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DALE MATHESON CARR-HILTON LABONTE LLP
CHARTERED PROFESSIONAL ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT
To the Shareholders of Founders Metals Inc.
Opinion

We have audited the consolidated financial statements of Founders Metals Inc. (the “Company”), which comprise the
consolidated statement of financial position as at August 31, 2021, and the consolidated statements of loss and
comprehensive loss, changes in equity and cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies (collectively referred to as the “financial statements”).

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

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 Financial Statements section
of our report. We are independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Other Matter

The financial statements of the Company for the year ended August 31, 2020, were audited by another auditor who
expressed an unmodified opinion on those statements on December 18, 2020.

Other Information

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

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

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above and, in doing so, consider whether the other information is materially inconsistent with the financial statements
or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

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

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

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

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

Those charged with governance are responsible for overseeing the Company's financial reporting process.



Auditor's Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

o Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

The engagement partner on the audit resulting in this independent auditor's report is Matthew Gosden.

DML

DALE MATHESON CARR-HILTON LABONTE LLP
CHARTERED PROFESSIONAL ACCOUNTANTS
Vancouver, BC

January 27, 2022

kel MOORE

An independent firm
associated with Moore
Global Network Limited



FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Consolidated Statements of Financial Position
Expressed in Canadian Dollars

As at August 31 August 31
2021 2020

ASSETS

Current
Cash $ 3,292,639 S 247
Goods and services tax receivable 85,455 -
Prepaids and deposits 64,042 -
3,442,136 247
Equipment (note 4) 53,414 -
Exploration and evaluation properties (note 5) 7,205,823 -
$ 10,701,373 S 247

LIABILITIES

Current
Accounts payable and accrued liabilities S 182,380 S 232,854
Deferred flow-through liability (note 6) 184,800 -
367,180 232,854

EQUITY
Share capital (note 6) 11,090,972 206,000
Option and warrant reserve 597,486 14,400
Deficit (1,354,265) (453,007)
10,334,193 (232,607)
$ 10,701,373 S 247

Approved by the Board of Directors on January 27, 2022

Director (signed by) “Nicholas Stajduhar”

Director (signed by) “John Williamson”

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



FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Consolidated Statements of Loss and Comprehensive Loss
Expressed in Canadian Dollars

For the year ended

Expenses

Advertising and promotion (note 8)
General and administrative
Management fees (note 8)
Professional fees

Regulatory and filing fees

Other
Interest income

Settlement of flow-through liability (note 6)
Share-based compensation (note 6)

Net and comprehensive loss for the year
Basic and diluted loss per common share

Basic and diluted weighted average
number of common shares outstanding

August 31 August 31
2021 2020

S 109,464 S 264
30,303 284
118,600 15,000
257,592 34,409
39,531 18,696
(555,490) (68,653)
9,782 -

79,200 -
(434,750) (14,400)

$ (901,258) S (83,053)
$ (0.06) S (0.02)
14,234,244 4,297,422

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



FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Consolidated Statements of Changes in Equity

Expressed in Canadian Dollars

Balance at August 31, 2019
Share based compensation
Net loss

Balance at August 31, 2020
Shares issued for cash

Shares issued for property
Shares issued for debt settlement
Options issued

Warrants issued

Share issuance costs

Share issuance costs — non-cash
Flow-through liability

Net loss

Balance at August 31, 2021

Share capital Option and Deficit Total
warrant equity
reserve

$ 206,000 $ - $ (369,954) $ (163,954)

- 14,400 - 14,400

- - (83,053) (83,053)

$ 206,000 $ 14,400 $ (453,007) $ (232,607)
5,190,500 - - 5,190,500
6,390,000 - - 6,390,000
229,388 - - 229,388

- 434,750 - 434,750

- 148,336 - 148,336

(512,580) - - (512,580)
(148,336) - - (148,336)
(264,000) - - (264,000)

- - (901,258) (901,258)
$11,090,972 $ 597,486 $(1,354,265) $10,334,193

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



FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Consolidated Statements of Cash Flows
Expressed in Canadian Dollars

For the year ended

Cash provided by (used in):
Operating activities

Net loss

Items not affecting cash:
Share based compensation
Settlement of flow-through liability

Changes in non-cash working capital:
Goods and services tax receivable
Prepaids and deposits
Accounts payable and accrued liabilities
Cash used in operating activities

