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Independent Auditor's Report

To the Shareholders of Silver Dollar Resources Inc.
Opinion

We have audited the financial statements of Silver Dollar Resources Inc. ("the Company"), which comprise the
statement of financial position as at August 31, 2020 and the statements of comprehensive loss, changes in
shareholders’ equity and cash flows for the year then ended, and 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, 2020, and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards.

Basis for Opinion

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

Other matter

The financial statements of Silver Dollar Resources Inc. for the period ended August 31, 2019 were audited by
another auditor who expressed an unmodified opinion on those statements on April 30, 2020.

Other Information

Management is responsible for the other information. The other information comprises:
. Management's Discussion and Analysis

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

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

We obtained the other information prior to the date of this auditor's 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 auditor's report. We have nothing to report in this regard.



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

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

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

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

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

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

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

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

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

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



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

The engagement partner on the audit resulting in this independent auditor's report is Diana Huang.
"Crowe MacKay LLP"
Chartered Professional Accountants

Vancouver, Canada
December 22, 2020



Silver Dollar Resources Inc.
(An exploration stage company)

Statements of Financial Position
(Expressed in Canadian Dollars)

August 31 August 31
2020 2019
ASSETS
Current
Cash $ 702,047 $ 213,459
Accounts receivable 19,086 2,764
Prepaid expenses 57,863 -
778,996 216,223
Exploration and evaluation assets (note 5) 5,607,745 119,370
$ 6,386,741 $ 335,593
LIABILITIES
Current
Accounts payable and accrued liabilities $ 69,504 $ 33,947
Due to related party (note 7) 32,000 -
101,504 33,947
SHAREHOLDERS' EQUITY
Share capital (note 6) 6,831,692 399,001
Share-based payment reserve (note 6) 307,073 30,000
Deficit (853,528) (127,355)
6,285,237 301,646
$ 6,386,741 $ 335,593
Subsequent events (note 10)
Approved on behalf of the board on December 22, 2020
"Michael Romanik" "Jeff Smulders"
Michael Romanik Jeff Smulders

The accompanying Notes to the Financial Statements are an integral part of these financial statements
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Silver Dollar Resources Inc.
(An exploration stage company)

Statements of Comprehensive Loss
(Expressed in Canadian Dollars)
Year and period ended August 31

2020 2019

Expenses
Consulting 71,230 -
Insurance 5,170 -
Interest and bank charges 996 358
Listing and filing fees 36,712 -
Management and administration fees (note 7) 87,000 28,200
Office 12,391 9,187
Pre-exploration evaluation 3,414 -
Professional fees 208,592 35,646
Rent 28,456 17,100
Share-based compensation (notes 6 and 7) 209,694 30,000
Transfer agent 4,836 -
Travel and promotion 57,682 6,864
Net and comprehensive loss 726,173 127,355
Loss per share - basic and diluted 0.05 0.02
Weighted average number of shares outstanding 14,807,116 7,904,731

The accompanying Notes to the Financial Statements are an integral part of these financial statements
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Silver Dollar Resources Inc.
(An exploration stage company)

Statements of Changes in Shareholders' Equity
(Expressed in Canadian Dollars)
Year and period ended August 31, 2020 and 2019

Issued Share Capital Share-based
Number Amount Payment Reserve Deficit Total
Incorporation, November 19, 2018 1 3 1 S - 98 -9 1
Shares and warrants issued for cash 12,600,000 399,000 30,000 - 429,000
Net loss - - - (127,355) (127,355)
Balances, August 31, 2019 12,600,001 399,001 30,000 (127,355) 301,646
Shares and warrants issued for cash 7,000,000 1,050,000 - - 1,050,000
Shares issued upon exercise of options and warrants 2,236,218 529,698 (24,065) - 505,633
Shares issued for exploration and evaluation assets 5,146,401 5,094,937 - - 5,094,937
Share issuance costs - (241,944) 91,444 - (150,500)
Share-based compensation - - 209,694 - 209,694
Net loss - - - (726,173) (726,173)
Balances, August 31, 2020 26,982,620 $ 6,831,692 $ 307,073 $ (853,528) $ 6,285,237

The accompanying Notes to the Financial Statements are an integral part of these financial statements
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Silver Dollar Resources Inc.
(An exploration stage company)

Statements of Cash Flows
(Expressed in Canadian Dollars)
Year and period ended August 31

2020 2019
Operating activities
Net loss (726,173) (127,355)
Adjustment for item not involving cash:
Share-based compensation 209,694 30,000
(516,479) (97,355)
Changes in non-cash working capital:
Accounts receivable (16,322) (2,764)
Prepaid expenses (57,863) -
Accounts payable and accrued liabilities 35,5657 33,948
Due to related party 32,000 -
(523,107) (66,171)
Investing activity
Investments in exploration and evaluation assets (393,438) (119,370)
Financing activity
Proceeds from issuance of shares and warrants, net 1,405,133 399,000
Net change in cash 488,588 213,459
Cash, beginning of year and period 213,459 -
Cash, end of year and period 702,047 213,459

Supplemental cash flow information
Interest received
Income taxes paid

Non-cash transactions (note 9)

The accompanying Notes to the Financial Statements are an integral part of these financial statements
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Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

1.

