and its subsidiary have been 

eliminated upon consolidation. 

(c) Functional and presentation currency 

 

These condensed consolidated interim financial statements have been prepared in US dollars (“USD”), which is 

the Company's presentation currency. As of December 31, 2022 and September 30, 2023, the functional currency 

was determined to be USD for the Western Exploration LLC and Canadian dollars (“CAD”) for Western 

Exploration Inc. 

 

For the purpose of presenting condensed consolidated interim financial statements, the assets and liabilities are 

presented in USD using exchange rates prevailing at the end of the reporting period. Income and expense items 

are translated at the average exchange rate for the period, unless the exchange rate fluctuated significantly during 

the period, in which case the exchange rates at the date of the transactions are used. Exchange differences arising 

are recognized as a separate component of equity and as a cumulative translation adjustment in other 

comprehensive income in the condensed consolidated interim statements of loss and comprehensive loss. 

 

The policies applied in these condensed consolidated interim financial statements are based on IFRSs issued and 

outstanding as of November 14, 2023, the date the Board of Directors approved the statements. The same 

accounting policies and methods of computation are followed in these condensed consolidated interim financial 

statements as compared with the most recent annual consolidated financial statements as at and for the year ended 

December 31, 2022. 
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WESTERN EXPLORATION, INC. (Formerly, Crystal Peak Minerals Inc.) 
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2023 AND 2022 

(Expressed in U.S. Dollars) 

 

 

 

 

 

 

   2.    Summary of Significant Accounting Policies (continued) 

 

(d) Stock-based compensation 

 

Share-based compensation to employees is measured at the fair value of the instruments issued and amortized 

over the vesting periods. Share-based compensation to non-employees are measured at the fair value of goods or 

services received or the fair value of the equity instruments issued, if it is determined the fair value of the goods 

or services cannot be reliably measured and are recorded at the date the goods or services are received. The 

corresponding amount is recorded to contributed surplus. The Company records stock-based compensation 

expense for service-based stock options and restricted share units (“RSU’s”) on a graded method over the requisite 

service period. The Company records stock-based compensation expense for non-market performance-based 

stock options on a graded method over the requisite service period, and only if performance-based conditions are 

considered probable to be satisfied. 

 

These condensed consolidated interim financial statements and the accompanying notes were prepared using the 

accounting policies described in note 2 to the annual consolidated financial statements except as discussed in note 

2 herein. 

 

(e)  Significant accounting estimates 

 

The preparation of the condensed consolidated interim financial statements in conformity with IFRS requires 

management to make estimates and judgments that affect amounts reported in the condensed consolidated interim 

financial statements. 

 

Estimates and judgments are continually evaluated and are based on historical experience and other factors, 

including expectations of future events that are believed to be reasonable under the circumstances, and subject to 

measurement uncertainty. The effect on the condensed consolidated interim financial statements of changes in 

such estimates in future reporting periods could be significant. Significant estimates and areas where judgment is 

applied that have significant effect on the amount recognized in the condensed consolidated interim financial 

statements include: 

 

Determination of, and provision for, reclamation and remediation obligations 

The Company assesses its provision for reclamation obligations on an annual basis or when new material 

information becomes available. Accounting for reclamation and remediation obligations requires management to 

make estimates of the future costs the Company will incur to complete the reclamation and remediation work 

required to comply with existing laws and regulations. Actual costs incurred may differ from those amounts 

estimated. Also, future changes to environmental laws and regulations could increase the extent of reclamation 

and remediation work required to be performed by the Company. Increases in future costs could materially impact 

the amounts charged to operations for reclamation and remediation.  

 

Going concern 

The assessment of the Company’s ability to continue as a going concern and to raise sufficient funds to pay for 

its ongoing operating expenditures, meet its liabilities for the ensuing year, and to fund planned and contractual 

exploration programs, involves significant judgment based on historical experience and other factors, including 

expectation of future events that are believed to be reasonable under the circumstances.  
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WESTERN EXPLORATION, INC. (Formerly, Crystal Peak Minerals Inc.) 
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2023 AND 2022 

(Expressed in U.S. Dollars) 

 

 

 

 

 

 

         2. Summary of Significant Accounting Policies (continued) 

 

Impairment of long-lived assets 

The carrying value of mineral property acquisition costs is reviewed each reporting period to determine whether 

there is any indication of impairment. The determination of the impairment involves the application of several 

significant judgments and estimates to certain variables including metal price trends, plans for properties, and the 

results of exploration and evaluation to date. 

