Consolidated Financial Statements
For the Years Ended December 31, 2020 and 2019
(Expressed in Canadian dollars)

Tel: 403-266-5609
Fax: 403-233-7833
www.bdo.ca

BDO Canada LLP
903 – 8th Avenue SW, Suite 620
Calgary, AB T2P 0P7

Independent Auditor’s Report
To the Shareholders of Stratabound Minerals Corp.
Opinion
We have audited the consolidated financial statements of Stratabound Minerals Corp. and its subsidiaries
(the Group), which comprise the consolidated statement of financial position as at December 31, 2020
and 2019, and the consolidated statements of comprehensive loss, changes in 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 Group as at December 31, 2020 and 2019, and its
consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with International Financial Reporting Standards (IFRSs).
Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group
in accordance with the ethical requirements that are relevant to our audit of the consolidated financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
Material Uncertainty Related to Going Concern
We draw attention to Note 2(b) in the consolidated financial statements, which indicates that the Group
has a history of losses and an accumulated deficit of $17,481,328. These conditions, along with other
matters as set forth in Note 2(b), indicate that a material uncertainty exists that may cast significant
doubt on the Group’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 the information,
other than the consolidated financial statements and our auditor’s report thereon, included in the
Management Discussion and Analysis.
Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.
In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.
We obtained the Management 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 in this auditor’s report. We
have nothing to report in this regard.
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International BDO network of independent member firms.

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 IFRSs, 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 Group’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 Group or
to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Group’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:


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.



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 Group’s internal control.



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



Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’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 Group to cease
to continue as a going concern.



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.



Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
The engagement partner on the audit resulting in this independent auditor’s report is John Leavitt.

Chartered Professional Accountants
Calgary, Alberta
April 29, 2021

Stratabound Minerals Corp.
Consolidated Statements of Financial Position
As at December 31, 2020 and 2019
December 31,
2020
Assets
Current assets
Cash
Marketable securities (Note 6)
Prepaid expenses
Term deposits (Note 7)
GST receivable
Total current assets

$

Non-current assets
Property, plant and equipment
Mineral exploration and evaluation assets
(Note 8)
Total assets
Liabilities and shareholders’ equity
Current liabilities
Accounts payable and accrued liabilities
(Note 10)
Flow-through share – other liability (Note
11)
Total current liabilities
Non-current liabilities
Rehabilitation provision
Total liabilities

2,973,570
108,000
133,829
2,800,863
102,857
6,119,119

26,076
36,000
53,551
72,568
188,195
971

$

5,562,714
11,682,512

$

3,086,102
3,275,268

$

234,097

$

230,101

165,200
399,297

$

Total liabilities and shareholders’ equity

$

679

13,702
412,999

$

Shareholders’ equity
Share capital (Note 11)
Contributed surplus (Note 11)
Deficit
Total shareholders’ equity

December 31,
2019

12,111
242,212
13,497
255,709

$
$

$

26,433,048
2,317,793
(17,481,328)
11,269,513

$

17,665,020
1,315,593
(15,961,054)
3,019,559

$

11,682,512

$

3,275,268

Subsequent events (Note 14)
Approved on behalf of the Board of Directors
"R. Kim Tyler"
Director _______________

"Hashim Ahmed"
Director _______________

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

Stratabound Minerals Corp.
Consolidated Statements of Operations and Comprehensive Loss
For the Years Ended December 31, 2020 and 2019
2020
Expenses
General and administrative (Note 10)
Share-based compensation (Note 11)
Interest and accretion expense
Gain on settlement of accounts payable
Amortization
Total expenses

$

997,096
610,269
205
(3,477)
292
1,604,385

2019
$

263,165
221,755
1,970
(12,569)
416
474,737

Loss from operations

1,604,385

474,737

Unrealized gain (loss) on marketable
securities (Note 6)
Flow-through share income (Note 11)
Loss and comprehensive loss for the year

$

72,000
12,111
1,520,274

$

(56,000)
277,272
253,465

Basic and diluted loss per share

$

0.03

$

0.01

Weighted average number of shares:
Basic and diluted (Note 11)

55,102,813

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

36,750,460

Stratabound Minerals Corp.
Consolidated Statements of Changes in Shareholders’ Equity
For the Years Ended December 31, 2020 and 2019

Number of
issued and
outstanding
shares
Balance at January 1, 2019
Shares issued in private placements (Note 11)
Share-based compensation expenses (Note 11)
Shares issued in respect of E&E properties (Note
11)
Share issue costs
Comprehensive loss for the year
Balance at December 31, 2019
Balance at January 1, 2020
Shares issued in private placements (Note 11)
Share-based compensation (Note 11)
Shares issued to officers (Note 11)
Shares issued in respect of E&E properties (Note 8,
11)
Warrants exercised (Note 11)
Options exercised (Note 11)
Share issue costs
Change in equity with respect to repricing of
warrants
Adjustment to relieve contributed surplus for
warrants and options exercised in the year
Comprehensive loss for the year
Balance at December 31, 2020

Share capital
$

Contributed
surplus
$

Deficit
$

Shareholders’
equity
$

35,037,087
6,988,611
-

17,153,280
409,203
-

1,059,261
29,886
221,755

(15,707,589)
-

2,504,952
439,089
221,755

2,007,119
44,032,817

120,427
(17,890)
17,665,020

4,691
1,315,593

(253,465)
(15,961,054)

120,427
(13,199)
(253,465)
3,019,559

44,032,817
38,560,343
600,000

17,665,020
8,287,502
42,000

1,315,593
321,254
568,269
-

(15,961,054)
-

3,019,559
8,608,756
568,269
42,000

990,000
3,611,055
1,300,000
-

167,200
479,372
130,000
(489,606)

264,237

-

167,200
479,372
130,000
(225,369)

-

(8,410)

8,410

-

-

89,094,215

159,970
26,433,048

(159,970)
2,317,793

(1,520,274)
(17,481,328)

(1,520,274)
11,269,513

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

Stratabound Minerals Corp.
Consolidated Statements of Cash Flow
For the years ended December 31, 2020 and 2019
2020
Operating activities
Loss for the year
Items not affecting cash:
Share-based payments (Note 11)
Marketable securities – market value
adjustment (Note 6)
Flow-through share income (Note 11)
Gain on settlement of accounts
payable
Accrued interest income
Amortization
Interest and accretion
Change in non-cash working capital
(Note 5)
Net cash used in operations

$

Investing activities
Acquisition of option on Golden Culvert
(Note 8)
Acquisition of option on McIntyre Brook
(Note 8)
Expenditures on mineral exploration and
evaluation assets (Note 8)
Purchase of term deposits (Note 7)
Net cash used in investing activities

(253,465)

610,269

221,755

(72,000)
(12,111)

56,000
(277,272)

(3,477)
(863)
292
205

(12,569)
416
1,970

(100,939)
(1,098,898)

(50,973)
(314,138)

(305,000)

(60,000)

(15,000)

Financing activities
Proceeds from share issuances (Note 11)
Proceeds from option exercises (Note
11)
Proceeds from warrant exercises (Note
11)
Share issue costs
Net cash from financing activities
Change in cash
Cash – beginning of the year
Cash – end of the year

(1,520,274) $

2019

$

(2,008,151)
(2,800,000)
(5,128,151)

(415,444)
(475,444)

8,773,956

451,200

130,000

-

479,372
(208,785)
9,174,543

(13,199)
438,001

2,947,494
26,076
2,973,570 $

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

(351,581)
377,657
26,076

Stratabound Minerals Corp.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2020 and 2019
1.

