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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of
Mosaic Minerals Corp.

Opinion

We have audited the accompanying financial statements of Mosaic Minerals Corp. (the “Company’), which comprise the
statements of financial position as at December 31, 2020 and 2019, and the statements of loss and comprehensive loss, changes
in shareholders’ equity, and cash flows for the years then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as at
December 31, 2020 and 2019, and its financial performance and its cash flows for the years then ended in accordance with
International Financial Reporting Standards (“IFRS”).

Basis for Opinion

We conducted our audits in accordance with Canadian generally accepted auditing standards. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the 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 of the financial statements, which indicates that as at December 31, 2020, the Company had
working capital of $53,742 and an accumulated deficit of $511,468. As stated in Note 1, these events and conditions indicate
that a material uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.

Other Information

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

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

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS, 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:

o 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.

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

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

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

o Evaluate the overall presentation, structure and content of the 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 Erez Bahar.

)ﬂ»« sthons o &7447/ LP

Vancouver, Canada Chartered Professional Accountants

April 22, 2021



MOSAIC MINERALS CORP.

STATEMENTS OF FINANCIAL POSITION
As at December 31, 2020 and December 31, 2019
(Expressed in Canadian Dollars)

December 31, December 31,
2020 2019

ASSETS
Current

Cash 69,262 $ 360,419

Sales taxes receivable 14,523 4,495

Prepaid expense 99,547 -
Total Current Assets 183,332 364,914
Non-current Assets

Exploration and evaluation assets (Note 6) 360,000 360,000
Total Assets 543,332 724,914
LIABILITIES
Current Liabilities

Trade and other payables (Note 8) 49,537 102,503

Due to related party (Note 8) 1,228 704

Flow through share premium liability (Note 11) 70,800 74,812

Flow through provision (Note 11) 6,955 -

Part XI1.6 tax payable (Note 11) 1,070 -
Total Liabilities 129,590 178,019
Shareholders’ Equity

Share capital (Note 5) 925,210 925,210

Deficit (511,468) (378,315)
Total Deficiency 413,742 546,895
Total Liabilities and Shareholders’ Equity 543,332 $ 724,914

Nature of operations and going concern — Note 1
Contingencies and commitments — Note 11
Subsequent events — Note 12

These financial statements were approved and authorized for issue by the Board of Directors on April 22, 2021.

They are signed on the Company's behalf by:

“John Cumming”’
John Cumming, Director

“Maurice Giroux”

Maurice Giroux, Director

The accompanying notes are an integral part of these financial statements.



MOSAIC MINERALS CORP.

STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
For the years ended December 31, 2020 and December 31, 2019
(Expressed in Canadian Dollars)

December 31,

December 31,

2020 2019
Expenses
Administration (Note 8) $ - 10,715
Consulting and management fees (Note 8) - 21,000
Filing fees 12,500 -
Exploration and evaluation expenditures (Note 6 & 8) 35,557 107,238
Investor relations 35,753 1,565
Office and general 15,435 23,268
Professional fees 29,895 32,877
$ (129,140) (196,663)
Other items
Recovery of flow through premium (Note 11) 4,012 37,567
Gain on settlement of accounts payable (Note 8) - 16,000
Part XI1.6 taxes (Note 11) (1,070) -
Indemnification expense (Note 11) (6,955) -
Loss and comprehensive loss for the year $ (133,153) (143,096)
Basic and diluted loss per share $ (0.01) (0.01)
Weighted average number of shares outstanding 23,708,500 18,696,694

The accompanying notes are an integral part of these financial statements



MOSAIC MINERALS CORP.

STATEMENTS OF SHAREHOLDERS’ EQUITY
For the years ended December 31, 2020 and December 31, 2019

(Expressed in Canadian Dollars)

SHARE CAPITAL

CONTRIBUTED TOTAL
SHARES AMOUNT SURPLUS DEFICIT EQUITY
Balance, December 31, 2018 18,198,250 $ 654,010 $ - $ (235,219) $ 418,791
Shares issued for cash (Non-flow through) 4,188,000 209,400 - 209,400
Shares issued for cash (Flow-through) 1,416,000 141,600 - 141,600
Flow through premium - (70,800) - (70,800)
Share subscriptions cancelled (93,750) (5,000) - (5,000)
Share issue costs - (4,000) - (4,000)
Net loss for the year - - (143,096) (143,096)
Balance, December 31, 2019 23,708,500 $ 925,210 $ $ (378,315) $ 546,895
Net loss for the year - - (133,153) (133,153)
Balance, December 31, 2020 23,708,500 $ 925,210 $ $ (511,468) $ 413,742

The accompanying notes are an integral part of these financial statements



MOSAIC MINERALS CORP.