Nature and Continuance of Operations

The Company was incorporated on November 19, 2018 under the laws of the Province of
British Columbia, Canada.

The Company is in the business of exploring its mineral exploration assets and has not yet
determined whether these properties contain ore reserves that are economically recoverable.
As of August 31, 2020, the Company was in the exploration stage and had interests in
properties in Durango, Mexico and Ontario, Canada.

These financial statements have been prepared on a going concern basis, which presumes
the realization of assets and discharge of liabilities in the normal course of business for the
foreseeable future. In assessing whether the going concern assumption is appropriate,
management considers all available information about the future within one year from the date
the financial statements are issued.

The Company has sustained losses from operations and has an ongoing requirement for
capital investment to explore its exploration and evaluation assets. As of August 31, 2020, the
Company had working capital of $677,492 (2019 — $182,276). As described in note 10, the
Company completed a private placement of 7,500,000 common shares at a price of $1.40 per
share to raise gross proceeds of $10,500,000 subsequent to the year end. Based on its
current plans, budgeted expenditures and cash requirements, the Company has sufficient
cash to finance its current plans for at least 12 months from the date the financial statements
are issued.

The Company expects it will need to raise substantial additional capital to accomplish its plans
over the next several years. The Company intends to seek additional financing through equity
financing. There can be no assurance as to the availability or terms upon which such financing
might be available.

In early 2020, there was a global outbreak of a novel coronavirus identified as “COVID-19”.
On March 11, 2020, the World Health Organization declared a global pandemic. In order to
combat the spread of COVID-19, governments worldwide have enacted emergency measures
including travel bans, legally enforced or self-imposed quarantine periods, social distancing
and business and organization closures. These measures have caused material disruptions
to businesses, governments and other organizations resulting in an economic slowdown and
increased volatility in national and global equity and commodity markets. Central banks and
governments, including Canadian federal and provincial governments, have reacted with
significant monetary and fiscal interventions designed to stabilize economic conditions. The
duration and impact of the COVID-19 outbreak is unknown at this time, as is the efficacy of
any interventions. It is not possible to reliably estimate the length and severity of these
developments and the impact on the financial results and condition of the Company and its
operations in future periods.
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Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

1.

Nature and Continuance of Operations (continued)

There can be no assurance that the Company will not be impacted by adverse consequences
from the pandemic on global financial markets, resources, share prices and financial liquidity
that may severely limit the financing capital available in the mineral exploration sector. Should
such financing not be available in that time-frame, the Company will be required to reduce its
activities and will not be able to carry out all of its presently planned exploration and
development activities on its currently anticipated scheduling.

The address of the Company’s office is 108 - 800 Kelly Road, Suite 416, Victoria, British
Columbia, V9B 6J9, Canada.

Significant Accounting Policies

Basis of Presentation

These financial statements, including comparatives, have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) as issued by the International
Accounting Standards Board (“IASB”) and the interpretations of the IFRS Interpretations
Committee (“IFRIC”). The policies applied in these financial statements are based on IFRS
issued and outstanding as of the date the Board of Directors approved these financial
statements.

These financial statements are presented in the Company’s functional and presentation
currency — the Canadian dollar — on a historical cost basis except for certain items that are
measured at fair value. The accounting policies described herein have been applied
consistently to all periods presented in these financial statements.

Financial Instruments

The Company recognizes a financial asset or financial liability in the statements of financial
position when it becomes party to the contractual provisions of the financial instrument.
Financial assets are initially measured at fair value and are derecognized either when the
Company has transferred substantially all the risks and rewards of ownership of the financial
asset or when cash flows expire. Financial liabilities are initially measured at fair value and
are derecognized when the obligation specified in the contract is discharged, cancelled or
expired.

A write-off of a financial asset (or a portion thereof) constitutes a derecognition event. Write-

off occurs when the Company has no reasonable expectations of recovering the contractual
cash flows on a financial asset.
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Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

2. Significant Accounting Policies (continued)

Financial Instruments (continued)

Classification and Measurement

The Company determines the classification of its financial instruments at initial recognition.
Financial assets and financial liabilities are classified according to the following measurement
categories:

a) those to be measured subsequently at fair value, either through profit or loss (“FVTPL”) or
through other comprehensive income (“FVTOCI”); and
b) those to be measured subsequently at amortized cost.

The classification and measurement of financial assets after initial recognition at fair value
depends on the business model for managing the financial asset and the contractual terms of
the cash flows. Financial assets that are held within a business model whose obijective is to
collect the contractual cash flows, and that have contractual cash flows that are solely
payments of principal and interest on the principal outstanding, are generally measured at
amortized cost at each subsequent reporting period. All other financial assets are measured
at their fair values at each subsequent reporting period, with any changes recorded through
profit or loss or through other comprehensive income (which designation is made as an
irrevocable election at the time of recognition).

