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INDEPENDENT AUDITOR’S REPORT 
 
 
 
To the Shareholders of 
Prime Mining Corp. 
 
 
Opinion 
 
We have audited the accompanying consolidated financial statements of Prime Mining Corp. (the “Company”), which comprise 
the consolidated statements of financial position as at December 31, 2022, December 31, 2021, and April 30, 2021, and the 
consolidated statements of loss and comprehensive loss, cash flows, and changes in shareholders’ equity for the year ended 
December 31, 2022, the eight month period ended December 31, 2021, and the year ended April 30, 2021, and notes to the 
consolidated financial statements, including a summary of significant accounting policies.  
 
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at December 31, 2022, December 31, 2021, and April 30, 2021, and its financial performance and its cash flows 
for the year ended December 31, 2022, the eight month period ended December 31, 2021, and the year ended April 30, 2021 
in accordance with International Financial Reporting Standards (“IFRS”). 
 
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 Company 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 in our audit is sufficient and appropriate to provide a 
basis for our opinion. 
 
Key Audit Matters 
 
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated 
financial statements of the current year.  These matters were addressed in the context of our audit of the consolidated financial 
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. 
 
Assessment of Impairment Indicators of Exploration and Evaluation Asset (“E&E Asset”) 
 
As described in Note 8 to the consolidated financial statements, the carrying amount of the Company’s E&E Asset was 
$12,514,568 as of December 31, 2022. As more fully described in Note 3 and 4 to the consolidated financial statements, 
management assesses the E&E Asset for indicators of impairment at each reporting period.  
 
The principal considerations for our determination that the assessment of impairment indicators of the E&E Asset is a key audit 
matter are that there was judgment made by management when assessing whether there were indicators of impairment for the 
E&E Asset, specifically relating to the asset’s carrying amount which is impacted by the Company’s intent and ability to 
continue to explore and evaluate the asset. This in turn led to a high degree of auditor judgment, subjectivity, and effort in 
performing procedures to evaluate audit evidence relating to the judgments made by management in their assessment of 
indicators of impairment that could give rise to the requirement to prepare an estimate of the recoverable amount of the E&E 
Asset. 
 
 
 
  



 

 

 
 
Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall 
opinion on the consolidated financial statements. Our audit procedures included, among others: 
 

 Obtaining an understanding of the key controls associated with evaluating the E&E Asset for indicators of 
impairment. 

 Evaluating management’s assessment of impairment indicators. 
 Evaluating the intent for the E&E Asset through discussion and communication with management. 
 Reviewing the Company’s recent expenditure activity and expenditure budgets for future periods. 
 Obtaining, from legal counsel, confirmation of title to ensure mineral rights underlying the E&E Asset are in good 

standing. 
 
Other Information 
 
Management is responsible for the other information. The other information obtained at the date of this auditor's report includes 
Management’s Discussion and Analysis. 
 
Our opinion on the 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 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 Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we have 
performed, we conclude that there is a material misstatement of this other information, we are required to report that fact. We 
have nothing to report in this regard. 
 
Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with 
IFRS, 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: 
 

 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 Company's internal 
control. 

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

 Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the 
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant 
doubt on the Company's ability to continue as a going concern. If we conclude that a material uncertainty exists, we 
are required to draw attention in our auditor's report to the related disclosures in the 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. 

 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 Company 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 Carmen Newnham. 
 
 

 
 
 
Vancouver, Canada Chartered Professional Accountants 
 
April 4, 2023 
 



PRIME MINING CORP. 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
(In Canadian dollars) 

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

 

   December 31,   December 31,   April 30, 
 Note  2022  2021  2021 

        
ASSETS         
Current        
Cash  $  23,811,434  $ 27,413,707 $ 32,026,806 
Receivables    82,592   53,349  63,295 
Prepaid expenses     168,996   138,219  173,537 

Total current assets     24,063,022   27,605,275  32,263,638 
        
Value added tax receivable  6  840,662  1,049,214  1,016,690 
Deposits    -  -  21,695 
Property and equipment  7   686,954   616,319  204,349 
Exploration and evaluation asset 8   12,514,568   12,514,568  11,285,168 

Total assets   $  38,105,206  $ 41,785,376 $ 44,791,540 

        
LIABILITIES         
Current         
Trade payables and accruals  14 $  1,173,290  $ 1,325,936 $ 833,744 
Current portion of lease liabilities  10   35,850   46,522  60,384 

Total current liabilities     1,209,140   1,372,458  894,128 
        
Long-term payable 9   756,596   944,292  915,021 
Lease liabilities 10   126,425   154,034  3,597 

Total liabilities     2,092,161   2,470,784  1,812,746 

        
SHAREHOLDERS’ EQUITY         
Share capital  11  120,115,589  100,113,471  93,072,150 
Obligation to issue shares    -  -  220,000 
Reserves  11   17,535,146   13,466,551  9,654,732 
Deficit   (101,637,690)  (74,265,430)  (59,968,088) 

Total shareholders’ equity     36,013,045   39,314,592  42,978,794 

Total liabilities and shareholders’ equity  $  38,105,206  $ 41,785,376 $ 44,791,540 

 
Nature and continuance of operations (note 1) 
Subsequent events (note 19) 
 
Approved by the Board of Directors on April 4, 2023: 
 

“Daniel Kunz” Director  “Paul Sweeney” Director 

 
 
 



PRIME MINING CORP. 
CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS 
(In Canadian dollars) 

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

 

  
 Year ended  

Eight  
months ended  Year ended 

   December 31,  December 31,  April 30, 
 Note  2022  2021  2021 

        
Operating expenses        
Exploration and evaluation  8 $  17,732,405  $ 7,360,236 $ 4,372,134 
General and administrative 5   7,381,989   6,253,384  5,959,628 
Value added tax provision 6   2,686,907   944,076  601,156 
Depreciation  7   176,242   154,183  106,766 
Financing    19,727   2,288  23,286 
Foreign exchange gain    (447,753)  (305,421)  3,641 
        

Loss from operations   (27,549,517)  (14,408,746)  (11,066,611) 
        
Gain on sale of Auramex  1  -  -  239,379 
Interest income   177,257  42,547  1,528 
Rent recovery   -  68,857  125,706 
        

Loss and comprehensive loss for the period  $ (27,372,260) $ (14,297,342) $ (10,699,998) 

        
Weighted average shares outstanding - 
basic and diluted   113,093,941  108,431,911  83,134,498 
Loss per share - basic and diluted  $ (0.24) $ (0.13) $ (0.13) 

 
 
 
 
 
 
 



PRIME MINING CORP. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In Canadian dollars) 

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

 

 
 Year ended  

Eight  
months ended  Year ended 

  December 31,  December 31,  April 30, 
  2022  2021  2021 

       
OPERATING ACTIVITIES        
Loss for the period $ (27,372,260) $ (14,297,342) $ (10,699,998) 
Items not affecting cash:       
Depreciation  176,242  154,183  106,766 
Interest income   (177,257)  (42,547)  (1,528) 
Share-based compensation    4,143,316  4,381,511  3,553,678 
Financing expense  19,727  2,288  23,286 
Equipment disposal   31,606  -  - 
Gain on derecognition of right-of-use asset  -  (1,786)  -  
Gain on sale of Auramex  -  -  (239,379) 
Consulting services   139,144  -  - 
Foreign exchange  8,826  (3,253)  16,696  
       
Change in non-cash working capital items:        
Receivables   (29,243)  49,277  69,197 
VAT receivables  12,030  -  - 
Prepaid expenses   (30,777)  57,013  267,455 
Trade payables and accruals   (231,617)  635,893  371,877 

