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NOTICE OF NO AUDITOR REVIEW OF
CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Under National Instrument 51-102, Part 4, subsection 4.3 (3) (a), if an auditor has not performed a review of the
condensed interim financial statements, they must be accompanied by a notice indicating that an auditor has not
reviewed the financial statements.
The accompanying unaudited condensed interim financial statements of the Company have been prepared by and are
the responsibility of the Company’s management.
The Company’s independent auditor has not performed a review of these financial statements in accordance with
standards established by the Chartered Professional Accountants of Canada for a review of interim financial statements
by an entity’s auditor.
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Approved by the Board of Directors:
“David Whittle”
Director

“Scott Trebilcock”
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The accompanying notes are an integral part of these condensed interim financial statements

KARUS GOLD CORP.
Condensed Interim Statements of Loss and Comprehensive Loss
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The accompanying notes are an integral part of these condensed interim financial statements

KARUS GOLD CORP.
Condensed Interim Statements of Cash Flows
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The accompanying notes are an integral part of these condensed interim financial statements
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Condensed Interim Statements of Changes in Shareholders’ Equity
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Common Shares
Number

Amount
$

Warrants
$

Reserves
$

December 31, 2020
Shares distributed to shareholders of KORE pursuant to Spinout
Shares issued pursuant to rights offering
Shares and warrants issued for private placements
Share issuance costs
Share-based payments
Net loss for the period
June 30, 2021

1
53,112,455
26,556,228
2,300,000
81,968,684

1
10,435,000
3,983,434
575,000
(74,145)
14,919,290

16,700
16,700

294,403
294,403

December 31, 2021
Shares issued for private placements (Note 4)
Units issued for debt (Note 4)
Shares issued pursuant to price protection provision (Note 4)
Share-based payments
Net loss for the period
June 30, 2022

84,799,313
5,714,286
95,454
301,055
90,910,108

16,191,819
1,292,528
45,921
105,371
17,635,639

190,601
6,579
197,180

737,106
602,101
242,811
1,582,018

The accompanying notes are an integral part of these condensed interim financial statements

Deficit
$

Total Equity
$

(1,852,621)
(1,852,621)

1
10,451,700
3,983,434
575,000
(74,145)
294,403
(1,852,621)
13,377,772

(6,141,766)
(1,377,508)
(7,519,274)

10,977,760
1,894,629
52,500
105,371
242,811
(1,377,508)
11,895,563

KARUS GOLD CORP.
Notes to the Condensed Interim Financial Statements
June 30, 2022
(Unaudited – Prepared by Management)
(Expressed in Canadian dollars)

1.

NATURE OF OPERATIONS AND GOING CONCERN

Karus Gold Corp. (the “Company”) was incorporated under the Business Corporations Act (British Columbia) (“BCBCA”)
on November 20, 2020 under the name 1275702 B.C. Ltd. and subsequently changed its name to Karus Gold Corp. on
December 11, 2020. The Company was incorporated as the target company for certain assets and liabilities spun out from
KORE Mining Ltd. (“KORE”). On January 25, 2021, KORE completed a plan of arrangement pursuant to which KORE
transferred to the Company all of KORE’s Canadian exploration properties, which included the FG Gold and Gold Creek
projects in the South Cariboo property, as well as its Yukon property and related equipment and exploration deposits, in
exchange for 53,112,455 shares of the Company, which were distributed to KORE shareholders on the basis of one share
of the Company for every two KORE shares held (the “Spinout”). The Company’s registered office is located at Suite
2500, 700 West Georgia Street, Vancouver, British Columbia, V7Y 1B3.
These financial statements have been prepared on the basis of accounting principles applicable to a going concern, which
assumes that the Company will continue in operation for the foreseeable future and will be able to realize its assets and
discharge its liabilities in the normal course of operations as they come due. In assessing whether the going concern
assumption is appropriate, management takes into account all available information about the future, which is at least, but
is not limited to, twelve months from the end of the reporting period.
As at June 30, 2022, the Company had working capital of $850,679 and has incurred net losses since inception, with a
deficit of $7,519,274. During the six months ended June 30, 2022, the Company used cash flows in operations of
$1,357,450 (2021-$1,974,471) and raised $2,000,000 from a private placement. The Company’s ability to continue to
operate and to carry out its planned exploration activities for the next twelve months, however, is uncertain and dependent
upon the continued financial support of its shareholders and on securing additional financing. There is no assurance that
any such initiatives will be sufficient and, as a result, this gives rise to a material uncertainty that may cast significant doubt
regarding the going concern assumption and, accordingly, the ultimate appropriateness of the use of accounting principles
applicable to a going concern. These condensed interim financial statements do not reflect the adjustments to the carrying
values of assets and liabilities and the reported expenses and statement of financial position classifications that would be
necessary if the Company were unable to realize its assets and settle its liabilities as a going concern in the normal course
of operations for the foreseeable future. These adjustments could be material.
2.

