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INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDERS OF PROJECT ONE RESOURCES LTD.

Opinion

We have audited the financial statements of Project One Resources Ltd. (the "Company"), which comprise:

¢ the statements of financial position as at August 31, 2019 and 2018;

¢ the statements of comprehensive loss for the year ended August 31, 2019 and the 162-day period
ended August 31, 2018;

¢ the statements of changes in shareholders’ equity for the year ended August 31, 2019 and the 162-
day period ended August 31, 2018;

¢ the statements of cash flows for the year ended August 31, 2019 and the 162-day period ended
August 31, 2018; and

* the notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at August 31, 2019 and 2018, and its financial performance and its cash flows
for the year ended August 31, 2019 and the 162-day period ended August 31, 2018 in accordance with
International Financial Reporting Standards.

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 Auditors' Responsibilities for the Audit of
the Financial Statements section of our report. We are independent of the Company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in Canada, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 1 in the financial statements, which indicates that the Company incurred a net
loss of $183,184 during the year ended August 31, 2019 and, as of that date, the Company has a deficit of
$275,893. 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.

Other Information
Management is responsible for the other information. The other information comprises of Management's
Discussion and Analysis.

Our opinion on the financial statements does not cover the other information and we do not and will not
express any form of assurance conclusion thereon. In connection with our audits of the financial statements,
our responsibility is to read the other information identified above and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge obtained in the
audit, and remain alert for indications that the other information appears to be materially misstated.

We obtained the Management’s Discussion and Analysis prior to the date of this auditors' report. If, based
on the work we have performed on this other information, we conclude that there is a material misstatement
of this other information, we are required to report that fact in this auditors' report. We have nothing to report
in this regard.
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Responsibilities of Management and Those Charged with Governance for the Financial

Statements

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

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

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

Auditors' Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

¢ Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.
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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 auditors' report is Michelle Chi Wai So.

Oemythe LLP

Chartered Professional Accountants

Vancouver, British Columbia
December 19, 2019
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PROJECT ONE RESOURCES LTD.
Statements of Financial Position
(Expressed in Canadian Dollars)

As at August 31 2019 2018
Assets
Current
Cash $ 171,337 $ 65,011
Receivables (note 5) 3,464 18,876
Prepaid expenses 21,059 -
195,860 83,887
Mineral property (note 4) 25,527 25,527
$ 221,387 $ 109,414
Liabilities and Shareholders’ Equity
Liabilities
Current
Accounts payable and accrued liabilities (note 7) $ 35389 $ 7,790
Due to related party (note 7) 20,395 -
55,784 7,790
Shareholders’ Equity
Common Shares (note 5) 421,449 194,333
Warrants Reserve (note 5) 20,047 -
Deficit (275,893) (92,709)
165,603 101,624
Total Liabilities and Shareholders’ Equity $ 221,387 % 109,414

Approved on behalf of the Board:

“Ronald Shenton” (signed)

“Brian Roberts” (signed)

Director

Director

The accompanying notes are an integral part of these financial statements.
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PROJECT ONE RESOURCES LTD.
Statements of Comprehensive Loss
(Expressed in Canadian Dollars)

162-Day Period
Year Ended Ended August 31,

August 31, 2019 2018
Expenses
Audit fees (note 7) $ 18,856 $ 1,000
Advertising and promotion 291 -
Consulting fees (note 7) 21,160 6,100
Exploration and evaluation expenditures (note 4) 80,225 72,007
Filing fees 23,168 -
Interest and bank charges 609 350
Legal fees 27,268 8,601
Rent 6,500 2,000
Travel 3,912 866
Website 1,195 1,785
Net Loss and Comprehensive Loss for Period $ 183,184  $ 92,709
Basic and Diluted Loss per Share $ 0.03 $ 1.58
Weighted Average Number of Common Shares Outstanding 6,728,448 58,712

The accompanying notes are an integral part of these financial statements.
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PROJECT ONE RESOURCES LTD.
Statements of Changes in Shareholders’ Equity

For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018

(Expressed in Canadian Dollars)

Common Shares

Total
Warrants Shareholders’