After initial recognition at fair value, financial liabilities are classified and measured at either:

a) amortized cost;

b) FVTPL if the Company has made an irrevocable election at the time of recognition, or
when required (for items such as instruments held for trading or derivatives); or

c) FVTOCI when the change in fair value is attributable to changes in the Company’s credit
risk.

The Company reclassifies financial assets when and only when its business model for
managing those assets changes. Financial liabilities are not reclassified.

Transaction costs that are directly attributable to the acquisition or issuance of a financial
asset or financial liability classified as subsequently measured at FVTOCI or amortized cost
are included in the fair value of the instrument on initial recognition. Transaction costs for
financial assets and financial liabilities classified at FVTPL are expensed in profit or loss.
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Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

2. Significant Accounting Policies (continued)

Financial Instruments (continued)

Classification and Measurement (continued)

The Company’s financial assets consist of cash which is classified and measured at FVTPL
with realized and unrealized gains or losses related to changes in fair value reported in profit
or loss. The Company’s financial liabilities consist of accounts payable and accrued liabilities
and amounts due to related parties which are classified and measured at amortized cost using
the effective interest method. Interest expense is reported in profit or loss.

The effective interest method is a method of calculating the amortized cost of a financial asset
or liability and of allocating interest income or expense over the relevant period. The effective
interest rate is the rate that discounts estimated future cash payments through the expected
life of the financial asset or liability, or where appropriate, a shorter period.

Impairment

The Company assesses all information available including, on a forward-looking basis, the
expected credit losses associated with any financial assets carried at amortized cost. The
impairment methodology applied depends on whether there has been a significant increase
in credit risk. To assess whether there is a significant increase in credit risk, the Company
compares the risk of a default occurring on the asset as at the reporting date with the risk of
default as at the date of initial recognition based on all information available and reasonable
and supportive forward-looking information.

Cash and Cash Equivalents

For purposes of reporting cash flows, the Company considers cash and cash equivalents to
include amounts held in banks and cashable highly liquid investments with limited interest and
credit risk. The Company places its cash and cash investments with institutions of high
creditworthiness.

Equipment

Equipment is carried at cost less accumulated depreciation and accumulated impairment
losses. Cost comprises the fair value of consideration given to acquire or construct an asset
and includes the direct charges associated with bringing the asset to the location and condition
necessary for putting it into use, along with the future cost of dismantling and removing the
asset.
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Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

2. Significant Accounting Policies (continued)

Exploration and Evaluation Assets

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, payments made to contractors and depreciation on plant and equipment
during the exploration phase. Costs not directly attributable to exploration and evaluation
activities, including general administrative overhead costs and pre-exploration expenses, are
expensed in the year in which they occur.

The Company may occasionally enter into option arrangements whereby the Company will
transfer part of a mineral interest as consideration for an agreement by the transferee to meet
certain exploration and evaluation expenditures, which would otherwise be undertaken by the
Company. The Company does not record any expenditures made by the optionee on its
behalf. Any consideration received from the agreement is credited against the costs previously
capitalized to the exploration and evaluation asset given up by the Company with any excess
consideration accounted for as a gain on disposal.

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 costs in excess of estimated recoveries are
written off to profit or loss.

The Company assesses exploration and evaluation assets for impairment at each reporting
date and 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 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.

Mineral exploration and evaluation expenditures are classified as intangible assets. Cash

which is subject to contractual restrictions on use is classified separately as reclamation
deposits.
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Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

2. Significant Accounting Policies (continued)

Decommissioning Provision

The Company records a liability based on the best estimate of costs for site closure and
reclamation activities that the Company is legally or constructively required to remediate and
the liability is recognized at the time environmental disturbance occurs. The resulting costs
are capitalized to the corresponding asset. The provision for closure and reclamation liabilities
is estimated using expected cash flows based on internal estimates discounted at a pre-tax
rate specific to the liability. The capitalized amount is amortized on the same basis as the
related asset. The liability is adjusted for the accretion of the discounted obligation and any
changes in the amount or timing of the underlying future cash flows. Significant judgments
and estimates are involved in forming expectations of the amounts and timing of future closure
and reclamation cash flows.

Changes in closure and reclamation estimates are accounted for as a change in the
corresponding capitalized cost.

Costs of reclamation projects for which a provision has been recorded are recorded directly
against the provision as incurred, most of which are incurred upon cessation of exploration
and evaluation or at the end of the life of a mine.

Loss per Share

The Company uses the treasury stock method of calculating diluted per share amounts
whereby any proceeds from the exercise of stock options or other dilutive instruments are
assumed to be used to purchase common shares at the average market price during the year.
The assumed conversion of outstanding common share options and warrants had an anti-
dilutive impact in 2020 and 2019. There were 8,263,782 outstanding options and warrants as
of August 31, 2020 (2019 — 5,300,000) that were not included in the calculation of diluted per
share amounts.