BASIS OF PRESENTATION

These unaudited condensed interim financial statements have been prepared in accordance with International Financial
Reporting Standards as issued by the International Accounting Standards Board (“IFRS”) as applicable to interim financial
reports, including International Accounting Standard 34, “Interim Financial Reporting”. These financial statements should
be read in conjunction with the annual financial statements for the year ended December 31, 2021, which have been
prepared in accordance with IFRS. The accounting policies adopted are consistent with those of the previous financial
year.
These unaudited condensed interim financial statements have been authorized for issue by the Board of Directors of the
Company on August 18, 2022.
Basis of Measurement
These financial statements have been prepared on a historical cost basis. The statements are presented in Canadian dollars
unless otherwise noted.
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Significant Accounting Estimates and Judgments
The preparation of the financial statements in accordance with IFRS requires management to make estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses. The
estimates and associated assumptions are based on historical experience and other factors believed to be reasonable under
the circumstances and result in judgments about the carrying value of assets and liabilities. Actual results could differ from
these estimates.
The significant judgments made by management in applying the Company’s accounting policies and key sources of
estimation uncertainty were consistent with those applied to the annual audited financial statements for the year ended
December 31, 2021.
3.

MINERAL PROPERTIES

South Cariboo Property
The Company holds a collection of claims in British Columbia comprising the South Cariboo property, which includes the
‘FG Gold project’ and the ‘Gold Creek project’, located in the Cariboo Mining Division, British Columbia, Canada.
As part of the FG Gold land holdings, the Company is subject to certain mineral property agreements, including certain
option agreements to acquire nearby and contiguous properties. The option agreements collectively have annual payments
ranging from $87,500 payable in 2021 up to $150,000 in 2025, for total option payments of $625,000 during this period.
In addition, one option agreement provides for the issuance of common shares of the Company with a fair market value at
the time of issuance ranging from $25,000 in 2021 increasing to $160,000 in 2025, for total share consideration of $410,000
during this period. One option agreement also requires total exploration expenditures of $75,000 during 2021 and 2022,
combined. These option agreements also impose a 1%-2% net smelter returns royalty (“NSR”), of which a portion can be
repurchased in certain cases, and one agreement requires a bonus payment of $1.50 per ounce identified as inferred,
indicated or measured in a 43-101 report on the specific claims in the agreement.
During the year ended December 31, 2021, the Company issued 90,909 shares pursuant to an option agreement with 2021
obligations of a cash payment of $25,000 and a share issuance with a value of $25,000. The 90,909 shares were issued as
full settlement of the 2021 obligations pursuant to this option agreement. As of June 30, 2022, if the Company were to
exercise its option pursuant to these agreements, it will be required to make cash payments of $537,500 and issue shares
with fair market value of $385,000 until 2025. Of this total, cash payments of $122,500 and common shares to be issued
worth $50,000 would be required during fiscal 2022, of which, $42,500 cash payment was made in July 2022.
Yukon Claims
As at December 31, 2021, the Company held a 100% interest in the White Gold Project, located in Yukon, Canada. The
property was subject to annual work commitments of $187,500. In May 2022, the Company terminated the agreement and
transferred the claims back to the original vendor. As such, the Company does not have any work commitments remaining
on these claims. As at June 30, 2022 and December 31, 2021, there was no cost capitalized for the Yukon Claims within
Mineral Properties on the statement of financial position.
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Details of the exploration and evaluation expenses incurred were as follows:
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4.