Cash used in operating activities   (23,310,263)  (9,064,763)  (6,531,950) 

       
FINANCING ACTIVITIES       
Shares issued for cash  21,395,250  6,264,311  44,424,413 
Share issuance costs  (1,528,026)  (156,383)  (2,408,562) 
Share subscriptions received  -  -  220,000 
Lease liabilities payments   (58,008)  (46,143)  (82,563) 
Repayment of loans  -  -  (1,000,000) 
Finance expense  -  -  (164,678) 

Cash provided by financing activities   19,809,216  6,061,785  40,988,610 

       
INVESTING ACTIVITIES       
Value added tax receivable   -  -  (1,123,365) 
Exploration and evaluation asset   -  (1,229,400)  (2,281,700) 
Purchase of equipment   (278,483)  (423,268)  (47,137) 
Interest received  177,257  42,547  1,528 

Cash used in investing activities   (101,226)  (1,610,121)  (3,450,674) 

       
(Decrease) increase in cash   (3,602,273)  (4,613,099)  31,005,986 

Cash, beginning of period   27,413,707  32,026,806  1,020,820 

Cash, end of period $ 23,811,434 $ 27,413,707 $ 32,026,806 

 
Supplemental disclosure with respect to cash flows (note 16) 
 
 
 
 



PRIME MINING CORP. 
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 
(In Canadian dollars)  

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

 

 

Note 
Common 

shares  
Share 

capital  

Obligation 
to issue 

shares  Reserves  Deficit  
Shareholders’ 

equity 

At December 31, 2021  112,573,205 $ 100,113,471 $ - $ 13,466,551 $ (74,265,430) $ 39,314,592 
Private placement, net of share issuance 
costs 11b)  14,030,000    19,438,003   -  -  -   19,438,003  
Shares issued for consulting services  11b)  74,013    139,144   -  -  -   139,144  
Stock options exercised  11b) 250,000  174,721  -  (74,721)  -  100,000 
Warrants exercised 11b) 227,500  250,250  -  -  -  250,250 
Share-based compensation  11d) -  -  -  4,143,316  -  4,143,316 
Loss for the year  -  -  -  -  (27,372,260)  (27,372,260) 

At December 31, 2022  127,154,718 $ 120,115,589 $ - $ 17,535,146 $ (101,637,690) $ 36,013,045 

             
             

 

Note 
Common 

shares  
Share 

capital  

Obligation 
to issue 

shares  Reserves  Deficit  
Shareholders’ 

equity 

At April 30, 2021   100,841,583 $ 93,072,150 $ 220,000 $ 9,654,732 $ (59,968,088) $ 42,978,794 
Share issuance costs  -  (12,682)  -  -  -  (12,682) 
Stock options exercised  11b) 265,000  259,669  -  (108,669)  -  151,000 
Warrants exercised 11b) 11,266,622  6,574,334  -  (461,023)  -  6,113,311 
Warrants exercise proceeds received 11b) 200,000  220,000  (220,000)  -  -  - 
Stock-based compensation 11d) -  -  -  4,381,511  -  4,381,511 
Loss for the period  -  -  -  -  (14,297,342)  (14,297,342) 

At December 31, 2021  112,573,205 $ 100,113,471 $ - $ 13,466,551 $ (74,265,430) $ 39,314,592 

 
  



PRIME MINING CORP. 
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 
(In Canadian dollars)  

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

 

 

Note 
Common 

shares  
Share 

capital  

Obligation 
to issue 

shares  Reserves  Deficit  
Shareholders’ 

equity 

At April 30, 2020   59,599,382 $ 49,827,410 $ - $ 6,768,644 $ (49,268,090) $ 7,327,964 
Private placement, net of  
share issuance costs – June 2020 11b) 20,000,000  9,431,470  -  -  -  9,431,470 
Shares issued for property acquisition   330,000  465,000  -  -  -  465,000 
Private placement, net of share issuance 
costs – April 2021   9,746,250  26,767,705  -  -  -  26,767,705 
Stock options exercised  11b) 2,500,000  1,765,513  -  (755,513)  -  1,010,000 
Warrants exercised   8,665,951  4,815,052  -  (152,077)  -  4,662,975 
Warrant exercise proceeds received   -  -  220,000  -  -  220,000 
Warrants issued to financial advisory 
firm  -  -  -  240,000  -  240,000 
Stock-based compensation 11d) -  -  -  3,553,678  -  3,553,678 
Loss for the year  -  -  -  -  (10,699,998)  (10,699,998) 

At April 30, 2021   100,841,583 $ 93,072,150 $ 220,000 $ 9,654,732 $ (59,968,088) $ 42,978,794 



PRIME MINING CORP. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
For the year ended December 31, 2022, the eight months ended December 31, 2021  
and the year ended April 30, 2021 
(In Canadian dollars, except share numbers)  

  

5 
 

1. Nature and continuance of operations  
 
Prime Mining Corp. (“Prime” or “the Company”) was incorporated on May 14, 1981, under the laws of the 
Province of British Columbia, Canada. The Company acquires, explores, and develops interests in mineral 
projects in Mexico. 
 
The Company’s subsidiaries are as follows:  
 

Subsidiary   Jurisdiction Operating status  

Minera Amari SA de CV (“Minera Amari”) Mexico Los Reyes Project  
Exploracion Auramex SA de CV (“Auramex”) (1) Mexico Magenta Project 
ePower Metals SA de CV Mexico Holding mineral claims 
Argus Metals (BGI) Inc. (2) Barbados Inactive  
ePower Metalen Suriname Inactive 

 
(1) On April 30, 2021, the Company divested Auramex for $nil consideration resulting in a gain on sale of 

$239,379. 
(2) Argus Metals (BGI) Inc. was dissolved during the year ended December 31, 2022.  
 
The Company is listed for trading on the TSX Venture Exchange (“TSX-V” or the “Exchange”) under the symbol 
PRYM. The Company’s head office and principal place of business is located at Suite 710, 1030 West Georgia 
Street, Vancouver, BC, V6E 2Y3. The Company’s registered and records office is located at Suite 2200, 885 West 
Georgia Street, Vancouver, BC, V6C 3E8. 
 
The business of exploring for and mining of minerals involves a high degree of risk and there can be no assurance 
that current exploration programs will result in profitable mining operations. 
 
The Company has not generated revenue from operations. The Company recorded a loss of $27,372,260 during 
the year ended December 31, 2022 and, as of that date, the Company’s deficit was $101,637,690. As the 
Company is in the exploration stage, the recoverability of the costs incurred to date on exploration properties 
is dependent upon the existence of economically recoverable reserves, the ability of the Company to obtain the 
necessary financing to complete the exploration and development of its properties and upon future profitable 
production or proceeds from the disposition of the properties and deferred exploration expenditures. The 
Company will periodically have to raise funds to continue operations and, although it has been successful in 
doing so in the past, there is no assurance it will be able to do so in the future. The Company had cash of 
$23,811,434 at December 31, 2022 that the Company estimates will be sufficient to maintain operations for at 
least the next twelve months. 
 
There are many external factors that can adversely affect general workforces, economies and financial markets 
globally. Examples include, but are not limited to, the COVID-19 global pandemic and political conflict in other 
regions. 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.  
 

  



PRIME MINING CORP. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
For the year ended December 31, 2022, the eight months ended December 31, 2021  
and the year ended April 30, 2021 
(In Canadian dollars, except share numbers)  
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2. Basis of preparation 
 

 Change of year end  
 
During the eight months ended December 31, 2021, the Company changed its fiscal year end from April 30 to 
December 31. The Company’s transition period is the eight months ended December 31, 2021. The new financial 
year aligns the Company with its Mexican subsidiaries. Further, there is better alignment with the Company’s 
peers in the mineral resources sector to facilitate assessment of the Company’s business performance.   
 