 

The recoverability of exploration and evaluation assets 

The application of the Company's accounting policy for exploration and evaluation expenditures requires 

judgment in determining whether it is likely that future economic benefits will flow to the Company, which may 

be based on assumptions about future events or circumstances. Estimates and assumptions made may change if 

new information becomes available. If, after an expenditure has been capitalized, information becomes available 

suggesting that the recovery of the expenditure is unlikely, the amount capitalized is written off to profit or loss 

in the period the new information becomes available.  

 
Fair value of equity instruments and warrant liability 

The Company uses the Black-Scholes Option Pricing Model to determine the fair value of stock options and 

standalone share purchase warrants issued. This model requires the input of subjective assumptions including 

expected share price volatility, interest rate, and forfeiture rate. Changes in the input assumptions can materially 

affect the fair value estimate and the Company’s earnings (loss) and equity reserves. 
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WESTERN EXPLORATION, INC. (Formerly, Crystal Peak Minerals Inc.) 
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2023 AND 2022 

(Expressed in U.S. Dollars) 

 

 

 

 

 

 

3. Financial Risk Management 
 

The Company’s financial instruments include cash and restricted cash which are classified as financial assets 

measured at amortized cost, accounts payable and accrued liabilities, and due to related parties, which are classified 

as financial liabilities measured at amortized cost and warrant liability which is classified as a financial liability 

measured at FVTPL. The carrying values of the Company’s financial instruments approximate fair value due to 

their short-term nature. 

 

The Company’s financial instruments are exposed to certain financial risks, including interest rate risk, liquidity 

risk, and credit risk. The Company’s exposure to these risks and its methods of managing the risks are summarized 

as follows: 

 
(i) Interest Rate Risk 

Interest rate risk is the risk that future cash flows will fluctuate because of changes in market interest rates. 

The Company is not exposed to material interest rate risk. 

 

(ii) Liquidity Risk 

Liquidity risk is the risk that the Company will be unable to meet financial obligations as they fall due. The 

Company’s approach to managing liquidity risk is to provide reasonable assurance that it will have sufficient 

funds to meet liabilities when due by forecasting cash flows for operations, anticipated investing and financing 

activities and through management of its capital structure. As at September 30, 2023, all of the Company’s 

financial liabilities with the exception of amounts due to related parties are either due immediately or have 

contractual maturities of less than 90 days. 

 

(iii) Credit Risk 

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge its contractual 

obligations. The Company is mainly exposed to credit risk with respect to managing its cash and restricted 

cash. The Company’s risk management policies require that significant cash deposits are held with U.S. FDIC 

insured banks. All investments must be less than one year in duration. 

 

4. Capital Risk Management 

 

The Company’s capital is the shareholders’ equity balance. The Company’s objectives in managing its capital are 

to maintain the ability to continue as a going concern and to continue to explore the Company’s mineral properties 

for the benefit of its shareholders. To effectively manage the Company’s capital requirements, the Company has 

a planning and budgeting process in place setting out the expenditures required to meet its strategic goals. The 

Company compares actual expenses to budget on all exploration projects and overhead to manage costs, 

commitments, and exploration activities. As the Company is in the exploration stage, its operations have been 

substantially funded by the issuance of common stock and mineral property earn-in agreements. The Company is 

not subject to any externally imposed credit or capital requirements. However, the Company will continue to rely 

on such funding depending upon market and economic conditions at the time. There have been no changes in the 

Company’s approach to capital management during the nine months ended September 30, 2023. 
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WESTERN EXPLORATION, INC. (Formerly, Crystal Peak Minerals Inc.) 
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2023 AND 2022 

(Expressed in U.S. Dollars) 

 

 

 

 

 

 

5. Restricted Cash 

 

The Company held restricted cash outstanding in the amounts of $610,950 (December 31, 2022 - $610,950) as of 

September 30, 2023, for the Wood Gulch and Doby George Projects as required by the U.S. Forest Service and 

Bureau of Land Management. 

