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Independent Auditor's Report LLP

To the Shareholders of Quimbaya Gold Inc.:

Opinion

We have audited the consolidated financial statements of Quimbaya Gold Inc. (the "Company"), which comprise the
consolidated statements of financial position as at December 31, 2021 and December 31, 2020, and the consolidated
statements of loss and comprehensive loss, changes in shareholders' equity and cash flows for the years then ended,
and notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Company as at December 31, 2021 and December 31, 2020, and its
consolidated financial performance and its consolidated cash flows for the years then ended in accordance with
International Financial Reporting Standards.

Basis for Opinion

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

Material Uncertainty Related to Going Concern

We draw attention to Note 1in the consolidated financial statements, which indicates that the Company has negative
cashflows from operations and a net loss during the year ended December 31, 2021 and, as of that date, the
Company has an accumulated deficit. As stated in Note 1, these events or conditions, along with other matters as set
forth in Note 1, indicate that a material uncertainty exists that may cast significant doubt on the Company’s ability to
continue as a going concern. Our opinion is not modified in respect of this matter.

Other Information

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

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

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



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

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

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

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

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

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

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

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

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

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

e Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audits and significant audit findings, including any significant deficiencies in internal control that we
identify during our audits.

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 Brad Frampton.

Calgary, Alberta

April 27, 2022 Chartered Professional Accountants
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QUIMBAYA GOLD INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(Expressed in Canadian Dollars)

AS AT DECEMBER 31,

2021 2020
ASSETS
Current
Cash 1,125,811 $ 26,367
Accounts receivable 10,282 595
Prepaid expenses 8,060 1,000
Total current assets 1,144,153 27,962
Loan receivable (Note 9) 22,967 -
Mineral property (Note 4) 185,579 185,579
Total assets 1,352,699 $ 213,541
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current
Accounts payable 68,407 $ 7,847
Loans payable (Note 6) - 25,007
Total liabilities 68,407 32,854
Shareholders’ equity
Share capital (Note 7) 1,921,621 208,379
Reserves (Note 8) 196,230 -
Accumulated other loss (3,052) (38)
Deficit (830,507) (27,654)
Total shareholders’ equity 1,284,292 180,687
Total liabilities and shareholders’ equity 1,352,699 $ 213,541
Nature and continuance of operations (Note 1)
Subsequent event (Note 13)
Approved and authorized by the Board of Directors on April 27, 2022.
“Alexandre P. Boivin” Director “Alexandre De Beaulieu” Director

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



QUIMBAYA GOLD INC.
CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
(Expressed in Canadian Dollars)

For the year  For the period from

ended incorporation on
December 31, May 27, 2020 to
2021  December 31, 2020
EXPENSES
Consulting fees (Note 9) $ 98,742 $ 12,512
Exploration expenditures (Note 4) 223,289 7,860
Foreign exchange 4,201 524
Interest 447 2,382
Marketing 49,749 30
Office and administration 16,362 390
Professional fees 197,619 3,343
Share-based payments (Note 8) 196,230 -
Travel 17,181 613
(803,820) (27,654)
Interest income (Note 9) 967 -
Bad debt expense (Note 5) - (194,000)
Sale of exploration information (Note 5) - 194,000
Net loss (802,853) (27,654)
Other comprehensive loss
Foreign exchange on translation (3,014) (38)
Comprehensive loss for the period $ (805,867) $ (27,692)
Basic and diluted loss per common share $ (0.06) $ (0.01)
Weighted average number of common shares outstanding — basic and diluted 13,392,604 4,152,463

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



QUIMBAYA GOLD INC.
CONSOLIDATED STATEMENT OF CASH FLOWS
(Expressed in Canadian Dollars)

