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Opinion

We have audited the accompanying consolidated financial statements of Cruz Battery Metals Corp. (the “Company”), which
comprise the consolidated statements of financial position as at July 31, 2022 and 2021, and the consolidated statements of loss
and comprehensive loss, cash flows, and changes in shareholders’ equity for the years then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the
Company as at July 31, 2022 and 2021, and its financial performance and its cash flows for the years then ended in accordance
with International Financial Reporting Standards (“IFRS”).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the 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 in our audit 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 incurred a loss of
$2,179,357 during the year ended July 31, 2022 and, has an accumulated deficit of $21,113,153 since its inception. As stated
in Note 1, these events and conditions 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.

Other Information

Management is responsible for the other information. The other information obtained at the date of this auditor's report includes
Management’s Discussion and Analysis.

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

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

Responsibilities of Management and Those Charged with Governance for the 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:

e 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.

e  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.

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

e 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.

o 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.

e 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.

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

)ﬂu schons o &74#:/ LP

Vancouver, Canada Chartered Professional Accountants

November 28, 2022



CRUZ BATTERY METALS CORP.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Expressed in Canadian Dollars)

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

ASSETS July 31, July 31,
2022 2021
Current assets
Cash and cash equivalents — Note 4 $ 122,630 $ 1,359,131
Receivables — Note 5 3,818 15,014
Prepaid expenses 1,373 13,072
Total current assets 127,821 1,387,217
Non-current assets
Property and equipment — Note 6 27,979 35,023
Rent deposit 24,590 24,590
Right-of-use asset — Note 7 257,886 307,799
Security deposits — Note 8 22,827 -
Exploration and evaluation assets — Note 8 2,878,925 2,456,138
Total assets $ 3,340,028 $ 4,210,767
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities — Notes 9 and 12 § 245230 § 247,126
Interest payable 8,350 8,350
Lease liability — Note 7 43,188 38,689
296,768 294,165
Non-current liabilities
Lease liability — Note 7 238,374 281,562
Total liabilities 535,142 575,727
SHAREHOLDERS’ EQUITY
Share capital — Note 10 21,305,399 20,795,366
Reserves — Note 10 2,612,640 1,773,470
Accumulated deficit (21,113,153) (18,933,796)
Total shareholders’ equity 2,804,886 3,635,040
Total liabilities and shareholders’ equity $ 3,340,028 $ 4,210,767
Nature and Continuance of Operations (Note 1)
Subsequent Events (Note 18)
APPROVED BY THE DIRECTORS:
“Seth Kay” Director “James Nelson” Director
Seth Kay James Nelson



CRUZ BATTERY METALS CORP.

CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS

(Expressed in Canadian Dollars)

Years ended July 31,
2022 2021
Operating expenses

Consulting $ 84,000 $ 84,000
Corporate branding 132,418 41,413
Depreciation — Notes 6 and 7 56,957 47,464
Management and directors’ fees — Note 12 114,600 134,100
Office and miscellaneous 68,508 89,112
Professional fees — Note 12 99,423 126,187
Shareholder information 23,819 17,024
Share-based payments — Notes 10 and 12 969,145 167,709
Transfer agent and filing fees 26,237 22,480
Travel 4,302 10,930
(1,579,409) (740,419)
Interest income 2,037 12,678
Interest expense - (8,350)
Write-down of exploration and evaluation assets — Note 8 (601,985) (151,065)
(599,948) (146,737)
Loss and comprehensive loss for the year $ (2,179,357) § (887,156)
Loss per share — basic and diluted — Note 11 $ 0.02) $ (0.01)

Weighted average number of shares outstanding — basic and diluted
—Note 11 110,515,778 94,014,890

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



CRUZ BATTERY METALS CORP.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Expressed in Canadian Dollars)

Operating Activities

Loss for the year

Adjustments for non-cash items:
Depreciation
Accrued interest on flow-through tax
Interest expense
Share-based payments
Write-down of exploration and evaluation assets

Changes in non-cash working capital items:
Receivables
Prepaid expenses
Rent deposit
Accounts payable and accrued liabilities

Cash used in operating activities
Investing Activities
Acquisition of property and equipment
Exploration and evaluation assets
Security deposits
Cash used in investing activities
Financing Activities
Proceeds from issuance of share capital
Share issue costs
Repayment of lease liability
Cash provided by financing activities
Decrease in cash and cash equivalents during the year

Cash and cash equivalents, beginning of the year

Cash and cash equivalents, end of the year

Years ended July 31,
2022 2021
$ (2,179,357) $ (887,156)
56,957 47,464
- 8,350
27,258 25,235
969,145 167,709
601,985 151,065
11,196 32,591
11,699 24,079
- 5,030
(14,678) 30,219
(515,795) (395,414)
- (40,893)
(1,011,990) (221,384)
(22,827) -
(1,034,817) (262,277)
382,823 399,468
(2,765) -
(65,947) (54,377)
314,111 345,091
(1,236,501) (312,600)
1,359,131 1,671,731
$ 122,630 § 1,359,131