 

During the period ended September 30, 2023 and December 31, 2022, these amounts were held in a restricted fund 

to be held as collateral for surety bonds in place to cover current and future reclamation obligations. 

 

 

6. Mineral Properties 

 

Total mineral property acquisition costs as at September 30, 2023 and December 31, 2022 were $7,865,000. 

 

Aura Project 

 

The Aura project consists of 709 unpatented lode mining claims, totaling 12,848 acres, and mineral leases on 2,296 

acres of fee land in nine different parcels. The Aura project is an amalgamation of three projects, Doby George, 

IL Ranch and Wood Gulch. 

 
The current mineral lease agreement has an expiration date of December 31, 2031. 

 

The Aura project is subject to a 2% Net Smelter Royalty (NSR) on precious metals and a 1.4% NSR on base metals 

payable to IL Minerals LLC. RG Royalties holds a 2% NSR after the first 400,000 ounces of gold production at 

Doby George. When the RG Royalties royalty becomes effective the IL Minerals NSR decreases to 1% on the RG 

Royalties area. There is also additional 1% NSR and production royalties ranging from .1% to 1% payable to Tyler 

Shepard on claims overlying the Wood Gulch. 

 

On December 22, 2021, the Company granted a 1% royalty on the entire Aura project to Agnico Eagle in exchange 

for the redemption of 2,358,490 Western shares (note 11). The royalty has a $5,000,000 buyback option for 2 years 

and thereafter the buyback escalates by $500,000 per year up to a maximum of $9,000,000 on the tenth anniversary 

date, thereafter, increasing to $10,000,000 up until the eleventh anniversary and expiring thereafter. As of the date 

of grant, the fair value of the royalty was deemed to be $nil as it was undetermined at the time of grant whether 

the Company will achieve commercial production with its property. 
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WESTERN EXPLORATION, INC. (Formerly, Crystal Peak Minerals Inc.) 
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2023 AND 2022 

(Expressed in U.S. Dollars) 

 

 

 

 

 

 

7. Property and Equipment 

 

 
 

During the nine month periods ended September 30, 2023, the Company disposed of equipment with a carrying 

value of $nil for gross proceeds of $6,817, resulting in a gain of $6,817 that is recognized in the consolidated 

statements of loss and comprehensive loss. 

 

8. Accounts Payable and Accrued Liabilities 

 

 
  

 

9. Reclamation Provision 

 

The provision for environmental rehabilitation consists of land rehabilitation and related costs. Although the 

ultimate amount of the environment rehabilitation provision is uncertain, the amount of these obligations is based 

on information currently available, including closure plans and the Company’s interpretation of current regulatory 

requirements. 

 

Cost

Balance, January 1, 2022 442,895$                     

Disposals (16,573)                         

Balance, September 30, 2022, December 31, 2022 426,322$                     

Disposals (27,500)                         

Balance, September 30, 2023 398,822$                     

Accumulated Depreciation

Balance, January 1, 2022 330,878$                     

Depreciation for the period 9,216                            

Disposals (16,573)                         

Balance, September 30, 2022 323,521$                     

Depreciation for the period 1,355                            

Balance, December 31, 2022 324,876$                     

Depreciation for the period 7,625                            

Disposals (27,500)                         

Balance, September 30, 2023 305,001$                     

Carrying amount

Balance, December 31, 2022 101,446                       

Balance, September 30, 2023 93,821                         

September 30, 2023 December 31, 2022

   Trade payables 375,934$                       56,487$                        

   Accrued liabilities 63,455                          52,929                          

439,389$                     109,416$                     
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WESTERN EXPLORATION, INC. (Formerly, Crystal Peak Minerals Inc.) 
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2023 AND 2022 

(Expressed in U.S. Dollars) 

 

 

 

 

 

 

9. Reclamation Provision (continued)  

 

The provision for environmental rehabilitation relates to reclamation and closure costs of the Company’s Aura 

Project. The undiscounted provision for environmental rehabilitation is estimated at $503,700 as at September 30, 

2023 (December 31, 2022: $503,700), over a period of 4-5 years, inflated using rates ranging from 3.64% to 

3.94% (December 31, 2022 – 3.64% to 3.94%) per annum and discounted using a risk-free rate of 3.99% 

(December 31, 2022: 3.99%) per annum. 