Basic loss per share is calculated using the weighted-average number of shares outstanding
during the year.

Share Capital

The proceeds from the exercise of stock options and warrants are recorded as share capital
in the amount for which the option or warrant enabled the holder to purchase a share in the
Company.

Commissions and finders’ fees paid to underwriters, agents and finders and other related
share issue costs, such as legal, auditing and printing, on the issue of the Company’s shares
are charged directly to share capital.
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Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

2. Significant Accounting Policies (continued)

Share Capital (continued)

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 more easily measurable 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 private placements is determined to be the
more easily measurable component and are valued at their fair value, as determined by the
closing trade price on the announcement date. The balance, if any, is allocated to attached
warrants. Any fair value attributed to the warrants is recorded as share-based payment
reserve.

Income Taxes

The Company uses the liability method of accounting for income taxes. Under this method,
deferred tax assets and liabilities are recognized for the future tax consequences attributable
to differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases.

Deferred tax assets and liabilities are measured using substantively enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. Deferred tax assets also result from unused loss carry
forwards, resource related pools and other deductions. A deferred tax asset is recognized for
unused tax losses, tax credits and deductible temporary differences to the extent that it is
probable that future taxable profits will be available against which they 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.

Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of assets
requiring a substantial period to get ready for their intended use or sale are capitalized as part
of the cost of that asset. Other borrowing costs are recognized as an expense.
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Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

2. Significant Accounting Policies (continued)

Share-based Compensation

Where equity-settled share options are awarded to employees, the fair value of the options at
the date of grant is charged to profit or loss over the vesting period. Performance vesting
conditions are considered by adjusting the number of equity instruments expected to vest at
each reporting date so that, ultimately, the cumulative amount recognized over the vesting
period is based on the number of options that eventually vest. Non-vesting conditions and
market vesting conditions are factored into the fair value of the options granted. As long as all
other vesting conditions are satisfied, a charge is made irrespective of whether these vesting
conditions are satisfied. The cumulative expense is not adjusted for failure to achieve a market
vesting condition or where a non-vesting condition is not satisfied.

Where the terms and conditions of options are modified before they vest, the increase in the
fair value of the options, measured immediately before and after the modification, is also
charged to profit or loss over the remaining vesting period.

Where equity instruments are granted to non-employees, they are recorded at the fair value
of the goods or services received in profit or loss, unless they are related to the issuance of
shares. Amounts related to the issuance of shares are recorded as a reduction of share
capital. When the value of goods or services received in exchange for the share-based
payment cannot be reliably estimated, the fair value is measured by use of a valuation model.
The expected life used in the model is adjusted, based on management’s best estimate, for
the effects of non-transferability, exercise restrictions and behavioural considerations.

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

Where a grant of options is cancelled or settled during the vesting period, excluding forfeitures
when vesting conditions are not satisfied, the Company immediately accounts for the
cancellation as an acceleration of vesting and recognizes the amount that otherwise would
have been recognized for services received over the remainder of the vesting period. Any
payment made to the employee on the cancellation is accounted for as the repurchase of an
equity interest except to the extent the payment exceeds the fair value of the equity instrument
granted, measured at the repurchase date. Any such excess is recognized as an expense.
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Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

2. Significant Accounting Policies (continued)

Flow-Through Shares

The Company will, from time to time, issue flow-through common shares to finance its
exploration programs. Pursuant to the terms of the flow-through share agreements, these
shares transfer the tax deductibility of qualifying resource expenditures to investors. Upon
issuance, the Company bifurcates the flow-through share into: (i) share capital; and (ii) 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. Upon expenses being renounced, the
Company derecognizes the liability and recognizes a deferred tax liability for the amount of
tax reduction renounced to the investors. The premium is recognized as other income and the
related deferred tax is recognized as a tax provision.

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.

Impairment of Long-Lived Assets

Management evaluates non-current assets at each reporting period for indicators that carrying
value is impaired and may not be recoverable. 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 that the carrying amount
exceeds the recoverable amount.

Significant Accounting Estimates and Judgments

The preparation of these financial statements requires management to make certain
estimates, judgments and assumptions that affect the reported amounts of assets and
liabilities at the financial statement date and reported amounts of expenses during the
reporting period. Actual outcomes could differ from these estimates.

These financial statements include estimates which, by their nature, are uncertain. The impact
of such estimates is pervasive throughout the financial statements and may require
accounting adjustments based on future occurrences. Revisions to accounting estimates are
recognized in the year in which the estimate is revised and future periods if the revision affects
both current and future years.
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Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

2. Significant Accounting Policies (continued)

Significant Accounting Estimates and Judgments (continued)

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 end of the reporting period, 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:

Share-based payments

The Company measures the cost of equity-settled transactions with employees by reference
to the fair value of the equity instruments at the date on which they are granted. Estimating
fair value for the share-based payment transactions requires determining the most appropriate
valuation model, which is dependent on the terms and conditions of the grant. This estimate
also requires determining the most appropriate inputs to the valuation model, including the
expected life of the share option, volatility and dividend yield, and making assumptions about
them. The assumptions and models used for estimating fair value of share-based payment
transactions are described in note 6.