For the year

For the period from

ended incorporation on May
December 31, 27, 2020 to December
2021 31, 2020
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss for the period $ (802,853) $ (27,654)
Bad debt expense (Note 5) - 194,000
Interest expense 447 2,382
Interest income (Note 9) (967) -
Sale of exploration information (Note 5) - (194,000)
Shares issued for services (Note 7) 10,006 -
Share-based payments (Note 8) 196,230 -
Changes in non-cash working capital items:
Accounts receivable (9,687) (595)
Accounts payable 60,560 7,851
Prepaid expenses (7,060) (1,000)
Net cash used in operating activities (553,324) (19,016)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of mineral property (Note 4) - (185,579)
Net cash used in investing activities - (185,579)
CASH FLOWS FROM FINANCING ACTIVITIES
Share issued for cash (Note 7) 1,617,782 35,002
Funds provided for loan receivable (Note 9) (22,000) -
Loan funds received (Note 6) 60,000 195,998
Net cash provided by financing activities 1,655,782 231,000
Effect of foreign exchange on cash (3,014) (38)
Change in cash for the period 1,099,444 26,367
Cash, beginning of period 26,367 -
Cash, end of period $ 1,125811 $ 26,367
Supplemental cash flow information:
Shares issued for settlement of debts $ 85,454 $ -
Shares issued for share issuance costs 137,600 -

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



QUIMBAYA GOLD INC.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(Expressed in Canadian Dollars)

Accumulated

Common Shares Other
Comprehensive
Number Amounts Reserves Loss Deficit Total
Balance, May 27, 2020 - % - $ - 3 - $ - $ -
Shares issued for cash (Note 7) 350,400 35,002 - - - 35,002
Shares issued for debt (Note 7) 9,198,715 173,377 - - - 173,377
Comprehensive loss for the period - - - (38) (27,654) (27,692)
Balance, December 31, 2020 9,549,115 208,379 - (38) (27,654) 180,687
Shares issued for cash (Note 7) 4,761,520 1,617,782 - - - 1,617,782
Shares issuance costs (Note 7) - (137,600) - - - (137,600)
Shares issued for debt (Note 7) 427,254 85,454 - - - 85,454
Share issued for services (Note 7) 421,730 147,606 - - - 147,606
Share-based payments (Note 8) 196,230 196,230
Comprehensive loss for the period - - - (3,014) (802,853) (805,867)
Balance, December 31, 2021 15,159,619 $ 1921621 $ 196,230 $ (3,052) $ (830,507) $ 1,284,292

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



QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

1 NATURE AND CONTINUANCE OF OPERATIONS

Quimbaya Gold Inc. (the “Company”) was incorporated in Canada under the Canada Business Corporations Act on
May 27, 2020. The Company is principally engaged in the acquisition and exploration and development of mineral
properties in Colombia. The Company maintains its registered office at 3400 - 350 7" Avenue SW, Calgary, Alberta,
T2P 3NO9.

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) on a going concern basis, which contemplates that the Company will be able to realize its assets
and discharge its liabilities in the normal course of business. The Company has a working capital balance of $1,075,746
and accumulated deficit of $781,366 as at December 31, 2021. The Company reported a net loss of $753,712 and
negative cashflows from operations of $553,324 for the year ended December 31, 2021. The Company’s ability to
continue as a going concern is dependent upon its ability to raise funds primarily through the issuance of shares or
achieve profitable operations. The outcome of these matters cannot be predicted at this time. If the Company is unable
to obtain additional financing, management may be required to curtail certain expenses. An inability to raise additional
financing may impact the future assessment of the Company as a going concern. These material uncertainties may cast
significant doubt about the ability of the Company to continue as a going concern. The accompanying consolidated
financial statement do not include any adjustments that may result if the Company is unable to continue as a going
concern, and such adjustments could be material.

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.

2. BASIS OF PREPARATION
Statement of compliance

These consolidated financial statements, have been prepared using accounting policies consistent with IFRS as issued
by the International Accounting Standards Board (“IASB”) and interpretations issued by the International Financial
Reporting Interpretations Committee (“IFRIC”) in effect at January 1, 2021.

Basis of consolidation and presentation

The consolidated financial statements have been prepared on a historical cost basis, except for certain financial
instruments measured at fair value. In addition, these consolidated financial statements have been prepared using the
accrual basis of accounting, except for cash flow information.

These consolidated financial statements include the accounts of the Company and its 100% wholly-owned, Golden
Pacifico Exploration S.A.S. (a Colombian corporation) (“Golden Pacifico”).

Subsidiaries are entities over which the Company has exposure to variable returns from its involvement and has the
ability to use power over the investee to affect its returns. The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when assessing whether the Company controls another entity.
Subsidiaries are fully consolidated from the date on which control is transferred to the Company until the date on which
control ceases.

