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INDEPENDENT AUDITOR’S REPORT 
 
To the Shareholders of Arctic Fox Lithium Corp. 

Opinion 
We have audited the consolidated financial statements of Arctic Fox Lithium Corp. (the “Company”), 
which comprise the consolidated statements of financial position as at June 30, 2025 and 2024, and the 
consolidated statements of operations and comprehensive loss, changes in shareholders’ equity (deficit), 
and cash flows for the years then ended, and notes to the consolidated financial statements, including 
material accounting policy information. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 
the financial position of the Company as at June 30, 2025 and 2024, and its financial performance and its 
cash flows for the years then ended in accordance with IFRS Accounting Standards as issued by the 
International Accounting Standards Board (“IFRS”). 

Basis for Opinion 
We conducted our audits 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 Consolidated 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 consolidated 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 of the consolidated financial statements, which indicates that the Company 
has not generated any revenues and has negative cash flow from operations of $132,176 during the year 
ended June 30, 2025 and, as of that date, the Company has a working capital deficit of $232,461 and an 
accumulated deficit of $6,900,241. As stated in Note 1, these events or conditions, along with other 
matters as set forth in Note 1, indicate that a material uncertainty exists that may cast significant doubt on 
the Company’s ability to continue as a going concern. Our opinion is not modified in respect of this 
matter. 

Key Audit Matters 
Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the consolidated financial statements for the year ended June 30, 2025. These matters were 
addressed in the context of our audit of the consolidated financial statements as a whole, and in forming 
our opinion thereon, and we do not provide a separate opinion on these matters. Aside from the matter 
described in the Material Uncertainty Related to Going Concern in our report, we have identified the 
following key audit matter: 

Assessment of Impairment Exploration and Evaluation Assets 

As described in Note 3 of the consolidated financial statements, the carrying amount of the Company’s 
exploration and evaluation assets is $135,654 as at June 30, 2025. As fully described in Note 2 to the 
consolidated financial statements, management assesses for indicators of impairment at each 
consolidated statement of financial position date. 

The assessment of impairment indicators for exploration and evaluation assets is identified as a key audit 
matter due to significant judgment made by management, which in turn led to additional auditor judgment, 
subjectivity, and effort in performing procedures to evaluate audit evidence relating to the judgments 
made by management in this area, particularly regarding the estimation of the recoverable amounts of 
these assets.  
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Addressing this matter involved performing procedures and evaluating audit evidence in connection with 
forming our overall opinion on the consolidated financial statements. Our audit procedures included, 
among others: 

• Evaluating management’s assessment of impairment indicators.  
• Evaluating the intent for the exploration and evaluation assets through discussion and 

communication with management.  
• Assessing compliance with agreements and expenditures requirements including reviewing 

option agreements. 
• Obtaining, on a test basis through government websites or other sources, confirmation of title to 

ensure mineral rights underlying the exploration and evaluation assets are in good standing. 
 
Other Information 
Management is responsible for the other information. The other information comprises the information 
included in the Management’s Discussion and Analysis, but does not include the consolidated financial 
statements and our auditor’s report thereon. 

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other 
information, and in doing so, consider whether the other information is materially inconsistent with the 
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be 
materially misstated. If, based on the work we have performed, conclude that there is a material 
misstatement of this other information, we are required to report that fact. We have nothing to report on 
this regard. 

Responsibilities of Management and Those Charged with Governance for the Consolidated 
Financial Statements 
Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with IFRS, and for such internal control as management determines is 
necessary to enable the preparation of consolidated financial statements that are free from material 
misstatement, whether due to fraud or error. 

In preparing the consolidated 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 Consolidated Financial Statements 
Our objectives are to obtain reasonable assurance about whether the consolidated 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 consolidated 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 consolidated 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. 
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• 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 consolidated 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 consolidated financial statements, 
including the disclosures, and whether the consolidated financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Company to express an opinion on the consolidated financial 
statements. We are responsible for the direction, supervision, and performance of the group audit. 
We remain solely responsible for our audit opinion. 

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. 

From the matters communicated with those charged with governance, we determine those matters that 
were of most significance in the audit of the consolidated financial statements of the current period and 
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation 
precludes public disclosure about the matter of when, in extremely rare circumstances, we determine that 
a matter should not be communicated in our report because the adverse consequences of doing so would 
reasonably be expected to outweigh the public interest benefits of such communication. 

The engagement partner on the audit resulting in this independent auditor’s report is Lonny Wong. 
 

 
Saturna Group Chartered Professional Accountants LLP 

Vancouver, Canada 
 
October 28, 2025 
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June 30, 
2025 

$ 

June 30, 
2024 

$ 
   

Assets   

   
Current assets   
   

Cash 131 32,322 
GST receivable 10,696 26,973 
Prepaid expenses 30,000 37,875 
   

Total current assets 40,827 97,170 
   
Non-current assets   

   
Exploration and evaluation assets (Note 3) 135,654 345,963 

   
Total assets 176,481 443,133 

   

Liabilities   
   
Current liabilities   
   

Accounts payable and accrued liabilities (Note 4) 212,288 126,125 
Loans payable (Note 6) 61,000 6,819 

   Total liabilities 273,288 132,944 
   

Shareholders’ equity (deficit)   
   

Share capital (Note 7) 6,121,256 6,033,739 
Equity reserves (Notes 8 and 9) 682,178 638,420 
Deficit (6,900,241) (6,361,970) 

   
Total shareholders’ equity (deficit) (96,807) 310,189 

   
Total liabilities and shareholders’ equity (deficit) 176,481 443,133 

 
Nature of operations and continuance of business (Note 1) 
Subsequent event (Note 14) 
 
 
Approved and authorized for issuance on behalf of the Board of Directors on October 28, 2025: 

/s/ “Harry Chew”  /s/ “Sonny Chew” 

   
Harry Chew, Director  Sonny Chew, Director 
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   Year ended Year ended 
   June 30, June 30, 
   2025 2024 
   $ $ 
     
Expenses     
     

Investor relations   4,453 221,851 
Impairment of exploration and evaluation assets (Note 3)   304,530 739,755 
Management fees (Note 4)   72,000 72,000 
Office and miscellaneous   4,467 24,526 
Professional fees (Note 4)   75,931 103,578 
Rent and administrative fees (Note 4)   60,000 60,000 
Share-based compensation (Note 9)   – 162,077 
Transfer agent and filing fees   16,632 19,155 

     
Total expenses   538,013 1,402,942 
     
Loss before other income (expense)   (538,013) (1,402,942) 
     