Number Amount Reserve Deficit Equity

Outstanding $ $ $ $

Balance, March 22, 2018 (date of Incorporation) 1 - - - -
Cancelled common share Q) - - - -
Issuance of common shares for mineral property (note 4) 2,350,777 23,508 - - 23,508
Private placement (note 5) 3,490,000 174,500 - - 174,500
Share issuance costs - (3,675) - - (3,675)
Net loss for the period - - - (92,709) (92,709)
Balance, August 31, 2018 5,840,777 194,333 - (92,709) 101,624
Initial public offering (note 5) 4,000,000 400,000 - - 400,000
Share issuance costs - (172,884) 20,047 - (152,837)
Net loss for the year - - - (183,184) (183,184)
Balance, August 31, 2019 9,840,777 421,449 20,047 (275,893) 165,603

The accompanying notes are an integral part of these financial statements.
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PROJECT ONE RESOURCES LTD.
Statements of Cash Flows
(Expressed in Canadian Dollars)

Year Ended
August 31, 2019

162-Day Period
Ended
August 31, 2018

Cash Provided by (Used In)
Operating Activities

Net loss for the period $ (183,184) $ (92,709)
Non-cash item:
Accrued interest 395 -
Change in working capital balances:
Receivables 912 (4,376)
Prepaid expenses (21,059) -
Accounts payable and accrued liabilities 27,599 7,790
Cash Used in Operating Activities (175,337) (89,295)
Investing Activity
Mineral property cost - (2,019)
Cash Used in Investing Activity - (2,019)
Financing Activities
Proceeds from issuance of shares, net share issuance costs 261,663 156,325
Advances from related party 20,000 -
Cash Provided by Financing Activities 281,663 156,325
Inflow of Cash 106,326 65,011
Cash, Beginning of Period 65,011 -
Cash, End of Period $ 171,337 $ 65,011
Supplemental Cash Flow Information
Common shares issued for mineral property (note 4) $ - $ 23,508
Accounts receivable for common shares issued (notes 5, 8) $ - $ 14,500
Agents’ warrants — included in share issuance costs $ 20,047 % -
Amounts paid for interest $ - 3% -
Amounts paid for taxes $ - $ -

The accompanying notes are an integral part of these financial statements.
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PROJECT ONE RESOURCES LTD.

Notes to the Financial Statements

For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018
(Expressed in Canadian Dollars)

1. NATURE OF OPERATIONS AND GOING CONCERN

Project One Resources Ltd. (the “Company”) was incorporated under the Business Corporations Act
(British Columbia) on March 22, 2018. On June 11, 2019, the Company completed its initial public
offering (“IPQO”) (note 5) and is now publicly traded on the Canadian Securities Exchange (“CSE”) under
the ticker PJO. The principal business of the Company is the acquisition, exploration and evaluation of
resource properties.

The Company's head office address is Suite 459 — 409 Granville Street, Vancouver, British Columbia,
V6C 1T2, and its registered office address is Suite 1710 — 1177 West Hastings Street, Vancouver,
British Columbia, V6E 2L3.

These financial statements have been prepared on a 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.
At present, the Company has no operating income. The Company incurred a net loss of $183,184
during the year ended August 31, 2019 (162-day period ended August 31, 2018 - $92,709) and, as of
that date, had a deficit of $275,893 (2018 - $92,709). Without additional financing, the Company may
not be able to fund its ongoing operations and complete development activities. The Company intends
to finance its future requirements through a combination of debt and/or equity issuance. There is no
assurance that the Company will be able to obtain such financings or obtain them on favorable terms.
These uncertainties may cast significant doubt on the Company’s ability to continue as a going concern.
The Company will need to raise sufficient working capital to maintain operations. These financial
statements do not include any adjustments related to the recoverability of assets and classification of
liabilities that might be necessary should the Company be unable to continue as a going concern. Such
adjustments could be material.

2. BASIS OF PRESENTATION
(a) Statement of compliance

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

These financial statements are presented in Canadian dollars, which is the Company’s functional
currency.

(b) Basis of presentation
These financial statements have been prepared on a historical cost basis, except for certain
financial instruments classified as financial instruments at fair value through profit or loss, which
are stated at fair value. In addition, these financial statements have been prepared using the
accrual basis of accounting, except for cash flow information.

(c) Approval of the financial statements

These financial statements were authorized for issue by the Audit Committee and Board of
Directors on December 19, 2019.



PROJECT ONE RESOURCES LTD.

Notes to the Financial Statements

For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES

(&) Mineral property

(i)

(ii)

(iii)

Exploration and evaluation

Staking costs, property option payments, and other costs associated with acquiring exploration
and evaluation assets are capitalized and classified as intangible assets, whereas exploration
and evaluation expenditures are recognized as expenses as they are incurred during the
period. Exploration and evaluation expenditures include costs of conducting geological and
geophysical surveys, equipment rental, geochemical analysis, mapping and interpretation, and
costs to obtain legal rights to explore an area.