Corporate information

Stratabound Minerals Corp. (“Stratabound”) is in the business of acquiring and exploring mineral
properties in North America. Stratabound was incorporated under the Business Corporations Act
(Alberta) on March 5, 1986, and is listed on the TSX Venture Exchange, having the symbol TSX.V:
SB, as a Tier 2 mining issuer and is in the process of exploring its optioned Golden Culvert
property in the Yukon Territory, and also holds mineral properties in the province of New
Brunswick.
Stratabound has a wholly-owned US subsidiary, Silver Stream Mining Corp, (collectively with
Stratabound, “the Company”).
The address of the Company’s principal office is 100 King Street West, Suite 5700, Toronto,
Ontario, Canada, M5X 1C7.
On March 11, 2020, the World Health Organization declared COVID-19 a global pandemic. This
contagious disease outbreak and any related adverse public health developments, has adversely
affected workforces, economies, and financial markets globally, leading to an economic
downturn. The impact on the Company has not been significant, but management continues to
monitor the situation.
The consolidated financial statements were authorized for issue by the Board of Directors on
April 28, 2021.
2.

Basis of preparation
a) Statement of compliance

These consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards
Board (“IASB”) and interpretation made by the International Financial Reporting Standards
Interpretation Committee (“IFRIC”).
b) Basis of measurement and going concern
The business of exploring for mineral resources involves a high degree of risk and there can be
no assurance that the Company’s exploration programs will result in profitable operations. The
Company’s ability to repay its loans, to meet its obligations arising from exploration and
development activity and to provide working capital for normal operations is dependent upon
the existence of economically recoverable reserves; the ability of the Company to continue to
secure financial support from the public market; the ability to complete future equity
financing; as well as the ability to generate future profitable production or proceeds from the
disposition of its properties. The Company has a history of losses, with an accumulated deficit
of $17,481,328 as at December 31, 2020. The Company is dependent on its ability to raise
additional funds through equity financing in order to meet the Company’s current liabilities and
continue exploring its mineral resources. As there is no assurance the Company will be
successful in these efforts, these conditions result in material uncertainties that may cast
significant doubt upon the Company’s ability to continue as a going concern.

Stratabound Minerals Corp.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2020 and 2019
2.

Basis of preparation – continued
c) Basis of consolidation

The consolidated financial statements are presented in Canadian dollars (“CDN”), which is also
the functional currency of the parent. The functional currency is United States dollars (“USD”)
for the subsidiary.
These consolidated financial statements include the accounts of Stratabound and Silver Stream.
Control exists when the Company has the power, directly or indirectly, to govern the financial
and operating policies of an entity so as to obtain benefits from its activities. The financial
statements of subsidiaries, including entities which the Company controls, are included in the
consolidated financial statements from the date that control commences until the date that
control ceases. The financial statements of the subsidiary are prepared for the same reporting
period as the Company, using consistent accounting policies. All intercompany transactions and
balances have been eliminated.
3.

Summary of significant accounting policies
a) Cash

Cash includes cash on hand and deposits held with financial institutions.
b) Foreign currency
Both the presentation currency and functional currency of the Company is the Canadian dollar.
The functional currency of its wholly owned US subsidiary is the US dollar. The US subsidiary is
translated to Canadian dollars, based on the period end exchange rate for assets and liabilities
and the translation date for its income and expenditures. Any differences arising on translation
from the functional to the presentation currency are recorded to other comprehensive income.
Transactions in currencies other than the functional currency are recorded at the rates of
exchange prevailing on the transaction dates. At each financial statement reporting date,
monetary assets and liabilities that are denominated in foreign currencies are translated at the
rates prevailing on the date of the statement of financial position. Non-monetary items that
are measured in terms of historical cost in a foreign currency are not retranslated. Nonmonetary items that are carried at fair value and were measured in a foreign currency are
translated at the rate prevailing at the date when the fair value was determined. Foreign
exchange gains and losses on the foregoing transactions are recorded in profit or loss.
c) Mineral exploration and evaluation expenditures
i)

Pre-exploration costs

Pre-exploration costs are expensed in the year in which they are incurred. Pre-exploration costs
are those incurred prior to obtaining the legal right to explore.

Stratabound Minerals Corp.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2020 and 2019
3.

Summary of significant accounting policies - continued
ii)

Exploration and evaluation expenditures

Once the legal right to explore a property has been acquired, costs directly related to
exploration and evaluation (“E&E”) expenditures are recognized and capitalized, in addition to
the acquisition costs. These direct expenditures include such costs as materials used, surveying
costs, drilling costs, payments made to contractors and depreciation on plant and equipment
during the exploration phase. Costs not directly attributable to E&E activities, including general
and administrative overhead costs, are expensed in the year in which they occur.
The Company may occasionally enter into farm-out arrangements, whereby the Company will
transfer part of a mineral interest, as consideration, for an agreement by the transferee to
meet certain E&E expenditures which would have otherwise been undertaken by the Company.
The Company does not record any expenditures made by the transferee on its behalf. Any
consideration received from the agreement is credited against the costs previously capitalized
to the mineral interest given up by the Company, with any excess cash accounted for as a gain
on disposal.
iii)

Developed and producing properties

Once technical feasibility and commercial viability of extracting the mineral resource has been
determined, the property is considered to be a mine under development and is classified as
property, plant and equipment. Once commercial production has commenced, these costs are
amortized using the units-of-production method based on proven and probable reserves.
Production facilities and equipment are stated at cost and are depreciated using the units-ofproduction method at rates sufficient to depreciate the assets over their estimated useful lives,
not to exceed the life of the mine to which the assets relate.
d) Property, plant and equipment
i)

Recognition and measurement

On initial recognition, property, plant and equipment are measured at cost, being the purchase
price and directly attributable costs of acquisition or construction required to bring the asset
to the location and condition necessary to be capable of operating in the manner intended by
the Company, including appropriate borrowing costs and the estimated present value of any
future unavoidable costs of dismantling and removing the items. The corresponding liability is
recognized within provisions.
Property, plant and equipment is subsequently measured at cost less accumulated depreciation,
less any accumulated impairment losses, with the exception of land, which is not depreciated.
When parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items (major components) of property, plant and equipment.

Stratabound Minerals Corp.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2020 and 2019
3.

Summary of significant accounting policies - continued
ii)

Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognized in the
carrying amount of the item if it is probable that the future economic benefits embodied within
the part will flow to the Company and its cost can be measured reliably. The carrying amount
of the replaced part is derecognized. The costs of the day-to-day servicing of property, plant
and equipment are recognized in profit or loss as incurred.
iii)

Gains and losses

Gains and losses on disposal of an item of property, plant and equipment are determined by
comparing the proceeds from disposal with the carrying amount, and are recognized net within
other income and expenses in profit or loss
iv)

Depreciation

Depreciation is recognized in profit or loss and is provided on a declining basis over the
estimated useful life of the assets as follows:
Office equipment
Computer equipment

Declining balance at 20%
Declining balance at 30%

e) Impairment of non-financial assets
Non-financial assets, including E&E assets and property, plant and equipment are subject to
impairment tests whenever events or changes in circumstances indicate that their carrying
amount may not be recoverable. Where the carrying value of an asset exceeds its recoverable
amount, which is the higher of value in use and fair value less costs to sell, the asset is written
down accordingly.
Where it is not possible to estimate the recoverable amount of an individual asset, the
impairment test is carried out on the asset's cash-generating unit (“CGU”). An asset’s CGU is
the lowest Company of assets in which the asset belongs for which there are separately
identifiable cash inflows that are largely independent of the cash inflows from other assets.
The Company has determined its CGUs on an area-by-area basis.
An impairment loss is charged to profit or loss; except to the extent it reverses gains previously
recognized in accumulated other comprehensive income.
Management has adopted a policy whereby if it is determined that a property no longer has
economic viability (i.e., leases or licenses have expired or will expire in the near future without
renewal, future expenditures are not planned for the area or the carrying amount of the asset
is unlikely to be recovered in full from development or sale), the Company will immediately
derecognize 100% of the costs of the claims.