STATEMENTS OF CASH FLOWS
For the years ended December 31, 2020 and December 31, 2019
(Expressed in Canadian Dollars)

December 31, December 31,
2020 2019

Operating Activities

Net loss for the year $ (133,153) $ (143,096)
Items not involving cash:

Flow-through premium recovery - (37,567)

Gain on settlement of accounts payable - (16,000)

Income tax expense - Part XI1.6 taxes 1,070 -

Write-off of flow through premium (4,012) -

Indemnification expense 6,955 -
Changes in operating assets and liabilities:

Prepaid expense (99,547) -

Sales taxes receivable (10,028) 6,357

Trade and other payables (52,966) 58,514

Payable to related party 524 204
Cash flows used in operating activities (291,157) (131,588)
Financing Activities

Shares issued for cash - 351,000

Share issuance costs - (4,000)

Share subscriptions cancelled - (5,000)
Cash flows from financing activities - 342,000
Net change in cash (291,157) 210,412
Cash, beginning of the year 360,419 150,007
Cash, end of the year $ 69,262 $ 360,419
Supplemental disclosure on cash flow information:

Flow through premium $ - 8 70,800
Cash paid for interest $ - % -
Cash paid for income taxes $ - $ -

The accompanying notes are an integral part of these financial statements.



MOSAIC MINERALS CORP.
Notes to the Financial Statements
For the year ended December 31, 2020
(Expressed in Canadian Dollars)

NATURE OF OPERATIONS AND GOING CONCERN

Mosaic Minerals Corp. (the "Company" or “Mosaic”) specializes in exploration of gold mining sites located in
Quebec, Canada. The Company has listed its common shares on the Canadian Securities Exchange (“CSE”). The
Company was incorporated under the British Columbia Business Corporations Act on June 21, 2018 with a registered
office and principal place of business at 4908 Pine Crescent, Vancouver, British Columbia, V6M 3P6.

These financial statements have been prepared on the basis of accounting principles applicable to a going concern,
which presume the realization of assets and discharge of liabilities in the normal course of business for the foreseeable
future. The recoverability of the amounts expensed for exploration and resource property evaluation assets are
dependent upon the existence of economically recoverable reserves, securing and maintaining title and beneficial
interest in the properties, the ability of the Company to obtain necessary financing to complete the evaluation and
development of commercially viable reserves, and upon future profitable production or proceeds from the disposition
of exploration and evaluation assets.

These financial statements have been prepared assuming the Company will continue on a going-concern basis. The
Company has incurred losses since its inception and the ability of the Company to continue as a going-concern depends
upon its ability to raise adequate financing and to develop profitable operations. As at December 31, 2020, the
Company had working capital of $53,742 and an accumulated deficit of $511,468. These items may cast a significant
doubt on the Company's ability to continue as a going concern. The financial statements do not include adjustments
to amounts and classifications of assets and liabilities that might be necessary should the Company be unable to
continue operations.

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

BASIS OF PRESENTATION

a) Statement of Compliance
These financial statements of the Company have been prepared in accordance with International Financial
Reporting Standards (“IFRS”), applicable to financial information as issued by the International Accounting
Standards Board (“IASB”) and Interpretations of the International Financial Reporting Interpretations Committee.

b) Basis of Measurement
These financial statements have been prepared on a historical cost basis except for financial instruments that have
been measured at fair value. In addition, these financial statements have been prepared using the accrual basis of
accounting, except for cash flow information.

¢) Functional and presentation currency

The financial statements are presented in Canadian dollars which is the functional currency of the Company.



MOSAIC MINERALS CORP.