Management reviews the carrying value of capitalized exploration costs annually. The review
is based on the Company’s intentions for development of the property.

Subsequent recovery of the resulting carrying value depends on successful development or
sale of the project. If a project does not prove viable, all irrecoverable costs associated with the
project, net of any impairment provisions, are written off.

Development

Upon completion of a technical feasibility study and when commercial viability is demonstrated,
capitalized exploration and evaluation assets are transferred to and classified as property, plant
and equipment. Costs associated with the commissioning of new assets incurred in the period
before they are operating in the way intended by management, are capitalized. Interest on
borrowings related to the construction and development of assets are capitalized until
substantially all the activities required to make the asset ready for its intended use are
complete.

The costs of removing overburden to access ore are capitalized as pre-production stripping
costs and classified as a component of property, plant and equipment.

Impairment

The carrying value of all categories of mineral property and exploration are reviewed at least
annually by management for indicators the recoverable amount may be less than the carrying
value. When indicators of impairment are present, the recoverable amount of an asset is
evaluated at the level of a cash generating unit (“CGU”), the smallest identifiable group of
assets that generates cash inflows that are largely independent of the cash inflows from other
assets or groups of assets, where the recoverable amount of a CGU is the greater of the CGU'’s
fair value less costs to sell and its value in use. An impairment loss is recognized in profit or
loss to the extent the carrying amount exceeds the recoverable amount.

Value-in-use is based on estimates of discounted future cash flows expected to be recovered
from an asset through their use. Estimated future cash flows are calculated using estimates of
future recoverable reserves and resources, future commodity prices and expected future
operating and capital costs. Once calculated, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset.



PROJECT ONE RESOURCES LTD.

Notes to the Financial Statements

For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(&) Mineral property (Continued)

(iii)

(iv)

Impairment (Continued)

Fair value less costs to sell is the amount obtainable from either quotes from an active market
or the sale of an asset or CGU in an arm’s length transaction between knowledgeable, willing
parties, less the costs of disposal. Costs of disposal are incremental costs directly attributable
to the disposal of an asset or CGU, excluding finance costs and income tax expense.

Impairment losses recognized in respect of CGUs are allocated to reduce the carrying amounts
of the other assets in the unit or group of units on a pro rata basis. Impairment losses are
recognized in profit or loss. Assumptions, such as commodity prices, discount rate and
expenditures, underlying the fair value estimates are subject to risk uncertainties. Impairment
charges are recorded in the reporting period in which determination of impairment is made by
management.

Impairment losses recognized in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if
there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined, net of depletion or amortization, if no
impairment loss had been recognized.

Provision for environmental rehabilitation

An obligation to incur restoration, rehabilitation and environmental costs arises when
environmental disturbance is caused by the exploration, development or ongoing production of
a mineral property interest. Such costs arising from the decommissioning of plant and other
site preparation work, discounted to their net present value, are provided and capitalized at the
start of each project to the carrying amount of the asset, as soon as the obligation to incur such
costs arises. Discount rates using a pre-tax rate that reflect the time value of money are used
to calculate the net present value. These costs are charged against profit or loss over the
economic life of the related asset, through amortization using either the unit-of-production or
straight line method. The related liability is adjusted for each period for the unwinding of the
discount rate and for changes to the current market-based discount rate, amount or timing of
the underlying cash flows needed to settle the obligation. Costs for restoration of subsequent
site damage which is created on an ongoing basis during production are provided for at their
net present values and charged against profit or loss as extraction progresses.

(b) Mining exploration tax recoveries

The Company recognizes mining exploration tax recoveries in the period in which there is
reasonable expectation, based on management’s estimate, of receiving a refund. The amount of
tax credit receivable is subject to review and approval by the taxation authorities and is adjusted
for in the period when such approval is confirmed.
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PROJECT ONE RESOURCES LTD.