 

 
  

10.  Share Capital Authorized 

 

Share Capital 

The Company’s authorized capital consisted solely of voting common shares without par value. 

 

On October 24, 2022, the Company amended its notice of articles to change the identifying name of its outstanding 

class of shares from “Common Shares” to “Variable Voting Shares” to reflect that the outstanding class of listed 

shares of the Company are subject to a voting reduction to the shares held by residents of the United States to 

ensure that not more than 50% of the outstanding voting securities of the Company are held, directly, or indirectly, 

by residents of the United States. 

 

Issued Share Capital 
 

34,449,689 common shares issued and outstanding as at September 30, 2023. 

 

During the period ended September 30, 2023 and December 31, 2022, the Company issued the following shares: 

 

 
 

 

 

 

Balance as of January 1, 2022 and September 30, 2022 507,952$                     

Accretion 6,400                            

Reduction (13,192)                         

Balance as of December 31, 2022 and September 30, 2023 501,160$                     

Common Shares Amount

Balance - January 1, 2022 30,435,126                  45,764,078$                

Shares issued in settlement of debt 169,205                        339,440                        

Exercise of restricted stock units 62,500                          82,237                          

Balance -  September 30, 2022 30,666,831                  46,185,755$                

Units issued for cash 814,286                        714,037                        

Balance - December 31, 2022 and September 30, 2023 31,481,117                  46,899,792                  

Units issued for cash 2,937,322                      2,357,278                      

Exercise of restricted stock units 31,250                          41,116                          

Balance - December 31, 2022 and September 30, 2023 34,449,689                  49,298,186$                
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10.  Share Capital Authorized (Continued) 

 

On December 22, 2021, the Company entered into an agreement with Agnico to repurchase 2,358,490 common 

shares in exchange for a 1% net smelter royalty on the Aura project deemed to hold a fair value of $nil and 748,668 

warrants (the “Redemption Agreement”). Under the terms of the warrants, each warrant shall entitle the holder to 

purchase one common share of the Company at a price of $2.67 up until May 15, 2023. 

 

On closing of the Redemption Agreement, amounts totaling $3,573,306, equal to the average cost of shares 

repurchased were charged to share capital, with amounts totaling $3,300,660 in excess of the fair value of 

consideration paid totaling $272,646 recognized directly as a charge to accumulated deficit. 
 

The fair value of the warrants was determined to be $272,646 on the date of issuance, estimated using the Black 

Scholes pricing model. As the exercise price of the warrants are denominated in a currency other than the 

Company’s functional currency and therefore do not meet the fixed for fixed criteria, they have been classified as 

a derivative financial instrument held at FVTPL and included as a warrant liability on the consolidated statement 

of financial position. As at September 30, 2023, the warrants have expired resulting in a gain on fair value of 

warrant liability totaling $14,350 (December 31, 2022 – gain of $261,760) recognized in the condensed 

consolidated interim statements of loss and comprehensive loss for the nine month periods ended September 30, 

2023. 

 

On January 27, 2022, the Company settled an outstanding debt of $352,752 (CAD$448,394) to a legal advisor by 

issuing 169,205 units, each comprised of one common share and one common share purchase warrant exercisable 

into one additional common share at a price of CAD$3.975 for a period of 24 months from the date of issuance. 

On the date of settlement, the fair value of the common shares was determined to be $339,440. The fair value of 

the warrants was determined to be $127,146 on the date of settlement, estimated using the Black Scholes pricing 

model using a fair value share price of CAD$2.55, risk free interest rate of 1.27%, an expected dividend yield of 

0%, volatility rate of 91% based on historical share prices of comparable companies and an expected life of 2 years. 