Other income (expense)     
     

Flow-through share premium (Note 5)   8,750 131,620 
Gain on debt settlement (Note 7)   – 21,117 
Interest expense   (9,008) (1,480) 
     

Total other income (expense)   (258) 151,257 
     
Net loss and comprehensive loss   (538,271) (1,251,685) 

     Loss per share, basic and diluted   (0.01) (0.02) 

   Weighted average shares outstanding   68,009,993 58,482,188 



ARCTIC FOX LITHIUM CORP. 
Consolidated Statements of Changes in Shareholders’ Equity (Deficit) 
(Expressed in Canadian Dollars) 
 
 

(The accompanying notes are an integral part of these consolidated financial statements) 
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Share capital 

 
 

Equity 
Deficit 

$ 

Total  
shareholders’ 

equity 
(deficit) 

$ 
Number of 

shares  
Amount 

$ 
reserves 

$ 
       
Balance, June 30, 2023 52,573,215  5,424,928 392,168 (5,110,285) 706,811 
       
Units issued for cash 6,066,666  581,000 67,000 – 648,000 
       
Share issuance costs –  (61,355) 9,175 – (52,180) 
       
Flow-through premium liability –  (104,000) – – (104,000) 
       
Units issued for settlement of loan 
payable 400,000  52,000 8,000 – 60,000 
       
Shares issued in lieu of interest 
payment 120,000  15,600 – – 15,600 
       
Shares issued for settlement of  
loan payable 333,333  13,333 – – 13,333 
       
Shares issued for exploration and 
evaluation assets 833,333  33,333 – – 33,333 
       
Shares issued for settlement of 
accounts payable 1,389,167  78,900 – – 78,900 
       
Fair value of stock options granted –  – 162,077 – 162,077 
       
Net loss for the year –  – – (1,251,685) (1,251,685) 
       
Balance, June 30, 2024 61,715,714  6,033,739 638,420 (6,361,970) 310,189 
       
Units issued for cash 8,751,667  96,267 43,758 – 140,025 
       
Flow-through premium liability –  (8,750) – – (8,750) 
       
Net loss for the year –  – – (538,271) (538,271) 
       
Balance, June 30, 2025 70,467,381  6,121,256 682,178 (6,900,241) (96,807) 



ARCTIC FOX LITHIUM CORP. 
Consolidated Statements of Cash Flows 
(Expressed in Canadian Dollars) 

(The accompanying notes are an integral part of these consolidated financial statements) 
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Year ended 
June 30, 

2025 
$ 

Year ended 
June 30, 

2024 
$ 

   
Operating activities   
   
Net loss for the year (538,271) (1,251,685) 
   
Items not involving cash:   
   

Flow-through share premium (8,750) (131,620) 
Gain on debt settlement – (21,117) 
Impairment of exploration and evaluation assets 304,530 739,755 
Interest expense 9,008 – 
Share-based compensation – 162,077 

   
Changes in non-cash operating working capital:   

   
GST receivable 16,277 9,624 
Prepaid expenses 7,875 181,834 
Accounts payable and accrued liabilities 77,155 17,214 

   
Net cash used in operating activities (132,176) (293,918) 
   
Investing activities   
   

Exploration and evaluation asset expenditures (94,221) (627,175) 
Refund on reclamation deposit – 12,500 

   
Net cash used in investing activities (94,221) (614,675) 
   
Financing activities   
   

Proceeds from loans payable 55,000 – 
Repayment of loans payable (819) (129,381) 
Proceeds from issuance of units 140,025 648,000 
Share issuance costs – (52,180) 

   
Net cash provided by financing activities 194,206 466,439 
   
Change in cash (32,191) (442,154) 
   
Cash, beginning of year 32,322 474,476 
   
Cash, end of year 131 32,322 

   Non-cash investing and financing activities:   
   

Fair value of finder’s warrants issued – 9,175 
Shares issued for exploration and evaluation assets – 33,333 
Shares issued for settlement of accounts payable – 78,900 
Shares issued for settlement of loan payable – 13,333 
Shares issued in lieu of interest payment – 15,600 
Units issued for settlement of loan payable – 60,000 



ARCTIC FOX LITHIUM CORP. 
Notes to the Consolidated Financial Statements 
Year Ended June 30, 2025 and 2024 
(Expressed in Canadian Dollars) 
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1. Nature of Operations and Continuance of Operations 

Arctic Fox Lithium Corp. (the “Company”) was incorporated in the province of British Columbia on 
February 19, 2013. The Company was focused on mobile application development. On October 20, 
2020, the Company became a mineral exploration company. The Company’s head office is located at 
Suite 905, 1030 West Georgia Street, Vancouver, BC, V6E 2Y3. 

On February 7, 2023, the Company was approved to be listed on the Frankfurt Stock Exchange (the 
“FSE”) under the symbol 7N4. The Company’s shares are now cross listed on the Canadian 
Securities Exchange and FSE. 

These consolidated financial statements have been prepared on the going concern basis, which 
assumes that the Company will be able to realize its assets and discharge its liabilities in the normal 
course of business. During the year ended June 30, 2025, the Company has not generated any 
revenues and has negative cash flow from operations of $132,176. As at June 30, 2025, the 
Company has a working capital deficit of $232,461 and an accumulated deficit of $6,900,241. The 
continued operations of the Company are dependent on its ability to generate future cash flows or 
obtain additional financing through debt or equity. Management is of the opinion that sufficient 
working capital will be obtained from external financing to meet the Company’s liabilities and 
commitments as they become due, although there is a risk that additional financing will not be 
available on a timely basis or on terms acceptable to the Company. These factors indicate the 
existence of a material uncertainty that may cast significant doubt on the Company’s ability to 
continue as a going concern. These consolidated financial statements do not reflect any adjustments 
that may be necessary if the Company is unable to continue as a going concern. The impact of such 
adjustments could be material. 

 
2. Material Accounting Policy Information 

(a) Statement of Compliance and Basis of Presentation 

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

These consolidated financial statements include the accounts of the Company and its wholly 
owned subsidiaries, Pipeline Capital Corp., a company incorporated in British Columbia on 
April 15, 2020 and 1000383374 Ontario Inc., a company incorporated in Ontario on December 7, 
2022. The subsidiaries are fully consolidated from the date on which control is obtained by the 
Company and are deconsolidated from the date that control ceases. All inter-company 
transactions, balances, income and expenses are eliminated on consolidation. 