Notes to the Financial Statements

For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Financial instruments

@

Financial assets

Initial recognition and measurement

A financial asset is measured initially at fair value plus, for an item not at fair value through
profit or loss, transaction costs that are directly attributable to its acquisition or issue. On initial
recognition, a financial asset is classified as measured at amortized cost, measured at fair
value through other comprehensive income or measured at fair value through profit or loss.
The Company recognized a financial asset when it becomes a party to the contractual
provisions of the instrument.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:
Financial assets measured at amortized cost

A financial asset is subsequently measured at amortized cost, using the effective interest
method and net of any impairment allowance, if:

» the asset is held within a business whose objective is to hold assets in order to collect
contractual cash flows; and

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

There are no financial assets classified as measured at amortized cost.
Financial assets measured at fair value through other comprehensive income (“FVTOCI’)

A financial asset measured at fair value through other comprehensive income is recognized
initially at fair value plus transaction costs directly attributable to the asset. After initial
recognition, the asset is measured at fair value with changes in fair value included as “financial
asset at fair value through other comprehensive income” in other comprehensive income.
Accumulated gains or losses recognized through other comprehensive income remain within
accumulated other comprehensive income when the financial instrument is derecognized or its
fair value substantially decreases.

There are no financial assets classified as measured at FVTOCI.
Financial assets at fair value through profit or loss
Financial assets measured at fair value through profit or loss are carried in the statement of

financial position at fair value with changes in fair value therein, recognized in profit or loss.
The Company classifies cash and receivables (net GST) as fair value through profit or loss.

(i) Derecognition

11



PROJECT ONE RESOURCES LTD.

Notes to the Financial Statements

For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018
(Expressed in Canadian Dollars)

(d)

A financial asset or, where applicable, a part of a financial asset or part of a group of similar
financial assets is derecognized when:;

« the contractual rights to receive cash flows from the asset have expired; or

+ the Company has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay to
a third party under a ‘pass-through’ arrangement; and either (a) the Company has
transferred substantially all the risks and rewards of the asset; or (b) the Company has
neither transferred nor retained substantially all the risks and rewards of the asset, but
has transferred control of the asset.

(iii) Financial liabilities

Financial liabilities are recognized when the Company becomes a party to the contractual
provisions of the financial instrument. A financial liability is derecognized when it is
extinguished, discharged, cancelled or when it expires. Financial liabilities are classified as
either financial liabilities at fair value through profit or loss or financial liabilities subsequently
measured at amortized cost. All interest-related charges are reported in profit or loss within
interest expense, if applicable. The Company’s financial liabilities include accounts payable
and accrued liabilities and due to related party.

(iv) Fair value hierarchy

Fair value measurements of financial instruments are required to be classified using a fair value
hierarchy that reflects the significance of inputs used in making the measurements. The levels
of the fair value hierarchy are defined as follows:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly or indirectly.

Level 3 - Inputs for assets or liabilities that are not based on observable market data.

The Company’s financial instruments classified as Level 1 in the fair value hierarchy are cash,
receivables (net of GST), accounts payable and accrued liabilities and due to related party. Their
carrying values approximate their fair values due to the short-term maturity of these instruments.
Common shares

Financial instruments issued by the Company are classified as equity only to the extent that they
do not meet the definition of a financial liability or financial asset. The Company's common shares
are classified as equity instruments.

Incremental costs directly attributable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds.
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PROJECT ONE RESOURCES LTD.

Notes to the Financial Statements

For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(€)

(f)

(9)

Earnings (loss) per share

The Company presents basic and diluted earnings (loss) per share data for its common shares,
calculated by dividing the profit or loss attributable to common shareholders of the Company by the
weighted average number of shares outstanding during the period. Diluted earnings (loss) per
share is not adjusted for the loss attributable to common shareholders or the weighted average
number of common shares outstanding when the effect is anti-dilutive.

Shares held in escrow, other than where their release is subject to the passage of time, are not
included in the calculation of the weighted average number of common shares outstanding.

Income taxes

Tax provisions are recognized when it is considered probable that there will be a future outflow of
funds to a taxing authority. In such cases, a provision is made for the amount that is expected to
be settled, where this can be reasonably estimated. This requires the application of judgment as to
the ultimate outcome, which can change over time depending on the facts and circumstances. A
change in estimate of the likelihood of a future outflow and/or in the expected amount to be settled
would be recognized in profit or loss in the period in which the change occurs.