Investing activities

Exploration and evaluation property acquisition payments
Exploration and evaluation property exploration expenditures
Purchase of equipment

Cash used in investing activities

Financing activities

Proceeds from private placements
Cash share issuance costs

Cash provided by financing activities
Net increase (decrease) in cash

Cash, beginning of year

Cash, end of year

August 31 August 31
2021 2020
(901,258) (83,053)
434,750 14,400
(79,200) -
(545,708) 14,400
(85,455) -
(64,042) 9,269
13,768 24,009
(681,437) (35,375)
(377,103) -
(264,148) -
(62,840) -
(704,091) -
5,190,500 -
(512,580) -
4,677,920 -
3,292,392 (35,375)
247 35,622
3,292,639 247

As at August 31, 2021, $165,146 (2020 — $nil) of exploration and evaluation property expenditures are included in

accounts payable and accrued liabilities.

During the year ended August 31, 2021, the Company capitalized amortization of $9,426 (2020 - Snil) as exploration

and evaluation expenditures.

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



a)

FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Notes to the Consolidated Financial Statements
For the years ended August 31, 2021 and 2020
Expressed in Canadian Dollars

Nature of operations

Founders Metals Inc. (“Founders” or the “Company”), formerly Avalon Works Corp.(“Avalon”), was incorporated
under the Canada Business Corporations Act on April 6, 2000. The Company terminated its operations in 2007. On
July 31, 2009, the Company's Securities were delisted from the TSX Venture Exchange (“TSXV”). The Company
obtained its certificate of revival on November 9, 2018 and the revocation of cease trade orders on September 24,
2019.

On February 26, 2021, the Company acquired an aggregate 100% interest in the Elmtree Gold Project in northeast
New Brunswick (note 5). Effective March 25,2021, Avalon changed its name to Founders Metals Inc. and now trades
under the symbol “FDR” on the TSXV.

The address of the Company’s corporate office and principal place of business is 250 Southridge NW, Suite 300,
Edmonton, AB, T6H 4M9. The Company’s registered office is Suite 780 - 1111 West Hastings Street, Vancouver, BC
V6E 2J3. The Company’s principal business is to explore and develop the gold and mineral exploration Elmtree Gold
Project located in New Brunswick.

Basis of presentation

These financial statements of the Company comply with International Financial Reporting Standards (“IFRS”) as
issued by the International Accounting Standards Board (“IASB”) and interpretations of the International Financial
Reporting Interpretations Committee (“IFRIC”).

These financial statements were authorized for issue by the Board of Directors of the Company on January 27, 2022.

These financial statements are presented in Canadian Dollars, unless otherwise noted and have been prepared on a
historical cost basis. The Canadian dollar is the functional and presentation currency of the Company.

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these consolidated
financial statements, unless otherwise indicated.

Significant management estimates and judgments

The preparation of these financial statements requires management to make certain estimates, judgments and
assumptions that affect the amounts reported and disclosed in its financial statements and related notes. Those
include estimates that, by their nature, are uncertain and actual results could differ materially from those estimates.
The impacts of such estimates may require accounting adjustments based on future results. Revisions to accounting
estimates are recognized in the period in which the estimate is revised. The areas which require management to
make significant estimates, judgments and assumptions in determining carrying values include:



b)

c)

FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Notes to the Consolidated Financial Statements
For the years ended August 31, 2021 and 2020
Expressed in Canadian Dollars

Estimates and assumptions
Share-based compensation and non-cash share issuance costs

The Company measures the cost of equity-settled transactions with employees and consultants 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. The fair values of share-based compensation and non-cash share issuance costs
relating to the issuance of agents’ warrants and stock options are determined using the Black-Scholes Option
Pricing Model based on estimated fair values at the date of grant. The Black-Scholes Option Pricing Model utilizes
subjective assumptions such as expected price volatility, expected dividend yield and expected life of the equity
instruments. Changes in these assumptions can significantly affect the fair value estimates.

Judgments

Deferred taxes

The Company recognizes the deferred tax benefit related to deferred tax assets to the amount that is probable to
be realized. Assessing the recoverability of deferred tax assets requires management to make significant
judgments in connection with future taxable profits. In addition, future changes in tax laws could limit the ability
of the Company to obtain tax deductions from deferred tax assets.