Exploration and evaluation expenditures

The application of the Company’s accounting policy for exploration and evaluation
expenditures requires estimate in determining whether it is likely that future economic benefits
will flow to the Company, which may be based on assumptions about future events or
circumstances. Estimates and assumptions made may change if new information becomes
available. If, after an expenditure 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 year the new information becomes available.

Reclamation and environmental obligations

Reclamation provisions have been created based on internal estimates. Assumptions, based
on the current economic environment, have been made which management believes are a
reasonable basis upon which to estimate the future liability. These estimates consider any
material changes to the assumptions that occur when reviewed regularly by management.

Estimates are reviewed at least annually and are based on current regulatory requirements.

Significant changes in estimates of contamination, restoration standards and techniques will
result in changes to provisions from year to year.

19



Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

2. Significant Accounting Policies (continued)

Significant Accounting Estimates and Judgments (continued)

Reclamation and environmental obligations (continued)

Actual reclamation costs will ultimately depend on future market prices for the reclamation
costs, which will reflect the market condition at the time of reclamation costs are actually
incurred. The final cost of the currently recognized reclamation provisions may be higher or
lower than currently provided for.

Critical Accounting Judgments

Critical accounting judgments are accounting policies that have been identified as being
complex or involving subjective judgments or assessments. The Company made the following
critical accounting judgments:

Income taxes

Significant judgment is required in determining the provision forincome taxes. There are many
transactions and calculations undertaken during the ordinary course of business for which the
ultimate tax determination is uncertain. The Company recognizes deferred tax assets relating
to tax losses carried forward to the extent there are sufficient taxable temporary differences
(deferred tax liabilities) relating to the same taxation authority and the same taxable entity
against which the unused tax losses can be utilized. However, utilization of the tax losses also
depends on the ability of the taxable entity to satisfy certain tests at the time the losses are
recouped.

Exploration and evaluation assets

Once technical feasibility and commercial viability of an exploration and evaluation asset can
be demonstrated, it is reclassified from exploration and evaluation assets and subject to
different accounting treatment. As of the financial reporting date, management had
determined that no reclassification of exploration and evaluation assets was required.

New Accounting Standards and Interpretations Recently Adopted

The following standard was adopted by the Company effective September 1, 2019, but had
no material impact on these financial statements:

IFRS 16 — Leases

IFRS 16 is a new standard that sets out the principles for recognition, measurement,
presentation and disclosure of leases, including guidance for both parties to a contract, the
lessee and the lessor. The new standard eliminates the classification of leases as either
operating or finance leases as was required by IAS 17 — Leases and, instead, introduces a
single lessee accounting model.
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2. Significant Accounting Policies (continued)

New Accounting Standards and Interpretations Not Yet Adopted

The following standard will be adopted by the Company on September 1, 2020, but is
expected to have no material impact on the financial statements:

Amendments to IFRS 3: Business Combinations

Amendments to IFRS 3: Business Combinations assist in determining whether a transaction
should be accounted for as a business combination or an asset acquisition. It amends the
definition of a business to include an input and a substantive process that together significantly
contribute to the ability to create goods and services provided to customers, generating
investment and other income, and it excludes returns in the form of lower costs and other
economic benefits.

3. Capital Management

The Company manages its capital to continue as a going concern largely through issuances
of shares. These share issues depend on several factors, including a positive mineral
exploration environment, positive stock market conditions, a company’s track record and the
experience of management. The capital structure of the Company consists of shareholders’
equity, comprising share capital, share-based payment reserve and deficit. The Company is
not subject to any external capital requirements. There were no changes to the Company’s
approach to capital management during the year ended August 31, 2020.

4. Financial Instruments

The fair value of the Company’s cash, accounts payable and accrued liabilities, and amounts
due to related parties approximate their carrying value due to the short-term nature of these
instruments unless otherwise noted. It is management’s opinion that the Company is not
exposed to significant interest, currency or credit risks arising from these financial instruments.

The Company monitors and manages the risks relating to its financial instruments through
analysis of exposures by degree and magnitude of risks. These risks include credit risk,
market risk and liquidity risk.

Credit risk

Credit risk refers to the risk that another entity will default on its contractual obligations
resulting in financial loss to the Company. As of August 31, 2020, such contractual obligations
comprised cash held with high creditworthy financial institutions in the amount of $702,047
(2019 — $213,459). Management considers this risk to be negligible.
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4. Financial Instruments (continued)

Market risk

Market risk is the risk that the fair value of a financial instrument will fluctuate because of
changes in market prices. Management considers this risk to be negligible.