SHARE CAPITAL

Authorized
Unlimited number of common shares with no par value.
Issued and Outstanding
As at June 30, 2022, there were 90,910,108 common shares outstanding (December 31, 2021 – 84,799,313).
The Company had the following share transactions during the six months ended June 30, 2022:
● In January 2022, the Company issued 95,454 units in settlement of previously incurred management fees. Each
unit consists of one share and one-half share purchase warrant, where each whole warrant entitles the holder to
acquire an additional share of the Company at a price of $0.85 for a period of 24 months. The fair value of these
units was determined to be $52,500 (at $0.55 per unit) based on the Company’s recent unit private placements.
The Company allocated $6,579 to the warrants using the relative fair value method, where the fair value of the
warrants was determined using Black Scholes Option Pricing Model (“Black Scholes”) with the following
assumptions: interest rate of 1.27%, volatility of 75%, expected life of 2 years and a dividend yield of 0%.
●

In March 2022, the Company issued 5,714,286 common shares pursuant to a private placement for gross proceeds
of $2,000,000 through strategic investment by Yamana Gold Inc. (“Yamana”). Yamana has an option to invest a
further $3,000,000 at a price of $0.50 per share (for additional investment of 6,000,000 common shares),
exercisable at any time until March 28, 2025 (the “Yamana Option”). The total value of the investment was
allocated between share capital and reserves using the relative fair value method, where the fair value of the
Yamana Option was determined using Black Scholes with the following assumptions: share price of $0.35,
interest rate of 2.36%, volatility of 75%, expected life of 3 years and a dividend yield of 0%. Total value allocated
to the Yamana Option was $602,101.

The investment by Yamana includes certain rights, including a nomination of one individual to the board and technical
advisory committee, participation rights in subsequent share offerings, and top-up rights, subject to its exercising
the additional $3,000,000 investment and continuing to beneficially own or control not less than 5% of the
Company. As at the date of the condensed interim statement of financial position, Yamana owns approximately
6.3% of the issued and outstanding common shares of the Company.
The investment by Yamana also includes a price protection right (“Yamana Price Protection Right”) whereby the
Company is required to issue additional common shares should the Company, provided it is not listed and trading
on a stock exchange, issue common shares at a price less than $0.30 per common share (“Yamana Lower Per
Share Price”). The potential number of shares to be issued to Yamana are equal to the difference between the
$2,000,000 original investment divided by the Yamana Lower Share Price and 5,714,286, the number of shares
originally issued to Yamana by the Company.
The common shares issued as part of the units in the December 2021 offerings and the units issued in settlement of
management fees, as described above, also include a price protection right (“Price Protection Right”) whereby
the Company is required to issue additional common shares should the Company, provided it is not listed and
trading on a stock exchange, issues common shares at a price less than $0.55 per common share (“Lower Per
Share Price”). The number of shares to be issued are equal to the difference between the investment divided by
the Lower Per Share Price and the number of shares originally issued at $0.55.
During the six months ended June 30, 2022, these Price Protection Rights were triggered as a result of the investment
by Yamana and therefore the Company issued a further 301,055 common shares. The fair value of these shares
is considered to be $0.35 per share, being the price of the investment by Yamana, and they are treated as cost of
issuing the shares to Yamana. These shares were issued on April 4, 2022. The calculation of any future issuances
of common shares pursuant to the Price Protection Right would be based on a price of $0.35 per share compared
to the original trigger point of $0.55 per share.
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The issuance of additional shares under the Price Protection Right, including the Yamana Price Protection Right, is
limited to individual subscribers not holding more than 9.9% of the common shares outstanding of the Company.
Warrants
A summary of the warrant activity for the six months ended June 30, 2022, is as follows:
Number of warrants
outstanding
Balance, December 31, 2021