Deferred tax assets or liabilities, arising from temporary differences between the tax and accounting
values of assets and liabilities, are recorded based on tax rates expected to be enacted when these
differences are reversed. Deferred tax assets are recognized only to the extent it is considered
probable that those assets will be recovered. This involves an assessment of when those deferred
tax assets are likely to be realized, and a judgment as to whether there will be sufficient taxable
profits available to offset the tax assets when they do reverse. This requires assumptions regarding
future profitability and is therefore inherently uncertain. To the extent assumptions regarding future
profitability change, there can be an increase or decrease in the amounts recognized in respect of
deferred tax assets, as well as in the amounts recognized in profit or loss in the period in which the
change occurs.

Tax provisions are based on enacted or substantively enacted laws. Changes in those laws could
affect amounts recognized in profit or loss both in the period of change, which would include any
impact on cumulative provisions, and in future periods.

Use of estimates and judgments

The preparation of financial statements in conformity with IFRS requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may vary from these
estimates.

Estimates and judgments are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances. Accounting estimates will, by definition, seldom equal the actual results. Revisions
to accounting estimates are recognized in the period in which the estimates are revised and in any
future years affected.

13



PROJECT ONE RESOURCES LTD.

Notes to the Financial Statements

For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(9)

(h)

Use of estimates and judgments (Continued)

Critical Judgments

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 not limited to, 12
months from the end of the reporting period. The Company is aware that material uncertainties
exist related to events or conditions that may cast significant doubt upon the Company’s ability to
continue as a going concern.

Capitalization of mineral properties

The application of the Company’s accounting policy for mineral properties requires judgment in
determining whether it is likely that future economic benefits will flow to the Company, which may
be based on assumptions about future events or circumstances. Estimates and assumptions made
may change if new information becomes available. If, after the expenditure is capitalized,
information becomes available suggesting that the recovery of the expenditure is unlikely, the
amount capitalized is written off to profit or loss in the period the new information becomes
available.

Recoverability of deferred tax assets

The measurement of income taxes payable and deferred income tax assets and liabilities requires
management to make judgments in the interpretation and application of the relevant tax laws. The
actual amount of income taxes only becomes final upon filing and acceptance of the tax return by
the relevant tax authorities, which occurs subsequent to the issuance of the financial statements.

Significant Estimates and Assumptions

Inputs to the Black-Scholes option pricing model

The fair value of equity instruments is subject to the limitations of the Black-Scholes option pricing
model, as well as other pricing models that incorporate market data and involves uncertainty in
estimates used by management in the assumptions. Because option pricing models require inputs
of highly subjective assumptions, including the volatility of share prices, changes in subjective input
assumptions can materially affect the fair value estimate.

Non-monetary transactions
Shares issued for consideration other than cash are valued at the fair value of assets received or

services rendered. If the fair value of assets received or services rendered cannot be reliably
measured, shares issued for consideration will be fair valued at the date of issuance.
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PROJECT ONE RESOURCES LTD.

Notes to the Financial Statements

For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i)

0

Share-based payments

The Company has a stock option plan that is described in note 5 and grants share options to acquire
common shares of the Company to directors, officers, employees and consultants. Share-based
payments to employees are measured at the fair value of the instruments granted. Share-based
payments are measured at the fair value of the goods or services received or the fair value of the
equity instruments issued as calculated using the Black-Scholes option pricing model. The offset
to the recorded expense is to options or warrants reserve.

Consideration received on the exercise of stock options is recorded as share capital and the related
options reserve is transferred to share capital. For those options that expire, the recorded fair value
in options reserve is transferred to deficit.

Future accounting pronouncements

At the date of authorization of these financial statements, certain new standards, amendments and
interpretation to existing standards have been published, but are not yet effective, and have not
been early-adopted by the Company.

IFRS 16 Leases

This new standard set out the principles for the recognition, measurement, presentation and
disclosure of leases for both lessee and the lessor. The new standard intrudes a single lessee
accounting model that requires the recognition of all assets and liabilities arising from a lease.

The main features of the new standard are as follows:

e An entity identifies as a lease a contract that conveys the right to control the use of an
identified asset for a period of time in exchange for considerations.

e Alessee recognizes an asset representing the right to use the leased asset, and a liability
for its obligation to make lease payment. Exceptions are permitted for short-term leases
and leases of low-value assets.

o Alease asset is initially measured at cost, and is initially measured at the present value of
the unpaid lease payments

e A lessee presents interest expense on a lease liability separately from depreciation of a
lease asset in the statement of profit or loss and other comprehensive income.

e A lessor continues to classify its leases as operating leases or finance leases, and to
account for them accordingly.

e A lessor provides enhanced disclosures about its risk exposure, particularly exposure to
residual-value risk.