 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 
interpretations issued by the International Financial Reporting Interpretation Committee (“IFRIC”) effective for 
the year ended December 31, 2022. 
 
These consolidated financial statements were approved by the Board of Directors and authorized for issue on 
April 4, 2023.   
 

 Basis of measurement  
 
The consolidated financial statements have been prepared using the historical cost basis, except for certain 
financial instruments carried at fair value. The measurement bases are fully described in the accounting policies 
below. The consolidated financial statements have been prepared using the accrual basis of accounting, except 
for cash flow information. 
 

 Functional currency and presentation currency  
 
The consolidated financial statements are presented in Canadian dollars, which is the functional currency of the 
Company and its subsidiaries. 
 

 Comparatives 
 
Certain comparatives have been reclassified to the current period’s presentation.  
 

3. Significant accounting policies  
 
The significant accounting policies used in the preparation of these consolidated financial statements are as 
follows:  
 

 Basis of consolidation  
 
These consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries, 
Auramex until sold, Minera Amari, ePower Metals SA de CV, Argus Metals (BGI) Inc. until dissolved, and ePower 
Metalen. 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. All significant intercompany 
transactions and balances have been eliminated upon consolidation. 
 

  



PRIME MINING CORP. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
For the year ended December 31, 2022, the eight months ended December 31, 2021  
and the year ended April 30, 2021 
(In Canadian dollars, except share numbers)  
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 Foreign currency transaction  
 
Foreign currency amounts are translated into each entity’s functional currency as follows: 
 
At the transaction date, each asset, liability, revenue and expense denominated in a foreign currency is 
translated into the entity’s functional currency by the use of the exchange rate in effect at that date. At the 
period-end date, unsettled monetary assets and liabilities are translated into the functional currency by using 
the exchange rate in effect at the period-end date and the related translation differences are recognized in 
profit or loss. 
 
Non-monetary assets and liabilities that are measured at historical cost are translated into the functional 
currency by using the exchange rate in effect at the date of the initial transaction and are not subsequently 
restated. Non-monetary assets and liabilities that are measured at fair value or a revalued amount are translated 
into the functional currency by using the exchange rate in effect at the date the value is determined and the 
related translation differences are recognized in profit or loss or other comprehensive loss consistent with 
where the gain or loss on the underlying non-monetary asset or liability has been recognized. 
 

 Cash and cash equivalents  
 
Cash and cash equivalents includes cash on hand, demand deposits with financial institutions and other short 
term, highly liquid investments with original maturities of three months or less that are readily convertible to 
known amounts of cash and subject to an insignificant risk of change in value. For statement of cash flow 
presentation purposes, cash and cash equivalents includes bank overdrafts. For the years presented, the 
Company was only holding cash. 
 

 Value added tax receivable  
 
Non-current tax receivable consists of a value added tax (“VAT”) receivable which represents a tax payment 
relating to the Los Reyes project acquisition paid by the Company in Mexico which is refundable from the 
Mexican government. The recovery of VAT receivable involves a complex application process, and the timing 
and success of collection is uncertain.  
 

 Mineral exploration and evaluation expenditures  
 

i. Pre-exploration costs 
 

Pre-exploration costs are expensed in the year in which they are incurred.  
 

ii. Exploration and evaluation expenditures 
 
The costs of acquiring exploration properties, including transaction costs, are capitalized as exploration and 
evaluation assets. Costs incurred prior to the legal right to explore is obtained, are expensed in the period 
in which they are incurred.  
 
The Company expenses exploration and evaluation expenditure until such time that an appropriate 
economic assessment has been completed and there is confidence that permits can be obtained to develop 
the project. 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.  



PRIME MINING CORP. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
For the year ended December 31, 2022, the eight months ended December 31, 2021  
and the year ended April 30, 2021 
(In Canadian dollars, except share numbers)  
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When a project is deemed to no longer have commercially viable prospects to the Company, capitalized 
costs in respect of that project are deemed to be impaired. As a result, those capitalized exploration and 
evaluation expenditure costs, in excess of estimated recoveries, are written off to profit or loss. 

 
The Company assesses exploration and evaluation assets for impairment when facts and circumstances 
suggest that the carrying amount of an asset may exceed its recoverable amount. The recoverable amount 
is the higher of the asset's fair value less costs to sell or value in use.  
 
Once the technical feasibility and commercial viability of extracting the mineral resource has been 
determined, the property is considered to be a mine under development and is classified as 'mines under 
construction'. Exploration and evaluation assets are also tested for impairment before the assets are 
transferred to development properties. As the Company currently has no operational income, any 
incidental revenues earned in connection with exploration and evaluation assets are applied as a reduction 
to capitalized costs. 

 
 Reclamation deposits  

 
Deposits which are subject to contractual restrictions on use are classified separately as reclamation deposits. 
Reclamation deposits are recorded at amortized cost. 
 

 Equipment  
 

i. Recognition and measurement 
 
On initial recognition, equipment is valued at cost, being the purchase price and directly attributable cost 
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 items. The 
corresponding liability is recognized within provisions. 
 
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 equipment have different useful lives, they are accounted for as separate items 
(major components) of property and equipment. 

 
ii. Subsequent costs 

 
The cost of replacing part of an item of 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 and equipment are recognized in profit or loss as incurred. 

 
iii. Major maintenance and repairs 

 
Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. All other repairs and maintenance are 
charged to profit or loss during the year in which they are incurred. 



PRIME MINING CORP. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  
For the year ended December 31, 2022, the eight months ended December 31, 2021  
and the year ended April 30, 2021 
(In Canadian dollars, except share numbers)  
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iv. Gains and losses 
 
Gains and losses on disposal of an item of property and equipment are determined by comparing the 
proceeds from disposal with the carrying amount and are recognized in profit and loss. 
 

v. Depreciation 
 
Depreciation is recognized in profit or loss and is provided on a declining-balance basis and on a straight- 
line basis over the estimated useful life of the assets as follows: 

 
Office and equipment 10% - 100% declining balance 
Project equipment  10% declining balance 
Right-of-use assets straight line   

 
Depreciation methods, useful lives and residual values are reviewed at each financial year-end and adjusted 
if appropriate. 

 
 Leases  

 
The Company assesses whether a contract is or contains a lease, at the inception of a contract. The Company 
recognizes a right-of-use (“ROU”) asset and a corresponding lease liability with respect to all lease arrangements 
in which it is the lessee, at the commencement of the lease, with the following exceptions: 
 
i. the Company has elected not to recognize ROU assets and liabilities for leases where the total lease term 

is less than or equal to 12 months, or  
ii. for leases of low value. The payments for such leases are recognized in profit or loss on a straight-line 

basis over the lease term. 
 
The ROU asset is initially measured based on the present value of lease payments, lease payments made at or 
before the commencement day, and any initial direct costs. They are subsequently measured at cost less 
accumulated depreciation and impairment losses. The ROU asset is depreciated over the shorter of the lease 
term or the useful life of the underlying asset. The ROU asset is subject to testing for impairment if there is an 
indicator of impairment. 
 
The lease liability is initially measured at the present value of lease payments that are not paid at the 
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily 
determined, the Company uses its incremental borrowing rate. Lease payments include fixed payments less any 
lease incentives, and any variable lease payments where variability depends on an index or rate. When the lease 
contains an extension or purchase option that the Company considers reasonably certain to be exercised, the 
cost of the option is included in the lease payments. 
 