Notes to the Financial Statements
For the year ended December 31, 2020
(Expressed in Canadian Dollars)

SIGNIFICANT ACCOUNTING POLICIES

a)

b)

Cash and Cash Equivalents

Cash comprises cash on hand and demand deposits. Cash equivalents are short-term, highly liquid investments
with maturities within three months held for the purpose of meeting short-term cash commitments rather than for
investing purposes. The Company did not have cash equivalents as at December 31, 2020 or 2019.

Exploration property acquisition costs

Costs related to the acquisition of exploration properties are capitalized and deferred until such time as the
property is either sold, or put into production. If, after management review, it is determined that capitalized
acquisition costs are not recoverable over the estimated economic life of the property, or the property is
abandoned, or management deems there to be an impairment in value, the property is written down to its net
realizable value.

Costs related to the exploration and evaluation of properties are recognized in profit or loss as incurred, up to the
time a decision is made to proceed with the development of the related exploration property due to the existence
of economically recoverable reserves. A mineral resource is considered to have economic potential when it is
expected that a documented resource can be legally and economically developed considering forecast metal
prices.

Incoming option payments, or proceeds from the sale of royalty interests received by the Company are first
applied to capitalised costs, with any excess recognized in profit or loss. Tax credits received are applied against
the costs that generated the tax credit. The amounts shown for exploration and evaluation assets do not necessarily
represent present or future values. Their recoverability is dependent upon the discovery of economically
recoverable reserves, the ability of the Company to obtain the necessary financing to complete the exploration
and evaluation, and future profitable production or proceeds from the disposition thereof.

Provisions and Contingent Liabilities

Provisions are recognized for liabilities of uncertain timing or amounts that have arisen as a result of past
transactions, including legal or constructive obligations. The provision is measured at the best estimate of the
expenditure required to settle the obligation at the reporting date.

Provision for environmental rehabilitation

The Company recognizes liabilities for statutory, contractual, constructive or legal obligations associated with the
retirement of exploration and evaluation assets and equipment, when those obligations result from the acquisition,
construction, development or normal operation of the assets. The net present value of future rehabilitation cost
estimates arising from the decommissioning of plant and other site preparation work is capitalized to the related
asset along with a corresponding increase in the rehabilitation provision in the period incurred. Discount rates
using a pre-tax rate that reflect the time value of money are used to calculate the net present value. The
rehabilitation asset is depreciated on the same basis as the related asset.

The Company’s estimates of reclamation costs could change as a result of changes in regulatory requirements,
discount rates and assumptions regarding the amount and timing of the future expenditures. These changes are
recorded directly to the related asset with a corresponding entry to the rehabilitation provision. The Company’s
estimates are reviewed annually for changes in regulatory requirements, discount rates, effects of inflation and
changes in estimates.

10



MOSAIC MINERALS CORP.

Notes to the Financial Statements
For the year ended December 31, 2020
(Expressed in Canadian Dollars)

SIGNIFICANT ACCOUNTING POLICIES (Cont’d...)

d)

f)

Changes in the net present value, excluding changes in the Company’s estimates of reclamation costs, are charged
to profit or loss for the year.

For the years presented the Company has no provisions for environmental rehabilitation.
Tax Credits Receivable

The Company is entitled to a refundable tax credit on qualified Quebec exploration expenditures incurred and
refundable credit on duties for losses under the Mining Tax Act. Such credits are recognized as a reduction of the
exploration expenses. The Company records these tax credits when there is reasonable assurance with regards to
collections and assessments and that the Company will comply with the conditions associated to them.

Flow-Through Shares
Flow-through shares

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

Upon expenditures being incurred, the Company derecognizes the liability and recognizes a future tax liability
for the tax reduction renounced to the shareholders. The pro-rata amount of the premium is recognized as finance
income and the related deferred tax is recognized as a deferred 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 X11.6 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.

Income Taxes

Income tax is recognized in profit or loss except to the extent that it relates to items recognized directly in equity,
in which case it is recognized in equity. Current tax expense is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted at period end, adjusted for amendments to tax payable
with regards to previous years.

Deferred tax is recorded by providing for temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. The following temporary
differences are not provided for: goodwill not deductible for tax purposes; the initial recognition of assets or
liabilities that affect neither accounting nor taxable loss, and; differences relating to investments in subsidiaries
to the extent that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is
based on the expected manner of realization or settlement of the carrying amount of assets and liabilities, using
tax rates enacted or substantively enacted at the statement of financial position date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilized.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets

against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
Company intends to settle its current tax assets and liabilities on a net basis.