Supplemental Disclosure with Respect to Cash Flows (Note 17)

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



CRUZ BATTERY METALS CORP.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(Expressed in Canadian Dollars)

Share Capital
Number of shares

Accumulated

Amount Reserves Deficit Total

Balance, July 31, 2020

For exploration and evaluation assets
Share purchase warrants exercised

Stock options exercised

Stock options issued

Transfer of reserves on options exercised
Loss for the year

Balance, July 31, 2021

Share purchase warrants exercised

Share issue costs

Stock options exercised

Stock options issued

Transfer of reserves on options exercised
Loss for the year

Balance, July 31, 2022

83,472,697 $ 19,235,578 1,641,081  $ (18,046,640) $ 2,830,019
16,000,000 1,125,000 - - 1,125,000
5,219,355 260,968 - - 260,968
1,950,000 138,500 - - 138,500
- - 167,709 - 167,709

- 35,320 (35,320) - -

- - - (887,156) (887,156)
106,642,052 20,795,366 1,773,470 (18,933,796) 3,635,040
3,006,452 150,323 - - 150,323
- (2,765) - - (2,765)
3,100,000 232,500 - - 232,500
- - 969,145 - 969,145

- 129,975 (129,975) - -

: ) - (2,179,357) (2,179,357)
112,748,504 $ 21,305,399 2,612,640  $ (21,113,153) S 2,304,886

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



CRUZ BATTERY METALS CORP.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

July 31, 2022 and 2021 — Page 1

1.

NATURE AND CONTINUANCE OF OPERATIONS

Cruz Battery Metals Corp. (the “Company”) is an exploration stage public company and is
listed on the Canadian Securities Exchange (the “CSE ") under the symbol "CRUZ". The
Company’s principal business activities include acquiring and exploring exploration and
evaluation assets. At July 31,2022, the Company had exploration and evaluation assets located
in Canada and the U.S.A.

The Company’s head office and principal business address is Suite 2905, 700 West Georgia
Street, Vancouver, British Columbia, V7Y 1K8. The Company’s registered and records office
is located at 900 — 885 West Georgia Street, Vancouver, British Columbia, V6C 3HI.

These consolidated financial statements have been prepared on a going concern basis, which
contemplates continuity of normal business activities and the realization of assets and discharge
of liabilities in the normal course of business. At July 31, 2022, the Company had not yet
achieved profitable operations, incurred a loss of $2,179,357 during the year ended July 31,
2022 and had an accumulated deficit of $21,113,153 since its inception. The Company expects
to incur further losses in the development of its business. These material uncertainties may cast
significant doubt on the Company’s ability to continue as a going concern. The Company may
require additional financing in order to conduct the planned work programs on its exploration
and evaluation assets, meet its ongoing levels of corporate overhead and discharge its liabilities
as they come due. While the Company has been successful in securing financings in the past,
there is no assurance that it will be able to do so in the future. Accordingly, these consolidated
financial statements do not give effect to adjustments, if any, that would be necessary should
the Company be unable to continue as a going concern. If the going concern assumption was
not used, then the adjustments required to report the Company’s assets and liabilities on a
liquidation basis could be material to these consolidated financial statements.

In March 2020, the World Health Organization declared coronavirus COVID-19 a global
pandemic. This contagious disease outbreak, which has continued to spread, and any related
adverse public health developments, has adversely affected workforces, economies, and
financial markets globally, potentially leading to an economic downturn. It is not possible for
the Company to predict the duration or magnitude of the adverse results of the outbreak and its
effects on the Company’s business or results of operations at this time.

BASIS OF PREPARATION
a) Statement of Compliance

These consolidated financial statements have been prepared in accordance with 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 consolidated financial statements were authorized for issue by the Board of Directors on
November 28, 2022.



Cruz Battery Metals Corp.
Notes to the Consolidated Financial Statements
(Expressed in Canadian Dollars)

July 31, 2022 and 2021 — Page 2

2.

BASIS OF PREPARATION (continued)
b) Basis of Measurement

These consolidated financial statements have been prepared on an accrual basis and are based
on historical costs, except for certain financial instruments measured at fair value.

These consolidated financial statements are presented in Canadian dollars, which is also the
Company’s and its subsidiaries’ functional currency.

The preparation of these consolidated financial statements in accordance with IFRS requires
management to make estimates, judgements and assumptions that affect the reported amount
of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amount of revenues and expenses during the period.
Actual results could differ from these estimates.

These consolidated financial statements include estimates which, by their nature, are uncertain.
The impact of such estimates is pervasive throughout these consolidated financial statements,
and may require accounting adjustments based on future occurrences. Revisions to accounting
estimates are recognized in the period in which the estimate is revised and future periods if the
revision affects both current and future periods. These estimates are based on historical
experience, current and future economic conditions and other factors, including expectations
of future events that are believed to be reasonable under the circumstances.