ROU assets are included in property and equipment, and the lease liability is presented as a separate line in the 
consolidated statement of financial position. Variable lease payments that do not depend on an index or rate 
are not included in the measurement of the ROU asset and lease liability. The related payments are recognized 
as an expense in the period in which the triggering event occurs and are included in profit or loss.  
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 Impairment of non-financial assets  
 
Impairment tests on intangible assets with indefinite useful economic lives are undertaken annually at the 
financial year-end. Other non-financial assets, including exploration and evaluation assets 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, which is the lowest group 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 performs impairment testing on each cash-generating unit. 
 
An impairment loss is charged to profit or loss, except to the extent it reverses gains previously recognized in 
accumulated other comprehensive loss/income. 
 

 Financial instruments  
 

i. Classification 
 
The Company classifies its financial instruments in the following categories: at fair value through profit and 
loss ("FVTPL"), at fair value through comprehensive income (loss) ("FVTOCI"), or at amortized cost. The 
Company determines the classification of financial assets at initial recognition. The classification of debt 
instruments is driven by the Company's business model for managing the financial assets and their 
contractual cash flow characteristics. Equity instruments that are held for trading are classified as FVTPL. 
For other equity instruments, on the day of acquisition the Company can make an irrevocable election (on 
an instrument-by-instrument basis) to designate them as at FVTOCI. Financial liabilities are measured at 
amortized cost, unless they are required to be measured at FVTPL (such as instruments held for trading or 
derivatives) or the Company has opted to measure them at FVTPL. 

 
Financial assets/liabilities  Classification in IFRS 9 
Cash  FVTPL 
Receivables  Amortized cost 
Trade payables and accruals   Amortized cost 
Long-term payable  Amortized cost 
Lease liabilities  Amortized cost 

 
ii. Measurement 

 
Financial assets and liabilities at amortized cost 
Financial assets and liabilities at amortized cost are initially recognized at fair value plus or minus 
transaction costs, respectively, and subsequently carried at amortized cost less any impairment. 
 
Financial assets and liabilities at FVTPL 
Financial assets and liabilities carried at FVTPL are initially recognized at fair value and transaction costs are 
expensed in profit or loss. Realized and unrealized gains and losses arising from changes in the fair value of 
the financial assets and liabilities held at FVTPL are included in profit or loss in the period in which they 
arise. 
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Impairment of financial assets at amortized cost 
An "expected credit loss" impairment model applies which requires a loss allowance to be recognized based 
on expected credit losses. The estimated present value of future cash flows associated with the asset is 
determined and an impairment loss is recognized for the difference between this amount and the carrying 
amount as follow: the carrying amount of the asset is reduced to estimated present value of the future cash 
flows associated with the asset, discounted at the financial asset's original effective interest rate, either 
directly or through the use of an allowance account and the resulting loss is recognized in profit and loss 
for the period. 
 
In a subsequent period, if the amount of the impairment loss related to financial assets measured at 
amortized cost decreases, the previously recognized impairment loss is reversed through profit or loss to 
the extent that the carrying amount of the investment at the date the impairment is reversed does not 
exceed what the amortized cost would have been had the impairment not been recognized. 
 

iii. Derecognition  
 
Financial assets 
The Company derecognizes financial assets only when the contractual rights to cash flows from the financial 
assets expire, or when it transfers the financial assets and substantially all of the associated risks and 
rewards of ownership to another entity. Gains or losses on the derecognition are generally recognized in 
profit or loss. 

 
 Provision  

 
i. Rehabilitation Provision 

 
The Company is subject to various government laws and regulations relating to environmental disturbances 
caused by exploration and evaluation activities. The Company records the present value of the estimated 
costs of legal and constructive obligations required to restore the exploration sites in the year in which the 
obligation is incurred. The nature of the rehabilitation activities include restoration, reclamation and re- 
vegetation of the affected exploration sites. 
 
The rehabilitation provision generally arises when the environmental disturbance is subject to government 
laws and regulations. When the liability is recognized, the present value of the estimated costs is capitalized 
by increasing the carrying amount of the related exploration properties. Over time, the discounted liability 
is increased for the changes in present value based on current market discount rates and liability specific 
risks. 
 
Additional environment disturbances or changes in rehabilitation costs will be recognized as additions to 
the corresponding assets and rehabilitation liability in the year in which they occur. 
 

ii. Other Provisions 
 
Provisions are recognized for liabilities of uncertain timing or amount that have arisen as a result of past 
transactions, including legal or constructive obligations. The provision is measured at the best estimate of 
the expenditure required to settle the obligation at the reporting date. 
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 Income taxes  
 
Income tax expense comprises current and deferred tax expense. Current tax and deferred tax expense are 
recognized in profit or loss except to the extent that they relate to a business combination or items recognized 
directly in equity or in other comprehensive loss/income. 
 
Current income taxes are recognized for the estimated income taxes payable or receivable on taxable income 
or loss for the current year and any adjustment to income taxes payable in respect of previous years. Current 
income taxes are determined using tax rates and tax laws that have been enacted or substantively enacted by 
the year-end date. 
 
Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs from 
its tax base, except for taxable temporary differences arising on the initial recognition of goodwill and temporary 
differences arising on the initial recognition of an asset or liability in a transaction which is not a business 
combination and at the time of the transaction affects neither accounting nor taxable profit or loss. 
 
Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences is 
restricted to those instances where it is probable that future taxable profit will be available against which the 
deferred tax asset can be utilized. At the end of each reporting year the Company reassesses unrecognized 
deferred tax assets. The Company recognizes a previously unrecognized deferred tax asset to the extent that it 
has become probable that future taxable profit will allow the deferred tax asset to be recovered. 
 

 Share capital  
 
Equity instruments are contracts that give a residual interest in the net assets of the Company. 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, restricted share units, share 
warrants, options and flow-through shares 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. 
 

 Warrants issued in equity financing transactions  
 
The Company engages in equity financing transactions to obtain the funds necessary to continue operations and 
explore and evaluate mineral properties. These equity financing transactions may involve issuance of common 
shares or units. A unit comprises a certain number of common shares and a certain number of share purchase 
warrants. Depending on the terms and conditions of each equity financing agreement, the warrants are 
exercisable into additional common shares prior to expiry at a price stipulated by the agreement. Warrants that 
are part of units are valued based on the residual value method and included in share capital with the common 
shares that were concurrently issued. Warrants that are issued as payment for an agency fee or other 
transactions costs are accounted for as share-based payments. 
 

 Loss per share  
 
Basic earnings (loss) per share is computed by dividing the net income or loss applicable to common shares of 
the Company by the weighted average number of common shares outstanding for the relevant year. 
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Diluted earnings (loss) per common share is computed by dividing the net income or loss applicable to common 
shares by the sum of the weighted average number of common shares issued and outstanding and all additional 
common shares that would have been outstanding, if potentially dilutive instruments were converted. For the 
years presented, this calculation provides to be anti-dilutive.  
 

 Share-based payments  
 

i. Stock option and warrants  
 

Where equity-settled share options are awarded to employees, the fair value of the options at the date of 
grant is charged to operations 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. 
 
Where the terms and conditions of options are modified before they vest, the increase in the fair value of 
the options, measured immediately before and after the modification, is also charged to profit or loss over 
the remaining vesting period. 
 
Where equity instruments are granted to 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 profit or loss. 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 use of a valuation model. 
 