11



MOSAIC MINERALS CORP.

Notes to the Financial Statements
For the year ended December 31, 2020
(Expressed in Canadian Dollars)

SIGNIFICANT ACCOUNTING POLICIES (Cont’d...)

9)

h)

Basic and Diluted Loss Per Share

The Company presents basic loss per share for its common shares, calculated by dividing the loss attributable to
common shareholders of the Company by the weighted average number of common shares outstanding during
the period. Diluted loss per share does not adjust the loss attributable to common shareholders or the weighted
average number of common shares outstanding when the effect is anti-dilutive.

Share Capital

Share capital represents the amount received on the issue of shares, less issuance costs, net of any underlying
income tax benefit recognized from these issuance costs.

When shares are issued on the exercise of options and warrants, the share capital account also comprises the costs
previously recorded as contributed surplus and warrants. When shares are issued as consideration for the
acquisition of a mineral property they are measured at their fair value according to the quoted price on the date of
issue.

Share issuance costs

Professional, consulting, regulatory and other costs directly attributable to financing transactions are recorded as
deferred share issuance costs until the financing transactions are completed, if the completion of the transaction
is considered likely; otherwise they are expensed as incurred. Share issuance costs are charged to capital stock
when the related shares are issued. Deferred share issuance costs related to financing transactions that are not
eventually completed are charged to profit or loss.

Share-based payments

The Company applies the fair value method of accounting for all stock option awards. Under this method,
compensation expense attributed to the award of options to employees is measured at the fair value of the award
on the date of grant, and is recognized over the vesting period of the award. Share-based payments to non-
employees are valued based on the fair value of the service received, if reliably determinable, otherwise based on
the fair value of the award granted. Valuation is calculated based on the date at which the Company receives the
service. If and when the stock options are ultimately exercised, the applicable amounts of other equity reserves
are transferred to capital stock.

The fair value of instruments granted is measured using the Black-Scholes Option Pricing Model, taking into
account the terms and conditions under which the instruments are granted. The fair value of the awards is adjusted
by an estimate of the number of awards that are expected to vest as a result of non-market conditions. At each
statement of financial position date, the Company revises its estimates of the number of options that are expected
to vest based on the non-market conditions including the impact of the revision to original estimates, if any, with
corresponding adjustments to equity.

Warrants issued with a common share, as part of a unit offering, are valued using the residual value method. A
value representing the premium to the market-price that is obtained (if any) during the issuance is attributed to
the warrant.

Foreign exchange

Foreign currency transactions are translated into the functional currency, using the exchange rates prevailing at
the dates of the transactions (spot exchange rate). Foreign exchange gains and losses resulting from the settlement
of such transactions and from the re-measurement of monetary items denominated in foreign currency at year-
end exchange rates are recognized in profit or loss. Non-monetary items are not re-translated at year-end and are
measured at historical cost (translated using the exchange rates at the date of the transaction). Non-monetary items
measured at fair value are translated using the exchange rates at the date when fair value was determined.

12



MOSAIC MINERALS CORP.

Notes to the Financial Statements
For the year ended December 31, 2020
(Expressed in Canadian Dollars)

SIGNIFICANT ACCOUNTING POLICIES (Cont’d...)

)

K)

Impairment of non-financial assets

The recoverability of amounts expended on exploration property acquisition costs is dependent upon the
determination of economically recoverable ore reserves, confirmation of the Company’s interest in the underlying
mineral claims, the Company’s ability to overcome the regulatory, financing and other hurdles in order to
complete their development and future profitable production or proceeds from the disposition thereof.

The Company performs impairment tests on property and equipment and exploration property interests when
events or circumstances occur which indicate the assets may not be recoverable. Impairment assessments are
carried out on a project-by-project basis with each project representing a single cash generating unit.

When impairment indicators are identified, an impairment loss is recognized if the asset’s carrying value exceeds
its recoverable amount. The recoverable amount is the higher of the asset’s value in use or the asset’s fair value
less costs to sell.