The accounts of the subsidiary are prepared for the same reporting period as the parent company, using consistent
accounting policies. Inter-company transactions, balances and unrealized gains or losses on transactions are eliminated
upon consolidation.



QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

2. BASIS OF PREPARATION (cont’d...)
Basis of consolidation and presentation (cont’d...)

The accounts of the subsidiary are prepared for the same reporting period as the parent company, using consistent
accounting policies. Inter-company transactions, balances and unrealized gains or losses on transactions are eliminated
upon consolidation.

Use of judgments and estimates

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

Revisions to accounting estimates are recognized in the period in which the estimates are revised and in any future
periods affected. Management uses historical experience and various other factors it believes to be reasonable under
the given circumstances, as the basis for its estimates and assumptions. Revisions to accounting estimates are
recognized prospectively from the period in which the estimates are revised. Actual outcomes may differ from those
estimates under different assumptions and conditions.

Deferred taxes

The calculations for current and deferred taxes require management’s interpretation of tax regulations and legislation
in the various tax jurisdictions in which the Company operates, which are subject to change. The measurement of
deferred tax assets and liabilities requires estimates of the timing of the reversal of temporary differences identified
and management’s assessment of the Company’s ability to utilize the underlying future tax deductions against future
taxable income before they expire, which involves estimating future taxable income.

The Company is subject to assessments by various taxation authorities in the tax jurisdictions in which it operates and
theses taxation authorities may interpret the tax legislation and regulations differently. In addition, the calculation of
income taxes involves many complex factors. As such, income taxes are subject to measurement uncertainty and actual
amounts of taxes may vary from the estimates made by management.

Share-based payments

The Company has applied estimates with respect to the valuation of shares issued for non-cash consideration. Shares
are valued at the fair value of the equity instruments granted at the date the Company receives the goods or services for
share-based payments made to those other than employees or others providing similar services.

The Company measures the cost of equity-settled transactions by reference to the fair value of the equity instruments
at the date at which they are granted for share-based payments made to employees or others providing similar services.
Estimating fair value for 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 fair value of the underlying common shares, 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 for share-based payment transactions are discussed in Note 8.



QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

2. BASIS OF PREPARATION (cont’d...)
Use of judgments and estimates (cont’d...)

The key areas of judgment applied in the preparation of the consolidated financial statements that could result in a
material adjustment to the carrying amounts of assets and liabilities are as follows:

e Provisions

Management’s determination of no material restoration, rehabilitation and environmental exposure is based
on the facts and circumstances that existed during the year.

e Functional currency

The functional currency of the Company and its subsidiary is the currency of their respective primary
economic environment. Judgement is necessary in evaluating each entity’s functional currency.

e Going concern

The assessment of the Company’s ability to continue as a going concern and to raise sufficient funds to pay
its ongoing operation expenditures and to meet its liabilities for the ensuing year, involves significant
judgment based on historical experience and other factors, including expectation of future events that are
believed to be reasonable under the circumstances (Note 1).

e  Mineral Properties

The application of the Company’s accounting policy for exploration and evaluation expenditures requires
judgment in determining whether it is likely that future economic benefits are likely to arise from future
exploitation or sale or where activities have not reached a stage which permits a reasonable assessment of the
existence of reserves. The deferral policy requires management to make certain estimates and assumptions
about future events or circumstances, in particular whether an economically viable extraction operation can
be established. Estimates and assumptions made may change if new information becomes available. If, after
the expenditure is capitalized, information becomes available suggesting that the recovery of expenditure is
unlikely, the amount capitalized is written off in profit or loss in the period when the new information becomes
available.

Exploration and evaluation assets are reviewed for changes in facts and circumstances suggesting the carrying
amount exceeds the recoverable amount at each consolidated statement of financial position date. This
determination requires significant judgment. Factors which could trigger an impairment review include, but
are not limited to, significant negative industry or economic trends and interruptions in exploration activities.
The Company’s review considers the following:

=  The period for which the Company has the right to explore in the specific area has expired during the
period or will expire in the near future, and is not expected to be renewed,;

= Substantive expenditure on further exploration for and evaluation of mineral resources in the specific
area is neither budgeted nor planned;

= Exploration for and evaluation of mineral resources in the specific area have not led to the discovery
of commercially viable quantities of mineral resources, and the entity has decided to discontinue such
activities in the specific area; and,

= Sufficient data exist to indicate that, although a development in the specific area is likely to proceed,
the carrying amount of the exploration and evaluation asset is unlikely to be recovered in full from
successful development or by sale.



QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

2.

BASIS OF PREPARATION (cont’d...)
Use of judgments and estimates (cont’d...)
o Deferred tax

The value of deferred tax assets is evaluated based on the probability of realization; the Company has
assessed that it is improbable that such assets will be realized and has accordingly not recognized a value
for deferred taxes.

e Exploration and evaluation assets

Title to mineral properties involves certain inherent risks due to the difficulties of determining the validity
of certain mineral titles as well as the potential for problems arising from the frequently ambiguous
conveyancing history characteristic of many mineral properties.

SIGNIFICANT ACCOUNTING POLICIES
Cash

Cash, defined as having original maturities of less than 90 days, is comprised of cash on deposit and highly liquid
investments at a Canadian and a Colombian financial institution.

Currency translation

IFRS requires that the functional currency of each entity in the consolidated group be determined separately in
accordance with the indicators as per International Accounting Standards (“1AS”) 21 The Effects of Changes in Foreign
Exchange Rates and should be measured using the currency of the primary economic environment in which the entity
operates (the “functional currency”). The functional currency of the Company is the Canadian dollar; the functional
currency of Golden Pacifico is the Colombian peso (COP). The consolidated financial statements are presented in
Canadian dollars, which is the Company’s presentation currency.

Under IFRS, the results and financial position of all the Company’s entities (none of which has the currency of a hyper-
inflationary economy) that have a functional currency different from the presentation currency are translated into the
presentation currency as follows:

e assets and liabilities are translated at the closing rate at the date of the consolidated statement of financial
position;

e income and expenses are translated at average exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income
and expenses are translated at the rate on the date of the transaction); and

e all resulting exchange differences are recognized as a separate component of equity.



QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d...)
Exploration and evaluation

All costs related to the acquisition of mineral properties, including option payments, are capitalized on an individual
prospect basis. Amounts received for the sale of mineral properties and for option payments are treated as reductions
of the cost of the property, with payments in excess of capitalized costs recognized in profit or loss. The recoverability
of the amounts capitalized for the undeveloped mineral properties is dependent upon the determination of economically
recoverable ore reserves, confirmation of the Company’s interest in the underlying mineral claims, the ability to obtain
the necessary financing to complete their development, and future profitable production or proceeds from the
disposition thereof. Subsequent recovery of the resulting carrying value depends on successful development or sale of
the mineral property. If a mineral property does not prove viable, all unrecoverable costs associated with the project
net of any impairment provisions are written off.

Exploration and evaluation expenditures are recognized in profit or loss. Costs incurred before the Company has
obtained legal rights to explore on areas of interest are recognized in profit or loss. Expenditures incurred by the
Company in connection with the exploration and evaluation of mineral resources after the technical feasibility and
commercial viability of extracting a mineral resource are demonstrable are capitalized.

Title to mineral properties involves inherent risks due to the difficulties of determining the validity of certain claims as
well as the potential for problems arising from the frequently unreliable conveyance history characteristics of many
mineral properties. The Company has investigated title to all of its mineral properties and proposed acquisition of
mineral property interests and to the best of its knowledge the properties are in good standing.

From time to time, the Company may acquire or dispose of properties pursuant to the terms of option agreements. Due
to the fact that options are exercisable entirely at the discretion of the optionee, the amounts payable or receivable are
not recorded. Option payments are recorded as mineral property costs or recoveries when the payments are made or
received.

Impairment

Management reviews all assets for indicators of impairment. If any such indication exists, the recoverable amount of
the asset is estimated to determine the extent of the impairment, if any. The recoverable amount is the higher of fair
value less costs to sell and value in use. Fair value is determined as the amount that would be obtained from the sale of
the asset in an arm’s length transaction. In assessing value in use, the estimated future cash flows are discounted to
their present value. If the recoverable amount of the asset is less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount and the impairment loss is recognized in the profit or loss for that period.

Financial instruments

Financial assets

The Company classifies its financial assets in the following categories: fair value through profit or loss, amortized cost
or fair value through other comprehensive income. The classification depends on the purpose for which the financial
assets were acquired. Management determines the classification of financial assets at initial recognition.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are initially recognized at fair value with changes in fair value
recorded in profit or loss. Transaction costs are expensed in the consolidated statements of loss.



QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

3.

SIGNIFICANT ACCOUNTING POLICIES (cont’d...)
Financial instruments (cont’d...)

Financial assets (cont’d...)

Amortized cost

Financial assets are classified at amortized cost if both of the following criteria are met and the financial assets are not
classified or designated as fair value through profit and loss: 1) the Company’s objective for these financial assets is to
collect their contractual cash flows and 2) the asset’s contractual cash flows represent ‘solely payments of principal and
interest’. The Company’s cash, accounts receivable and loan receivable are recorded at amortized cost as they meet the
required criteria.

Fair value through other comprehensive income ("OCI")

For financial assets that are not held for trading, the Company can make an irrevocable election at initial recognition to
classify the instruments at fair value through other comprehensive income ("FVOCI"), with all subsequent changes in
fair value being recognized in other comprehensive income. This election is available for each separate investment.
Under this new FVOCI category, fair value changes are recognized in OCI while dividends are recognized in profit or
loss. On disposal of the investment the cumulative change in fair value is not recycled to profit or loss, rather transferred
to deficit. The Company does not have any financial assets designated as FVOCI.

Financial liabilities

Financial liabilities are non-derivatives and are recognized initially at fair value, net of transaction costs, and are
subsequently stated at amortized cost. Any difference between the amounts originally received, net of transaction costs,
and the redemption value is recognized in profit or loss over the period to maturity using the effective interest method.

Financial liabilities are classified as current or non-current based on their maturity date. Financial liabilities include
accounts payable and loans payable.

Fair value hierarchy

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

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

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

Level 3 — Inputs for the asset or liability that are not based on observable market data.

Provisions

Provisions are recorded when a present legal of constructive obligation exists as a result of past events where it is
probable than an outflow of resources embodying economic benefits will be required to settle the obligation, and a
reliable estimate of the amount of the obligation can be made.

Provisions for site closure and reclamation are recognized in the period in which the obligation is incurred or acquired,
and are measured based on expected future cash flows to settle the obligation, discounted to their present value. The
discount rate is a pre-tax rate that reflects current market assessments of the time value of money and risks specific to
the liability.
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QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

3.

SIGNIFICANT ACCOUNTING POLICIES (cont’d...)
Loss per share

Basic loss per share is calculated by dividing the loss available to common shareholders by the weighted average number
of shares outstanding in the period. Diluted loss per share is calculated by using the treasury stock method. Under the
treasury stock method, the weighted average number of shares outstanding for the calculation of diluted loss per share
assumes that the proceeds to be received on the exercise of dilutive share options and warrants are used to repurchase
common shares at the average market price during the period. In the Company’s case, diluted loss per share is the same
as basic loss per share, as the effects of including all outstanding options and warrants would be anti-dilutive.

Share-based payment transactions

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

Taxes

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

Deferred tax is recorded using the liability method, providing for temporary differences, between the carrying amounts
of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. 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 date of the statement of financial position.

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. To the extent that the Company does not consider it probable that a deferred
tax asset will be recovered, it does not recognize the asset.

New standards not yet adopted

IAS 1 - Presentation of Financial Statements: The amendments to IAS 1 provide a more general approach to the

classification of liabilities based on the contractual agreement in place at the reporting date. These amendments are
effective for reporting periods beginning on or after January 1, 2023.
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QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

4,

EXPLORATION AND EVALUATION ASSETS

Berrio Project, Colombia

On November 10, 2020, the Company entered into an asset purchase agreement (“APA”) with Pacifico Holdings S.A.S.
(“Pacifico Holdings”) and shares purchase agreement (“SPA”) with West Rock Resources Panama Corp. (“West
Rock”). Pursuant to the agreements, on December 10, 2020, the Company acquired all of the issued and outstanding
common shares of GPE SAS which holds the Concession Mining Contact No. 6822 in the Antioquia region of Colombia
(the “Berrio Project”). The Company paid total cash consideration of $185,579 to Pacifico Holdings and West Rock
for GPE SAS and certain related historic drill core with respect to the Berrio Project. Both agreements are with unrelated

parties.