Critical accounting estimates

Significant assumptions about the future and other sources of estimation uncertainty that
management has made at the financial position reporting 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:

e Whether or not an impairment has occurred in its exploration and evaluation assets;
The inputs used in the accounting for share-based payments expense;

e The inputs used in the accounting for finders’ warrants and compensation options in share
capital and equity reserves; and

o There were no significant judgements for the years presented.

c) Basis of Consolidation
These consolidated financial statements include the accounts of the Company and its wholly-

owned subsidiaries. All inter-company balances, transactions, income and expenses have been
eliminated upon consolidation.



Cruz Battery Metals Corp.

Notes to the Consolidated Financial Statements
(Expressed in Canadian Dollars)

July 31, 2022 and 2021 — Page 3

2. BASIS OF PREPARATION (continued)

d) Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists when the Company has

power over an investee, when the Company is exposed, or has rights, to variable returns from

the investee and when the Company has the ability to affect those returns through its power

over the investee. Subsidiaries are included in the consolidated financial results of the

Company from the effective date of acquisition up to the effective date of disposition or loss

of control. Where necessary, adjustments are made to the financial statements of subsidiaries

to bring their accounting policies into line with those used by the Company.

The principal subsidiaries of the Company as of July 31, 2022 are as follows:

Ownership  Ownership
Interest Interest
Place of July 31, July 31,
Name of subsidiary Principal activity Incorporation 2022 2021
Cobalt Locaters Inc. Holding company  Canada 100% 100%
1205011 B.C. Ltd. Holding company  Canada 100% 100%
Cruz Solar Lithium Corp. Holding company  Canada 100% 100%
Las Vegas Lithium Locators Corp.  Holding company = USA 100% 100%
Idaho Cobalt Discoveries Corp. Holding company  USA 100% 100%
Cruz Capital (US) Corp. Holding company  USA 100% 100%
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented
in these consolidated financial statements, unless otherwise indicated.

a) Foreign currency transactions

Foreign currency accounts are translated into Canadian dollars, the presentation and
functional currency of the Company and its subsidiaries, as follows:

At the transaction date, each asset, liability, revenue and expense denominated in a foreign
currency is translated into Canadian dollars using the exchange rate in effect at that date.
At the reporting period end date, unsettled monetary assets and liabilities are translated into
Canadian dollars using the exchange rate in effect at that date and the related translation
differences are recognized in net income. Exchange gains and losses arising on the
retranslation of monetary financial assets are treated as a separate component of the change
in fair value and recognized in profit or loss. Exchange gains and losses on non-monetary
financial assets form part of the overall gain or loss recognized in respect of that financial
instrument.

Non-monetary assets and liabilities that are measured at historical cost are translated into
Canadian dollars by using the exchange rate in effect at the date of the initial transaction
and are not subsequently restated.



Cruz Battery Metals Corp.
Notes to the Consolidated Financial Statements
(Expressed in Canadian Dollars)

July 31, 2022 and 2021 — Page 4

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

b) Exploration and evaluation assets

Pre-exploration costs

Costs incurred prior to acquiring the right to explore an area of interest are expensed as
incurred.

Exploration and evaluation expenditures

Once the legal right to explore a property has been acquired, costs directly related to
exploration and evaluation expenditures are recognized and capitalized, in addition to the
acquisition costs. These direct expenditures include such costs as materials used, surveying
costs, drilling costs, and payments made to contractors during the exploration phase. Costs
not directly attributable to exploration and evaluation activities, including general
administrative overhead costs, are expensed as incurred.

When a project is deemed to no longer have commercially viable prospects to the
Company, exploration and evaluation expenditures in respect of that project are deemed to
be impaired. As a result, those exploration and evaluation expenditure costs, in excess of
estimated recoveries, are written off to profit or loss.

The Company assesses exploration and evaluation assets for impairment when facts and
circumstances suggest that the carrying amount of an asset may exceed its recoverable
amount.

Once the technical feasibility and commercial viability of extracting the mineral resource
has been determined, the property is considered to be a mine under development and is
classified as “mines under construction”. Exploration and evaluation assets are also tested
for impairment before the assets are transferred to development properties.

As the Company currently has no operational income, any incidental revenues earned in
connection with exploration activities are applied as a reduction to capitalized exploration
costs.

Impairment of tangible and intangible assets

Tangible and intangible assets with finite useful lives are subject to impairment tests
whenever events or changes in circumstances indicate that their carrying amount may not
be recoverable. Where the carrying value of an asset exceeds its recoverable amount,
which is the higher of value in use and fair value less costs to sell, the asset is written down
accordingly.

Where it is not possible to estimate the recoverable amount of an individual asset, the
impairment test is carried out on the assets’ cash-generating unit, which is the lowest group
of assets in which the asset belongs for which there are separately identifiable cash inflows
that are largely independent of the cash inflows from other assets.



Cruz Battery Metals Corp.
Notes to the Consolidated Financial Statements
(Expressed in Canadian Dollars)

July 31, 2022 and 2021 — Page 5

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

©)

d)

Impairment of tangible and intangible assets (continued)

An impairment loss is charged to profit or loss except to the extent it reverses gains
previously recognized in other comprehensive loss/income. Where an impairment loss
subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount, but to an amount that does not
exceed the carrying amount that would have been determined had no impairment loss been
recognized for the asset (or cash-generating unit) in prior periods. A reversal of an
impairment loss is recognized in profit or loss.