Exploration and evaluation assets

The recorded costs of exploration and evaluation assets are not intended to reflect present or future values of
these assets. The assessment of indications of impairment loss and the reversal of an impairment loss and the
measuring of the recoverable amount when impairment tests have been prepared involve judgment. The recorded
costs are subject to measurement uncertainty and it is reasonably possible, based on existing knowledge, that
change in future conditions could require a material change in the recognized amount.

Going concern
The assessment of the Company’s ability to continue as a going concern involves judgment regarding future

funding available for its exploration projects and working capital requirements and whether there are events or
conditions that may give rise to significant uncertainty.

Cash

Cash is comprised of cash on hand and cash on deposit with the Company’s financial institution on which it earns
variable amounts of interest.

Financial instruments

The classification of a financial asset or liability is determined at the time of initial recognition. The Company does
not enter into derivative contracts.



FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Notes to the Consolidated Financial Statements
For the years ended August 31, 2021 and 2020
Expressed in Canadian Dollars

Financial assets

A financial asset is recognized when the Company has the contractual right to collect future cash flows. Financial
assets are derecognized when the contractual rights to the cash flows from the financial asset expire, or when the
financial asset and substantially all the risks and rewards are transferred. Financial assets are recognized at fair value
through profit or loss (“FVTPL”), fair value through other comprehensive income (“FVOCI”) or amortized cost.

Receivables are initially recognized at their fair value, less transaction costs and subsequently carried at amortized
cost using the effective interest method less impairment losses.

Financial liabilities

Financial liabilities that are not contingent consideration of an acquirer in a business combination, held for trading
or designated as at FVTPL, are measured at amortized cost using the effective interest method. Financial liabilities
classified FVTPL include financial liabilities held for trading and financial liabilities designated upon initial recognition
as FVTPL. Fair value changes on financial liabilities classified as FVTPL are recognized in the consolidated statements
of loss and comprehensive loss.

Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses on its financial assets. The amount of expected
credit losses is updated at each reporting period to reflect changes in credit risk since initial recognition of the
respective financial instruments. In applying this forward-looking approach, the Company separates instruments
into the below categories:

1. financial instruments that have not deteriorated significantly since initial recognition or that have low
credit risk.

2. financial instruments that have deteriorated significantly since initial recognition and whose credit
loss is not low.

3. financial instruments that have objective evidence of impairment at the reporting date.

12-month expected credit losses are recognized for the first category while ‘lifetime expected credit losses’ are
recognized for the second category.

The Company assesses at each reporting date whether there is evidence that a financial asset or a group of financial
assets is impaired. Evidence of impairment may include indications that a counter party is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganization and when indicators suggest that there are measurable decreases in
the estimated future cash flows.

The Company did not recognize any impairment of financial assets during the year ended August 31, 2021.
Income taxes

Income tax expense or recovery is comprised of current and deferred tax. Current tax and deferred tax are
recognized in profit or loss except to the extent that it relates to a business combination or items recognized directly
in equity or in other comprehensive loss. Current 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 taxes are determined using tax rates enacted or substantively enacted at the balance sheet
date.



FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Notes to the Consolidated Financial Statements
For the years ended August 31, 2021 and 2020
Expressed in Canadian Dollars

Deferred income taxes are recorded using the liability method where by 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 and loss. Deferred tax is measured at the tax rates that are expected to be
applied to temporary differences when they reverse, based on the laws that have been enacted or substantively
enacted by the statement of financial position date.

Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences is
restricted to the 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 period 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 the future taxable profit will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are offset only when the Company has a right and intention to offset current tax
assets and liabilities from the same taxation authority.

Exploration and evaluation assets

Exploration and evaluation property acquisition costs and exploration costs directly related to specific properties are
capitalized as exploration and evaluation assets and are classified as intangible assets, commencing on the date that
the Company acquires legal rights to explore a property, until technical and economic feasibility of extracting a
mineral resource is demonstrable, or until the properties are sold or abandoned. Exploration costs may include costs
such as materials used, surveying costs, drilling costs, payments made to contractors, analyzing historical exploration
data, geophysical studies, and depreciation on equipment used during the exploration stage. All other costs,
including administrative overhead are expensed as incurred. If the properties are put into commercial production,
the capitalized costs of the related property are reclassified as mining assets, which will be depleted using the units
of production basis based upon the proven reserves available. If the properties are sold or abandoned, these
expenditures will be written off.