All equity-settled share-based payments are reflected in reserves, until exercised. Upon exercise, shares 
are issued from treasury and the amount reflected in reserves is credited to share capital, adjusted for any 
consideration paid. 
 

ii. Restricted share units (“RSUs”) 
 
The Company may grant RSUs to directors, officers and employes. Each RSU represents an entitlement to 
one common share of the Company, upon vesting. RSUs are redeemable for the issuance of shares only on 
the date of exercise. The Company measures the share-based compensation expense based on the quoted 
market price of the Company’s common shares on the grant date and recognizes the expense over the vesting 
period, with a corresponding increase in reserves. When RSUs are exercised, the initial recorded value is 
reversed from reserves and credited to share capital. 
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 New accounting standards issued and not yet effective  
 
Certain IFRS pronouncements that are mandatory for accounting years beginning on or after January 1, 2023 
have been issued. The Company anticipates that the application of these new and revised standards, 
amendments and interpretations will have no material impact on its results and financial position. 
 

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 loss 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 such judgements and estimates is contained in the description of accounting policies (note 
3) and other notes to the financial statements. Management has made the following critical accounting 
judgements and estimates: 
 

i. Critical judgments in applying accounting policies  
 

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

ii. Key sources of estimation uncertainty  
 
Rehabilitation provisions 
Rehabilitation provisions have been created based on the Company's internal estimates with future period 
amounts discounted to reflect the time value of money. Assumptions, based on the current economic 
environment, have been made which management believes are a reasonable basis upon which to estimate 
the future liability. These estimates take into account any material changes to the assumptions that occur 
when reviewed regularly by management. Estimates are reviewed annually and are based on current 
regulatory requirements. Significant changes in estimates of contamination, restoration standards and 
techniques will result in changes to provisions from period to period. Actual rehabilitation costs will 
ultimately depend on future market prices for the rehabilitation costs which will reflect the market 
condition at the time the rehabilitation costs are actually incurred. 
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Income tax 
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 the 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 it has adequately provided for the 
probable outcome of these matters; however, the final outcome may result in a materially different 
outcome than the amount included in the tax liabilities. 
 
In addition, the Company may recognize deferred tax assets relating to tax losses carried forward to the 
extent there are sufficient taxable temporary differences (deferred tax liabilities) relating to the same 
taxation authority and the same taxable entity against which the unused tax losses can be utilized. 
However, utilization of the tax losses also depends on the ability of the taxable entity to satisfy certain tests 
at the time the losses are recouped. 
 
Share-based payment transactions 
The Company measures the cost of equity-settled transactions with employees by reference to the fair 
value of the equity instruments at the date at which they are granted. 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 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 disclosed in note 11. 
 
VAT receivable  
The Company pays VAT on expenditures incurred in Mexico. Such VAT payments are considered to be 
refundable, however it involves a complex application process, and the timing and success of collection is 
uncertain.  
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5. General and administrative expense 
 

 
  Year ended  

Eight  
months ended  Year ended 

   December 31,  December 31,  April 30,  
 Note  2022  2021  2021 

Salaries, directors fees and 
personnel 14 $  1,780,414  $ 1,297,244 $ 1,431,087 
Consulting and professional fees 14   554,727  246,957  341,201 
Investor relations    384,554   65,192  321,304 
Office and other     518,978   262,480  312,358 
Share-based compensation 11d), 11e), 14   4,143,316   4,381,511  3,553,678 

  $  7,381,989  $ 6,253,384 $ 5,959,628 

 
6. Value added tax receivable  

 
Value added tax (“VAT”) receivable represents a tax payment paid by the Company in Mexico which are 
refundable from the Mexican government.  
 
The Company recorded the VAT paid on the purchase of Los Reyes Project resulting in a VAT receivable of 
US$827,586. During the year ended December 31, 2022, the Company received VAT of US$206,897 (2021 - $nil). 
At December 31, 2022, there remained a VAT receivable balance of $840,662 (US$620,690). Upon receipt of the 
VAT receivable the Company is required to settle the long-term payable (note 9).  
 
Value added tax provision  
 
The complex application process can impact the collectability and timing of funds from the government. As a 
result, the Company has recognized a provision for a portion of the VAT incurred during the reporting period.  
 
During the year ended December 31, 2022, the Company recorded a provision for VAT incurred of $2,686,907 
(eight months ended December 31, 2021 - $944,076; year ended April 30, 2021 - $601,156) related to additional 
Los Reyes Project expenditures. Since inception, the Company has recorded a VAT provision of $4,232,139. 
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7. Property and equipment 
 

  
Office 

equipment  
Right of 

use assets  
Project 

equipment  Total 

Cost         
At January 1, 2022 $ 66,905 $ 424,228 $ 514,992 $ 1,006,125 
Additions    9,558  -  268,925  278,483 

At December 31, 2022  76,463  424,228  783,917  1,284,608 

Accumulated depreciation         
At January 1, 2022  54,455  202,460  132,891  389,806 
Depreciation  7,552  46,392  122,298  176,242 
Disposal   -  -  31,606  31,606 

At December 31, 2022  62,007  248,852  286,795  597,654 

Carrying amount December 31, 2022 $ 14,456 $ 175,376 $ 497,122 $ 686,954 

         

  
Office  

equipment  
Right of 

use assets  
Project 

equipment  Total 

Cost         
At May 1, 2021 $ 66,905 $ 192,268 $ 163,311 $ 422,484 
Additions    -  231,960  351,681  583,641 

At December 31, 2021  66,905  424,228  514,992  1,006,125 

Accumulated depreciation          
At May 1, 2021  40,417  139,824  37,894  218,135 
Depreciation  14,038  45,148  94,997  154,183 
Disposal   -  17,488  -  17,488 

At December 31, 2021  54,455  202,460  132,891  389,806 

Carrying amount December 31, 2021 $ 12,450 $ 221,768 $ 382,101 $ 616,319 

         

  
Office  

equipment  
Right of 

use assets  
Project 

equipment  Total 

Cost         
At May 1, 2020 $ 62,965 $ 192,268 $ 120,114 $ 375,347 
Additions   3,940  -  43,197  47,137 

At April 30, 2021  66,905  192,268  163,311  422,484 

Accumulated depreciation          
At May 1, 2020  26,888  69,912  14,569  111,369 
Depreciation  13,529  69,912  23,325  106,766 

At April 30, 2021  40,417  139,824  37,894  218,135 

Carrying amount April 30, 2021 $ 26,488 $ 52,444 $ 125,417 $ 204,349 
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8. Exploration and evaluation asset and expenditures  
 

 Acquisition of the Los Reyes Project  
 
During August 2019 and subsequently amended, the Company closed the Los Reyes Assignment Agreement 
with Minera Alamos Inc. (“MAI”), Vista Gold Corp. (“Vista Gold”), and the Mexican subsidiaries of each of MAI 
and the Company, pursuant to which MAI assigned the rights to an option to earn a 100% interest in the Los 
Reyes Project in Sinaloa State, Mexico. During June 2021, the Company completed the final option payment 
cancelling all royalties and rights held by Vista Gold and completed the acquisition of the Los Reyes Project.  
 
During February 2020, the Company entered into a surface-rights agreement with local landowners. The 
Company has the right to extend the exploration period for up to two additional years by making an annual 
payment of US$20,000 in 2024 and US$30,000 in 2025. The Company may initiate construction of a mine at any 
time. If construction begins prior to February 2025, the annual payment will increase to US$30,000. Once 
commercial production starts, the annual payment will increase to US$200,000. The payments are subject to 
customary indexing for inflation. 
 
Acquisition costs capitalized as exploration assets are as follows: 
 

        Los Reyes Project 

At May 1, 2020       $ 7,531,775 
Additions (1)          3,753,393 

At April 30, 2021         11,285,168 
Additions (2)           1,229,400 

At December 31, 2021 and 2022       $ 12,514,568 

 
(1) During the year ended April 30, 2021, the Company paid US$2,600,000 to Vista Gold. towards the 

acquisition of the Los Reyes Project. Additionally, the Company issued 330,000 common shares valued at 
$465,000 related to finders’ fees.   