These consolidated financial statements have been prepared on an accrual basis and are based 
on historical costs, modified where applicable. The consolidated financial statements are 
presented in Canadian dollars, which is also the functional currency of the Company and its 
subsidiaries. 

(b) Significant Accounting Judgments and Estimates 

The preparation of consolidated financial statements in accordance with IFRS requires 
management to make judgments, estimates and assumptions that affect the application of 
policies and reported amounts of assets and liabilities, income, and expenses. The estimates and 
associated assumptions are based on historical experience and various other factors that are 
believed to be reasonable under the circumstances, the results of which form the basis of making 
the judgments about carrying values of assets and liabilities that are not readily apparent from 
other sources. Actual results may differ from these estimates.  

  



ARCTIC FOX LITHIUM CORP. 
Notes to the Consolidated Financial Statements 
Year Ended June 30, 2025 and 2024 
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2. Material Accounting Policy Information (continued) 

(b) Significant Accounting Judgments and Estimates (continued) 

Significant estimates 

Significant assumptions about the future and other sources of estimation uncertainty in estimates 
made by management at the statement of financial position date that could result in a material 
adjustment to the carrying amounts of assets and liabilities in the event that actual results differ 
from assumptions made relate to, but are not limited to, the following: 

Share-based payments 

Fair values are determined using the Black-Scholes option pricing model. Estimating fair value 
requires determining the most appropriate valuation model for a grant of equity instruments, 
which is dependent on the terms and conditions of the grant. Option-pricing models require the 
use of highly subjective estimates and assumptions including the expected stock price volatility. 
Changes in the underlying assumptions can materially affect the fair value estimates and, 
therefore, existing models do not necessarily provide reliable measurement of the fair value of the 
Company’s stock options. 

Deferred income taxes 

The determination of income tax expense and the composition of deferred income tax assets and 
liabilities involves judgment and estimates as to the future taxable earnings, expected timing of 
reversals of deferred income tax assets and liabilities, and interpretations of tax laws. The 
Company is subject to assessments by tax authorities who may interpret the tax law differently. 
Changes in these interpretations, judgments, and estimates may materially affect the final amount 
of current and deferred income tax provisions, deferred income tax assets and liabilities, and 
results of operations. 

Significant judgments 

The critical judgments that the Company’s management has made in the process of applying the 
Company’s accounting policies that have the most significant effect on the amounts recognized in 
the Company’s consolidated financial statements are as follows: 

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 are likely either 
from future exploitation or sale or where activities have not reached a stage which permits a 
reasonable assessment of the existence of reserves. The deferral policy requires management to 
make certain estimates and assumptions about future events or circumstances, in particular 
whether an economically viable extraction operation can be established. Estimates and 
assumptions may change if new information becomes available. If information becomes available 
suggesting that the recovery of expenditure is unlikely, the amount capitalized is written off in the 
consolidated statement of operations in the period when the new information becomes available. 
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2. Material Accounting Policy Information (continued) 

(b) Significant Accounting Judgments and Estimates (continued) 

Significant judgments (continued) 

Going concern 

The assessment of whether the going concern assumption is appropriate requires management 
to take into account all available information about the future, which is at least, but is not limited 
to, 12 months from the end of the reporting period. The Company is aware that material 
uncertainties related to events or conditions may cast significant doubt upon the Company’s 
ability to continue as a going concern. 

(c) Cash and Cash Equivalents 

The Company considers all highly liquid instruments with a maturity of three months or less at the 
time of issuance, are readily convertible to known amounts of cash, and which are subject to 
insignificant risk of changes in value to be cash equivalents. 

(d) Foreign Currency Translation 

The functional and reporting currency of the Company and its subsidiaries is the Canadian dollar. 
Transactions denominated in foreign currencies are translated using the exchange rate in effect 
on the transaction date or at an average rate. Monetary assets and liabilities denominated in 
foreign currencies are translated at the rate of exchange in effect at the consolidated statement of 
financial position date. Non-monetary items are translated using the historical rate on the date of 
the transaction. Foreign exchange gains and losses are included in the consolidated statement of 
operations. 

(e) Exploration and Evaluation Expenditures 

Exploration and evaluation expenditures include the costs of acquiring licenses, costs associated 
with exploration and evaluation activity, and the fair value (at acquisition date) of exploration and 
evaluation assets acquired in a business combination. Exploration and evaluation expenditures 
are capitalized. Costs incurred before the Company has obtained the legal rights to explore an 
area are charged to operations. 

Exploration and evaluation assets are assessed for impairment if: (i) sufficient data exists to 
determine technical feasibility and commercial viability; and (ii) facts and circumstances suggest 
that the carrying amount exceeds the recoverable amount.  

Once the technical feasibility and commercial viability of the extraction of mineral resources in an 
area of interest are demonstrable, exploration and evaluation assets attributable to that area of 
interest are first tested for impairment and then reclassified to mining property and development 
assets within property, plant and equipment.  

Recoverability of the carrying amount of any exploration and evaluation assets is dependent on 
successful development and commercial exploitation, or alternatively, sale of the respective areas 
of interest. 

Mineral Property Options 

The Company does not record any expenditures made by the optionee on its accounts. It also 
does not recognize any gain or loss on its exploration and evaluation option arrangements but re-
designates any costs previously capitalized in relation to the whole interest as relating to the 
partial interest retained and any consideration received directly from the optionee is credited 
against costs previously capitalized. 
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2. Material Accounting Policy Information (continued) 

(f) Impairment of Non-Current Assets 

At each reporting date, the Company reviews the carrying amounts of its long-lived assets to 
determine whether there are any indications of impairment. If any such indication exists, the 
recoverable amount of the asset is estimated in order to determine the extent of the impairment, if 
any. 

Where the asset does not generate cash flows that are independent from other assets, the 
Company estimates the recoverable amount of the cash generating unit (“CGU”) to which the 
asset belongs. The recoverable amount is determined as the higher of fair value less direct costs 
to sell and the asset’s value in use. In assessing value in use, the estimated future cash flows are 
discounted to their present value. Estimated future cash flows are calculated using estimated 
recoverable reserves, estimated future commodity prices and the expected future operating and 
capital costs. The pre-tax discount rate applied to the estimated future cash flow reflects current 
market assessments of the time value of money and the risks specific to the asset for which the 
future cash flow estimates have not been adjusted. 

If the carrying amount of an asset or CGU exceeds its recoverable amount, the carrying amount 
of the asset or CGU is reduced to its recoverable amount through an impairment charge to the 
consolidated statement of operations. 