An impairment loss is reversed if there is an indication that there has been a favorable 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 amounts that would have been determined (net of depreciation) if
no impairment loss had been recognized.

Financial instruments
Classification

Financial assets are classified at initial recognition as either: measured at amortized cost, fair value through profit
or loss (“FVTPL”), or fair value through other comprehensive income ("FVTOCI"). The classification depends
on the Company’s business model for managing the financial assets and the contractual cash flow characteristics.
For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI.

Fair value through profit or loss (“FVTPL”) — Financial assets carried at FVTPL are initially recorded at fair value
and transaction costs are expensed in the income statement. Realized and unrealized gains and losses arising from
changes in the fair value of the financial asset held at FVTPL are included in the income statement in the period
in which they arise.

Fair value through other comprehensive income (“FVTOCI”) - Investments in equity instruments at FVTOCI are
initially recognized at fair value plus transaction costs. Subsequently, they are measured at fair value, with gains
and losses arising from changes in fair value recognized in other comprehensive income. There is no subsequent
reclassification of fair value gains and losses to profit or loss following any de-recognition of the investment.

Financial assets at amortized cost - A financial asset is measured at amortized cost if the objective of the business
model is to hold the financial asset for the collection of contractual cash flows, and the asset's contractual cash
flows are comprised solely of payments of principal and interest. They are classified as current assets or non-
current assets based on their maturity date and are initially recognized at fair value and subsequently carried at
amortized cost less any impairment.

Financial liabilities are measured at amortized cost, unless they are required to be measured at FVTPL or the
Company has opted to measure at FVTPL.

13



MOSAIC MINERALS CORP.

Notes to the Financial Statements
For the year ended December 31, 2020
(Expressed in Canadian Dollars)

SIGNIFICANT ACCOUNTING POLICIES (Cont’d...)

k) Financial instruments (continued)

Measurement

Financial assets and liabilities at FVTPL are initially recognized at fair value and transaction costs are expensed
in the consolidated statement of operations and comprehensive loss. Realized and unrealized gains and losses
arising from changes in the fair value of the financial assets or liabilities held at FVTPL are included in the
consolidated statement operations and comprehensive loss in the period in which they arise. Where the Company
has opted to designate a financial liability at FVTPL, any changes associated with the Company's credit risk will
be recognized in OCI.

Financial assets and liabilities at amortized cost are initially recognized at fair value, and subsequently carried at
amortized cost less any impairment.

Impairment

The Company assesses on a forward-looking basis the expected credit loss ("ECL") associated with financial
assets measured at amortized cost, contract assets and debt instruments carried at FVTOCI. The impairment
methodology applied depends on whether there has been a significant increase in credit risk. An impairment loss
in respect of a financial asset measured at amortized cost is calculated as the difference between its carrying
amount and the present value of the estimated future cash flows discounted at the asset’s original effective interest
rate. Losses are recognized in profit or loss and reflected in an allowance account against receivables. When a
subsequent event causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed
through profit or loss.

New Standards not yet adopted

The Company is not aware of any upcoming accounting pronouncements or standards which are expected to have
a material impact on its financial statements.

14



4.

MOSAIC MINERALS CORP.

Notes to the Financial Statements
For the year ended December 31, 2020
(Expressed in Canadian Dollars)

ESTIMATES AND JUDGEMENTS

The preparation of financial statements requires management to use judgement in making estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Management has made judgements in a number of areas in preparing these financial
statements. Those judgements that have the most significant effect on the amounts recognized in the financial
statements are the determination whether the entity remains a going concern, and the assessment of impairment
indicators for the Company’s exploration property acquisition costs. Areas of critical accounting estimates include
share-based payments and warrants and deferred tax assets.

Critical judgements

a) Going concern

These statements have been prepared on the assumption that the Company is able to continue as a going concern.
Additional information relating to the going concern assumption is disclosed in Note 1.

b) Impairment of exploration property acquisition costs

Management’s judgement is that there were no significant indicators of impairment of certain exploration property
acquisition costs. Ownership in exploration properties involves certain inherent risks due to the difficulties of
determining and obtaining clear title to claims as well as the potential for problems arising from the frequently
ambiguous conveyance history characteristics of many exploration properties. Also, the Company must
periodically apply to the relevant government entities for exploration-license renewals, extensions and
conversions and is subject to those entities’ decisions. The Company has investigated ownership of its exploration
properties and in management’s judgement, ownership of its remaining exploration property interest is in good
standing at December 31, 2020.