(2) During the eight months ended December 31, 2021, the Company paid the final option payment of 
US$1,000,000 to Vista Gold. 
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 Expenditures  
 

i. Los Reyes Project period expenditures  
 
Project expenditures during the year ended December 31, 2022, the eight months ended December 31, 
2021, and the year ended April 30, 2021, are summarized as follows: 

 

   
Year ended 

 Eight  
months ended  Year ended 

   December 31,  December 31,  April 30,  
 Note  2022  2021  2021 

Drilling  $  9,587,542  $ 3,919,809 $ 1,454,607 
Salaries and personnel 14   3,461,425   1,644,108  1,275,543 
Resource assaying, estimation and 
technical services 

 
  2,661,624   765,309  1,122,233 

Equipment and field supplies     1,573,495   547,575  229,168 
Land payments and maintenance     255,877   69,862  159,111 
General and administrative    192,442   413,573  131,472 

  $ 17,732,405 $ 7,360,236 $ 4,372,134 

 
ii. Los Reyes Projects cumulative expenditures  

 
Project expenditures since acquisition, are summarized as follows: 
 

       Total 

Drilling       $ 14,961,958 
Salaries and personnel       6,626,316 
Resource assaying, estimation and technical services        4,855,386  
Equipment and field supplies         2,649,554  
Land payments and maintenance         709,039  
General and administrative        830,786  

      $ 30,633,039 

 
9. Long-term payable  

 
The Los Reyes Amended Option Agreement requires the Company to reimburse Vista Gold 90% of the VAT 
receivable totalling US$744,828, associated with the Los Reyes Project purchase (notes 6 and 8) when the funds 
are received.  
 
During the year ended December 31, 2022, the Company received US$206,897 (2021 - $nil) of the VAT 
receivable. A payment of US$186,207 (2021 - $nil) was made to Vista Gold. The remaining payable amount of 
$756,596 (US$558,621) requires payment when the VAT receivable is collected.  
 
Collection of the VAT receivable is not expected within twelve months and accordingly the payable is presented 
as a non-current liability. 
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10. Lease liabilities  
 
The Company had a premises lease expiring January 31, 2022, with monthly payments of $6,510. On November 
1, 2021, the Company and the landlord agreed to relinquish the lease and enter into a new lease agreement. 
The new lease has a term of 5-years with monthly payments of $4,120 and an implicit interest rate of 10%. At 
December 31, 2022, the undiscounted lease liability was $195,532. 
 
The Company has a lease for office equipment over a term of five years with monthly payments of $370 and an 
implicit interest rate of 8%.  
 

 
  

Premises 
lease   

Equipment 
lease   Total  

Balance, April 30, 2020   $ 127,177 $ 11,343 $ 138,520 
Interest    7,305  719  8,024 
Payments    (78,120)  (4,443)  (82,563) 

Balance, April 30, 2021  $ 56,362 $ 7,619 $ 63,981 
Relinquishment    (19,274)  -  (19,274) 
Addition    199,704  -  199,704 
Interest    1,975  313  2,288 
Payments    (43,183)  (2,960)  (46,143) 

Balance, December 31, 2021  $ 195,584 $ 4,972 $ 200,556 
Interest    19,519  208  19,727 
Payments    (53,566)  (4,442)  (58,008) 

Balance, December 31, 2022  $ 161,537 $ 738 $ 162,275 

 
At December 31, 2022, the current and long-term lease liabilities were $35,850 and $126,425, respectively 
(December 31, 2021 - $46,522 and $154,034, respectively; April 30, 2021 - $60,384 and $3,597, respectively).  
 

11. Capital stock 
 

 Authorized share capital 
 
Unlimited number of common shares without par value. 
 

 Issued capital  
 
At December 31, 2022, there were 127,154,718 issued and outstanding common shares (December 31, 2021 - 
112,573,205; April 30, 2021 - 100,841,583). 
 
The Company had the following common share transactions during the year ended December 31, 2022: 

 On December 22, 2022, the Company closed a private placement of 14,030,000 units at a price of $1.50 per 
unit for gross proceeds of $21,045,000, with transaction costs of $1,606,997. Each unit consists of one 
common share and one common share purchase warrant exercisable at a price of $2.00 until December 22, 
2025. If the volume weighted average trading price of the common shares on the TSX-V for any ten 
consecutive trading days equals or exceeds $2.50, the Company may, upon providing written notice to the 
holders, accelerate the expiry date of the warrants to the date that is 20 days following the date of such 
written notice.  
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 In June 2022, the Company entered into an agreement whereby the Company will pay a financial advisory 
firm a fee of $450,000 to be paid over 24 months in units for consulting advisory services. Each unit consists 
of one common share and one common share purchase warrant. The Company issued 74,013 common 
shares with a fair value of $139,144 and 74,013 warrants (note 11c). 

 The Company issued 227,500 common shares for gross proceeds of $250,250 upon exercise of warrants. 

 The Company issued 250,000 common shares for gross proceeds of $100,000 upon exercise of options. 
 
The Company had the following common share transactions during the eight months ended December 31, 2021: 

 The Company issued 11,266,622 common shares for gross proceeds of $6,113,311 upon exercise of 
warrants. 

 The Company issued 265,000 common shares for gross proceeds of $151,000 upon exercise of options. 

 The Company issued 200,000 common shares to settle the exercise of warrants.  
 
The Company had the following common share transactions during the year ended April 30, 2021:  

 On April 27, 2021, the Company closed a private placement of 9,746,250 units at a price of $2.95 per unit 
for gross proceeds of $28,751,438, with transaction costs of $1,983,733. Each unit consists of one common 
share and one half of one common share purchase warrant exercisable at a price of $5.00 until April 27, 
2024.  

 On June 12, 2020, the Company closed a private placement of 20,000,000 units at a price of $0.50 per unit 
for gross proceeds of $10,000,000, with transaction costs of $568,530. Each unit consists of one common 
share and one common share purchase warrant exercisable at a price of $1.10 until June 12, 2025.  

 The Company issued 330,000 common shares valued at $465,000 related to finders’ fees (note 8).     

 The Company issued 8,665,951 common shares for gross proceeds of $4,662,975 upon exercise of warrants. 
Additionally, proceeds of $220,000 were received for which 200,000 common shares were issued 
subsequent to April 30, 2021.  

 The Company issued 2,500,000 common shares for gross proceeds of $1,010,000 upon exercise of options. 
 

 Warrants  
 
Warrant transactions and the number of warrants outstanding during the year ended December 31, 2022, the 
eight months ended December 31, 2021, and the year ended April 30, 2021, are summarized as follows: 
 

 Number of 
warrants  

Weighted average 
exercise price ($) 

Outstanding at April 30, 2020 18,588,525 0.50 
Granted  26,073,125 1.83 
Exercised (8,665,951) 0.54 

Outstanding at April 30, 2021 35,995,699 1.45 
Cancelled (5,952) 0.50 
Exercised (11,466,622) 0.55 

Outstanding at December 31, 2021 24,523,125 1.87 
Exercised (227,500) 1.10 
Granted 14,104,013 2.00 

Outstanding at December 31, 2022 38,399,638 1.93 
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Warrants outstanding at December 31, 2022, December 31, 2021, and April 30, 2021, are as follows: 
 

    Warrants outstanding at  

Issuance date  Expiry date  
Exercise 
price ($)  

December 31, 
2022 

December 31, 
2021 

April 30, 
2021 

August 28, 2019 August 28, 2021 0.50 - - 10,472,574 
June 12, 2020 (1) June 12, 2025 1.10 19,422,500 19,650,000 20,650,000 
December 22, 2022 (2) December 22, 2025  2.00 14,104,013 - - 
April 27, 2021 April 27, 2024 5.00 4,873,125 4,873,125 4,873,125 

 
(1) During the year ended April 30, 2021, the Company paid a financial advisory firm a fee of 1,200,000 warrants 

for consulting advisory services to be provided over 24 months. The warrants were valued at $240,000 
based on the fair value of the services. At December 31, 2022, $nil (December 31, 2021 - $50,000; April 30, 
2021 - $130,000) is included in prepaid expenses. 