Assets that have been impaired are tested for possible reversal of impairment whenever events 
or changes in circumstance indicate that the impairment may have reversed. When an 
impairment subsequently reverses, the carrying amount of the asset or CGU is increased to the 
revised estimate of its recoverable amount, but only so that the increased carrying amount does 
not exceed the carrying amount that would have been determined (net of depreciation, depletion 
and amortization) had no impairment loss been recognized for the asset or CGU in prior periods. 
A reversal of impairment is recognized as a gain in the consolidated statement of operations. 

 
(g) Financial Instruments 

Financial assets and financial liabilities are recognized when the Company becomes a party to 
the contractual provisions of the respective instrument. 

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that 
are directly attributable to the acquisition or issue of financial assets and financial liabilities (other 
than financial assets and financial liabilities at fair value through profit or loss) are included in the 
initial carrying value of the related instrument and are amortized using the effective interest 
method. Transaction costs directly attributable to the acquisition of financial assets or financial 
liabilities at fair value through profit or loss are recognized immediately in the consolidated 
statement of operations. 

Fair value estimates are made at the statement of financial position date based on relevant 
market information and information about the financial instrument. In accordance with IFRS 9, 
financial instruments are classified into either: fair value through profit or loss (“FVTPL”), fair 
value through other comprehensive income (“FVOCI”), or amortized cost. 

The Company has made the following classifications: 

 Cash          Amortized cost 
 Accounts payable and accrued liabilities  Amortized cost 
 Loans payable        Amortized cost 
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2. Material Accounting Policy Information (continued) 

(g) Financial Instruments (continued) 

Financial assets 

The classification of financial assets depends on the nature and purpose of the financial assets 
and is determined at the time of initial recognition. 

Financial assets at FVTPL 

Financial assets are classified as FVTPL when the financial asset is either held for trading or it is 
designated as FVTPL. A financial asset is classified as held for trading if: 

• it has been acquired principally for the purpose of selling it in the near term; or 
• on initial recognition, it is part of a portfolio of identified financial instruments that the 

Company manages together and has a recent actual pattern of short-term profit-taking; or 
• it is a derivative that is not designated and effective as a hedging instrument. 

Financial assets at FVTOCI 

Financial assets are measured at fair value through other comprehensive income only if they are 
not designated at FVTPL, and the following conditions are met: 

• it has been held within a business model whose objective is achieved by both collecting 
contractual cash flows and selling financial assets; and, 

• the contractual terms of the financial asset give rise on specified dates to cash flows that 
are solely payments of principal and interest on the principal amount outstanding. 

Financial assets at amortized cost 

Financial assets are measured at amortized cost if they are not designated at FVTPL, and the 
following conditions are met: 

• are non-derivative financial assets which are held within a business model whose objective 
is to hold assets to collect contractual cash flows and selling financial assets; and, 

• the contractual terms give rise on specified dates to cash flows that are solely payments of 
principal and interest on the principal amount outstanding.  

Impairment of financial assets  

Financial assets, other than those classified as FVTPL, are assessed for indicators of impairment 
at the end of each reporting period. Financial assets are considered to be impaired when there is 
objective evidence that, as a result of one or more events that occurred after the initial recognition 
of the financial asset, the estimated future cash flows of the investment have been decreased. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all 
financial assets with the exception of trade receivables, where the carrying amount is reduced 
through the use of an allowance account. 

When a trade receivable is considered uncollectible, it is written off against the allowance 
account. Subsequent recoveries of amounts previously written off are offset against the 
allowance account. Changes in the carrying amount of the allowance account are recognized in 
the consolidated statement of operations. Loss allowances are based on the lifetime ECL’s that 
result from all possible default events over the expected life of the trade receivable, using the 
simplified approach. 

For financial assets measured at amortized cost, if, in a subsequent period, the amount of the 
impairment loss decreases and the decrease can be related objectively to an event occurring 
after the impairment was recognized, the previously recognized impairment loss is reversed 
through the consolidated statement of operations to the extent that the carrying amount of the 
investment at the date the impairment is reversed does not exceed what the amortized cost 
would have been had the impairment not been recognized. 
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2. Material Accounting Policy Information (continued) 

(g) Financial Instruments (continued) 

Financial liabilities and equity instruments 

Classification as debt or equity 

 Debt and equity instruments issued by the Company are classified as either financial liabilities or 
as equity in accordance with the substance of the contractual arrangements and the definitions of 
a financial liability and an equity instrument. 

Equity instruments 

 An equity instrument is any contract that evidences a residual interest in the assets of an entity 
after deducting all of its liabilities. Equity instruments issued by the Company are recognized as 
the proceeds received, net of direct issue costs. 

Other financial liabilities 

Other financial liabilities (including loans and borrowings and trade payables and other liabilities) 
are initially measured at fair value, net of transaction costs. Subsequently, other financial liabilities 
are measured at amortized cost using the effective interest method. 

The effective interest method is a method of calculating the amortized cost of a financial liability 
and of allocating interest expense over the relevant period. The effective interest rate is the rate 
that exactly discounts estimated future cash payments (including all fees and points paid or 
received that form an integral part of the effective interest rate, transaction costs and other 
premiums or discounts) through the expected life of the financial liability, or (where appropriate) a 
shorter period, to the net carrying amount on initial recognition. 

(h) Flow-through Shares 

 The resource expenditure deductions for income tax purposes related to exploration and 
development activities funded by flow-through share arrangements are renounced to investors in 
accordance with Canadian tax legislation. On issuance, the premium recorded on the flow-
through share, being the difference in price over a common share with no tax attributes, is 
recognized as a liability. The liability is derecognized to the consolidated statement of operations 
when the tax deductions are renounced through filing with the Canadian tax authorities. 

 
(i) Income Taxes 

Current income tax 

Current income tax assets and liabilities for the current period are measured at the amount 
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used 
to compute the amount are those that are enacted or substantively enacted, at the reporting date. 
Current income tax relating to items recognized directly in other comprehensive income or equity 
is recognized in other comprehensive income or equity and not in the consolidated statement of 
operations. Management periodically evaluates positions taken in the tax returns with respect to 
situations in which applicable tax regulations are subject to interpretation and establishes 
provisions where appropriate. 
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2. Material Accounting Policy Information (continued) 

(i) Income Taxes 

Deferred income tax 

Deferred income tax is provided using the statement of financial position method on temporary 
differences at the reporting date between the tax bases of assets and liabilities and their carrying 
amounts for financial reporting purposes. The carrying amount of deferred income tax assets is 
reviewed at the end of each reporting period and recognized only to the extent that it is probable 
that sufficient taxable income will be available to allow all or part of the deferred income tax asset 
to be utilized. Deferred income tax assets and liabilities are measured at the tax rates that are 
expected to apply to the year when the asset is realized or the liability is settled, based on tax 
rates (and tax laws) that have been enacted or substantively enacted by the end of the reporting 
period. Deferred income tax assets and deferred income tax liabilities are offset if a legally 
enforceable right exists to set off current tax assets against current income tax liabilities and the 
deferred income taxes relate to the same taxable entity and the same taxation authority.  