3,119,856

Weighted average
exercise price
$
0.79

Issued as settlement of management services fees
Balance, June 30, 2022

47,727
3,167,583

0.85
0.79

As at June 30, 2022, the following warrants were outstanding:

Expiry date
July 22, 2022
July 27, 2022
September 2, 2023
September 10, 2023
December 2, 2023
December 21, 2023
December 23, 2023
January 19, 2024

Number of warrants
outstanding
1,500,000
250,000
788,475
365,681
17,500
123,200
75,000
47,727
3,167,583

Exercise price
$
0.75
0.75
0.85
0.85
0.85
0.85
0.85
0.85
0.79

Stock Options
Pursuant to a rolling stock option plan (the “Option Plan”) for directors, officers, employees and consultants, approved
January 20, 2021, the Company may reserve a maximum of 10% of the issued and outstanding listed common shares, with
the exercise price to be determined on the date of issuance of the options. The term of options granted under the Option
Plan may not exceed five years and such options vest at terms to be determined by the board of directors at the time of the
grant, but the exercise price shall not be less than the price determined by the policies of the stock exchange on which the
Company’s common shares are then listed.
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A summary of the stock option activity for the six months ended June 30, 2022, is as follows:
Number of options
outstanding
Balance, December 31, 2021
Forfeited
Balance, June 30, 2022

4,300,000
(50,000)
4,250,000

Weighted average
exercise price
$
0.25
0.25
0.25

As at June 30, 2022, the following stock options, excluding the Yamana Option, were outstanding and exercisable:

Expiry date
March 7, 2026

Number of
options
outstanding
4,250,000

Number of
options
exercisable
2,300,000

Exercise price
$
0.25

The fair value of the stock options granted during the six months ended June 30, 2022 was $Nil (2021-$533,747) and was
determined using the Black Scholes option valuation model. During the three and six months ended June 30, 2022 a total
of $25,935 and $102,302 (2021- $106,730 and $141,850) respectively was recognized as share-based payments expense
in relation to the vesting of options.
Restricted Share Units (“RSUs”)
In January 2021, the Company’s shareholders approved the Omnibus Plan (“Omnibus Plan”), which is a fixed plan that
reserves for issuance a maximum of 5,303,746 common shares as equity-based compensation awards. Together with the
10% rolling stock option plan, only a maximum of 10% of instruments under the Omnibus Plan and Option Plan may be
granted to insiders. Awards under the Omnibus Plan may be granted in a form as designated by the Board, including
restricted share units, deferred share units and other performance-based instruments.
As at June 30, 2022 and December 31, 2021 the following RSUs were outstanding and exercisable:

Grant date
March 8, 2021

Number of RSUs
outstanding
2,605,000

Number of RSUs
exercisable
1,302,500

The RSUs granted are payable in common shares of the Company, vest in tranches over two years and are valid for a term
of five years. The Company calculated the fair market value of these RSUs on the grant date, being $651,250 and amortizes
it over the vesting period of each tranche. During the three and six months ended June 30, 2022 a total of $40,592 and
$140,509 (2021- $121,774 and $152,553) respectively was recognized as part of share-based payments expense.
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5.