Stratabound Minerals Corp.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2020 and 2019
3.

Summary of significant accounting policies - continued
f) Rehabilitation provisions

The Company recognizes a provision for statutory, contractual, constructive or legal obligations
associated with decommissioning of mining operations and reclamation and rehabilitation costs
arising when environmental disturbance is caused by the exploration or development of mineral
evaluation and exploration assets. 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
used is a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the liability including risks specific to the countries in which the related
operation is located. When an obligation is initially recognized, the corresponding cost is
capitalized to the carrying amount of the related asset in exploration or development of mineral
evaluation and exploration assets. These costs are depreciated using either the unit of
production or straight-line method depending on the asset to which the obligation relates.
The obligation is increased for the accretion and the corresponding amount is recognized as a
finance expense. The obligation is also adjusted for changes in the estimated timing, amount
of expected future cash flows, and changes in the discount rate. Such changes in estimates are
added to or deducted from the related asset except where deductions are greater than the
carrying value of the related asset in which case, the amount of the excess is recognized in the
consolidated statement of operations.
Due to uncertainties concerning environmental remediation, the ultimate cost to the Company
of future site restoration could differ from the amounts provided. The estimate of the total
provision for future site closure and reclamation costs is subject to change based on
amendments to laws and regulations, changes in technology, price increases and changes in
interest rates, and as new information concerning the Company’s closure and reclamation
obligations becomes available.
g) Financial instruments
The Company’s financial instruments include cash, term deposits, marketable securities, and
accounts payable and accrued liabilities.
i)

Financial assets

For the year ended December 31, 2020, financial assets were initially recorded at fair value
and are designated into one of the following three categories: amortized cost, fair value
through profit or loss, or fair value through other comprehensive loss.
These assets arise principally from the provision of goods and services to customers, but also
incorporate other types of financial assets where the objective is to hold these assets in order
to collect contractual cash flows that are solely the payments of principal and interest. These
assets are initially recognized at fair value plus transaction costs that are directly attributable
to their acquisition or issues, and are subsequently carried at amortized cost using the effective
interest rate method, less provision for impairment.

Stratabound Minerals Corp.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2020 and 2019
3.

Summary of significant accounting policies - continued

The Company measures a loss allowance at an amount equal to the lifetime expected credit
loss that results from possible default events over the expected life of accounts receivable and
unbilled service revenue.
The Company’s financial assets measured at amortized cost are cash and term deposits. The
marketable securities are measured at fair value through profit or loss.
The Company is not yet in the development stage and has no customers.
ii)

Other financial liabilities

Financial liabilities are classified as other financial liabilities and comprise accounts payable
and accrued liabilities and loans payable. These liabilities are initially recognized at fair value
net of any transaction costs directly attributable to the issuance of the instrument and
subsequently carried at amortized cost using the effective interest rate method. This ensures
that any interest expense over the period of repayment is at a constant rate on the balance of
the liability carried in the statement of financial position. Interest expense in this context
includes initial transaction costs and premiums payable on redemption, as well as any interest
payable while the liability is outstanding.
Accounts payable and accrued liabilities represent obligations for goods and services provided
to the Company prior to the end of the period which are unpaid. All amounts are unsecured.
h) Impairment of financial assets
At each reporting date the Company assesses whether there is any objective evidence that a
financial asset or a Company of financial assets is impaired. A financial asset or Company of
financial assets is deemed to be impaired, if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition of
the asset and that event has an impact on the estimated future cash flows of the financial asset
or the Company of financial assets.
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 original effective interest rate.
Significant financial assets are tested for impairment on an individual basis. The remaining
financial assets are assessed collectively in groups that share similar credit risk characteristics.
All impairment losses are recognized in profit or loss. An impairment loss is reversed if the
reversal can be related objectively to an event occurring after the impairment loss was
recognized. Impairments of equity backed financial assets cannot be reversed. For financial
assets measured at amortized cost, the reversal is recognized in profit or loss.

Stratabound Minerals Corp.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2020 and 2019
3.

Summary of significant accounting policies - continued
i) Provisions

Provisions are liabilities of uncertain timing or amount, measured at the present obligation of
the Company arising from past events, the settlement of which is expected to result in an
outflow from the entity of resources embodying economic benefits.
j) Share capital
Financial instruments issued by the Company are classified as equity only to the extent that
they do not meet the definition of a financial liability or financial asset. The Company’s
common shares, stock options and common share purchase warrants are classified as equity
instruments. Incremental costs directly attributable to the issue of new shares or options are
shown in equity as a deduction, net of tax, from the proceeds. On unit offerings of common
shares and warrants the market price of the common share is recorded to share capital and the
residual value to the warrants.
k) Flow-through shares
From time to time the Company will issue flow-through common shares to finance a portion of
its exploration program. These shares transfer the tax deductibility of qualifying resource
expenditures to investors. On issuance, the Company splits the flow-through shares 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. When expenses
are renounced with the appropriate tax filings made in a prescribed manner to the Government
of Canada, the Company derecognizes the liability and recognizes a deferred tax liability for
the amount of tax reduction renounced to the shareholders. The premium is recognized as other
income and the related deferred tax is recognized as a tax provision.
Proceeds received from the issuance of flow-through shares are restricted to be used only for
Canadian resource property exploration expenditures. The Company may also be subject to a
Part XII.6 tax on flow-through proceeds renounced under the Look-back Rule, in accordance
with Government of Canada flow-through regulations. When applicable, this tax is accrued as
a financial expense until paid.
l) Share-based payments
Where equity-settled share options are awarded to employees, the fair value of the options at
the date of grant is charged to profit or loss over the vesting period. Performance vesting
conditions are taken into account by adjusting the number of equity instruments expected to
vest at each reporting date so that, ultimately, the cumulative amount recognized over the
vesting period is based on the number of options that eventually vest. Non-vesting conditions
and market vesting conditions are factored into the fair value of the options granted. As long
as all other vesting conditions are satisfied, a charge is made irrespective of whether these
vesting conditions are satisfied. The cumulative expense is not adjusted for failure to achieve
a market vesting condition or where a non-vesting condition is not satisfied.

Stratabound Minerals Corp.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2020 and 2019
3.