(j) Share-based Payments 

The grant date fair value of share-based payment awards granted to employees is recognized as 
stock-based compensation expense, with a corresponding increase in equity, over the period that 
the employees unconditionally become entitled to the awards. The amount recognized as an 
expense is adjusted to reflect the number of awards for which the related service and non-market 
vesting conditions are expected to be met, such that the amount ultimately recognized as an 
expense is based on the number of awards that do meet the related service and non-market 
performance conditions at the vesting date. For share-based payment awards with non-vesting 
conditions, the grant date fair value of the share-based payment is measured to reflect such 
conditions and there is no true-up for differences between expected and actual outcomes. 

Where equity instruments are granted to parties other than employees, they are recorded by 
reference to the fair value of the services received. If the fair value of the services received 
cannot be reliably estimated, the Company measures the services received by reference to the 
fair value of the equity instruments granted, measured at the date the counterparty renders 
service.  

 All equity-settled share-based payments are reflected in share-based payment reserve, unless 
exercised. Upon exercise, shares are issued from treasury and the amount reflected in share-
based payment reserve is credited to share capital, adjusted for any consideration paid. 

(k) Loss Per Share 

  Basic loss per share is computed using the weighted average number of common shares 
outstanding during the period. The treasury stock method is used for the calculation of diluted 
loss per share, whereby all “in the money” stock options and share purchase warrants are 
assumed to have been exercised at the beginning of the period and the proceeds from their 
exercise are assumed to have been used to purchase common shares at the average market 
price during the period. When a loss is incurred during the period, basic and diluted loss per 
share are the same as the exercise of stock options and share purchase warrants is considered 
to be anti-dilutive. As at June 30, 2025, the Company has 17,392,333 (2024 – 15,236,663) 
potentially dilutive shares outstanding 
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2. Material Accounting Policy Information (continued) 

(l) Recent Accounting Pronouncements 

A number of new standards, and amendments to standards and interpretations, are not yet 
effective for the year ended June 30, 2025, and have not been early adopted in preparing these 
consolidated financial statements.  

IFRS 18 Presentation and Disclosure in Financial Statements 

In April 2024, the IASB issued IFRS 18 – Presentation and Disclosure in Financial Statements 
which will replace IAS 1, Presentation of Financial Statements. The key new concepts introduced 
in IFRS 18 relate to the structure of the statement of earnings (loss), required disclosures in the 
financial statements for certain earnings or loss performance measures that are reported outside 
an entity’s financial statements and enhanced principles on aggregation and disaggregation 
which apply to the primary financial statements and notes in general. IFRS 18 will apply for 
reporting periods beginning on or after January 1, 2027, and also applies to comparative 
information. The Company is still in the process of assessing the impact of this standard on its 
financial statements. 

Amendments to the Classification and Measurement of Financial Instruments (“Amendments to 
IFRS 9 and IFRS 7”) 

In May 2024, the IASB issued Amendments to IFRS 9 and IFRS 7 which clarify the date of 
recognition and derecognition of some financial assets and liabilities with a new exception for 
some financial liabilities settled through an electronic cash transfer system, clarify and add further 
guidance for assessing whether a financial asset meets the solely payments of principal and 
interest criterion, add new disclosures for certain instruments with contractual terms that can 
change cash flows such as instruments with features linked to the achievement of environment, 
social and governance targets; and update the disclosures for equity instruments designated at 
FVOCI. Amendments to IFRS 9 and IFRS 7 is effective for periods beginning on or after January 
1, 2026, with early adoption permitted. The Company is still in the process of assessing the 
impact of this standard on its financial statements. 

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

 
Spius 

Property 
$ 

Kana Lake 
Lithium 
Property 

$ 

Pontax North 
Lithium 
Property 

$ 

Delta Lake 
Lithium  
Property 

$ 
Total 

$ 
      
Acquisition costs:      
      Balance, June 30, 2023 61,000 130,000 43,060 60,000 294,060 
      Additions – 37,073 433 – 37,506 

Impairment (61,000) (167,073) – (60,000) (288,073) 
      Balance, June 30, 2024 – – 43,493 – 43,493 
      Additions – – 15,000 – 15,000 

Impairment – – (55,000) – (55,000) 
      Balance June 30, 2025 – – 3,493 – 3,493 
      Exploration costs:      
      Balance, June 30, 2023 127,976 1,587 1,587 – 131,150 
      Assaying and sampling – 10,287 9,791 837 20,915 

Data compilation and reports – 31,287 30,365 5,006 66,658 
Exploration costs – 219,948 211,252 24,904 456,104 
Surveying – 20,010 49,475 9,840 79,325 
Impairment (127,976) (283,119) – (40,587) (451,682) 

      Balance, June 30, 2024 – – 302,470 – 302,470 
Assaying and sampling – – 2,110 – 2,110 
Data compilation and reports – 1,005 1,005 502 2,512 
Exploration costs – 2,690 69,564 2,345 74,599 
Impairment – (3,695) (242,988) (2,847) (249,530) 

      Balance, June 30, 2025 – – 132,161 – 132,161 
      Net carrying value, June 30, 2024 – – 345,963 – 345,963 

      Net carrying value, June 30, 2025 – – 135,654 – 135,654 

Spius Property 

On October 20, 2020 (as amended on December 27, 2021, June 8, 2022, and September 29, 2022), 
the Company entered into a mineral property option agreement whereby the Company has the right 
to earn a 60% interest in certain mineral claims located in the Nicola and New Westminster Mining 
Districts in British Columbia, Canada. To earn this interest, the Company is to make payments 
totalling $60,000, issue a total of 1,000,000 common shares, and incur exploration expenditures on 
the property aggregating $550,000 as follows: 

Cash consideration to be paid: 
• $15,000 to be paid within 5 business days of the Company being listed on the TSX Venture 

Exchange or the Canadian Securities Exchange (“Listing Date”) (paid); 
• a further $15,000 on or before December 31, 2023 and 
• a further $30,000 on or before December 31, 2024. 