Rehabilitation provision

The Company is subject to various government laws and regulations relating to
environmental disturbances caused by exploration and evaluation activities. The Company
records the present value of the estimated costs of legal and constructive obligations
required to restore the exploration sites in the period in which the obligation is incurred.
The nature of the rehabilitation activities includes restoration, reclamation and re-
vegetation of the affected exploration sites.

The rehabilitation provision generally arises when the environmental disturbance is subject
to government laws and regulations. When the liability is recognized, the present value of
the estimated costs is capitalized by increasing the carrying amount of the related mining
assets. Over time, the discounted liability is increased for the changes in present value
based on current market discount rates and liability specific risks.

Additional environment disturbances or changes in rehabilitation costs will be recognized
as additions to the corresponding assets and rehabilitation liability in the period in which
they occur.

The Company does not have any significant rehabilitation obligations.
Financial instruments
Classification

The Company determines the classification of its financial instruments at initial
recognition. Upon initial recognition, a financial asset is classified as measured at:
amortized cost, fair value through profit and loss (“FVTPL”), or fair value through other
comprehensive income ("FVOCI"). The classification of financial assets is generally based
on the business model in which a financial asset is managed and its contractual cash flow
characteristics. A financial liability is classified as measured at amortized cost or FVTPL.

A financial asset is measured at amortized cost if it meets both of the following conditions
and is not designated as FVTPL:

e itis held within a business model whose objective is to hold assets to collect contractual
cash flows; and



Cruz Battery Metals Corp.

Notes to the Consolidated Financial Statements
(Expressed in Canadian Dollars)

July 31, 2022 and 2021 — Page 6

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

e) Financial instruments (continued)

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

A debt investment is measured at FVOCI if it meets both of the following conditions and
is not designated as FVTPL:

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

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

An equity investment that is held for trading is measured at FVTPL. For other equity
instruments that are held for trading, the Company may irrevocably elect to designate them
as FVOCI. This election is made on an investment-by-investment basis.

All financial assets not classified as measured at amortized cost or FVOCI as described
above are measured at FVTPL. This includes all derivative financial assets. On initial
recognition, the Company may irrevocably designate a financial asset that otherwise meets
the requirements to be measured at amortized cost or at FVOCI as at FVTPL if doing so
eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Financial liabilities are measured at amortized cost, unless they are required to be measured
at FVTPL (such as instruments held for trading or derivatives) or the Company has elected

to measure them at FVTPL.

Under IFRS 9, the Company classifies its financial instruments as follows:

Cash and cash equivalents FVTPL

Receivables Amortized cost

Deposits Amortized cost

Accounts payable and accrued liabilities Amortized cost
Measurement

Initial measurement

On initial recognition, all financial assets and financial liabilities are measured at fair value
adjusted for directly attributable transaction costs except for financial assets and liabilities
classified as FVTPL, in which case the transaction costs are expensed as incurred.

Subsequent measurement

The following accounting policies apply to the subsequent measurement of financial
instruments:



Cruz Battery Metals Corp.

Notes to the Consolidated Financial Statements
(Expressed in Canadian Dollars)

July 31, 2022 and 2021 — Page 7

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
e) Financial instruments (continued)

Financial assets at FVTPL
These assets are subsequently measured at fair value. Net gains and losses, including
any interest or dividend income, are recognized in profit or loss.

Financial assets at amortized cost

These assets are subsequently measured at amortized costs using the effective interest
method. The amortized cost is reduced by impairment losses. Interest income, foreign
exchange gains and losses and impairment are recognized in profit or loss. Any gain
or loss on derecognition is recognized in profit or loss.

Equity investments at FVOCI

These assets are subsequently measured at fair value. Dividends are recognized as
income in profit or loss unless the dividend clearly represents a recovery of part of the
cost of the investment. Other net gains and losses are recognized in other
comprehensive income (“OCI”) and are never reclassified to profit or loss.

Debt investments at FVOCI

These assets are subsequently measured at fair value. Interest income is calculated
using the effective interest rate method, foreign exchange gains and losses and
impairment are recognized in profit or loss. Other net gains and losses are recognized
in OCIL. On derecognition, gains and losses accumulated in OCI are reclassified to
profit or loss.

Impairment of financial instruments

The Company assesses at each reporting date whether there is an objective evidence that a
financial asset or a group of financial assets is impaired.

For financial assets measured at amortized cost, and debt investments at FVOCI, the
Company applies the expected credit loss impairment model. On adoption of the expected
credit loss model there was no material adjustment.

An expected credit loss impairment model applies which requires a loss allowance to be
recognized based on expected credit losses. The estimated present value of future cash
flows associated with the asset is determined and an impairment loss is recognized for the
difference between this amount and the carrying amount as follows: the carrying amount
of the asset is reduced to estimated present value of the future cash flows associated with
the asset, discounted at the financial asset’s original effective interest rate, either directly
or through the use of an allowance account and the resulting loss is recognized in profit or
loss for the period.