Summary of significant accounting policies - continued

Where the terms and conditions of options are modified before they vest, the incremental fair
value of the options, measured as the difference between the fair value immediately before
and after the modification, is charged to the statement of operation and comprehensive loss
over the remaining vesting period.
Where equity instruments are granted to employees, they are recorded at the fair value of the
equity instrument granted at the grant date. The grant date fair value is recognized in profit
or loss over the vesting period, described as the period during which all the vesting conditions
are to be satisfied.
Where equity instruments are granted to non-employees, they are recorded at the fair value of
the goods or services received in the statement of operation and comprehensive loss, unless
they are an expense directly related to the issuance of shares. Options or warrants granted
related to the issuance of shares are recorded as a reduction of share capital. When the value
of goods or services received in exchange for the share-based payment cannot be reliably
estimated, the fair value is measured by reference to the fair value of the equity instruments
issued.
All equity-settled share-based payments are reflected in contributed surplus, until exercised.
Upon exercise, shares are issued from treasury and the amount previously recognized in
contributed surplus is credited to share capital, adjusted for any consideration paid.
Where a grant of options is cancelled or settled during the vesting period, excluding forfeitures
when vesting conditions are not satisfied, the Company accounts for the cancellation as an
acceleration of vesting and recognizes immediately the amount that otherwise would have been
recognized for services received over the remainder of the vesting period. Any payment made
to the employee on the cancellation is accounted for as the repurchase of an equity interest
except to the extent the payment exceeds the fair value of the equity instrument granted,
measured at the repurchase date. Any such excess is recognized as an expense.
m) Loss per share
The calculation of basic loss per share is based on loss for the year divided by the weighted
average number of common shares outstanding for the year. Diluted loss per share is equal to
basic loss per share as the effect of potentially dilutive options and warrants would be antidilutive as the Company is in a loss position.
n) Government incentives
Government incentives received for mineral property expenditures are accrued when there is
reasonable assurance of realization and are applied against the related asset.
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Summary of significant accounting policies - continued
o) Revenue recognition

Interest income is recognised in the period in which it is earned.
p) Income taxes
Income tax expense comprises current and deferred tax. Income tax expense is recognised in
the consolidated statement of operations and comprehensive loss except to the extent that it
relates to items recognised directly in equity, in which case it is recognised in equity.
Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.
Deferred tax is recognised using the statement of financial position method, providing for
temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised
on the initial recognition of assets or liabilities in a transaction that is not a business
combination. In addition, deferred tax is not recognised for taxable temporary differences
arising on the initial recognition of goodwill. Deferred tax is measured at the tax rates that are
expected to be applied to temporary differences when they reverse, based on the laws that
have been enacted or substantively enacted by the reporting date. Deferred tax assets and
liabilities are offset if there is a legally enforceable right to offset, and they relate to income
taxes levied by the same tax authority on the same taxable entity, or on different tax entities,
but they intend to settle current tax liabilities and assets on a net basis or their tax assets and
liabilities will be realised simultaneously.
A deferred tax asset is recognised to the extent that it is probable that future taxable profits
will be available against which the temporary difference can be utilised. Deferred tax assets
are reviewed at each reporting date and are reduced to the extent that it is no longer probable
that the related tax benefit will be realized.
q) Accounting standards, amendments and interpretations adopted
On January 1, 2020, the Company adopted the amendment to IFRS 3 – Business Combinations.
IFRS 3 was amended in October 2018 to revise the definition of the term “business”. The
amendments narrowed the definition of a business and outputs and includes an optional
concentration test. The adoption of this amendment did not have a material impact on the
Company’s consolidated financial statements.
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4.

Critical accounting estimates and judgements

The Company makes estimates and assumptions about the future that affect the reported
amounts of assets and liabilities. Estimates and judgments are continually evaluated based on
historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances. In the future, actual experience may differ
from these estimates and assumptions.
The effect of a change in an accounting estimate is recognized prospectively by including it in
total comprehensive income in the period of the change, if the change affects that period only,
or in the period of the change and future periods, if the change affects both.
Information about critical judgments in applying accounting policies that have the most
significant risk of causing material adjustment to the carrying amounts of assets and liabilities
recognized in the consolidated financial statements within the next financial year are discussed
below:
a)

Exploration and evaluation expenditure

Estimates
In situations where indicators of impairment are present for the Company’s mineral E&E assets,
estimates of recoverable amount must be determined as the higher of the CGU’s estimated
value in use or the estimated fair value less costs to sell.
Judgments
Management uses judgment in determining whether or not there are indicators of impairment
for its CGUs. The results of management’s assessment could result in an impairment test not
being performed when indicators did in fact exist, which could impact the valuation of the
CGUs’ carrying values. Management uses judgement in determining what constitutes a CGU
(Note 3e).
The CGUs identified by the Company are as follows:
a) Bathurst Group;
b) Golden Culvert; and
c) McIntyre Brook
During the year, the Company had one reportable segment: exploration properties.
b)

Income taxes

Estimates
Deferred tax assets and liabilities are determined using the tax rates expected to be in effect
at the time the assets are realized and liabilities settled. The actual tax rate in effect at that
time may vary from the expected tax rates.
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Critical accounting estimates and judgements - continued

Judgments
Significant judgment is required in determining the provision for income taxes. There are many
transactions and calculations undertaken during the ordinary course of business for which the
ultimate tax determination is uncertain. The Company recognizes liabilities and contingencies
for anticipated tax audit issues based on the Company’s current understanding of tax law. For
matters where it is probable that an adjustment will be made, the Company records its best
estimate of the tax liability including the related interest and penalties in the current tax
provision. Management believes they have adequately provided for the probable outcome of
these matters; however, the final outcome may differ materially from the amount included in
the tax liabilities.
In addition, the Company recognizes deferred tax assets relating to tax losses carried forward
to the extent there will be future taxable profit available against which the unused tax losses
can be utilized.
c) Share-based payment transactions
Estimates
The Company measures the cost of equity settled transactions with directors, officers and
consultants by reference to the fair value of the equity instruments at the date at which they
are granted.
Judgements
Estimating fair value for share-based payment transactions requires management’s judgement
in determining the most appropriate valuation model, which is dependent on the terms and
conditions of the grant. This valuation requires the determination of the most appropriate
inputs including the expected life of the share option (based on historical times between vesting
date and exercise date) and share price volatility (based on historical share price volatility). In
addition, the amount recognized is based on the number of equity instruments expected to
ultimately vest, which relies on estimates of forfeiture rates which is based on historical
evidence of forfeitures. History may not always be indicative of the future and as a result, the
value determined has significant estimation uncertainty. The same estimates are required for
transactions with non-employees where the fair value of the goods or services received cannot
be reliably determined.
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Supplemental cash flow information
2020

Changes in non-cash working capital:
Prepaid expenses
GST receivable
Accounts payable and accrued liabilities
Accounts payable and accrued liabilities
related to mineral property evaluation and
exploration, and included in the investing
activities section of the consolidated
statement of cash flows
Share issuance costs included in accounts
payable and accrued liabilities

$

$
6.

(80,278)
(30,289)
7,473

2019
$

(43,901)
(24,823)
81,685

18,739

(63,934)

(16,584)

-

(100,939)

$

(50,973)

Marketable securities and Taylor Brook option

During the year ended December 31, 2017, the Company granted Jaeger Resources Corp. an
option to acquire an 80% interest in the Taylor Brook claim, which is a part of the Bathurst
Group CGU, in exchange for 1,000,000 shares of Jaeger Resources Inc. Pursuant to the
agreement and through amendments to the term of the option, the Company received an
additional 2,600,000 shares of Jaeger Resources Inc., of which 1,600,0000 were received in
2019. Jaeger Resources Inc. has until February 2023 to complete the required cumulative
expenditures on the property. Upon acquisition by Jaeger Resources Inc. of its 80% interest in
the property when all requirements are met, the Company could elect within 90 days to
continue in a joint venture with Jaeger Resources Inc., buy back 40% ownership from Jaeger
Resources Inc. for an amount equal to 150% of the exploration expenditures and renewal
payments incurred by Jaeger Resources Inc., or transfer the remaining interest in exchange for
a 3% net smelter return royalty.
6.