Common shares to be issued: 
• 200,000 shares within 10 days of the Listing Date (issued); 
• a further 200,000 shares on or before December 31, 2023; and 
• a further 600,000 shares on or before December 31, 2024. 

Exploration expenditures to be incurred: 
• $150,000 on or before December 31, 2023; and  
• $550,000 in aggregate on or before December 31, 2024. 

During the year end June 30, 2024, the Company terminated the mineral property option agreement 
and recognized an impairment of $188,976 as it decided not to pursue further exploration activities. 



ARCTIC FOX LITHIUM CORP. 
Notes to the Consolidated Financial Statements 
Year Ended June 30, 2025 and 2024 
(Expressed in Canadian Dollars) 
 

17 

3. Exploration and Evaluation Assets (continued) 

Kana Lake Lithium Property 

On January 27, 2023, in connection with the acquisition of Pipeline, the Company acquired the rights 
to an option agreement dated January 5, 2023 to acquire a 100% interest in 37 active mineral claims 
located in the James Bay region of Quebec, collectively known as the Kana Lake Lithium project. 

To earn this interest, the Company is to make payments as follows: 

• $40,000 within 10 days following the effective date of January 5, 2023 (the “Effective Date”) 
(paid); 

• $80,000 on or before January 5, 2024; 
• $150,000 on or before January 5, 2025; and  
• $225,000 on or before January 5, 2026. 

The option is subject to a 2% net smelter returns royalty and a bonus consisting of a one-time 
payment of $1,000,000, payable in cash or shares, upon receiving the results of test drillings on the 
property showing 1% or greater of Li2O that is said to be at 10 meters or more below the property. 
The Company has the irrevocable right to purchase 1.5% of the 2% net smelter returns royalty at any 
time after the option has been exercised in consideration for $2,000,000. 

On April 17, 2023, the Company entered into an option agreement to acquire a 100% interest in 51 
additional claims adjacent to the Kana Lake Lithium property.  

To earn this interest, the Company is to make payments as follows: 

• 600,000 shares within 30 days following the effective date of April 17, 2023 (the “Effective Date”) 
(issued); 

• $50,000, payable in cash or shares, on or before October 17, 2023 (paid through issuance of 
833,333 shares); 

• $250,000, payable in cash or shares, on or before April 17, 2024; and 
• $250,000, payable in cash or shares, on or before April 17, 2025. 

The option is subject to a 2% net smelter returns royalty. The Company has the irrevocable right to 
purchase 1.5% of the 2% net smelter returns royalty at any time after the option has been exercised 
in consideration for $2,000,000. 

The Company staked an additional 22 mineral claims adjacent to the Kana Lake Lithium property for 
$3,740.  

During the year ended June 30, 2024, the Company recognized an impairment of $450,192 as it 
decided not to pursue further exploration activities. 

Pontax North Lithium Property 

On March 15, 2023, in connection with the acquisition of 1000383374, the Company acquired the 
rights to an option agreement dated January 17, 2023 (as amended on July 1, 2024) to acquire a 
100% interest in 34 active mineral claims located in the James Bay region of Quebec, collectively 
known as the Pontax North Lithium project. 

To earn this interest, the Company is to make payments as follows: 

• $25,000 within 10 days following effective date of January 17, 2023 (the “Effective Date”) (paid); 
• $15,000 on or before March 18, 2023 (paid); 
• $5,000 per month from July to December 2024 (paid July to September 2024 - $15,000, October 

to December 2024 of $15,000 were in default); 
• $150,000 on or before January 17, 2025 (in default); and  
• $225,000 on or before January 17, 2026. 

  



ARCTIC FOX LITHIUM CORP. 
Notes to the Consolidated Financial Statements 
Year Ended June 30, 2025 and 2024 
(Expressed in Canadian Dollars) 
 

18 

3. Exploration and Evaluation Assets (continued) 

Pontax North Lithium Property (continued) 

The option is subject to a 2% net smelter returns royalty and a bonus consisting of a one-time 
payment of $1,000,000, payable in cash or shares, upon receiving the results of test drillings on the 
property showing 1% or greater of Li2O that is said to be at 10 meters or more below the property. 
The Company has the irrevocable right to purchase 1.5% of the 2% net smelter returns royalty at any 
time after the option has been exercised in consideration for $2,000,000. 

On March 28, 2023, the Company staked 18 claims adjacent to the property. On January 26, 2024, 
the Company staked an additional 2 claims adjacent to the property. 

During the year ended June 30, 2025, the Company recognized an impairment of $297,988 due to 
being in default of the option payments. 

Delta Lake Lithium Property 

On April 19, 2023, the Company entered into an option agreement to acquire a 100% interest in 20 
active mineral claims located in the James Bay region of Quebec, collectively known as the Delta 
Lake Lithium project. 

To earn this interest, the Company is to make payments as follows: 

• 400,000 shares within 30 days following the effective date of April 19, 2023 (the “Effective Date”) 
(issued); and 

• 500,000 shares on or before April 19, 2024. 

The Company must also incur an aggregate of $200,000 in expenditures on the property within 2 
years following the Effective Date. 

The option is subject to a 2% net smelter returns royalty. The Company has the irrevocable right to 
purchase 1.5% of the 2% net smelter returns royalty at any time after the option has been exercised 
in consideration for $1,000,000. 

During the year ended June 30, 2024, the Company recognized an impairment of $100,587 as it 
decided not to pursue further exploration activities. 

 
4. Related Party Transactions 

(a) As at June 30, 2025, the Company owed $25,599 (2024 – $23,819) to the CEO of the Company 
and a company controlled by the CEO, which is included in accounts payable and accrued 
liabilities. The amount is unsecured, non-interest bearing, and due on demand. During the year 
ended June 30, 2025, the Company incurred management fees of $72,000 (2024 – $72,000) to a 
company controlled by the CEO of the Company. 

(b) As at June 30, 2025, the Company owed $63,000 (2024 – $25,200) to a company controlled by 
the CFO of the Company, which is included in accounts payable and accrued liabilities. The 
amount is unsecured, non-interest bearing, and due on demand. During the year ended June 30, 
2025, the Company incurred professional fees of $36,000 (2024 – $36,000) to a company 
controlled by the CFO of the Company. 