The SPA is accounted for as an acquisition of net assets, rather than a business combination, as the net assets of GPE

SAS do not constitute a business under IFRS.

The acquisition was allocated as follows:

Cash consideration

Mineral property interest acquired

$ 185579
$ 185,579

Exploration Expenditures

The Company expended the following exploration and evaluation expenditures:

For the year ended
December 31, 2021

For the period from
incorporation on
May 27, 2020 to

December 31, 2020

Community relations $ 5,251 455
Field expenditures 840 -
Geological 200,345 7,214
Professional fees 13,398 191
Travel 2,955 -
Total expenditures for the period $ 223,289 7,860
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QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

5. AGREEMENT WITH COMBIA GOLD INC.

Concurrently with the SPA and APA (Note 4), the Company acquired certain historic data on a project owned by
Combia Gold Inc. (“Combia”), a privately held Canadian company. The Company recognized a receivable of $194,000
with respect to the sale. No value has been attributed to the historic data previously; accordingly, a recovery of $194,000
has been recorded to the statement of loss and comprehensive loss.

Pursuant to the sale agreement, Combia may settle the amount in cash or shares at its option. As at December 31, 2020,
the Company has recognized an allowance against the receivable as Combia’s operations have been adversely impacted
by COVID-19 in Colombia and has limited financial resources. A bad debt expense of $194,000 has been recorded to
the consolidated statement of loss and comprehensive loss.

Subsequent to the sale agreement with Combia, the Company and Combia became related parties due to the
appointment of a director of Combia to the board of directors of the Company (Note 9).

6. LOANS PAYABLE

Total

Balance, May 27, 2020 $ -
Funds received 195,998
Interest accrued 2,386
Funds repaid through share issuance (Note 7) (170,998)
Funds repaid through share issuance (Note 7) (2,379)
Balance, December 31, 2020 $ 25,007
Funds received 60,000
Interest accrued 447
Funds repaid through share issuance (Note 7) (85,454)
Balance, December 31, 2021 $ -

The loans received have a maturity of one year from the date of issue and accrue interest at a rate of 5% per annum. As
at December 31, 2021, loans payable of $nil (December 31, 2020 - $25,007) are due to the President of the Company.

7. SHARE CAPITAL
a) Authorized share capital
Unlimited number of common shares without par value.
b) Issued share capital
Year ended December 31, 2021

a) Issued 150,000 common shares at a price of $0.20 per common share for gross proceeds of $30,000 on
February 8, 2021.

b) Issued 125,000 common shares at a price of $0.20 per common share for gross proceeds of $25,000 on
February 9, 2021.
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QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

7.

SHARE CAPITAL (cont’d...)

c)

d)

€)

f)

9)

h)

)

k)

Issued 251,952 common shares at a price of $0.20 per common share for debt settlement of $50,394 on
February 24, 2021.

Issued 175,302 common shares at a price of $0.20 per common share for debt settlement of $35,060 on March
5, 2021.

Issued 50,000 common shares at a price of $0.20 per common share for gross proceeds of $10,000 on March
5, 2021.

Issued 4,344,949common shares at a price of $0.35 per common share for gross proceeds of $1,520,730 on
April 30, 2021.

Issued 264,000 common shares at a price of $0.35 per common share for share issuance costs of $92,400 on
May 17, 2021.

Issued 129,142 common shares at a price of $0.35 per common share for share issuance costs of $45,200 on
June 30, 2021 and 26,188 common shares for services at a value of $9,166.

Issued 34,286 common shares at a price of $0.35 per common share for gross proceeds of $12,000 on July 23,
2021.

Issued 57,285 common shares through a crowdfunding portal at a price of $0.35 for gross proceeds of $20,052
on August 11, 2021.

Issued 2,400 common shares at a value of $0.35 per common share for settlement of services through shares
of $840 on September 1, 2021.

Period ended from May 27, 2020 to December 31, 2020

a)
b)

c)

d)

€)

Issued 400 common shares at a price of $0.005 per common share for gross proceeds of $2 on May 27, 2020.

Issued 2,700,000 common shares at a price of $0.005 per common share for debt settlement of $13,500 on
June 27, 2020.

Issued 1,459,115 common shares at a price of $0.02 per common share for debt settlement of $29,198 on
October 30, 2020.