Applicable to the Company’s annual period beginning September 1, 2019.

The Company has assessed that there will be no significant impact to the financial statements as
a result of the adoption of this standard.
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For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018

(Expressed in Canadian Dollars)

4. MINERAL PROPERTY

(a) Christa-Aura Property, British Columbia, Canada

(b)

Exploration and evaluation costs

The Company acquired the Christa-Aura Property (the “Property”), located in British Columbia,
consisting of five mineral titles, through issuance of 2,350,777 common shares fair valued at
$23,508 from a director (notes 5 and 7). In addition, the Company incurred acquisition and staking
costs of $2,019 during the period from incorporation to August 31, 2018. No additional acquisition
costs were incurred during the year ended August 31, 2019.

During the year ended August 31, 2019, the Company incurred $80,225 (162-day period ended
August 31, 2018 - $72,007) in exploration and evaluation expenditures on this property. The total
exploration costs on the Property as at August 31, 2019 is $152,262 (2018 - $72,007).

Details of exploration activities during the year ended August 31, 2019 and the 162-day period
ended August 31, 2018 are as follows:

162-Day

Year Ended Period

August 31, Ended
Property 2019 August 31, Total
Engineering, geology, and project management $ 19920 $ 18,240 $ 38,160
Geochemical - 724 724
Geophysical 50,575 47,743 98,318
Technical report 9,730 5,300 15,060
Exploration and evaluation costs $ 80,225 $ 72,007 $ 152,262

5. SHAREHOLDERS’ EQUITY

(a) Authorized

(b) Issued and outstanding

Unlimited number of common shares without par value.

9,840,777 common shares without par value.

(i) On March 22, 2018, the Company issued 1 common share at a price of $0.01 in connection
with incorporation of the Company. The common share was subsequently cancelled.

(i) On March 28, 2018, the Company issued 2,350,777 common shares at fair value of $0.01 as

consideration for the Christa-Aura Property (note 4). The common shares are held in escrow

(note 5(c)).
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(Expressed in Canadian Dollars)

5. SHAREHOLDERS’ EQUITY (Continued)

(b) Issued and outstanding (Continued)

(©)

(d)

(e)

(iii) On August 28, 2018, the Company completed private equity financing, raising gross proceeds
of $174,500 by the issuance of 3,490,000 common shares at $0.05 per share. Of the $174,500
gross proceeds, $14,500 was recorded as receivables and received during the year ended
August 31, 2019. 300,000 common shares are held in escrow and will be released upon the
completion of the IPO over a 36-month period.

(iv) On June 11, 2019, the Company completed its IPO and issued 4,000,000 common shares of
the Company at $0.10 per common share for gross proceeds of $400,000. In connection with
this offering, the Company paid $152,837 in cash share issuance costs and issued 380,000
agent warrants with a total fair value of $20,047. Each agent warrant entitles the holder to
purchase one common share of the Company at $0.10 per share for a period of 24 months.

Escrow shares

On August 28, 2018, the Company executed an escrow agreement with an escrow agent and a
security holder where they have agreed to deposit 2,650,777 common shares in escrow. Under the
escrow agreement, 10% of the shares were released upon completion of the IPO and 15% of the
shares will be released every six months following listing. As at August 31, 2019, the Company had
2,385,699 (2018 — nil) shares held in escrow.

Stock options

The Company’s stock option plan authorizes the issuance of options up to a maximum of 10% of
the Company’s issued shares. The exercise price of any option granted shall not be less than the
fair market value of the shares at the time of the grant. The expiry date for each option, set by the
Board of Directors at the time of issue, shall not be more than ten years after the grant date. Unless
stipulated by the Board of Directors, options granted generally vest fully on the date of grant. As at
August 31, 2019 and 2018, the Company had no stock options outstanding.

Share warrants

162-Day Period Ended

Year Ended August 31, 2019 August 31, 2018
Number of Weighted Number of Weighted
share average share average
purchase exercise purchase exercise
warrants price warrants price
$ $
Outstanding, beginning of period - - - -
Issued — agent warrants 380,000 0.10 - -
Outstanding, end of period 380,000 0.10 - -

The weighted average fair value of the agent warrants was estimated at approximately $0.05 per
warrant at the grant date using the Black-Scholes Pricing Model using the following assumptions:
no expected dividends to be paid; volatility of 100% based on industry standard for comparable
companies without a historical volatility; risk-free interest rate of 1.48%; and expected life of 2 years.