(c) As at June 30, 2025, the Company owed $17,557 (2024 - $2,000) to a company controlled by the 
CEO and the CFO of the Company, which is included in accounts payable and accrued liabilities. 
The amount is unsecured, non-interest bearing, and due on demand. During the year ended June 
30, 2025, the Company incurred rent and administration fees of $60,000 (2024 – $60,000) to a 
company controlled by the CEO and the CFO of the Company. 
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5. Other Liabilities 

Other liabilities include the liability portion of the flow-through shares issued. The following is a 
continuity schedule of the liability portion of the flow-through share issuances: 

  $ 
   
Balance, June 30, 2023   27,620 
   

Liability incurred on flow-through shares issued (Note 7)  104,000 
Derecognition of liability upon filing renunciation of tax deductions  (131,620) 

   
Balance, June 30, 2024  – 
   

Liability incurred on flow-through shares issued (Note 7)  8,750 
Derecognition of liability upon filing renunciation of tax deductions  (8,750) 

   
Balance, June 30, 2025  – 

 
6. Loans Payable 

(a) As at June 30, 2025, the Company has a loan payable of $1,000 (2024 - $1,819) owing to the 
CEO of the Company which is non-interest bearing, unsecured, and due on demand. 
 

(b) As at June 30, 2025, the Company has a loan payable of $5,000 (2024 - $5,000) owing to the 
spouse of the CFO of the Company which is non-interest bearing, unsecured, and due on 
demand. 
 

(c) On October 30, 2024, the Company entered into a loan agreement with an arms length party for 
gross proceeds of $40,000. On April 1, 2025, the Company entered into a loan agreement with 
the same party for an additional of $15,000. The loans bear 2% interest per month, are 
unsecured, and due on demand. As at June 30, 2025 the principal balance of $55,000 (2024 - 
$nil) is outstanding.  

 
7. Share Capital 

Authorized: 100,000,000 Class A voting common shares without par value 
 
Shares issued during the year ended June 30, 2025: 

(a) On July 29, 2024, the Company issued 5,100,000 units at a price of $0.015 per unit for proceeds 
of $76,500. Each unit consisted of one common share and one share purchase warrant 
exercisable at $0.05 per common share expiring on July 29, 2026. All units were issued to the 
CEO of the Company and parties related to him. Using the residual value method, the Company 
allocated $25,500 to equity reserves for the fair value of the share purchase warrants. 

(b) On August 27, 2024, the Company issued 1,750,000 flow-through units at $0.02 per unit for 
proceeds of $35,000 and 1,901,667 non flow-through units at $0.015 per unit for gross proceeds 
of $28,525. Each flow-through and non flow-through unit consisted of one common share and 
one share purchase warrant exercisable at $0.05 per share expiring on August 27, 2026. Out of 
the 1,901,667 non flow-through units issued, 235,000 were issued to the daughter of the CEO of 
the Company for gross proceeds of $3,525. Using the residual value method, the Company 
allocated $18,258 to equity reserves for the fair value of the share purchase warrants. Upon 
issuance, the Company recognized a flow-through premium liability of $8,750. Refer to Note 5. 
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7. Share Capital (continued) 

Shares issued during the year ended June 30, 2024: 

(c) On July 21, 2023, the Company issued 633,333 non flow-through units at $0.15 per unit for gross 
proceeds of $95,000 and 2,600,000 flow-through units at $0.18 per unit for gross proceeds of 
$468,000. Each non flow-through unit consisted of one common share and one share purchase 
warrant. Each share purchase warrant is exercisable at $0.25 per common share expiring on 
July 21, 2025. Each flow-through unit consisted of one common share and one-half of one share 
purchase warrant. Each whole share purchase warrant is exercisable at $0.25 per common share 
expiring on July 21, 2025. Out of the 633,333 non flow-through units issued, 200,000 units were 
issued to the spouse of the CEO for proceeds of $30,000. Using the residual value method, the 
Company allocated $38,667 to equity reserves for the fair value of the share purchase warrants. 
In connection with the private placement, the Company paid a finder’s fee of $39,600 and issued 
174,000 finder’s warrants with a fair value of $9,175. Each finder’s warrant is exercisable $0.25 
per common share expiring on July 21, 2025. The fair value of finders’ warrants were determined 
using the Black-Scholes option pricing model with the following assumptions: volatility rate of 
103.82%, risk-free rate of 4.53%, expected life of 2 years, and no expected dividends. Upon 
issuance, the Company recognized a flow-through premium of $104,000. 

(d) On July 21, 2023, the Company issued 400,000 non flow-through units with a fair value of 
$60,000 to settle $60,000 of the promissory note. The Company also issued 120,000 common 
shares with a fair value of $15,600 pursuant to the promissory note. 

(e) On October 16, 2023, the Company issued 666,667 common shares with a fair value of $50,000 
to settle accounts payable of $50,000. 

(f) On November 17, 2023, the Company issued 833,333 common shares with a fair value of 
$33,333 pursuant to the Kana Lake mineral property option agreement (Note 3).  

(g) On November 20, 2023, the Company issued 1,055,833 common shares with a fair value of 
$42,233 to settle accounts payable of $15,000 owed to a third party, $28,350 owed to companies 
controlled by the CEO and the CFO of the Company, and a loan payable of $20,000 owed to the 
CEO of the Company. This resulted in a gain on settlement of debt of $21,117. 

(h) On March 26, 2024, the Company issued 2,833,333 units at a price of $0.03 per unit for proceeds 
of $85,000. Each unit consisted of one common share and one share purchase warrant 
exercisable at a price of $0.06 per common share expiring on March 26, 2026. Out of the 
2,833,333 units issued, 1,000,000 units were issued to the spouse of the CEO for proceeds of 
$30,000. Using the residual value method, the Company allocated $28,333 to equity reserves for 
the fair value of the share purchase warrants. 
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8. Share Purchase Warrants 

The following table summarizes the continuity of share purchase warrants: 

 

Number of 
warrants 

Weighted 
average 
exercise 

price 
$ 

   

Balance, June 30, 2023 5,580,997 0.24 
   

Issued 5,340,666 0.15 

Expired (385,000) 0.12 
   
Balance, June 30, 2024 10,536,663 0.20 
   

Issued 8,751,667 0.05 
Expired (5,195,997) 0.25 

   
Balance, June 30, 2025 14,092,333 0.09 

As at June 30, 2025, the following share purchase warrants were outstanding: 

Number of 

warrants 

outstanding 

Exercise 

price 

$ 

 

 

Expiry date 

   2,507,333 0.25 July 21, 2025 
2,833,333 0.06 March 26, 2026 
5,100,000 0.05 July 29, 2026 
3,651,667 0.05 August 27, 2026 

   
14,092,333   

 
9. Stock Options 

The following table summarizes the continuity of stock options: 