In connection with the settlement, a loss on settlement of debt totaling $113,834 was included in the consolidated 

statement of loss and comprehensive loss for the year ended December 31, 2022. 
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10.  Share Capital Authorized (Continued) 

 

On June 8, 2022, a total of 62,500 RSU’s were exercised into 62,500 common shares of the Company at no 

additional cost. Upon exercise, the fair value of RSU’s amounting to $82,237 was transferred from contributed 

surplus to share capital. 

 

On December 21, 2022, the Company completed a non-brokered private placement financing, issuing a total of 

814,286 units each at a price of CAD$1.40 for gross proceeds of CAD $1,140,000 (USD $837,496). Each Unit is 

comprised of one variable voting share of the Company and one-half of one Variable Voting Share purchase 

warrant of the Company. The Company incurred legal fees of $3,389 in relation to the financing. Under the terms 

of the warrants, each warrant shall entitle the holder to purchase one common share of the Company at a price of 

CAD$1.96 up until December 21, 2024. Proceeds were allocated to common shares and warrants using the relative 

fair value method. The fair value of the warrants was determined to be $120,070 on the date of issuance, estimated 

using the Black Scholes pricing model using a fair value share price of CAD$1.40, risk free interest rate of 3.72%, 

an expected dividend yield of 0%, volatility rate of 76% based on historical share prices of comparable companies 

and an expected life of 2 years. 

 

On June 14, 2023, the Company completed its "best efforts" private placement offering of an aggregate 2,937,332 

units (the "Units") at a price of CAD$1.55 per Unit for aggregate gross proceeds of CAD $4,552,864.60 (USD 

3,423,989) (the "Offering"). Each Unit consists of one variable voting share of the Company and one-half of one 

variable voting share purchase warrant of the Company (each whole variable voting share purchase warrant, a 

"Unit Warrant"), with each Unit Warrant entitling the holder thereof to acquire one variable voting share of the 

Company (each, a "Warrant Share") at a price of CAD $2.15 per Warrant Share at any time until June 14, 2026, 

subject to adjustment in certain circumstances. Proceeds were allocated to common shares and warrants using the 

relative fair value method. The fair value of the warrants was determined to be $668,890 on the date of issuance, 

estimated using the Black Scholes pricing model using a fair value share price of CAD$1.50, risk free interest rate 

of 4.15%, an expected dividend yield of 0%, volatility rate of 88% based on historical share prices of comparable 

companies and an expected life of 3 years. 

 

The Offering was completed pursuant to the terms of an agency agreement dated June 14, 2023, among the 

Company and a syndicate of agents (collectively, the "Agents"). In consideration for the services provided by the 

Agents in connection with the Offering, the Company paid an aggregate cash commission of $147,854 and issued 

an aggregate 126,839 non-transferable compensation options (the "Compensation Options") to the Agents. In 

addition, in consideration for the provision of certain finder services to the Company in connection with the 

Offering, the Company also paid an aggregate cash finder's fee of $26,220 and issued an aggregate 22,493 finder's 

options (the "Finder's Options"). The Finder's Options were issued on substantially the same terms as the 

Compensation Options. Please see “Compound Options” for more details on the Finder’s Options and 

Compensation Options. The Company also incurred share issuance costs of $84,608 for this financing. 
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10.  Share Capital Authorized (Continued) 

 

Share Purchase Warrants 

 

As of September 30, 2023, the following share purchase warrants of the Company were issued and outstanding: 

 
 

On May 15, 2023, 748,668 share purchase warrants priced at CAD$2.67 expired.  

 

Subsequent to period end, on October 13, 2023, 2,248,936 warrants priced at CAD$3.975 expired.  

 

As of September 30, 2023, the weighted average remaining life of the share purchase warrants outstanding was 

1.07 years. 

 

Restricted Stock Units 

The Company has established a Restricted Share Unit Plan (the “RSU Plan”).  Under the RSU Plan, together with 

any other share compensation arrangement. The Board may in its own discretion, at any time, and from time to 

time, grant RSUs to any employee, director or consultant of the Company or its subsidiaries, other than persons 

conducting investor relations activities, from time to time by the Board, subject to the limitations set forth in the 

RSU Plan. The Board may designate one or more performance periods under the RSU Plan.  