Marketable securities and Taylor Brook option – continued

Continuity of investment in Jaeger Resources Inc.
Balance at January 1, 2019 (2,000,000 shares)
Marketable securities received (1,600,000 shares)
Impairment based on decline in fair value
Balance at December 31, 2019 (3,600,000 shares)
Increase in fair value
Balance at December 31, 2020 (3,600,000 shares)

$
$
$

60,000
32,000
(56,000)
36,000
72,000
108,000

Stratabound Minerals Corp.
Notes to the Consolidated Financial Statements
For the years ended December 31, 2020 and 2019
7.

Term deposits

During the year, the Company invested $2,800,000 in guaranteed investment certificates with
interest rates between 0.25% and 0.45%, maturing between August 2021 and November 2021.
At December 31, 2020, $863 of interest was accrued as earned.
8.

Mineral exploration and evaluation assets

Continuity of mineral exploration and evaluation assets
Balance at January 1, 2019
Acquisition, renewal and exploration costs
Provision for rehabilitation costs
Shares issued for mineral exploration rights (Note 11)
Option payments
Disposal of properties
Balance at December 31, 2019
Acquisition, renewal and exploration costs
Shares issued for mineral exploration rights (Note 11)
Option payments
Balance at December 31, 2020

$

$

$

2,444,800
479,378
13,497
120,427
60,000
(32,000)
3,086,102
1,989,412
167,200
320,000
5,562,714

The mineral exploration and evaluation assets of the Company consist of the following claim
groups:
a)

Golden Culvert, Yukon Territory

The Company has the option to acquire 100% ownership of the Golden Culvert and Little Hyland
properties (collectively, Golden Culvert) comprising 431 mineral claims in the Little Hyland
Valley District of the Southeastern Yukon Territory, approximately 205 kilometres north of the
town of Watson Lake. A final share issuance to Southshore of 833,333 shares recorded at the
market price of $50,000 was made on December 12, 2019 completing the final obligation to
Southshore and now Stratabound only has obligations directly under the Option Agreement with
the Optionors. Maintenance and exercise of the option will require the following payments:
- December 12, 2021 - $395,000
- December 12, 2022 - $550,000
All payments required to maintain the option have been made to date. The payments can be
made in cash or up to 50% in Stratabound common shares, as the Company’s election. Upon
completion of the December 2021 payments, the Company will have earned a 40% interest in
the Golden Culvert and Little Hyland claims, and a 100% interest in the Rubus claims. The
December 2019 payments for Golden Culvert and Little Hyland were made as scheduled,
including a total of $60,000 in cash and 873,786 common shares of the Company, recorded at
their market price of $52,427. The December 2020 payments for Golden Culvert and Little
Hyland were made as scheduled and paid in cash, with payments totaling $305,000.
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Mineral exploration and evaluation assets - continued

Exercise of the options will also require fulfillment of work requirements of $350,000 at each
of the Golden Culvert and Little Hyland properties during the period ending September 27,
2022. The Golden Culvert work commitment was fulfilled during 2018. The claims are subject
to net smelter return (NSR) royalties aggregating to 2.5% to Southshore and the Optionors.
Upon completion of the December 2022 payments, the Company will be deemed to have earned
a 100% interest in all of the property.
During the year, the Company recognized a rehabilitation provision of $nil (2019 - $13,497) for
trenching performed on the property. This rehabilitation must be completed by the year 2026.
The carrying value of the Golden Culvert property at December 31, 2020 is $4,560,775 (2019 $2,553,695).
b)

Bathurst, New Brunswick

The Company holds a 100% interest in 158 units and one mining lease in the Bathurst base metal
mining camp in New Brunswick, Canada. The properties include the Captain Company and
Taylor Brook (see Note 6) claim groups. All are subject to 1% net smelter return on production,
with the exception of the portion of the CNE/Captain Group, which is royalty free.
The carrying value of the Bathurst properties at December 31, 2020 is $558,343 (2019 $426,858).
c)

McIntyre Brook, New Brunswick

During 2019, the Company completed a transaction to acquire 100% of the mineral rights to
the McIntyre Gold Project, located approximately 80 kilometres west of Bathurst, New
Brunswick. At closing, the Company issued 300,000 common shares to the Optionors recorded
at their market value of $18,000. During 2020, the Company expanded its original McIntyre
Brook property as follows:
i)

Acquisition of the McIntyre-Moose Brook property

During February 2020, the Company completed a transaction to acquire 100% of the mineral
rights to the McIntyre-Moose Brook property, which is adjacent to the original McIntyre Brook
property, by issuing 500,000 common shares, recorded at their market value of $40,000.
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Mineral exploration and evaluation assets - continued
ii)

Acquisition of the Gold Brook property

During February 2020, the Company completed a transaction to acquire 100% of the mineral
rights to the Gold Brook property, which is adjacent to the original McIntyre Brook property, by
issuing 90,000 common shares, recorded at their market value of $7,200.
iii)

Expansion of the initial McIntyre Brook property

In November 2020, the Company completed an amendment to the initial McIntyre Brook
property acquisition to acquire an additional 7 claims adjacent to the original McIntyre Brook
claim. The Company agreed to issue 200,000 common shares, recorded at their market value
of $60,000.
iv)

Acquisition of the Tardiff Brook property

During October 2020, the Company completed a transaction to acquire 100% of the mineral
rights to the Tardiff Brook property, which is adjacent to the original McIntyre Brook property,
by issuing 200,000 common shares, recorded at their market value of $60,000.
Exercise of the McIntyre Brook options will require fulfillment of the following work
requirements:
-

2021
2022
2023
2024

-

$60,000
$15,000
$20,000
$15,000

Maintenance and exercise of the McIntyre Brook options will require the following annual
payments:
-

2021:
i)
ii)
2022:
i)
ii)
2023:
i)
ii)
2024:
i)
ii)

$75,000, with the option to pay up to $30,000 with common shares
200,000 common shares
$100,000, with the option to pay up to $42,500 with common shares
100,000 common shares
$145,000, with the option to pay up to $57,500 with common shares
50,000 common shares
$160,000, with the option to pay up to $60,000 with common shares
50,000 common shares

All payments and work commitments required to maintain the option have been made to date.
Upon completion of the fourth anniversary payments the Company will have earned 100%
ownership in the McIntyre Brook claim group. This claim group is subject to the following net
smelter returns (“NSR”) on production:
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Mineral exploration and evaluation assets – continued
-

McIntyre Brook – This claim is subject to a 2% NSR on production; however, the Company
may re-purchase the NSR for either $1,000,000 or increments of $500,000 per 0.50%
NSR;
McIntyre-Moose Brook - This claim is subject to a 2% NSR on production; however, the
Company may re-purchase 1% (one-half of the 2% NSR) for $1,000,000 or increments of
$500,000 per 0.50% NSR;
Gold Brook - This claim is subject to a 2% NSR on production; however, the Company
may re-purchase 1% (one-half of the 2% NSR) for $1,000,000 or increments of $500,000
per 0.50% NSR; and
Tardiff Brook - This claim is subject to a 2% NSR on production; however, the Company
may re-purchase the NSR for either $2,000,000 or increments of $100,000 per 0.50%
NSR;

The carrying value of the McIntyre Brook property is $443,596 (2019 - $105,549).
9.