(2)  During the year ended December 31, 2022, the Company paid a financial advisory firm a fee which included 
74,013 warrants for consulting advisory services. The fair value of the warrants assessed to be $nil on 
issuance.  
 

 Stock options  
 
The Company has a stock option plan by which the directors may grant options to purchase common shares to 
directors, officers, employees and service providers of the Company on terms that the directors may determine 
within the limitations set forth in the stock option plan (“the plan”). The maximum number of common shares 
issuable upon the exercise of options granted pursuant to the plan is set at 10% of the total issued common 
shares. The board of directors may grant options with a life of up to ten years, however options granted to date 
have a maximum term of five years. Vesting terms may be set by the board of directors. 
 
Stock option transactions and the number of stock options outstanding during the year ended December 31, 
2022, the eight months ended December 31, 2021, and the year ended April 30, 2021, are summarized as 
follows: 
 

 Number of share 
options  

Weighted average 
exercise price ($) 

Outstanding at April 30, 2020 5,455,000 0.40 
Granted  4,700,000 1.16 
Exercised (2,500,000) 0.40 
Forfeited  (90,000) 0.43 

Outstanding at April 30, 2021 7,565,000 0.87 
Granted  2,910,000 4.01 
Exercised (265,000) 0.57 

Outstanding at December 31, 2021 10,210,000 1.78 
Granted  1,275,000 2.51 
Forfeited (725,000) 3.51 
Exercised  (250,000) 0.40 

Outstanding at December 31, 2022 10,510,000 1.78 

Exercisable at December 31, 2022 9,301,667 1.68 
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Share options outstanding and exercisable at December 31, 2022, are as follows: 
 

Outstanding Exercisable 

Exercise 
price ($) 

Number of 
options  

Weighted 
average 
exercise 
price ($) 

Weighted 
average 

remaining life of 
options (years) 

Number of 
options 

exercisable 

Weighted 
average 

exercise price 
($) 

Remaining 
life of 

options 
(years) 

0.40 2,150,000 0.40 1.76 2,150,000 0.40 1.76 
0.42 250,000 0.42 2.11 250,000 0.42 2.11 
0.95 3,100,000 0.95 2.45 3,100,000 0.95 2.45 
1.30 700,000 1.30 2.50 700,000 1.30 2.50 
1.65 300,000 1.65 2.75 300,000 1.65 2.75 
1.75 125,000 1.75 2.96 125,000 1.75 2.96 
1.92 425,000 1.92 2.59 425,000 2.92 3.59 
2.05 875,000 2.05 4.63 - 2.05 4.63 
3.53 400,000 3.53 4.24 266,667 3.53 4.24 
4.18 2,185,000 4.18 3.73 1,985,000 4.18 3.73 

 10,510,000 1.78 2.84 9,301,667 1.68 2.64 

 
The fair value of stock options recognized during the year ended December 31, 2022, as an expense was 
$3,955,330 (eight months ended December 31, 2021- $4,381,511; year ended April 30, 2021 - $3,553,678). 
 
The following are the weighted average assumptions used for the Black-Scholes option pricing model valuation 
of share options granted during the year ended December 31, 2022, the eight months ended December 31, 
2021, and the year ended April 30 2021: 
 

  Year ended Eight months ended Year ended 
  December 31, December 31, April 30, 
  2022 2021 2021 

Risk-free interest rate  2.79% 1.01% 0.36% 
Expected life of options   5 years 5 years  5 years 
Annualized volatility  85.3% 82.7% 90.0% 
Forfeiture rate   - - - 
Dividend rate   - - - 
Weighted average grant-date fair value per option  $1.72 $2.63 $0.79 

 
The risk-free rate of periods within the expected life of the share option is based on the Canadian government 
bond rate. The annualized volatility and forfeiture rate assumptions are based on historical results. 
 

 Restricted share units  
 
The Company has a restricted share unit (“RSU”) plan by which the directors may grant RSUs to acquire common 
shares to directors, officers, and employees of the Company on terms that the directors may determine within 
the limitations set forth in the RSU plan. The maximum number of common shares issuable upon the vesting of 
RSUs granted pursuant to the RSU plan combined with other share-based compensation arrangements is set at 
10% of the total issued common shares. The board of directors may grant RSUs with a life of up to ten years. 
Vesting terms may be set by the board of directors. 
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During the year ended December 31, 2022, the Company granted 400,000 RSUs to an officer of the Company 
with a fair market value of $820,000. The RSUs vest in equal tranches on the first, second and third anniversary 
of the grant approval date. After the first anniversary, if the Company’s share price reaches a 30-day VWAP of 
$3.00 for the second third of unvested RSUs and $4.00 for the final third of unvested RSUs then the remaining 
vesting shall be accelerated and the respective RSUs shall become vested on the last day of the appropriate 30-
day period. No RSUs were granted in the comparative period.  
 

  Number of RSUs  

Outstanding at April 30, 2021 and December 31, 2021  - 
Granted   400,000 

Outstanding at December 31, 2022  400,000 

 
The fair value of the RSUs recognized during the year ended December 31, 2022, included in share-based 
compensation expense was $187,986 (eight months ended December 31, 2021 and year ended April 30, 2021 - 
$nil). 
 

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

  Year ended  Eight months ended  Year ended 
  December 31,  December 31,  April 30, 
  2022  2021  2021 

Loss for the year  $ (27,372,260) $ (14,297,342) $ (10,699,998) 
Combined Canadian federal and 
provincial income tax rates   27.0%  27.0%  27.0% 
Expected income tax (recovery)   (7,391,000)  (3,860,000)  (2,889,000) 

Items that cause an increase (decrease):        
Change in statutory, foreign tax, foreign 
exchange rates and other  (820,000)  (355,000)  128,000 
Permanent difference   1,180,000  1,055,000  859,000 
Share issue cost  (434,000)  (3,000)  (689,000) 
Adjustment to prior years provision 
versus statutory tax returns   (19,000)  12,000  - 
Change in unrecognized temporary 
differences   7,484,000  3,151,000  2,591,000 

Income tax expense (recovery) $ - $ - $ - 
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The significant components of the Company’s temporary differences, unused tax credits and unused tax losses 
that have not been included on the statement of financial position are as follows:  
 

  Year ended December 31,  Eight months ended December 31, 

  2022  
Expiry date 

range  2021  
Expiry date 

range 

Exploration and evaluation 
asset  $ 47,166,000  No expiry date $ 28,188,000  No expiry date 
Investment tax credit  49,000  2027 to 2030  49,000  2027 to 2030 
Property and equipment   341,000  No expiry date  203,000  No expiry date 
Share issue costs   2,714,000  2043 to 2046  2,117,000  2042 to 2046 
Allowable capital losses   9,053,000  No expiry date  9,053,000  No expiry date 
Non-capital losses available 
for further periods $ 20,503,000  2028 to 2042 $ 14,948,000  2027 to 2041 

 

    Year ended April 30, 

      2021  
Expiry date 

range 

Exploration and evaluation asset    $ 18,472,000  No expiry date 
Investment tax credit      49,000  2028 to 2031 
Property and equipment       91,000  No expiry date 
Share issue costs       2,571,000  2042 to 2045 
Allowable capital losses       8,834,000  No expiry date 
Non-capital losses available 
for further periods     $ 14,206,000  2027 to 2041 

 
Tax attributes are subject to review, and potential adjustment, by tax authorities.  
 