 

On June 8, 2022, the Company granted a total of 125,000 RSU’s, of which 62,500 RSU’s vested immediately, with 

the remaining 62,500 vesting equally on the first and second anniversary from the date of grant. Each RSU is 

exercisable into one common share of the Company at no additional cost. On the date of grant, the fair value of 

RSU’s granted was determined to be $164,464 based on the fair market trading price of the Company’s common 

shares. During the nine month periods ended September 30, 2023, $33,266 of stock-based compensation expense 

was recognized in the relation to the vesting of RSU’s. 

 

Following is a summary of changes in RSU’s outstanding for the nine months ended September 30, 2023 and 2022: 

 

 
 

As at September 30, 2023, 31,250 RSU’s remain unvested and not exercisable. 

 

 

Total Warrants Strike Price Grant Date Expiration Date

2,248,936                                CAD$3.975 2021-12-22 2023-10-13

                                    169,205 CAD$3.975 2022-01-27 2024-01-27

                                    407,143 CAD$1.96 2022-12-21 2024-12-21

                                 1,468,661 CAD$2.15 2023-06-14 2026-06-14

                                 4,293,945 

Balance, January 1, 2022 -                              

Granted 125,000                        

Exercised (62,500)                         

Balance -  September 30, 2022 and December 31, 2022 62,500                         

Exercised (31,250)                         

Balance, September 30, 2023 31,250                         
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10.  Share Capital Authorized (Continued) 

 

Stock Options 

 

The Company has established a rolling Stock Option Plan (the “Plan”). Under the Plan, the number of shares 

reserved for issuance may not exceed 10% of the total number of issued and outstanding shares and, to any one 

optionee, may not exceed 5% of the issued shares on a yearly basis. The maximum term of each option shall not 

be greater than 5 years. The exercise price of each option shall not be less than the market price of the Company’s 

shares at the date of grant. Options vest at the discretion of the Board of Directors. 

 

On June 8, 2022, the Company granted a total of 1,596,025 options to directors, officers, employees and consultants 

of the Company. Under the terms of the options, a total of 50% of the options are to vest immediately, 25% vesting 

on June 8, 2023 and the remaining vesting on June 8, 2024. The fair value of the options was determined to be 

$1,905,154 on the date of issuance, estimated using the Black Scholes pricing model using a fair value share price 

of CAD$1.65, risk free interest rate of 3.18%, an expected dividend yield of 0%, and volatility rate of 157%. During 

the three and nine month periods ended September 30, 2023, $385,354 of stock-based compensation expense was 

recognized in the relation to the vesting of options. 

 

Following is a summary of changes in stock options outstanding for the periods ended September 30, 2023 and 

2022: 

 

 
 

As at September 30, 2023, the weighted average remaining life of stock options outstanding is 3.71 years and 

1,197,019 stock options are vested and exercisable. 

 

Compound Options 

 

In connection to the Offering dated June 14, 2023, the Company issued 126,839 Compensation Options. Each 

Compensation Option is exercisable to acquire one unit of the Company (each, a "Compensation Option Unit") at 

a price of $1.55 per Compensation Option Unit, until June 14, 2026. Each Compensation Option Unit consists of 

one variable voting share of the Company and one-half of one variable voting share purchase warrant of the 

Company, each whole warrant entitling the holder to purchase one variable voting share of the Company at a price 

of $2.15 per share at any time until June 14, 2026. In addition, in consideration for the provision of certain finder 

services to the Company in connection with the Offering, the Company also issued 22,493 Finder's Options. The 

Finder's Options were issued on substantially the same terms as the Compensation Options. The fair value of the 

warrants was determined to be $139,128 on the date of issuance, estimated using the Black Scholes pricing model 

using a fair value share price of CAD$1.50, risk free interest rate of 4.15%, an expected dividend yield of 0%, 

volatility rate of 88% based on historical share prices of comparable companies and an expected life of 3 years. 