Issued 4,686,600 common shares at a price of $0.02 per common share for debt settlement of $95,379 on
October 31, 2020.

Issued 703,000 common shares at a price of $0.10 per common share for gross proceeds of $70,300 on
November 27, 2020 of the gross proceeds noted, $35,300 was for debt settlement.
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QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

8. RESERVES
Securities Based Compensation Arrangements

The Company has a stock option plan (“Option Plan™) and a restricted share unit plan (“RSU Plan”) in place that allows
for aggregate issuances which do not exceed 10% of the issued and outstanding common shares at each date of grant.

Stock Options

Stock option transactions are summarized as follows:

Weighted Average
Number of Options Exercise Price

Balance, May 27, 2020 and December 31, 2020 - $ -
Granted 1,300,000 0.35
Balance outstanding, December 31, 2021 1,300,000 $ 0.35
Balance exercisable, December 31, 2021 325,000 $ 0.35

Stock options outstanding as at December 31, 2021:
Number Number Exercise
outstanding exercisable price Expiry date
Options 1,300,000 325,000 $ 0.35 September 30, 2023

As at December 31, 2021, the outstanding stock options had a weighted average remaining life of 0.75 (2020 — N/A)
years.

Restricted Share Units

RSU transactions are summarized as follows:

Weighted Average
Fair Value Per Share
Number of RSUs at Grant Date

Balance, May 27, 2020 and December 31, 2020 - $ -
Granted 214,285 0.35
Balance outstanding, December 31, 2021 214,285 $ 0.35
Balance vested, December 31, 2021 53,568 $ 0.35

The RSUs have time-based vesting conditions whereby one quarter (1/4) of the RSUs will vest every three months from
the date of grant.
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QUIMBAYA GOLD INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED DECEMBER 31, 2021 AND FOR THE

PERIOD FROM INCORPORATION ON MAY 29, 2020 TO DECEMBER 31, 2020

8.

RESERVES (cont’d...)
Share-based payments

During the year ended December 31, 2021, the Company granted 1,300,000 stock options with a weighted average fair
value of $0.23 per option. The Company recognized share-based payments expense of $157,168 for options granted
and vested during the year. There were no stock options granted in the period from incorporation on May 27, 2020 to
December 31, 2020.

Share-based payments expense with respect to stock options is estimated using the following assumptions: The expected
volatility assumption was determined through the comparison of historical share price volatilities used by similar
publicly listed companies. The risk-free interest rate assumption is based on yield curves on Canadian government zero-
coupon bonds with a remaining term equal to the stock options’ expected life. The Company uses historical data to
estimate option exercise, forfeiture and employee termination within the valuation model. The Company has not paid
and does not anticipate paying dividends on its common shares.

The following weighted average assumptions were used for the Black-Scholes option-pricing model valuation of stock
options vesting during the year:

For the period from
incorporation on

For the year ended May 27, 2020 to

December 31, 2021 December 31, 2020
Share price 0.35 -
Risk-free interest rate 0.51% -
Expected life of options 2 years -
Expected annualized volatility 135.0% -

Dividend rate - -
Forfeiture rate - -

As the performance conditions of the RSU granted were not market-related, the fair value per RSU used to calculate
compensation expense for the RSU granted is determined to be $0.35, equal to the market price on the date of grant as
determined by recent subscription prices for the Company’s common shares paid by third parties. The Company
recognized share-based payments expense with respect to RSUs granted and vesting of $39,062 in the year ended
December 31, 2021. There was no expense for the period from incorporation on May 27, 2020 to December 31, 2020.

RELATED PARTY TRANSACTIONS

Key management personnel includes the President, Chief Financial Officer and Directors of the Company. The
remuneration of the key management personnel is as follows:

For the period from
incorporation on

For year ended May 27, 2020 to

Payments to key management personnel December 31, 2021 December 31, 2020
Consulting fees $ 86,742 $ 10,508
Accounting fees 16,250 -
Share-based payments 134,624 -