Income taxes

The difference between the tax expense for the year and the expected income taxes based on
the statutory tax rate arises as follows:

Loss before income taxes
$
Recovery based on the statutory rate of 26.5%
(2019 – 27.5%)
Net non-deductible expenses
Change in tax rates
Pool balance adjustments
Changes in unrecognized deferred tax assets
Total income tax expense
$

December 31,
2020
(1,520,274) $

December 31,
2019
(253,465)

(402,873)
152,236
43,486
340,184
(133,033)
- $

(69,703)
(5,113)
61,736
240,718
(227,638)
-

No deferred tax asset has been recognized in respect of the following losses and temporary
differences as it is not considered probable that sufficient future taxable profit will allow the
deferred tax asset to be recovered.

Mining property
Non-capital losses
Property, plant and equipment
Marketable securities
Share issue costs

$

$

December 31,
2020
79,402 $
899,958
461
5,168
62,273
1,047,262 $

December 31,
2019
475,437
652,048
590
15,263
36,957
1,180,295
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Income taxes - continued

As at December 31, 2020, the Company has estimated non-capital losses for Canadian income
tax purposes of $3,396,073 that may be carried forward to reduce taxable income derived in
future years, expiring as follows:
Year of expiry
2029
2030
2033
2034
2035
2036
2037
2038
2039
2040
Total
10.

$

$

Non-capital
losses
66,366
436,753
445,423
300,142
34,358
192,058
255,531
330,853
268,810
1,065,779
3,396,073

Key management compensation and related party transactions

Compensation awarded to key management included non-cash stock-based compensation of
$573,349 (2019 - $221,755) along with consulting fees of $336,167 (2019 - $188,000) and
directors’ fees of $204,983 (2019 - $nil). Key management includes the Company’s officers and
directors. Of the consulting fees paid, a total of $10,000 (2019 - $141,000) were capitalized to
mineral exploration and evaluation assets.
During the year, current and former directors and officers exercised 189,051 (2019 – nil)
warrants and 1,000,000 options (2019 – nil) for total proceeds of $37,810 (2019 - $nil). A director
of the Company received 159,249 finders warrants in connection with a private placement (Note
11).
Included in accounts payable and accrued liabilities at December 31, 2020 is $52,020 (2019 $111,389) owing to officers and directors of the Company.
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Share capital
a) Authorized

Unlimited number of common shares, without nominal or par value. Changes in common shares,
options, and warrants reflect the 6:1 consolidation that took place in June 2019.
b) Common shares
Balance at December 31, 2018
Shares issued - private placements
Shares issued - exploration and
evaluation assets
Share issue costs
Balance at December 31, 2019
Shares issued - private placements
Shares issued – warrant exercises
Shares issued – option exercises
Shares issued – exploration and
evaluation assets
Shares issued – management
compensation
Adjustment for warrant re-pricing
Adjustment to relieve contributed
surplus
Share issue costs
Balance at December 31, 2020
i)

(i)

Number of shares
35,037,087
6,988,611

(ii)

2,007,119

(iii)
(11.c)
(11.d)

44,032,817
38,560,343
3,611,055
1,300,000

(iv)

990,000

167,200

(v)

600,000
-

42,000
(8,410)

89,094,215

159,970
(489,606)
26,433,048

$

$

$

Amount
17,153,280
409,203
120,427
(17,890)
17,665,020
8,287,502
479,372
130,000

During 2019, the Company closed non-brokered private placements consisting of the
following:
a. In July 2019, the Company closed a private placement consisting of 1,777,500
units, with each unit comprised of one common share and one-half of one
common share purchase warrant, for $0.08/unit, with gross proceeds raised of
$142,200. Each warrant entitles the holder to purchase one common share of the
Company for a period of 24 months from the closing at an exercise price of $0.10
per share.
b. In July 2019, the Company closed a private placement consisting of 1,211,111
flow-through units, with each unit comprised of one common share issued on a
flow-through basis and one common share purchase warrant, for $0.09/unit, with
gross proceeds raised of $109,000. Each warrant entitles the holder to purchase
one common share of the Company for a period of 12 months from the closing at
an exercise price of $0.12 per share. 84,777 finder’s warrants were issued in
connection with this private placement, enabling the holder to purchase one
common shares of the Company for $0.09 per share for a period of 18 months
from the date of issue. The Company valued these warrants at $4,691 using the
Black-Scholes pricing model. This flow-through share issuance included a
premium of $12,111, recorded as a liability of the Company.
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Share capital - continued
c. In December 2019, the Company issued 4,000,000 units at price of $0.05 per unit.
Each unit consisted of one common share and one half of one common share
purchase warrant. Each whole warrant entitles the holder to purchase one
common share of the Company at $0.09 per share for 24 months from the date
of issue.
ii)

During 2019 the Company had the following share issues with respect to mineral
exploration and evaluation properties:
a. During November 2019, the Company issued 300,000 common shares, recorded
at their market value of $18,000, in connection with the acquisition of the
McIntyre Brook property.
b. During December 2019, the Company issued 873,786 common shares, recorded
at their market value of $52,427, in connection with the 2019 annual option
payment on the Golden Culvert property.
c. During December 2019, the Company issued 833,333 common shares, recorded
at their market value of $50,000, as final payment to the nominees of South
Shore Partnership Inc.

iii)