Key sources of estimation uncertainty

c) Share-based payments and warrants

Determining the fair value of options and warrants requires the exercise of judgement related to the choice of a
pricing model, the estimation of stock price volatility, the expected forfeiture rate and the expected term of the
underlying instruments. Option and warrant pricing models require the input of highly subjective assumptions
including the expected price volatility and expected life. Changes in the subjective input assumptions can
materially affect the fair value estimate, and therefore the existing models do not necessarily provide a reliable
single measure of the fair value of the Company’s options or warrants at the date of grant. Any changes in the
estimates or inputs utilized to determine fair value could result in a significant impact on the Company’s future
operating results or on other components of equity.

d) Deferred tax assets

The estimation of income taxes includes evaluating the recoverability of deferred tax assets based on an
assessment of the Company’s ability to utilize the underlying future tax deductions against future taxable income
prior to expiry of those deductions. Management assesses whether it is probable that some or all of the deferred
income tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the
generation of future taxable income. To the extent that management’s assessment of the Company’s ability to
utilize future tax deductions changes, the Company would be required to recognize more or fewer deferred tax
assets, and future income tax provisions or recoveries could be affected. Actual results may differ from the
estimates made. Judgements and estimates, and their underlying assumptions, are reviewed on an ongoing basis.
Revisions to accounting estimates or judgements are recognized in the period in which the estimates are revised
and in any future periods affected.

15



5.

V.

MOSAIC MINERALS CORP.

Notes to the Financial Statements
For the year ended December 31, 2020
(Expressed in Canadian Dollars)

SHARE CAPITAL
Authorized

Unlimited number of shares without par value. All shares are equally eligible to receive dividends and the
repayment of capital, and represent one vote each at the shareholders” meetings of the Company.

Issued during the year ended December 31, 2020

There were no share issuances made by the Company during the year ended December 31, 2020.

Issued during the year ended December 31, 2019

On November 28, 2019 the Company issued 5,604,000 units consisting of 4,188,000 common shares for gross
proceeds of $209,400 or $0.05 per share and 1,416,000 common shares with CEE income tax flow through
benefits for gross proceeds of $141,600 or $0.10 per share. Each unit consists of one common share and one share
purchase warrant exercisable at $0.10 per share and expiring 24 months after November 28, 2019. The 2,802,000
warrants were allocated a value of $nil using the residual value allocation method.

In connection with the above private placement the Company paid $4,000 in share issuance costs.

The Company cancelled the issuance of 93,750 shares and refunded $5,000 to the original subscriber.

Warrants

The number of outstanding warrants which could be exercised for an equivalent number of ordinary shares is as

follows:
Weighted
average
Number of remaining life
warrants (in years) Expiry date Exercise price
June 28, 2019 11,200 0.50 June 28, 2020 $ 0.05
June 28, 2019 476,000 0.50 June 28, 2020 $ 0.10
November 28, 2019 2,802,000 0.80 November 28, 2021 $ 0.10
Outstanding, December 31, 2019 3,289,200
Expired (11,200)
Expired (476,000)
Outstanding, December 31, 2020 2,802,000 0.91 November 28, 2021 $ 0.10
Stock Options

The Company had granted no options to acquire common shares at December 31, 2020 or 2019 and had no stock
option activity during the years then ended.
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MOSAIC MINERALS CORP.

Notes to the Financial Statements
For the year ended December 31, 2020
(Expressed in Canadian Dollars)

EXPLORATION AND EVALUATION EXPENDITURES

December 31,

December 31,

2020 2019
EXPLORATION EXPENDITURES
Opawica claims
Geophysics, trenching and sampling $ - $ 64,055
Geologist and professional fees 35,557 33,730
General exploration and campsite expenses - 9,453
TOTAL EXPLORATION EXPENSES $ 35,557 $ 107,238

Pursuant to a June 28, 2018 sale agreement, amended July 27, 2018, the Company acquired the Opawica mineral
property located in Quebec for $360,000 through the issuance of 7,200,000 shares of Mosaic Minerals Corp. at $0.05

per share. Mosaic has two directors in common with the property vendor.