As at December 31, 2021, $13,750 (December 31, 2020 - $4,860) was included in accounts payable and accrued
liabilities owing to Officers and Directors of the Company in relation to fees for consulting services.
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9. RELATED PARTY TRANSACTIONS (cont’d...)
In the year ended December 31, 2021, the Company extended a loan of $22,000 to Combia. The loan bears interest at
a rate of 15% per annum. The loan is unsecured and repayable on or before September 15, 2023, along with accrued
interest. If the Company does not receive repayment in cash, the Company will automatically receive a number of
common shares of Combia equal to a 33% discount on the price per share of the lost issuance of more than $25,000.
As at December 31, 2021, interest accrued on this loan was $967 (December 31, 2020 — nil).
10. INCOME TAXES
Income tax expense differs from the amount that would be computed by applying the Canadian statutory income tax
rate of 26.50% to income before income taxes. The reasons for the differences are as follows:
For the period from
incorporation on
For the year ended May 27, 2020 to
December 31, 2021  December 31, 2020
Income before income tax $ (802,853) $ (26,654)
Statutory income tax rate 26.50% 26.50%
Expected income tax recovery $ (212,756) $ (7,467)
Share-based payments 52,001 -
Impact of share issue costs (36,464) -
Changes in benefits not recognized 197,219 7,467
Income tax expense (recovery) $ - $ -
The Company recognizes tax benefits on losses or other deductible amounts where the probable criteria for the
recognition of deferred tax assets has been met. The Company’s unrecognized deductible temporary differences consists
of unused tax losses for which no deferred tax asset is recognized.
December 31, December 31,
2021 2020
Non-Capital Losses $ 663,000 $ 25,000
Share Issue Costs 110,000 -
Resource Assets 830,738 830,738
Unrecognized deductible temporary differences $ 1,603,738 $ 855,738
As at December 31, 2021, the Company has Canadian non-capital losses of $663,000 (December 31, 2020 - $25,000)
that may be applied to reduce future taxable income. If these losses are not used to offset future income, they will expire
through the year ended December 31, 2041. The resource assets relate to Colombian activities.
11. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial instruments

Cash, accounts receivables, loan receivable, accounts payable and loans payable are carried at amortized cost. The
Company considers that the carrying amount of these financial assets and liabilities, excluding loan receivable,
measured at amortized cost to approximate their fair value due to the short-term nature of the financial instruments.
The Company considers that the carrying value of the loan receivable approximates its fair value as the market rate of
interest approximate market rate of interest and the relatively low principal balance.
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11.

12.

13.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (cont’d...)

Financial risk factors

Credit risk

The Company’s primary exposure to credit risk is the risk of illiquidity of cash, amounting to $1,125,811 at December
31, 2021 (December 31, 2020 — $26,367). As the Company’s policy is to limit cash holdings to instruments issued by
major Canadian banks, the credit risk is considered by management to be negligible. As at December 31, 2021, the

Company had an immaterial amount of cash balances in Colombia.

The Company is exposed to credit risk with respect to the loan receivable. The Company believes the loan is recoverable
and will monitor changes to the credit quality of the debtor.

Liquidity risk
Liquidity risk is the risk that the Company will not be able to pay financial instrument liabilities as they come due. As
at December 31, 2021, the Company had working capital of $1,075,746 (December 31, 2020 — deficiency of $4,892).

The Company’s financial obligations are limited to accounts payable, which has contractual maturities of less than a
year.

Interest rate risk

The Company’s financial asset exposed to interest rate risk consists of cash. Management believes the interest rate risk
is low given the current low global interest rate environment. At December 31, 2021, the Company maintained all of
its cash balance on deposit with a major Canadian bank.

Foreign currency risk

The Company operates in Colombia and is therefore exposed to foreign exchange risk arising from transactions
denominated in the Colombian peso (“COP$”). The Company’s financial assets and liabilities are held in COP$ and
are therefore subject to fluctuation against the Canadian dollar, its reporting currency. The Company has no program
in place for hedging foreign currency risk.

CAPITAL MANAGEMENT

The Company’s capital management objective is to maintain financial capacity that is strong to sustain the future
development of the business.

The Company’s capital structure includes shareholders’ equity of $1,284,292 (December 31, 2020 — $180,687). The
Company manages its capital structure to maximize its financial flexibility to adjust to changes in economic conditions.
The Company is not subject to externally imposed capital requirements.

There were no changes to the Company’s approach to capital management during the period ended December 31, 2021.

SUBSEQUENT EVENT

Subsequent to December 31, 2021, the Company filed a final non-offering prospectus in order to qualify for listing on
the Canadian Securities Exchange.
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