13. Loss per share  
 
The calculation of the basis and diluted loss per share is based on the following:  
 

  Year ended  Eight months ended  Year ended 
  December 31,  December 31,  April 30, 
  2022  2021  2021 

Loss for the year  $ (27,372,260) $ (14,297,342) $ (10,699,998) 
Weighed average number of common 
shares outstanding 

 
113,093,941  108,431,911  83,134,498 

Loss per share, basic and diluted $ (0.24) $ (0.13) $ (0.13) 

 
Diluted loss per share for the year ended December 31, 2022, the eight months ended December 30, 2021, and 
year ended April 30, 2021, is equal to basic loss per share as the exercise of the 10,510,000 options (December 
31, 2021 - 10,210,000; April 30, 2021 - 7,565,000), 38,399,638 warrants (December 31, 2021 - 24,523,125; April 
30, 2021 - 35,995,699) and 400,000 RSUs (December 31, 2021 and April 30, 2021 - nil) would be anti-dilutive.  
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14. Related party transactions and balances 
 
Key management personnel are the persons responsible for the planning, directing and controlling the activities 
of the Company and includes both executive and non-executive directors, officers, and entities controlled by 
such persons. The Company considers all directors and officers of the Company to be key management 
personnel.  
 
Key management compensation includes:  
 

   Year ended  Eight months ended  Year ended 
   December 31,  December 31,  April 30, 
   2022  2021  2021 

Salaries, personnel and benefits (1)  $ 1,822,199 $ 1,338,608 $ 1,353,177 
Directors fees   268,685  140,920  175,401 
Consulting fees   55,993  -  - 
Share-based compensation    2,302,574  2,611,445  3,268,843 

  $ 4,449,451 $ 4,090,973 $ 4,797,421 

 
(1)  Salaries, personnel and benefits includes salaries of $414,096 (eight months ended December 31, 2021 - 

$205,000; year ended April 30, 2021 - $288,628) included in exploration and evaluation expenditures (note 
8b).  

 
Trade payables and accruals include $268,327 (December 31, 2021 - $593,070; April 30, 2021 - $16,250) owed 
to directors and officers of the Company. 
 
During the year ended April 30, 2021, the Company repaid the loan balance, interest and commitment fee owed 
to a director and officer of $1,164,678. 
 

15. Segmented information 
 
The Company has one reportable operating segment, being the acquisition and exploration of mineral 
properties. At December 31, 2022, December 31, 2021 and April 30, 2021, all exploration and evaluation asset 
and property and equipment were located in Canada and Mexico. 
 

  December 31,  December 31,  April 30, 
  2022  2021  2021 

Canada  $  189,832  $ 234,218 $ 78,932 
Mexico    13,011,690   12,896,669  11,410,585 

 $  13,201,522  $ 13,130,887 $ 11,489,517 
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16. Supplemental disclosure with respect to cash flows 
 

 
 Year ended  

Eight  
months ended  Year ended 

  December 31,  December 31,  April 30, 
  2022  2021  2021 

Grant date fair value of warrants exercised  $ - $ 461,023 $ 152,077 
Grant date fair value of stock options 
exercised  74,721  108,669  755,513 
Right of use asset disposal   -  17,488  - 
Lease liability relinquishment   -  19,274  - 
Recognition of lease liability   -  199,704  - 
Shares issued for obligation to issue shares   -  220,000  - 
Prepaid consulting fees paid with warrants   -  -  240,000 
Shares issued for exploration and evaluation 
assets  -  -  465,000 
Financing fee included in trade payable and 
accruals   78,971  (143,701)  143,701 
Non-current payables for exploration and 
evaluation assets $ - $ - $ 1,005,000 

 
17. Financial instruments and risk management  

 
 Interest rate risk  

 
The Company’s interest rate risk mainly arises from changes in the interest rates on cash. Cash generates 
interest based on market interest rates. At December 31, 2022, the Company was not subject to significant 
interest rate risk. 
 

 Credit risk  
 
Credit risk arises from the non-performance by counterparties of contractual financial obligations. The 
Company’s credit risk arises primarily with respect to money market investments. 
 
The Company manages its credit risk by investing only in high quality financial institutions. 
 
Non-current value added tax receivable consists of a tax payment relating to the Los Reyes project acquisition 
paid by the Company in Mexico. Such VAT payments are considered to be refundable from the Mexican 
government, however it involves a complex application process, and the timing and success of collection is 
uncertain. 
 
The Company’s maximum exposure to credit risk at the reporting date is the carrying value of cash and 
receivables. 
 

 Currency risk  
 
Currency risk is the risk that the fair value of future cash flows will fluctuate as a result of changes in foreign 
exchange rates. At December 31, 2022, the Company has activities in other countries which exposes the 
Company to foreign exchange risk. 
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With other variables unchanged, a 10% increase (decrease) in the Canadian dollar would have the following 
effect on loss for the period: 
 

  December 31,   December 31,   April 30, 
  2022  2021  2021 

US dollar $ (107,820) $ 245,308 $ 76,664 
Mexican peso $ 88,757 $ 95,710 $ 97,585 

 
The Company’s financial assets and liabilities denominated in foreign currencies are as follows: 
 

  December 31,   December 31,   April 30, 
  2022  2021  2021 

Cash $ 121,360 $ 3,927,517 $ 2,155,736 
VAT Receivable  884,805  1,049,214  1,016,690 
Payables and accruals  440,200  574,604  514,912 
Long-term payable  $ 756,596 $ 944,292 $ 915,021 

 
 Liquidity risk  

 
The Company manages liquidity risk by maintaining adequate cash balances. If necessary, the Company may 
raise funds through the issuance of debt, equity or sale of non-core assets. The Company attempts to ensure 
that there is sufficient capital to meet its obligations by continuously monitoring and reviewing actual and 
forecasted cash flows and matching the maturity profile of financial assets to development, capital and 
operating needs. 
 

 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: 
 

 Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for 

identical assets or liabilities; and 

 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 marker data (unobservable inputs). 

Cash is measured at fair value using Level 1. The carrying value of receivables, trade payables and accruals, long-
term payable and lease liability approximates their fair value due to the relatively current nature of those 
financial instruments. 
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18. Capital management  
 
The Company manages its capital, being the components of shareholders' equity, and makes adjustments to it, 
based on the funds available to the Company, in order to support the acquisition, exploration and development 
of mineral properties. The board of directors does not establish quantitative return on capital criteria for 
management, but rather relies on the expertise of the Company's management to sustain future development 
of the business. 
 
The Company has historically relied on the equity markets to fund its activities. In order to carry out planned 
exploration and pay for administrative costs, the Company will spend its existing working capital and raise 
additional funds as needed. The Company will continue to assess new properties and seek to acquire an interest 
in additional properties if it feels there is sufficient geologic or economic potential and if it has adequate financial 
resources to do so. 
 
Management reviews its capital management approach on an ongoing basis and believes that this approach, 
given the relative size of the Company, is reasonable. The Company is not subject to any external limitations on 
capital management and there were no changes to the Company's approach to capital management in the year 
ended December 31, 2022. 
 

19. Subsequent events 
 
Subsequent to December 31, 2022, the Company:  
 

 Granted 700,000 stock options at a price of $1.97. 

 Granted 307,838 deferred share units.  

 Issued 1,150,000 common shares for gross proceeds of $1,265,000 upon exercise of warrants.  
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