In a subsequent period, if the amount of the impairment loss related to financial assets
measured at amortized cost decreases, the previously recognized impairment loss is
reversed through profit or loss 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.



Cruz Battery Metals Corp.

Notes to the Consolidated Financial Statements
(Expressed in Canadian Dollars)

July 31, 2022 and 2021 — Page 8

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

f)

)

Income taxes

Income tax expense comprises current and deferred tax. Current tax and deferred tax are
recognized in profit or loss except to the extent that it relates to a business combination, or
items recognized directly in equity or in other comprehensive income.

Current income tax is the expected tax payable or receivable on the taxable income or loss
for the year, using tax rates enacted or substantively enacted at the reporting date, and any
adjustment to tax payable in respect of previous years.

Deferred tax is recognized in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes. Deferred tax is not recognized for the following temporary differences:
the initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit or loss, and differences
relating to investments in subsidiaries and jointly controlled entities to the extent that it is
probable that they will not reverse in the foreseeable future. In addition, deferred tax is not
recognized for taxable temporary differences arising on the initial recognition of goodwill.
Deferred tax is measured at the tax rates that are expected to be applied to temporary
differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reporting date. Deferred tax assets and liabilities are offset if there is a
legally enforceable right to offset current tax liabilities and assets, and they relate to income
taxes levied by the same tax authority on the same taxable entity, or on different tax entities,
but they intend to settle current tax liabilities and assets on a net basis or their tax assets
and liabilities will be realized simultaneously.

A deferred tax asset is recognized only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilized. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable
that the related tax benefit will be realized.

Valuation of equity units issued in private placements

The Company has adopted a residual value method with respect to the measurement of
shares and warrants issued as private placement units. The residual value method first
allocates value to the most easily measured component based on fair value and then the
residual value, if any, to the less easily measurable component.

The fair value of the common shares issued in a private placement was determined to be
the more easily measurable component and were valued at their fair value, as determined
by the closing quoted bid price on the announcement date. The balance, if any, was
allocated to the attached warrants. Any fair value attributed to the warrants is recorded as
a warrant reserve.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

h) Flow-through shares

»

The Company will from time to time, issue flow-through common shares to finance a
significant portion of its exploration program. Pursuant to the terms of the flow-through
share agreements, these shares transfer the tax deductibility of qualifying resource
expenditures to investors. On issuance, the Company bifurcates the flow-through share
into 1) a flow-through share premium, equal to the estimated premium, if any, investors pay
for the flow-through feature, which is recognized as a liability; and ii) share capital.

Upon expenses being renounced and incurred, the Company derecognizes the liability and
the premium is recognized as other income.

Proceeds received from the issuance of flow-through shares are restricted to be used only
for Canadian resource property exploration expenditures within a two-year period.

The Company may also be subject to a Part XII.6 tax on flow-through proceeds renounced
under the Look-back Rule, in accordance with Government of Canada flow-through
regulations. When applicable, this tax is accrued as a financial expense until paid.

Property and equipment

Property and equipment is stated at cost less accumulated depreciation and accumulated
impairment losses, if any. The cost of an item of property and equipment consists of the
purchase price and any costs directly attributable to bringing the asset to the location and
condition necessary for its intended use and an estimate of the costs of dismantling and
removing the item and restoring the site on which it is located. Depreciation is provided at
rates calculated to expense the cost of equipment, less its estimated residual value, over the
following expected useful lives:

Computer and office equipment Straight-line over 3 years
Leasehold improvements Straight-line over life of underlying contract

Items of property and equipment are derecognized upon disposal or when no future
economic benefits are expected from their use or disposal. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the net disposal proceeds
and the carrying amount of the asset) is included in profit or loss when the asset is
derecognized. The assets’ residual values, useful lives and methods of depreciation are
reviewed at each reporting period and adjusted prospectively if appropriate.

Investment tax credit

Investment tax credits are recorded as either a reduction of the cost of applicable assets or
credited in profit or loss depending on the nature of the expenditures which gave rise to
the credits. Claims for tax credits are accrued upon the Company attaining reasonable
assurance of collections from the Canada Revenue Agency.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
k) Leases
Lease definition

At inception of a contract, the Company assesses whether the contract is, or contains, a
lease. A contract is, or contains, a lease if it conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. An identified asset may
be implicitly specified in a contract, but must be physically distinct, and must not have the
ability for substitution by a lessor. The Company has the right to control an identified asset
if it obtains substantially all of its economic benefits and either pre-determines or directs
how and for what purpose the asset is used.

Measure of right-of-use (“ROU”) assets and lease obligations

At lease commencement, the Company recognizes a ROU asset and a lease obligation. The
ROU asset is initially measured at cost, which comprises the initial amount of the lease
obligation adjusted for any lease payments made at, or before, the commencement date,
plus any initial direct costs incurred, less any lease incentives received.