Liquidity risk
Liquidity risk refers to the risk that the Company will not be able to meet its financial obligations
when they become due or can only do so at excessive cost. As of August 31, 2020, the

Company had working capital of $677,492 (2019 — $182,276). Management anticipates that
the Company will be able to meet its obligations as they become due.

Fair Value Hierarchy

Financial instruments recorded at fair value in the Statements of Financial Position are
classified using a fair value hierarchy that reflects the significance of the inputs used in making
the measurements. The fair value hierarchy has the following levels:

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

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

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

The fair value hierarchy requires the use of observable market inputs whenever such inputs
exist. A financial instrument is classified to the lowest level of the hierarchy for which a
significant input has been considered in measuring fair value.

Cash is measured using Level 1 of the fair value hierarchy.

5. Exploration and Evaluation Assets

La Joya Project, Durango, Mexico

In August 2020, the Company acquired an option to purchase an initial 80% indirect interest
in the La Joya Project comprising 15 mineral concessions located approximately 75 kilometres
southeast of Durango in the State of Durango, Mexico, and if exercised, a second option to
acquire the remaining 20% interest.
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5. Exploration and Evaluation Assets (continued)

La Joya Project, Durango, Mexico (continued)

To exercise the first option and acquire an 80% interest in the optionor’s subsidiary that owns
the La Joya Project, the Company must: (i) pay $1,300,000 over four years (of which $300,000
has been paid) plus annual holding costs; (ii) issue by September 21, 2020 common shares
of the Company equal to 19.9% of its then-issued and outstanding shares (for which 5,146,401
shares with a fair value of $0.99 per share were issued); (iii) incur exploration expenditures
on the property of not less than $1,000,000 within three years of entering into a surface rights
agreement relating to the property, but in any event by August 7, 2025; and (iv) grant the
optionor a 2% net smelter returns royalty. If the Company incurs at least $1,000,000 of
exploration expenditures on the Property by August 7, 2023, the optionor will waive $600,000
of the option payments.

To exercise the second option and acquire the remaining 20% interest in the optionor’s
subsidiary that owns the La Joya Project, the Company must, within 30 days after exercising
its first option, issue common shares of the Company equal to 5% of its then-issued and
outstanding shares.

Longlegged Lake Property, Red Lake, Ontario, Canada

In January 2019, the Company acquired an option to purchase 100% of the Longlegged Lake
Property comprising eight cell claims located in the Red Lake Mining Division of northwestern
Ontario, Canada. To exercise its option, the Company must pay the optionor $85,000 over
four years (of which $24,000 has been paid), and grant to the optionor a 1.5% net smelter
returns royalty. The Company may repurchase half of the royalty for $500,000.

Pakwash Lake Property, Red Lake, Ontario, Canada

In November 2019, the Company entered into an option agreement to purchase a 100%
interest in the Pakwash Lake Property comprising 18 cell claims located in the Red Lake
Mining Division of northwestern Ontario, Canada. To exercise its option, the Company must
pay the optionor $131,000 over four years (of which $16,000 has been paid and $20,000 was
paid subsequent to the year-end), and grant to the optionor a 1.5% net smelter returns royalty.
The Company may repurchase half of the royalty for $500,000.

6. Share Capital

Authorized

An unlimited number of common shares without par value
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6. Share Capital (continued)

Escrow Shares

The Company is party to an escrow agreement with four directors and officers pursuant to
which as of August 31, 2020 1,800,001 common shares were held in escrow (2019 — nil) and
will be released in six equal instalments over a period of three years.

Common Shares

On November 19, 2018, the Company issued one incorporation share for $1.00.

In November 2018, the Company issued to four founders 2,000,000 common shares at a price
of $0.005 per share for gross proceeds of $10,000. The founder shares had a fair value of
$40,000 and the Company recorded a share-based payment of $30,000 and a corresponding
increase to share-based payment reserve.

In February 2019, the Company completed a non-brokered private placement financing by
issuing 1,500,000 flow-through units at a price of $0.02 per unit for gross proceeds of $30,000.
Each unit consisted of one flow-through common share and one-half of one non-transferable
share purchase warrant. Each whole warrant permits the holder to purchase one additional
common share at a price of $0.05 per share until February 21, 2021. The warrants are subject
to an accelerated expiry if the common shares are traded on a Canadian stock exchange for
at least $1.00 per share for a minimum of ten consecutive trading days.

On March 7, 2019, the Company completed a non-brokered private placement financing of
3,000,000 flow-through units at a price of $0.02 per unit for gross proceeds of $60,000 and
200,000 non-flow-through units at a price of $0.02 per unit for gross proceeds of $4,000. Each
unit consisted of one common share and one-half of one non-transferable share purchase
warrant. Each whole warrant permits the holder to purchase one additional common share at
a price of $0.05 per share until March 7, 2021. The warrants are subject to an accelerated
expiry if the common shares are traded on a Canadian stock exchange for at least $1.00 per
share for a minimum of ten consecutive trading days.