INCOME TAXES

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

December 31, 2020

December 31, 2019

Statutory rate 27% 27%
Loss for the year $ (133,153) $  (143,096)
Expected income tax recovery $  (36,000) $  (39,000)
Permanent differences 1,000

Impact of flow through shares - 29,000
Adjustment to prior years provision versus statutory

tax returns and expiry of non-capital losses (1,000)

Share issue costs - (1,000)
Change in unrecognized deferred tax assets 36,000 11,000

Total income tax recovery $

$ -

The significant components of the Company’s unrecorded deferred tax assets are as follows:

December 31,2020 December 31, 2019

Deferred Tax Assets

Share issue costs $ 1,000 $ 2,000
Indemnification Liability 2,000 -
Non-capital losses available for future periods 70,000 35,000
73,000 37,000

Unrecognized deferred tax assets (73,000) (37,000)
Net deferred tax assets $ - $ -
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MOSAIC MINERALS CORP.
Notes to the Financial Statements

For the year ended December 31, 2020
(Expressed in Canadian Dollars)
INCOME TAXES (Cont’d...)

The significant components of the Company’s unrecognized temporary differences and tax losses are as follows:

Expiry Date Expiry Date
December 31, 2020 Range December 31, 2019 Range
Share issuance costs $ 5,000 2041 to 2043 $ 6,000 2040 to 2041
Indemnification liability 3 7,000 No expiry date $ - No expiry date
Non-capital losses
available for future periods $ 260,000 2038 to 2040 $ 131,000 2020 to 2039

RELATED PARTY TRANSACTIONS

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the Company and include offers and non-executive directors. During the years ended
December 31, 2020 and 2019, key management remuneration consisted of the following:

During the year ended December 31, 2020 the Company paid $nil (2019 - $25,000) to a director of the Company for
management fees, of which $4,000 was related to share issuance costs and capitalized to share capital, paid a director
$nil (2019 - $10,000) for administrative services and paid a director of the Company $nil (2019 - $107,238) in project
management fees (included in exploration and evaluation expenditures).

During the year ended December 31, 2019 a director of the company agreed to write off $16,000 in payables owing
to them resulting in a gain for the Company on the settlement of debt.

As at December 31, 2020 amounts due to key management personnel or their companies was $43,730 (2019 -
$43,232).

As at December 31, 2020, the Company owed a director of the Company $1,228 (2019 - $704) for expenses paid on
behalf of the Company.
CAPITAL MANAGEMENT
The Company's capital management objectives are:
- to ensure the Company's ability to continue as a going concern;
- toincrease the value of the assets of the business; and
- to provide an adequate return to owners of the parent.
These objectives will be achieved by identifying the right exploration projects, adding value to these projects and
ultimately taking them through to production or sale and cash flow, either with partners or by the Company's own

means. The Company monitors capital on the basis of the carrying amount of equity.

The Company is not exposed to any externally imposed capital requirements except when the Company issues flow-
through shares for which proceeds are committed for exploration work.

The Company finances its exploration and evaluation activities principally by raising additional capital either through
private placements or public offerings.

When financing conditions are not optimal the Company may enter into option agreements or other solutions to
continue its activities or may slow its activities until conditions improve.

No changes were made in the objectives, policies and processes for managing capital during the years being presented.
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10.

MOSAIC MINERALS CORP.
Notes to the Financial Statements

For the year ended December 31, 2020
(Expressed in Canadian Dollars)
FINANCIAL INSTRUMENT RISK DISCLOSURES

The Company is exposed to various risks in relation to financial instruments. The Company's financial assets and
liabilities are summarized below. The main risks the Company is exposed to are credit risk and liquidity risk.

The Company focuses on actively securing short to medium-term cash flows by minimizing the exposure to financial
markets. The Company does not actively engage in the trading of financial instruments for speculative purposes.

The most significant financial risks to which the Company is exposed to are described below.
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. As at December 31, 2020 the Company's maximum exposure to credit risk is limited to the
carrying amount of financial assets at the reporting date, as summarized below:

December 31, December 31,
2020 2019
Cash $ 69,262  $ 360,419

The credit risk for cash is considered negligible, since the counterparties are government agencies or reputable banks
with high quality external credit ratings.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial
liabilities that are settled by delivering cash or another financial asset.