 

Number of 

stock options 

Weighted 

average 

exercise 

price 

$ 

   
Balance, June 30, 2023 2,700,000 0.13 
   

Granted 2,250,000 0.10 
Forfeited (250,000) 0.13 

   
Balance, June 30, 2024 4,700,000 0.12 
   

Forfeited (1,400,000) 0.12 
   
Balance, June 30, 2025 3,300,000 0.11 
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9. Stock Options (continued) 

Additional information regarding stock options outstanding as at June 30, 2025 is as follows: 

  Outstanding and exercisable  

Range of 
exercise prices 

$ 
Number of 

options 

Weighted 
average 

remaining 
contractual life 

(years) 

Weighted 
average 
exercise 

price 
$  

 
0.03 700,000 3.8 0.03 
0.13 2,075,000 2.6 0.13 
0.15 525,000 3.1 0.15 

    
 3,300,000 2.9 0.11 

Share-based compensation expense is determined using the Black-Scholes option pricing model. 
During the year ended June 30, 2025, the Company recognized share-based compensation expense 
of $nil (2024 - $162,077) in equity reserves, of which $nil (2024 - $68,504) pertains to officers and 
directors of the Company. The weighted average fair value of stock options granted during the year 
ended June 30, 2024, was $nil (2024 - $0.07) per option. 

The weighted average assumptions used in calculating the fair value of share-based compensation 
expense are as follows: 

 2025 2024 
   
Risk-free interest rate – 3.65% 
Dividend yield – 0% 
Expected volatility – 178% 
Expected life (years) – 5 
Forfeiture rate – 0% 

 
10. Capital Management 

The Company manages its capital to maintain its ability to continue as a going concern and to provide 
returns to shareholders and benefits to other stakeholders. The capital structure of the Company 
consists of cash and equity comprised of issued share capital. 

The Company manages its capital structure and makes adjustments to it in light of economic 
conditions. The Company, upon approval from its Board of Directors, will balance its overall capital 
structure through new share issuances or by undertaking other activities as deemed appropriate 
under the specific circumstances. 

Management reviews its capital management approach on an ongoing basis and believes that this 
approach, given the relative size of the Company, is reasonable. The Company is not subject to 
externally imposed capital requirements. 

 
11. Segmented Information 

The Company operates in one industry and geographic segment, the mineral resource industry with 
all current exploration activities conducted in Canada. 
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12. Financial Instruments and Risk Management 

(a) Fair Values 

Fair value measurements are classified using a fair value hierarchy that reflects the significance 
of inputs used in making the measurements. The fair value hierarchy has the following levels: 

• Level 1 – valuation based on quoted prices (unadjusted) in active markets for identical 
assets or liabilities; 

• Level 2 – valuation techniques based on inputs other than quoted prices included in Level 
1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. 
derived from prices); and 

• Level 3 – valuation techniques using inputs for the asset or liability that are not based on 
observable market data (unobservable inputs). 

The fair values of financial instruments, which include cash, accounts payable and accrued 
liabilities, and loans payable, approximate their carrying values due to the relatively short-term 
maturity of these instruments. 

(b) Credit Risk 

Financial instruments that potentially subject the Company to a concentration of credit risk consist 
primarily of cash. The Company limits its exposure to credit loss by placing its cash with high 
credit quality financial institutions. The carrying amount of financial assets represents the 
maximum credit exposure. 

(c) Foreign Exchange Rate Risk 

Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in the foreign exchange rates. The Company is not exposed to any 
significant foreign exchange rate risk. 

(d) Interest Rate Risk 

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company is not exposed to significant 
interest rate risk as it does not have any liabilities with variable rates. 

(e) Liquidity Risk 

Liquidity risk is the risk that the Company will encounter difficulty in meeting financial obligations 
due to shortage of funds. The Company manages liquidity risk by maintaining sufficient cash 
balances and adjusting its operating budget and expenditure. Liquidity requirements are 
managed based on expected cash flows to ensure that there is sufficient capital in order to meet 
short-term and other specific obligations. 

(f) Price Risk 

The Company is exposed to price risk with respect to commodity prices. The Company’s ability to 
raise capital to fund exploration and development activities is subject to risks associated with 
fluctuations in the market price of commodities. 
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13. Income Taxes 

The tax effect (computed by applying the Canadian federal and provincial statutory rate) of the 
significant temporary differences, which comprise deferred income tax assets and liabilities, are as 
follows: 

 2025 
$ 

2024 
$ 

   
Canadian statutory income tax rate 27% 27% 
   Income tax recovery at statutory rate (145,333) (337,955) 
   Tax effect of:    

Permanent differences and other 7,312 213,093 
True up of prior year difference (6,056) (16,128) 
Change in unrecognized deferred income tax asset 144,077 140,990 

   Income tax provision – – 

The significant components of deferred income tax assets and liabilities are as follows: 

 2025 
$ 

2023 
$ 

   Deferred income tax assets (liability) 
 Non-capital losses carried forward 618,383 541,524 

Resource pools 149,747 76,974 
Share issuance costs 13,930 19,486 
Unrecognized deferred income tax asset (782,060) (637,984) 

   Net deferred income tax asset – – 

As at June 30, 2025, the Company has non-capital losses carried forward of $2,290,307, which is 
available to offset future years’ taxable income. These losses expire as follows: 

  $ 
  2033  34,014 

2034  183,853 
2035  79,566 
2036  63,415 
2037  44,691 
2038  39,803 
2039  769,496 
2040  100,011 
2041  146,730 
2042  143,326 
2043  400,737 
2044  22,429 
2045  262,236 
     2,290,307 

The Company also has available mineral resource related expenditure pools totalling $690,272, 
which may be deducted against future taxable income on a discretionary basis. 
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14. Subsequent Event 

On July 16, 2025, the Company entered into a business combination agreement with MakerSoul 
(Hong Kong) Limited (“Makersoul”), a corporation incorporated under the laws of Hong Kong, 
whereby the Company is to acquire 100% of the issued and outstanding common shares of 
Makersoul in exchange for 7,046,738 post-consolidation common shares (the Company is to execute 
a 1-for-10 share consolidation). 

 
In connection with the business combination, Makersoul advanced a bridge loan to the Company of 
$25,000 which is non-interest bearing, secured by a general security agreement, and maturing at the 
earliest of the following:  

 

(i) closing date of the transaction; 

(ii) October 31, 2025; 

(iii) upon termination of the transaction; and 

(iv) occurrence of an Event of Default as defined in the loan agreement. 

 
 