Mineral properties are reviewed for impairment whenever events or changes in circumstances indicate that their
carrying amounts may exceed the recoverable amount. When an impairment review is undertaken, the recoverable
amount is assessed by reference to the higher of a value in use and fair value less costs to sell. Fair value is
determined as the amount that would be obtained from the sale of the asset in an arm’s length transaction between
knowledgeable and willing parties. In assessing value in use, the estimated future cash flows are discounted to their
present value using a discounted rate that reflects current market assessments of the time value of money and the
risks specific to the asset. Where there is evidence of impairment, the net carrying amount of the asset will be written
down to its recoverable amount. Title to resource properties involves certain inherent risks due to the difficulties of
determining the validity of certain claims as well as the potential for problems arising from the frequently ambiguous
conveyance history characteristic of many resource properties.



f)

g)

FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Notes to the Consolidated Financial Statements
For the years ended August 31, 2021 and 2020
Expressed in Canadian Dollars

Impairment of non-financial assets

Management assesses the exploration and evaluation assets and property and equipment for impairment at least
annually and whenever factors or circumstances indicate that the carrying amount may not be recoverable. For
exploration and evaluation assets, examples of such facts and circumstances are as follows:

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

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

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

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

If, after management review, it is determined that the carrying amount of an asset is impaired, that asset is written
down to its estimated recoverable amount. The recoverable amount of an asset is determined as the higher of its
fair value less costs to sell and its value in use. An impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation
or amortisation, if no impairment loss had been recognized.

Government assistance

The Company may be eligible to receive grants pursuant to the New Brunswick Junior Mining Assistance Program
for certain exploration expenditures incurred in New Brunswick. The receipt of any grants are treated as a reduction
of exploration and evaluation expenditures of the respective mineral property and are recorded when it is probable
the Company will receive the grants. During the year ended August 31, 2021 the Company received a grant of
$12,000.

Loss per share

Loss per share is computed by dividing the net loss by the weighted average number of common shares outstanding
during the period. In computing diluted earnings per share, an adjustment is made for the dilutive effect of
outstanding stock options and warrants. In the periods when the Company reports a net loss, the effect of potential
issuances of shares under stock options and warrants is anti-dilutive. When diluted earnings per share is calculated,
only those stock options and other convertible instruments with exercise prices below the average trading price of
the Company’s common shares for the period will be dilutive.

During the years ended August 31, 2021 and August 31, 2020, all the outstanding stock options and warrants were
anti-dilutive as the Company reported a net loss.



j)

k)

FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Notes to the Consolidated Financial Statements
For the years ended August 31, 2021 and 2020
Expressed in Canadian Dollars

Share-based payments

Share-based payments related to the issuance of stock options to employees and others providing similar services
pursuant to the Company’s stock option plan, is measured at grant date, for using the fair value method whereby
compensation expense is recorded in profit or loss with a corresponding increase to option and warrant reserve in
equity. Share-based payments related to warrants and options issued to non-employees are measured at the fair
value of the goods or services received using the graded vesting method. When the value of goods or services
received in exchange for the share-based payments cannot be reliably estimated, the fair value is measured using
the Black-Scholes option pricing model. Consideration paid on the exercise of stock options and warrants is recorded
as an increase to share capital. Upon the exercise of the stock options or compensation warrants, consideration
received together with the amount previously recognized in option and warrant reserve is recorded as an increase
to share capital. The Company incorporates an estimated forfeiture rate for stock options that may not vest.

The Company recognizes share issue costs for the fair value of agents’ warrants issued as finder’s fees in connection
with private placements. The fair value calculated is recorded as share issue costs with a corresponding credit to
contributed surplus. The Company uses the Black-Scholes option pricing model to determine the fair value of the
warrants issued.

Provisions

Provisions are recorded when a present legal or constructive obligation exists as a result of past events where it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a
reliable estimate of the amount can be made. If the effect of time value of money is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments
of the time value of money and, where appropriate, the risks specific to the liability. Where discounting is used, the
increase in the provision due to the passage of time is recognized as a finance cost. When some or all the economic
benefits required settling a provision is expected to be recovered from a third party, the receivable is recognized as
an asset if it is virtually certain that reimbursement will be received, and the amount receivable can be measured
reliably.

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 resource 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 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 accounted
for using the residual method, following an allocation of the unit price to the fair value of 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.