Liquidity risk management serves to maintain a sufficient amount of cash and to ensure that the Company has financing
sources such as private and public investments for a sufficient amount. Over the past period, the Company has financed
its exploration and evaluation programs, its working capital requirements and acquisitions of mining properties
through private and flow-through financings.

The Company's trade and other payables all contractually mature within three months, except for amounts due to
related parties which are payable on demand.

Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes

in market prices and consists of interest, currency and price risk. The Company is not subject to any significant market
risk.
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MOSAIC MINERALS CORP.
Notes to the Financial Statements

For the year ended December 31, 2020
(Expressed in Canadian Dollars)
FINANCIAL INSTRUMENT RISK DISCLOSURES (Cont’d...)

Liquidity risk (Cont’d...)

The carrying amounts and fair value of financial instruments presented in the statement of financial position are as

follows:
December 31, 2020

Carrying amount Fair value
FINANCIAL ASSETS
Cash $ 69,262 $ 69,262
Sales tax receivable 14,523 14,523
FINANCIAL LIABILITIES
Trade and other payables 49,537 49,537
Related party loan 1,228 1,228

December 31, 2019

Carrying amount Fair value
FINANCIAL ASSETS
Cash $ 360,419 $ 360,419
Sales tax receivable 4,495 4,495
FINANCIAL LIABILITIES
Trade and other payables 102,503 102,503
Related party loan 704 704

CONTINGENCIES AND COMMITMENTS

During the year ended December 31, 2018, the Company issued flow-through shares and estimated the value of the
flow-through premium associated with those shares to be $89,350. As at December 31, 2020, the Company had $nil

(2019 - $10,700) of flow through obligations remaining.

During the year ended December 31, 2019, the Company issued flow-through shares and estimated the value of the
flow-through share premium associated with those shares to be $70,800. As at December 31, 2020, the Company had
$141,600 (2019 — $141,600) of flow through obligations remaining. In July 2020, the Canadian Government provided
relief with respect to COVID-19 by providing companies with an additional 12 months in which they can spend

eligible flow through expenditures and provided interest relief on unspent funds.

The following is a continuity schedule of the deferred premium liability on flow-through share issuances:

December 31, 2019

Balance, December 31, 2018 $ 41,579
Liability incurred on flow through shares issued 70,800
Settlement of flow-through share premium (37,567)

Balance, December 31, 2019 74,812
Settlement of flow-through share premium (4,012)

Balance, December 31, 2020 $ 70,800
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MOSAIC MINERALS CORP.

Notes to the Financial Statements
For the year ended December 31, 2020
(Expressed in Canadian Dollars)

CONTINGENCIES AND COMMITMENTS (Cont’d...)

As at December 31, 2020, the Company had a spending shortfall of $10,700 on previously issued flow-through shares.
The resulting obligation to flow-through subscribers is recognized as an indemnification liability of $6,955. The
Company incurred Part XI1.6 tax as a result of the shortfall totalling $1,070 which was calculated at a rate of 10% of
the shortfall.

SUBSEQUENT EVENTS

a) OnFebruary 23, 2021 the Company completed a private placement financing issuing 3,575,000 units at $0.08
per unit for gross cash proceeds of $286,000. Each unit is comprised of one common share and one share
purchase warrant exercisable at $0.15 per share until February 23, 2023. The Company also granted 321,000
finders’ warrants on the same terms.

b) Subsequent to December 31, 2020, the Company acquired the Canalask property, consisting of 16 mining
claims located 150 km NNW of Shefferville near Lac Dunphy, Quebec, for staking costs of $1,864.

c) Subsequent to December 31, 2020, the Company acquired the Chrisafy Property, consisting of 27 mineral
claims located in the Chibougamau area, Crisafy Township, northern Quebec, for the payment of $15,000
plus the issuance of 300,000 common shares as follows:

i) At closing $5,000 and 300,000 common shares (issued subsequent to December 31, 2020)
i) At three months from closing $5,000
iii) At twelve months from closing $5,000

The property is subject to a 1.5% net smelter royalty which may be purchased at any time for $500,000.
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