On March 27, 2019, the Company completed a non-brokered private placement financing of
5,900,000 units at a price of $0.05 per unit for gross proceeds of $295,000. Each unit
consisted of one common share and one-half of one non-transferable share purchase warrant.
Each whole warrant permits the holder to acquire one additional common share at a price of
$0.15 per share until March 27, 2020, and at a price of $0.25 per share until March 27, 2021.
The warrants are subject to an accelerated expiry if the common shares are traded on a
Canadian stock exchange for at least $1.00 per share for a minimum of ten consecutive
trading days.
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6. Share Capital (continued)

Common Shares (continued)

In May 2020, the Company completed an initial public offering of 7,000,000 units at a price of
$0.15 per unit. Each unit comprised one common share and one-half of one share purchase
warrant. Each full warrant, in turn, entitles the holder to purchase one additional common
share at a price of $0.25 per share until May 28, 2021. In respect of the offering, the Company
paid agency and corporate finance fees and disbursements totalling $150,500 and issued
700,000 agents’ warrants exercisable at $0.15 per share and valued at $91,444 until May 28,
2021.

Between June and August 2020, the Company issued 2,086,218 shares at a weighted
average price of $0.23 per share upon the exercise of warrants.

In August 2020, the Company issued 150,000 shares at a price of $0.15 per share upon the
exercise of incentive stock options. The Company’s common shares were trading at a price
of $0.93 per share when the stock options were exercised.

In August 2020, the Company issued 5,146,401 common shares at a price of $0.99 per share
pursuant to an option to purchase exploration and evaluation assets.

Warrants

As of August 31, 2020, the Company had outstanding warrants to purchase a total of
7,413,782 common shares (2019 — 5,300,000). Of this total, 750,000 warrants may be
exercised at $0.05 until February 21, 2021, 1,500,000 warrants may be exercised at $0.05
until March 7, 2021, 2,800,000 warrants may be exercised at $0.25 until March 27, 2021,
1,848,000 warrants may be exercised at $0.25 until May 28, 2021 and 515,782 warrants may
be exercised at $0.15 until May 28, 2021. A summary of the warrants as of August 31, 2020
and 2019, and the changes for the year and period ending on those dates is as follows:

August 31, 2020 August 31, 2019
Weighted Weighted
Average Average
Number of Exercise Number of Exercise
Warrants Price Warrants Price
Balance, beginning of year and period 5,300,000 $0.11 - $ -
Issued 4,200,000 0.23 5,300,000 0.11
Exercised (2,086,218) 0.23 - -
Balance, end of year and period 7,413,782 $0.18 5,300,000 $0.11
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6. Share Capital (continued)

Warrants (continued)

The Company issued agents’ warrants in respect of an initial public offering in May 2020 to
purchase 700,000 shares of the Company at a price of $0.15 per share until May 28, 2021.
The fair value of the agents’ warrants issued during the year and period ended August 31,
2020 and 2019 was estimated using the Black-Scholes option valuation model with the
following assumptions:

Total or Weighted Average

2020 2019
Number of finders’ warrants 700,000 -
Estimated life 1 year -
Share price at date of issuance $ 0.23 -
Agents’ warrant exercise price $ 0.15 -
Risk-free interest rate 0.28% -
Estimated annual volatility 120% -
Expected dividends - -
Agents’ warrant fair value $ 0.131 -
Value of agents’ warrants $91,444 -

Share-Based Compensation

The Company adopted a stock option plan whereby up to a maximum of 10% of the
outstanding shares of the Company as of the date of grant are reserved for the grant and
issuance of incentive stock options. Under the plan, the exercise price of an option may not
be set at less than the market price of the Company’s common shares on the grant date and
the options may be exercisable for up to 10 years. The aggregate number of options granted
to any one individual during any twelve-month period may not exceed 5% of the issued shares
of the Company or 2% in the case of consultants. Furthermore, the aggregate number of
options granted to all investor relations representatives during any twelve-month period may
not exceed 1% of the issued shares of the Company.

The Company granted stock options in October 2019 to purchase 600,000 shares of the
Company at a price of $0.15 per share until October 23, 2024, and in June 2020 to purchase
400,000 of the Company at a price of $0.59 per share until June 26, 2025.

The fair value of stock options issued during the year and period ended August 31, 2020 and

2019 was estimated using the Black-Scholes option valuation model with the following
assumptions:
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6. Share Capital (continued)

Share-Based Compensation (continued)

Total or Weighted Average

2020 2019
Number of options 1,000,000 -
Number of options vested 1,000,000 -
Estimated life 5years -
Share price at date of vesting $ 0.266 -
Option exercise price $ 0.326 -
Risk-free interest rate 1.04% -
Estimated annual volatility 120% -
Expected dividends - -
Option fair value $ 0.215 -
Compensation cost $214,944 -