17



PROJECT ONE RESOURCES LTD.
Notes to the Financial Statements
For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018

(Expressed in Canadian Dollars)

5.

6.

SHAREHOLDERS’ EQUITY (Continued)

(e) Share warrants (Continued)

Number of Weighted Weighted average
warrants average remaining life
outstanding exercise price Expiry dates (years)
380,000 $0.10 June 11, 2021 1.78

INCOME TAXES

A reconciliation of income taxes at statutory rates is as follows:

2019 2018
Loss for the year $ (183,184) $ (92,709)
Tax rate 27.00% 26.00%
Expected recovery (49,460) (24,104)
Effect of changes in tax rates - (927)
Over provided in prior years (19,442) -
Origination and reversal of temporary differences 110,168 -
Unused tax losses and tax offsets not recognized (41,266) 25,031
Total income tax expense (recovery) $ - $ -

Deferred income tax assets are only recognized to the extent that the realization of tax benefits is
determined to be probable. As at August 31, 2019, the Company has not recognized the benefit of the
following deductible temporary differences:

2019 2018
Mineral property $ 152,000 $ 26,000
Share issuance costs $ 122,000 $ -
Non-capital losses $ 226,000 $ 93,000

At August 31, 2019, the Company has non-capital losses available of approximately $226,000 (2018 -
$93,000) that may be carried forward to apply against future income for Canadian tax purposes and
will expire in 2038 to 2039.

18



PROJECT ONE RESOURCES LTD.

Notes to the Financial Statements

For the Year Ended August 31, 2019 and the 162-Day Period Ended August 31, 2018
(Expressed in Canadian Dollars)

7. RELATED PARTY TRANSACTIONS

Key management personnel include persons having the authority and responsibility for planning,
directing and controlling the activities of the Company as a whole. The Company has determined that
key management personnel consist of executive and non-executive members of the Board of Directors
and corporate officers.

During the year ended August 31, 2019, the Company incurred $nil (162-day period ended August 31,
2018 - $1,000) for accounting fees and accrued $nil (2018 - $174) for reimbursements owed to officers
of the Company. The Company incurred $11,500 (162-day period ended August 31, 2018 - $nil) for
consulting fees.

On April 10, 2019, the Company entered into a loan agreement with the CEO of the Company for
$20,000. The loan bears interest at 5% per annum, due July 10, 2019 and subsequently extended to
January 10, 2020. At August 31, 2019, a total of $20,395 (2018 - $nil) was due which includes $395 of
accrued interest.

8. RISK MANAGEMENT

(a) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to discharge an obligation. Credit risk for the Company is associated with its cash
and receivables. The Company is not exposed to significant credit risk as its cash is placed with a
major Canadian financial institution and the August 31, 2018 receivables of $14,500 was due from
a shareholder, and collected in fiscal 2019.

(b) Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated
with financial liabilities that are settled by delivering cash or another financial asset. The Company
is not exposed to significant liquidity risk.

As at August 31, 2019, the Company has cash of $171,337 (2018 - $65,011) available to apply
against short-term business requirements and current liabilities of $55,784 (2018 - $7,790). All of
the liabilities presented as accounts payable are due within 90 days of August 31, 2019.

(c) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
due to changes in market prices. Market risk comprises three types of risk: foreign currency risk,
interest rate risk and other price risk. The Company is not exposed to significant market risk.

9. CAPITAL MANAGEMENT

The Company has just commenced operations. It has not yet determined whether it will be successful
in its endeavours and does not generate cash flows from operations. The Company’s primary source
of funds comes from the issuance of common shares and loans from related parties. The Company
does not use other sources of financing that require fixed payments of interest and principal due to lack
of cash flow from current operations and is not subject to any externally imposed capital requirements.
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9.

10.

CAPITAL MANAGEMENT (Continued)

The Company’s objective when managing capital is to safeguard the Company’s ability to continue as
a going concern. The Company did not change its approach to capital management during the year
ended August 31, 2019.

The Company defines its capital as shareholders’ equity and related party loans. Capital requirements
are driven by the Company’s general operations. To effectively manage the Company’s capital
requirements, the Company monitors expenses and overhead to ensure costs and commitments are
being paid.

SEGMENTED INFORMATION

The Company has one operating segment, acquisition, exploration and evaluation of resource
properties, and all long-term assets of the Company are located in Canada.
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