Amount

Weighted Averge Exercise 

Price

Balance, January 1, 2022 -                              -                              

Granted 1,596,025                      C $2.65

Balance -  September 30, 2022, December 31, 2022, and September 30, 2023 1,596,025                    C $2.65
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11. Related Party Transactions 

 

Related parties include the Board of Directors, officers and enterprises that are controlled by these individuals as 

well as certain persons performing similar functions. The below noted transactions are in the normal course of 

business and are measured at the amount as agreed to by the parties and approved by the Board of Directors in 

strict adherence to conflict of interest laws and regulations. The Company considers key management to be officers 

and directors of the Company. 

 

During the three and nine month periods ended September 30, 2023 and 2022, the Company paid, or accrued 

remuneration to key management of the Company as follows: 

 

 
 

(i) On June 8, 2022, the Company granted 1,115,000 options and 20,000 RSU’s to directors and officers of the 

Company (note 11). 

 

As at September 30, 2023, amounts totaling $440,095 (December 31, 2022 - $440,095) were due to a corporation 

controlled by a director of the Company. During the nine month period ended June 30, 2023, the repayment terms 

of the payable were extended to January 1, 2024, bearing no interest. 

 

Major shareholders: 

 

To the knowledge of the directors and senior officers of the Company, as at September 30, 2023, no person or 

corporation beneficially owns or exercises control or direction over common shares of the Company carrying more 

than 10% of the voting rights attached to all common shares of the Company other than as set out below: 

 

 
 

  

Three Months Three Months Nine Months Nine Months

Ended Ended Ended Ended

September 30, 2023 September 30, 2022 September 30, 2023 September 30, 2022

Salaries and fees $52,500 $52,500 $157,500 $151,250

Stock-based compensation (i) $42,705 $128,826 $274,535 $837,533

Number of common 

Shares

Percentage of 

outstanding shares

Golkonda LLC 19,969,391 58.0%

Agnico Eagle (USA) Ltd 5,442,191 15.8%
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12. Exploration Expenditures 

 

The following table reflects the exploration expenditures incurred in the periods ended September 30, 2023 and 2022: 

 

  
 

13. General and Administrative Expenses 

 

The following table reflects general and administrative expenses incurred in the periods ended September 30, 2023 

and 2022: 

 

 
 

14. Loss Per Share 

 

The calculation of basic and diluted loss per share for the three and nine month period ended September 30, 2023 

was based on losses attributable to common shareholders of $2,045,664 and $3,654,368 (September 30, 2022 – 

loss of $2,188,709 and $4,707,831) and the basic weighted average number of common shares outstanding of 

34,449,689 and 32,656,184 (September 30, 2022 – 30,666,831 and 30,613,695). Diluted loss per share did not 

include the effect of outstanding warrants, options and RSU’s as they are anti-dilutive. 

 

15. Subsequent event 

 

On October 13, 2023, 2,248,936 warrants priced at CAD$3.975 expired.  

 

 

 

  

 

Three Months Three Months Nine Months Nine Months

Ended Ended Ended Ended

September 30, 2023 September 30, 2022 September 30, 2023 September 30, 2022

Drilling 1,064,989$                    1,080,528$                    1,065,088$                    1,086,859$                    

Permitting 24,863                          20,978                          66,802                          70,443                          

Reclamation obligation -                               94,643                          -                               94,643                          

Geological 327,929                        296,588                        604,222                        633,704                        

Land 125,613                        125,613                        125,613                        125,613                        

Metallurgy 59,984                          85,125                          181,241                        85,125                          

Total 1,603,378$                  1,703,475$                  2,042,966$                  2,096,387$                  

Three Months Three Months Nine Months Nine Months

Ended Ended Ended Ended

September 30, 2023 September 30, 2022 September 30, 2023 September 30, 2022

Salaries 90,310$                        90,682$                        272,413$                       288,540                        

Office and general 235,351                        225,013                        798,373                        751,908                        

Audit and accounting fees 6,299                            49,365                          25,322                          145,193                        

Stock-based compensation 65,118                          199,243                        418,620                        1,277,099                      

Legal and regulatory fees 70,470                          10,529                          148,451                        345,826                        

Depreciation 1,593                            2,948                            7,625                            9,216                            

Total 469,141$                     577,780$                     1,670,804$                  2,817,782$                  