The ROU asset is subsequently amortized on a straight-line basis over the shorter of the
term of the lease, or the useful life of the asset determined on the same basis as the
Company’s property and equipment. The ROU asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasurements of the lease obligation.

The lease obligation is initially measured at the present value of lease payments remaining
at the lease commencement date, discounted at either the rate implicit in the lease or using
the Company’s incremental borrowing rate. Lease payments included in the measurement
of the lease obligation, when applicable, may comprise fixed payments, variable payments
that depend on an index or rate, amounts expected to be payable under a residual value
guarantee and the exercise price under a purchase, extension or termination option that the
Company is reasonably certain to exercise.

The lease obligation is subsequently measured at amortized cost using the effective interest
method. It is remeasured when there is a change in future lease payments arising from a
change in an index or rate, if there is a change in the Company’s estimate of the amount
expected to be payable under a residual value guarantee, or if the Company changes its
assessment of whether it will exercise a purchase, extension or termination option. When
the lease obligation is remeasured, a corresponding adjustment is made to the carrying
amount of the ROU asset.

Recognition exemptions

The Company has elected not to recognize ROU assets and lease obligations for short-term
leases that have a lease term of twelve months or less or for leases of low-value assets.
Payments associated with these leases are recognized as an operating expense on a straight-
line basis over the lease term.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
1) Earnings (loss) per share

Basic earnings (loss) per share is calculated by dividing the net income or loss attributable
to the common shareholders of the Company by the weighted average number of common
shares outstanding during the reporting period. Diluted earnings (loss) per share is
calculated by dividing the net income or loss applicable to common shares by the sum of
the weighted average number of common shares issued and outstanding and all additional
common shares that would have been outstanding if potentially dilutive instruments were
converted. For the years presented, this calculation proved to be anti-dilutive.

m) Share-based payments

The Company implemented an Omnibus Equity Incentive Plan (the “Equity Plan”)
effective May 2022, which superseded a previous stock option plan. The Equity Plan
provides the grant of stock options, restricted share units (“RSUs”), deferred share units
(“DSUs”), and performance share units (“PSUs”) to directors, officers, employees and
consultants of the Company.

An individual is classified as an employee when the individual is an employee for legal or
tax purposes, or provides services similar to those performed by an employee.

The fair value of stock options is measured on the date of grant, using the Black-Scholes
option pricing model and is recognized over the vesting period. Consideration paid for the
shares on the exercise of stock options is credited to share capital.

In situations where stock options are issued to non-employees and some or all of the goods
or services received by the entity as consideration cannot be specifically identified, they
are measured at the fair value of the share-based payment, using the Black-Scholes option
pricing model.

The RSUs are valued at the fair market value of the Company’s stocks on the date of grant
and recognized as share-based payments over the vesting periods, with a corresponding
amount recognized as equity.

4. CASH AND CASH EQUIVALENTS

The Company’s cash and cash equivalents are denominated in Canadian Dollars and include
the following components:

July 31, July 31,

2022 2021

Cash at bank $ 88,130 $§ 1,324,631
Short-term deposits 34,500 34,500

$ 122,630 § 1,359,131
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5. RECEIVABLES
The Company’s receivables comprise of goods and services tax (“GST”) receivable due from
Canadian government taxation authorities, accrued interest on short-term deposits, and
reimbursements from two public companies with directors in common for recoverable office
expenses.
July 31, July 31,
2022 2021
Related party receivable (Note 12) $ -3 2,295
GST recoverable 3,818 12,719
Total receivables $ 3818 $ 15,014
All amounts are short-term and the net carrying value of receivables is considered a reasonable
approximation of fair value. The Company anticipates full recovery of these amounts and
therefore no impairment has been recorded against receivables. The Company’s receivables
are all considered current and are not past due or impaired. The Company does not possess
any collateral related to these assets.
6. PROPERTY AND EQUIPMENT
Leasehold Computer & Total
improvements office equipment
$ $ $
Cost, July 31, 2020 - - -
Additions 34,599 6,294 40,893
Cost, July 31, 2021 and 2022 34,599 6,294 40,893
Accumulated depreciation, July 31, 2020 - - -
Depreciation for the year 4,120 1,750 5,870
Accumulated depreciation, July 31, 2021 4,120 1,750 5,870
Depreciation for the year 4,944 2,100 7,044
Accumulated depreciation, July 31, 2022 9,064 3,850 12,914
Net book value, July 31, 2021 30,479 4,544 35,023

Net book value, July 31, 2022 25,535 2,444 27,979
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7. RIGHT-OF-USE ASSET AND LEASE LIABILITY

Right-of-Use Asset

Office Leases
Cost: $
At July 31, 2020 -
Additions 349,393
At July 31, 2021 and 2022 349,393
Depreciation:
At July 31, 2020 -
Charge for the year 41,594
At July 31, 2021 41,594
Charge for the year 49,913
At July 31, 2022 91,507
Net book value:
At July 31, 2021 307,799
At July 31, 2022 257,886

Lease Liability

$
Lease liability recognized as of July 31, 2020 -
Lease liability recognized for the year 349,393
Lease payments made (54,377)
Interest expense on lease liability 25,235
At July 31, 2021 320,251
Lease payments made (65,947)
Interest expense on lease liability 27,258
At July 31, 2022 281,562
Less: current portion (43,188)
Lease liability — long term 238,374

The remaining minimum future lease payments, excluding estimated operating costs, for the
terms of the lease including assumed renewal periods are as follows:

$
Fiscal 2023 66,781
Fiscal 2024 67,615
Fiscal 2025 68,449
Fiscal 2026 69,283
Fiscal 2027 70,117

Fiscal 2028 11,709
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8.