During 2020 the Company closed the following non-brokered private placements:
a. During August 2020, the Company closed a private placement consisting of
460,000 flow-through units. Each flow-through unit was comprised of one
common share issued on a flow-through basis and one half of one common share
purchase warrant for $0.25/unit, with gross proceeds raised of $115,000. Each
whole warrant entitles the holder to purchase one common share of the Company
at $0.35 for a period of two years from the date of issue. The warrants also
contain an acceleration clause, in that if the shares of the Company trade above
$0.45 for more than a 10-day period, the Company may elect to accelerate the
expiry date. The Company issued 12,000 broker warrants in relation to the flowthrough share financing, which entitle the holder to purchase one common share
of the Company at $0.35 for a period of two years from the date of issue. These
brokers warrants were valued at $1,939 using the Black-Scholes pricing model
with the following inputs – risk-free rate of 0.28%, expected volatility of 189.2%,
dividend yield of 0% and forfeiture rate of 0%. The flow-through share issuance
also included a flow-through premium of $18,400, recorded as a liability of the
Company.
b. During August 2020, the Company closed a private placement consisting of
5,974,950 units. Each common share unit was comprised of one common share
and one half of one common share purchase warrant for $0.20/unit, with gross
proceeds raised of $1,194,990. Each whole warrant entitles the holder to
purchase one common share of the Company at $0.30 per share for a period of
two years from the date of issue. The warrants also contain an acceleration
clause, in that if the shares of the Company trade above $0.40 for more than a
10-day period, the Company may elect to accelerate the expiry date. The
Company issued 22,500 brokers warrant in relation to this financing, which
entitle the holder to purchase one common share of the Company at $0.30 for a
period of two years from the date of issue. These broker warrants were valued
at $3,710 using the Black-Scholes pricing model with the following inputs – risk
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Share capital - continued
free rate of 0.28%, expected volatility of 189.2%, dividend yield of 0% and
forfeiture rate of 0%.
c. During September 2020, the Company closed a private placement consisting of
960,000 flow-through units. Each unit was comprised of one common share issued
on a flow-through basis, and one half of one common share purchase warrant for
$0.25/unit, with gross proceeds raised of $240,000. Each warrant entitles the
holder to purchase one common share of the Company at $0.35 for a period of
two years from the closing of the financing. The warrants also contain an
acceleration clause, in that if the shares of the Company trade above $0.45 for
more than a 10-day period, the Company may elect to accelerate the expiry
date. The Company issued 28,000 broker warrants in relation to the flow-through
share financing, which entitle the holder to purchase one common share of the
Company at $0.35 for a period of two years from the date of issue. These brokers
warrants were valued at $3,963 using the Black-Scholes pricing model with the
following inputs – risk-free rate of 0.26%, expected volatility of 184.8%, dividend
yield of 0% and forfeiture rate of 0%. The flow-through share issuance also
included a flow-through premium of $48,000, recorded as a liability of the
Company.
d. During September 2020, the Company closed private placements consisting of
19,590,000 units. Each common share unit was comprised of one common share
and one half of one common share purchase warrant for $0.20/unit, with gross
proceeds raised of $3,918,000. Each whole warrant entitles the holder to
purchase one common share of the Company at $0.30 per share for a period of
two years from the date of issue. The warrants also contain an acceleration
clause, in that if the shares of the Company trade above $0.40 for more than a
10-day period, the Company may elect to accelerate the expiry date. The
Company issued 88,750 brokers warrant in relation to this financing, which
entitle the holder to purchase one common share of the Company at $0.30 for a
period of two years from the date of issue. These broker warrants were valued
at $12,852 using the Black-Scholes pricing model with the following inputs – risk
free rate of 0.26%, expected volatility of 184.8%, dividend yield of 0% and
forfeiture rate of 0%.
e. During October 2020, the Company closed a private placement consisting of
4,940,000 flow-through units. Each unit was comprised of one common share
issued on a flow-through basis, and one half of one common share purchase
warrant for $0.25/unit, with gross proceeds raised of $1,235,000. Each warrant
entitles the holder to purchase one common share of the Company at $0.35 for
a period of two years from the closing of the financing. The warrants also contain
an acceleration clause, in that if the shares of the Company trade above $0.45
for more than a 10-day period, the Company may elect to accelerate the expiry
date. The Company issued 247,000 broker warrants in relation to the flowthrough share financing, which entitle the holder to purchase one common share
of the Company at $0.24 for a period of 18 months from the date of issue. These
brokers warrants were valued at $39,338 using the Black-Scholes pricing model
with the following inputs – risk-free rate of 0.27%, expected volatility of 182.2%,
dividend yield of 0% and forfeiture rate of 0%. The flow-through share issuance
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Share capital - continued
also included a flow-through premium of $98,800, recorded as a liability of the
Company.
f. During December 2020, the Company closed a private placement consisting of
6,635,393 units, with each unit comprised of one common share and one third of
one common share purchase warrant for $0.31/unit, with gross proceeds raised
of $2,056,972. Each whole warrant entitles the holder to purchase one common
share of the Company at $0.45/share for a period of two years from the closing
of the financing. The warrants also contain an acceleration clause, in that if the
shares of the Company trade above $0.55 for more than a 10-day period the
Company may elect to accelerate the expiry date. The Company issued 796,246
brokers warrants, exercisable at $0.31 for a period of two years from the date
of issue. These brokers warrants were valued at $192,121 using the Black-Scholes
pricing model with the following inputs – risk-free rate of 0.21%, expected
volatility of 184.2%, dividend yield of 0% and forfeiture rate of 0%. A director of
the Company received 159,249 of the broker warrants.
iv)

During 2020, the Company issued shares in exchange for mineral and exploration
rights as follows:
a. In February 2020, the Company issued 500,000 common shares, valued at their
market price of $40,000, in connection with the acquisition of the McIntyreMoose Brook property, which is a property adjacent to the McIntyre Brook
property.
b. In February 2020, the Company issued 90,000 common shares, valued at their
market price of $7,200, in connection with the acquisition of the Gold Brook
property, which is a property adjacent to the McIntyre Brook property.
c. In December 2020, the Company issued 200,000 common shares, valued at their
market price of $60,000, in connection with the acquisition of the Tardiff Brook
property, which is a property adjacent to the McIntyre Brook property, and
200,000 common shares, valued at their market price of $60,000, in connection
with the expansion of the original McIntyre Brook property.

v)

During June 2020, the Company issued 600,000 common shares to officers of the
Company in recognition of their work performed to date. The shares were valued at
their market value of $42,000.
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Share capital - continued
c) Warrants

The following table summarizes the warrant transactions:
Balance at December 31, 2018
Expired during the year (preconsolidation)
Issued during the year
Expired during the year (postconsolidation)
Balance at December 31, 2019
Expired during the year
Issued during the year – private
placements
Issued during the year – finders
warrants
Exercised during the year
Balance at December 31, 2020

Number of warrants
3,062,748

$

Weighted average price
0.0455

(52,784)
5,073,388

0.900
0.098

(1,972,812)
6,110,540
(96,703)

0.430
0.165
0.200

$

18,174,273

0.332

1,194,496
(3,611,055)
21,771,551

0.296
0.170
0.311

$

The following table summarizes the warrants outstanding at December 31, 2020:
Warrants outstanding
77,777
2,000,000
325,000
247,000
3,009,975
242,000
590,500
9,801,250
2,470,000
2,211,803
796,246
21,771,551

$

$

Exercise price
0.090
0.090
0.100
0.240
0.300
0.350
0.350
0.300
0.350
0.450
0.310
0.311

Expiry date
January 22, 2021
December 12, 2021
July 22, 2021
April 8, 2022
August 21, 2022
August 21, 2022
September 23, 2022
September 23, 2022
October 8, 2020
December 29, 2022
December 29, 2022

During March 2020, the Company re-priced and extended warrants with the following previous
terms:
319,166 warrants exercisable at $0.48 with an expiry date of March 26, 2020;
149,496 warrants exercisable at $0.48 with an expiry date of April 12, 2020;
545,574 warrants exercisable at $0.48 with an expiry date of May 7, 2020; and
22,916 warrants exercisable at $0.48 with an expiry date of June 28, 2020.
The warrants were extended for an additional year from their initial expiry, and were re-priced
to be exercisable at $0.20. The warrants were also amended to include an acceleration clause,
in that if shares of the Company traded at or more than $0.24 for a 10-day period, the expiry
shall terminate upon 30 days’ notice. These warrants were all exercised during the 2020 fiscal
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Share capital - continued

year. Upon the extension and amendment of the warrants, the Company recognized an
adjustment to share capital and contributed surplus of $8,410, based on the Black-Scholes
model for option pricing for the new warrant terms. The inputs used were expected volatility
of 147.6%, risk-free interest rate of 0.59%, dividend yield of 0% and forfeiture rate of 0%.
d) Stock options
The Company has a stock-based compensation plan for its key officers, directors, employees
and consultants. Up to 10% of the issued and outstanding shares may be reserved for issuance
under the plan. The fair value of each option, for the most recent option grant, was estimated
using the Black-Scholes option pricing model for the issuance of options ranged from $0.08 to
$0.23 using the following assumptions: weighted average life of 5 years (2019 – 5 years); riskfree rate of 0.35-1.57% (2019 – 1.51%); expected volatility ranging from 228.8% to 237.3% (2019
– 186%); and, a dividend yield of 0% (2019 – 0%). All options granted in 2020 vest 50% in year 1
and 50% in year 2 (2019 – 100% vested in year 1); however, as the forfeiture of options in a oneyear period was deemed unlikely, a forfeiture rate of 0% (2019 – 0%) was used. The Company
granted 5,500,000 (2019 – 2,300,000) options during 2020, including 5,100,000 (2019 –
2,000,000) to officers and directors. $578,582 (2019 - $221,755) of value has been recognized
in relation to these options in 2020. The number of options that vested in 2020 were 3,315,417,
with 3,090,972 of those options vested to officers and directors of the Company. $531,349 is
included in the share-based compensation of the Company for 2020 in relation to options issued
and vested with directors and officers of the Company.
The following table summarizes the stock option transactions:
Number
1,122,221 $
2,300,000
3,422,221 $
5,500,000
(1,300,000)
(588,888)
7,033,333 $