As of August 31, 2020, the Company had outstanding stock options, which may be exercised
to purchase a total of 850,000 shares (2019 — nil). Of this total, 450,000 options may be
exercised at $0.15 until October 23, 2024 and 400,000 options may be exercised at $0.59
until June 26, 2025. A summary of the Company’s stock options as of August 31, 2020 and
2019, and the changes for the year and period ending on those dates is as follows:

Weighted Average

Number Outstanding Weighted Average Remaining Life

and Exercisable Exercise Price (Years)

Balances, November 19, 2018 - $ - -
Options granted - -

Balances, August 31, 2019 - - -
Options granted 1,000,000 0.33
Options exercised (150,000) 0.15

Balances, August 31, 2020 850,000 $ 0.36 4.5
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7. Related Party Transactions

The following transactions with related parties have been valued in these financial statements
at the exchange amount, which is the amount of consideration established and agreed to by
the parties:

Key Management Compensation

a) During the year ended August 31, 2020, the Company paid management and
administration fees of $32,000 (2019 — nil) to a corporation controlled by the Company’s
Chief Executive Officer;

b) During the year ended August 31, 2020, the Company paid management and
administration fees of $5,000 (2019 — nil) to the Company’s Chief Financial Officer;

c) During the year ended August 31, 2020, the Company granted stock options to purchase
up to a total of 600,000 shares at $0.15 per share until October 23, 2024 and with a fair
value of $21,000 to four directors and officers (2019 — nil); and

d) During the period ended August 31, 2019, the Company issued 2,000,000 common shares
to four directors and officers for an aggregate price of $10,000 and with a fair value of
$40,000.

Amounts due to related parties are without interest, unsecured and without stated terms of
repayment.

8. Income Taxes

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

2020 2019

Net loss $ (726,173) $ (127,355)

Income tax recovery at statutory rates of 27% (2019 — 27%) (196,067) (34,386)
Adjustments to benefit resulting from:

Non-deductible items for tax purposes 57,292 8,696

Tax benefits not recognized 138,775 25,690

Deferred income tax recovery $ - $ -

28



Silver Dollar Resources Inc.
(An exploration stage company)

Notes to the Financial Statements
(Expressed in Canadian Dollars)
August 31, 2020 and 2019

8.

10.

Income Taxes (continued)

The components of the deferred income tax assets are as follows:

2020 2019
Deferred income tax assets (liabilities):

Non-capital loss carryforwards $ 178,000 $ 31,000

Unused cumulative Canadian development and
exploration expenses (30,000) (30,000)
Share issue costs 33,000 -
181,000 1,000
Unrecognized tax benefits (181,000) (1,000)
Net deferred income tax assets $ - $ -

The Company has non-capital losses of approximately $659,000 available to reduce future
years’ income for tax purposes, the tax effect of which has not been recorded in the accounts.
If unused, the losses will expire as follows:

2039 $ 115,000
2040 544,000
$ 659,000

The Company also has approximately $5,497,000 in exploration and development expenses
which are available indefinitely to reduce future years’ income for tax purposes.

Non-Cash Transactions

During the year ended August 31, 2020, the Company issued a total of 700,000 agents’
warrants with a fair value of $91,444 as agents’ fees in respect of an initial public offering, and
issued 5,146,401 common shares with a fair value of $5,094,937 pursuant to an option to
purchase exploration and evaluation assets.

Subsequent Events
In September 2020, the Company completed a private placement of 7,500,000 common
shares at a price of $1.40 per share to raise gross proceeds of $10,500,000. The Company

paid finders’ fees in respect of the offering totalling $47,261 and 101,360 common shares with
a fair value of $1.40 per share.
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10. Subsequent Events (continued)

Subsequent to the end of the year, the Company issued 969,587 common shares at a
weighted average price of $0.21 per share upon the exercise of warrants.

In December 2020, the Company granted stock options to purchase up to 2,550,000 shares

of the Company at a price of $1.75 per share until December 14, 2025 to four directors and
officers and nine consultants.
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La Joya Longlegged Lake Pakwash Lake Totals
Acquisition costs

Option payments, cash $ 300,000 $ 12,000 16,000 328,000
Option payments, shares 5,094,937 - - 5,094,937
5,394,937 12,000 16,000 5,422,937
Opening balance - 12,000 - 12,000
5,394,937 24,000 16,000 5,434,937

Deferred exploration expenditures
Prospecting and mapping - 39,103 16,728 55,831
Reporting and analysis 9,607 - - 9,607
9,607 39,103 16,728 65,438
Opening balance - 107,370 - 107,370
9,607 146,473 16,728 172,808
Balance, August 31, 2020 $ 5,404,544 $ 170,473 32,728 5,607,745

The accompanying Notes to the Financial Statements are an integral part of these financial statements
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Longlegged Lake

Acquisition costs

Option payments, cash $ 12,000
Deferred exploration expenditures

Line cutting and geophysics 93,857

Prospecting and mapping 9,076

Reporting and analysis 4,437

107,370

Balance, August 31, 2019 ) 119,370

The accompanying Notes to the Financial Statements are an integral part of these financial statements
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