EXPLORATION AND EVALUATION ASSETS

The Company’s exploration and evaluation assets consist of the following mineral properties:

Balance, July 31, 2020
Acquisition costs
Share issuance
Deferred exploration expenditures
Claim maintenance fees
Drilling
Geological expenses
Travel and misc
Write-down of exploration and
evaluation assets
Balance, July 31, 2021
Acquisition costs
Staking
Deferred exploration expenditures
Assay
Claim maintenance fees
Drilling
Geological expenses
Geological report
Reclamation
Travel and misc
Write-down of exploration and
evaluation assets
Balance, July 31, 2022

Idaho
BC War BC ON Hector Other ON Yukon Cobalt Idaho Star Nevada Clayton ~ Nevada Solar
Eagle Diamond Cobalt Cobalt Quartz Belt Cobalt Valley W. Lithium
Cobalt Projects Prospect Prospects Claims Project Prospect Lithium Property Project Total
$§ 12,090 $ - § 704,135 § 464,082 $ 16,763 § - 8 8,581 $ 42,905 $ - $ 1,248,556
- 247,500 - - - 247,500 - - 630,000 1,125,000
- 14,165 - - - 26,225 894 2,889 - 44,173
- - 134,927 - - - - - - 134,927
- - 30,581 - - - - - - 30,581
- - 23,966 - - - - - - 23,966
- - - (151,065) - - - - - (151,065)
12,090 261,665 893,609 313,017 16,763 273,725 9,475 45,794 630,000 2,456,138
- - - - - - - - 106,941 106,941
1,585 - 8,911 - - - - - 30,215 40,711
- - - - 210 25,216 855 2,766 90,306 119,353
- - - - - - - - 606,233 606,233
7,500 - 1,019 - - - - - 74,802 83,321
4,814 - 7,926 - - - - - - 12,740
- - - - - - - - 10,659 10,659
6,091 - 891 - - - - - 37,832 44,814
- (261,665) - (313,017) (16,973) - (10,330) - - (601,985)
$ 32,080 $§ - $ 912356 $ - $ - $ 298941 % - $ 48,560 § 1,586,988 $ 2,878,925
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8.

EXPLORATION AND EVALUATION ASSETS (continued)

Title to Interests in Exploration and Evaluation Assets

Title to exploration and evaluation asset interests involves certain inherent risks due to the
difficulties of determining the validity of certain claims as well as the potential for problems
arising from the frequently ambiguous conveyancing history characteristic of many exploration
and evaluation assets. The Company has investigated title to all of its exploration and
evaluation assets and, to the best of its knowledge, title to all of its interests are in good
standing. However, this should not be construed as a guarantee of title. The concessions may
be subject to prior claims, agreements or transfers, and rights of ownership may be affected by
undetected defects.

BC War Eagle Cobalt Prospect — Staking

In June 2016, the Company acquired a 100% interest in certain mineral claims in British
Columbia through staking.

ON Cobalt Prospects — Share Purchase Agreement and Staking

On July 22, 2016, the Company entered into a share purchase agreement to purchase 100% of
the issued and outstanding shares of Cobalt Locaters Inc., which held a 100% interest in two
cobalt prospects in B.C. (the "Purcell Cobalt Prospect") and a 50% interest in four cobalt
prospects in Ontario (the "Coleman Cobalt Prospect”, the "Bucke Cobalt Prospect", the "Hector
Cobalt Prospect", and the "Johnson Cobalt Prospect"). The Company paid $20,000 cash and
issued 4,800,000 shares (valued at $816,000) to acquire Cobalt Locaters Inc. The acquisition
costs had been split evenly between these six cobalt properties. During the year ended July 31,
2018 the Company decided to drop certain claims for the Purcell Cobalt Prospect and fully
wrote of prior acquisition costs and exploration costs totaling $306,214. During the year ended
July 31, 2019, the Company acquired the remaining 50% interest in the above four Ontario
cobalt prospects from an arm's length vendor at no cost.

In September 2016, the Company acquired a 100% interest in certain mineral claims in Ontario
to increase the holdings in its Johnson Cobalt Prospect, Bucke Cobalt Prospect and Hector
Cobalt Prospect for staking costs of $19,500.

In June 2017, the Company acquired a 100% interest in certain mineral claims in Ontario to
increase the holdings in its Coleman Cobalt Prospect for staking costs of $1,268. In November
2021, the Company decided to drop certain mineral claims for the Coleman Cobalt Prospect
and fully wrote off prior acquisition and exploration costs on the Coleman Cobalt Prospect
totaling $151,065 as of July 31, 2021.