Outstanding at December 31 2018
Granted
Outstanding at December 31, 2019
Granted
Exercised
Expired
Outstanding at December 31, 2020

Weighted average
exercise price
0.301
0.100
0.166
0.179
0.100
0.300
0.197

The following table summarizes the options outstanding at December 31, 2020:
Options outstanding
33,333
500,000
1,000,000
800,000
800,000
3,500,000
100,000
300,000
7,033,333

$

$

Exercise price
0.33
0.30
0.10
0.10
0.10
0.25
0.20
0.22
0.197

Expiry date
April 30, 2021
October 13, 2022
July 16, 2024
January 16, 2025
May 19, 2025
September 28, 2025
October 22, 2025
November 3, 2025
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Share capital – continued
e) Nature and purpose of equity reserves

The reserves recorded in equity on the Company’s statement of financial position include
contributed surplus and accumulated deficit.
Contributed Surplus is used to recognize the value of stock option grants and share warrants
prior to exercise. Any proceeds received prior to the issuance of shares will be recorded as
contributed surplus until the shares are issued, at which time the amount will be recognized as
share capital.
Accumulated Deficit is used to record the Company’s change in deficit from earnings from year
to year.
12.

Financial instruments and risk management

The Company is exposed through its operations to the following financial risks:




Market risk
Credit risk
Liquidity risk

In common with all other businesses, the Company is exposed to risks that arise from its use of
financial instruments. This note describes the Company’s objectives, policies and processes for
managing those risks and the methods used to measure them. Further quantitative information
in respect of these risks is presented throughout these consolidated financial statements.
There have been no substantive changes in the Company’s exposure to financial instrument
risks, its objectives, policies and processes for managing those risks or the methods used to
measure them from previous years unless otherwise stated in the note.
General objectives, policies and processes
The Board of Directors has overall responsibility for the determination of the Company’s risk
management objectives and policies and, while retaining ultimate responsibility for them, it
has delegated the authority for designing and operating processes that ensure the effective
implementation of the objectives and policies to the Company’s Finance function. The Board
of Directors receive monthly reports from the Company’s financial controller through which it
reviews the effectiveness of the processes put in place and the appropriateness of the
objectives and policies it sets.
The overall objective of the Board is to set policies that seek to reduce risk as far as possible
without unduly affecting the Company’s competitiveness and flexibility. Further details
regarding these policies are set out below:
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Financial instruments and risk management - continued
a) Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market prices are comprised of four types of
risk:
i)
ii)
iii)
iv)

Foreign currency risk;
Interest rate risk;
Commodity price risk; and,
Equity price risk.

The Company is exposed to foreign currency risk in that some of its accounts payables are
denominated in a foreign currency. Management believes that the Company is not exposed to
significant foreign currency risk. In addition, the Company is exposed to equity price risk as a
result of its marketable securities (Note 6). Management monitors the equity price of the
investment to manage its exposure to the equity price risk.
b) Credit risk
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. Financial instruments which are potentially
subject to credit risk include cash, term deposits and other receivables. Cash is maintained
with financial institutions and may be redeemed upon demand; and other receivables are
amounts due from the government. Both the financial and government institutions are
considered reputable and creditworthy institutions.
The carrying amount of cash and term deposits represents the maximum credit exposure. The
Company has gross credit exposure at December 31, 2020 and December 31, 2019 of $5,774,433
and $26,076, respectively. Management considers that all financial assets held are of good
credit quality, and therefore credit risk is not considered significant.
c) Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as
they become due. The Company’s policy is to ensure that it will have sufficient cash to allow
it to meet its liabilities when they become due.
Typically, the Company ensures that it has sufficient cash to meet expected operational
expenses. To achieve this objective, the Company prepares annual capital expenditure budgets,
which are regularly monitored and updated as considered necessary.
Further, the Company utilizes authorizations for expenditures on exploration projects to further
manage expenditure.
The Company monitors its risk of shortage of funds by monitoring the maturity dates of existing
accounts payable and accrued liabilities in conjunction with its daily cash position.
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Financial instruments and risk management – continued

Determination of fair values
Fair values have been determined for measurement and/or disclosure purposes based on the
following methods. When applicable, further information about the assumptions made in
determining fair value is disclosed in the notes specific to that asset or liability.
The carrying amounts for cash, term deposits, and accounts payable and accrued liabilities
approximate fair value due to their short-term nature. Available-for-sale investments are
measured at fair value as the balance is derived from quoted prices in an active market. Due
to the use of subjective judgments and uncertainties in the determination of fair values these
values should not be interpreted as being realizable in an immediate settlement of the financial
instruments.
Fair value hierarchy
Financial instruments that are measured subsequent to initial recognition at fair value are
grouped in Levels 1 to 3 based on the degree to which the fair value is observable, as follows:




Level 1 fair value measurements are those derived from quoted prices (unadjusted) in
active markets for identical assets or liabilities;
Level 2 fair value measurements are those derived from inputs other than quoted prices
included within Level 1 that are observable for the asset or liability, either directly (i.e.,
as prices) or indirectly (i.e., derived from prices); and,
Level 3 fair value measurements are those derived from valuation techniques that
include inputs for the asset or liability that are not based on observable market data.

The fair value of the Company’s marketable security is based on quoted prices and is therefore
considered to be Level 1.
13.

Capital management

The Company considers its capital to comprise share capital, contributed surplus, and
accumulated other comprehensive income and deficit. The Company’s objectives when
managing capital are to maintain a sufficient capital base in order to meet its short-term
obligations and at the same time preserve investors’ confidence required to sustain future
development of the business.
The Company is not exposed to any externally imposed capital requirements.
14.

Subsequent events

In January 2021, the Company signed an option agreement whereby the Company can earn a
100% interest in the Win property, which is adjacent to the Company’s existing McIntyre Brook
property. The Company made a payment of $13,400, and issued 117,300 common shares upon
execution of the agreement. The Company must incur $35,000 of exploration expenditures by
January 2022, and must make payments totalling $134,000 in aggregate over the next five years
to maintain the option.
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Subsequent events - continued

In January 2021, 77,777 warrants were exercised for total proceeds of $7,000, and the Company
issued 77,777 common shares.
In March 2021, the estate of a former director exercised 300,000 options on a cash-less basis
for total proceeds of $30,000. The net shares issued by the Company as a result of this exercise
was 178,844.
In March 2021, the Company upgraded its United States over-the-counter listing from OTC:PK
to the OTCQB exchange under the symbol “SBMIF”.
In April 2021, the Company entered into a definitive agreement to acquire 100% of the issued
and outstanding shares of California Gold Mining Inc., by way of a court-approved plan of
arrangement. Under the agreement, the Company will issue 1 common share for each common
California Gold Mining Inc. share. The Company anticipates that it will issue 65,108,269 shares
to California Gold Mining Inc. shareholders as a result of the arrangement.