RELATED PARTY TRANSACTIONS

Related Party Transactions
The Company shares office space and personnel with KORE and as a result, any related cost incurred is also shared. During
the three and six months ended June 30, 2022, such administrative transactions with KORE amounted to $5,386 and
$29,327 (2021 – $16,183 and $77,719), respectively.
As at June 30, 2022, total amount payable to KORE included within accounts payable was $170,639 (December 31, 2021
- $141,312).
During the six months ended June 30, 2022, the Company entered into a consulting agreement with the Chief Financial
Officer (“CFO”) of the Company for a monthly fee of $8,500 through Avisar Everyday Solutions Ltd. (“Avisar”), a
company where the CFO is a director and an officer, to provide accounting related services to the Company. During the
three and six months ended June 30, 2022, the Company incurred $17,000 (2021 - $nil) in professional fees to Avisar.
As at June 30, 2022 the total amount payable to Avisar was $9,240 (December 31, 2021-$nil). This amount is unsecured
and due on demand.
Key Management Compensation
Key management are those personnel having the authority and responsibility for planning, directing and controlling the
Company and include the Chairman, President & Chief Executive Officer, Chief Financial Officer, and Directors. During
the three and six months ended June 30, 2022, total key management compensation was $127,659 and $340,275 (2021$174,406 and $282,169), respectively, which includes management fees and salaries of $75,917 and $161,167 (2021$63,694 and $160,394) respectively, and share-based payments of $51,742 and $179,108 (2021- $110,712 and $121,775)
respectively.
Amounts owing to related parties are unsecured, non-interest bearing and due on demand. As at June 30, 2022, $49,671
(December 31, 2021 - $127,250) is due to key management personnel.
During the six months ended June 30, 2022, the Company settled $52,500 for previous management fees through issuance
of units. The common shares issued as part of these units also include the Price Protection Right (Note 4).
6.

RISK MANAGEMENT

Financial Risk Management
The main objectives of the Company’s risk management processes are to ensure that risks are properly identified and that
the capital base is adequate in relation to those risks. The principal risks to which the Company is exposed are described
below.
a. Credit Risk
Credit risk is the risk of potential loss to the Company if a counterparty to a financial instrument fails to meet its contractual
obligations. The Company’s credit risk is primarily attributable to its cash.
The Company has assessed its exposure to credit risk on its cash and has determined that such risk is minimal. The majority
of the Company’s cash is held with reputable financial institutions in Canada.
b. Liquidity Risk
Liquidity risk is the risk that the Company is not able to meet its financial obligations as they fall due. As at June 30, 2022,
the Company’s working capital was $850,679 with no long term monetary liabilities. The Company will seek additional
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financing through debt or equity offerings, but there can be no assurance that such financing will be available on terms
acceptable to the Company or at all (See Note 1). The Company’s approach to managing liquidity risk is to endeavor to
ensure that it will have sufficient liquidity to meet liabilities when they fall due. As at June 30, 2022, the Company had
cash of $1,267,285 to settle current liabilities of $467,072. The Company’s financial liabilities as at June 30, 2022 have
contractual maturities of 30 days or are due on demand and are subject to normal trade terms.
c. Interest Rate Risk
Interest rate risk is the risk arising from the effect of changes in prevailing interest rates on the Company’s financial
instruments. The Company holds its cash and cash equivalents on which it earns variable rates of interest and may therefore
be subject to a certain amount of risk, though this risk is considered by management to be immaterial.
d. Foreign Currency Risk
Foreign currency risk is the risk that the fair value of, or future cash flows from, the Company’s financial instruments will
fluctuate because of changes in foreign exchange rates. The Company maintains its cash reserves primarily in Canada and
the majority of the Company’s expenditures are denominated in Canadian dollars. The Company considers its exposure
to foreign currency risk to be immaterial.
Fair Values
The carrying values of cash, amounts receivable, deposits, and trade and other accounts payable approximate fair values
due to their short-term to maturity nature.
7.

SUBSEQUENT EVENTS
During July 2022, a total of 1,750,000 warrants expired unexercised.