In January 2018, the Company acquired a 100% interest in certain mineral claims in Ontario
(the “Lorraine Cobalt Prospect”) for through staking.

During the year ended July 31, 2022, the Company decided to drop all mineral claims for the
Johnson, Bucke and Lorraine Cobalt Prospects, and fully wrote off prior carrying costs in the

amount of $313,037.

As at July 31, 2022, the Company holds a 100% interest in the Hector Cobalt Prospect.
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8.

EXPLORATION AND EVALUATION ASSETS (continued)

Idaho Cobalt Belt Project — Share Purchase Agreement

On September 1, 2020, the Company entered into a share purchase agreement to purchase
100% of the issued and outstanding shares of 1205011 B.C. Ltd. (“1205011”), which through
its wholly-owned subsidiary, Idaho Cobalt Discoveries Corp., holds a 100% interest in one
cobalt prospect in Idaho, U.S.A. (the “Idaho Cobalt Belt Project”) and certain projects in B.C.
(the “BC Diamonds Projects”). The Company issued 9,000,000 shares (valued at $495,000)
pursuant to the agreement. The acquisition costs had been split evenly between the BC and
Idaho properties.

During the year ended July 31, 2022, the Company decided to drop the BC Diamonds Projects
and fully wrote off the previous carrying costs in the amount of $261,665.

Nevada Clayton Valley West Lithium Prospect — Purchase Agreement

On September 15, 2015, the Company entered into a purchase agreement, subsequently
amended, to acquire a 100% interest in certain mineral claims in the Clayton Valley in Nevada,
U.S.A. The Company issued 900,000 common shares (valued at $30,000).

Nevada Solar Lithium Project — Share Purchase Agreement

On July 16, 2021, the Company entered into a share purchase agreement to purchase 100% of
the issued and outstanding shares of Cruz Solar Lithium Corp. (“Cruz Solar”), which through
its wholly-owned subsidiary, Las Vegas Lithium Locators Corp., holds a 100% interest in
certain lithium prospect in Nevada, U.S.A. (the “Solar Lithium Project”). The Company issued
7,000,000 shares (valued at $630,000) pursuant to the agreement.

During the year ended July 31, 2022, the Company acquired a 100% interest in certain mineral
claims (the “Helios Claims”, the “Sun Claims” and the “Solar South Claims”) for staking costs
of $106,941 to expand the size of its Solar Lithium Project. The Company also provided two
security deposits totalling $22,827 in relation to the Solar Lithium Project.

Yukon Quartz Claims — Purchase Agreement

During the year ended July 31, 2010, the Company acquired a 100% interest in certain quartz
mineral claims located in the Yukon Territory.

As at July 31, 2022, the Company decided to fully write off the previous carrying costs in the
amount of $16,973.

Idaho Star Cobalt Prospect — Staking

In October 2016, the Company acquired a 100% interest in the Idaho Star Cobalt Prospect in
Idaho, U.S.A. through staking.

As at July 31, 2022, the Company decided to fully write off the previous carrying costs in the
amount of $10,330.
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9. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities recognized in the statements of financial position
consist of the following:
July 31, July 31,

2022 2021
Trade payables $ 50,030 $ 52,426
Accrued liabilities 195,200 194,700

Total accounts payable and accrued liabilities $ 245230 $247,126

10. SHARE CAPITAL AND RESERVES
Authorized: An unlimited number of common shares, without par value
(a) Private placements

During the years ended July 31, 2022 and 2021, the Company did not close any private
placements.

(b) Share purchase warrants

The following is a summary of changes in share purchase warrants from July 31, 2020 to
July 31, 2022:

Weighted Average

Number Exercise Price

Balance, July 31, 2020 9,514,140 $0.05
Exercised (5,219,355) $0.05
Expired (1,288,333) $0.07
Balance, July 31, 2021 3,006,452 $0.05
Exercised (3,006,452) $0.05
Balance, July 31, 2022 - $0.05

At July 31, 2022, there were Nil share purchase warrants outstanding.
(c) Share-based payments

The Company has an Equity Plan effective May 2022, which superseded a previous stock
option plan. The Equity Plan provides the grant of stock options, RSUs, DSUs, and PSUs.
Under the Equity Plan, the maximum number of equity-based awards issued cannot exceed
20% of the Company’s issued and outstanding common shares, as at the date of grant.

Stock options

In accordance with the Equity Plan, the exercise price of each option granted shall not be
less than the market price of the Company's stock. Options may be granted for a maximum
term of ten years and vesting periods are determined by the Board of Directors.
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10. SHARE CAPITAL AND RESERVES (continued)

(c) Share-based payments (continued)

The following is a summary of changes in share purchase options from July 31, 2020 to

July 31, 2022:

Weighted Average
Number Exercise Price
Outstanding and exercisable, July 31, 2020 5,000,000 $0.07
Granted 4,000,000 $0.075
Exercised (1,950,000) $0.07
Expired (3,450,000) $0.0