10
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n)

FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Notes to the Consolidated Financial Statements
For the years ended August 31, 2021 and 2020
Expressed in Canadian Dollars

Equipment

The cost of an equipment includes the purchase price or construction cost, any costs directly attributable to bringing
the asset to the location and condition necessary for its intended use, an initial estimate of the costs of dismantling
and removing the item and restoring the site on which it is located, and for qualifying assets, the associated
borrowing costs. Costs incurred for major overhaul of existing equipment and sustaining capital are capitalized as
equipment and are subject to depreciation once they are available for use. Major overhauls include improvement
programs that increase the productivity or extend the useful life of an asset beyond that initially envisaged. The
costs of routine maintenance and repairs that do not constitute improvement programs are accounted for as a
repairs and maintenance.

Amortization is calculated over the useful life of the asset at rates ranging from 15% to 30% per annum once the
asset is available for use. Amortization charges on assets that are directly related to mineral properties are allocated
to that mineral property.

Flow-through shares

The Company may, from time to time, issue flow-through shares to finance a portion of its Canadian exploration
programs. Pursuant to the terms of the flow-through share agreements, these shares transfer the tax deductibility
of qualifying resource expenditures to investors. On the issuance of a flow-through share, it is bifurcated into equity
(share) and liability (flow-through) components on the issue date to the extent that a premium exists. The equity
portion is measured at the market value and the residual premium is allocated as a liability. The liability is recorded
at the fair value of the obligation to renounce the expenditures that the issuer has incurred. This is effectively the
“premium” the investor attributes to a flow-through share versus an ordinary share.

When the expenditures are incurred, provided there is an expectation that the expenditures will be renounced, the
Company reduces the deferred flow-through liability and records a recovery on settlement of flow-through liability.
Proceeds received from the issuance of flow-through shares are restricted to be used only for qualifying Canadian
resource property exploration expenditures within a two-year period. The Company may be required to indemnify
the holders of such shares for any tax and other costs payable by them in the event the Company has not made the
required exploration expenditures.

The Company may also be subject to a Part XII.6 tax on flow-through proceeds renounced under the Look-back Rule,
in accordance with Government of Canada flow-through regulations. When applicable, this tax is accrued as a

financial expense.

Accounting pronouncements not yet adopted

Certain new standards, interpretations, amendments and improvements to existing standards were issued by the
IASB or IFRIC that are mandatory for accounting periods beginning on or after January 1, 2020 or later periods.
Updates that are not applicable or are not consequential to the Company have been excluded thereof.

IAS 37 — Provisions, Contingent Liabilities, and Contingent Assets (“IAS 37”) was amended. The amendments clarify
when assessing if a contract is onerous, the cost of fulfilling the contract includes all costs that relate directly to the
contract — i.e. a full-cost approach. Such costs include both the incremental costs of the contract (i.e. — costs a
company would avoid if it did not have the contract) and an allocation of other direct costs incurred on activities
required to fulfill the contract — e.g. contract management and supervision, or depreciation of equipment used in
fulfilling the contract. The amendments are effective for annual periods beginning on January 1, 2022. There are no
other standards/amendments or interpretations that are expected to have a significant effect on the consolidated
financial statements of the Company.

11



FOUNDERS METALS INC. (formerly Avalon Works Corp.)

Notes to the Consolidated Financial Statements
For the years ended August 31, 2021 and 2020
Expressed in Canadian Dollars

Equipment

During the year ended August 31, 2021, the Company purchased a vehicle for $62,840 (2020 - Snil) and recorded
amortization of $9,426 (2020 - $nil) which was capitalized to exploration and evaluation properties.

Exploration and evaluation properties

On February 26, 2021, the Company acquired the EImtree Gold Project, a mineral exploration property comprised
of two mineral exploration properties respectively comprised of 24 and 25 contiguous mineral claims totaling
1,063,326 hectares in northeast New Brunswick. To acquire the property, the Company paid $350,000 cash to the
vendor and issued 14,000,000 common shares of the Company with an estimated fair value of $0.45 per share for a
total consideration of $6,650,000. The vendor retains a 2% net smelter royalty. The Company also paid an arm'’s
length third party a finders’ fee of 200,000 common shares of the Company with an estimated fair value of $0.45
per share. Transaction costs of $27,103 are included in acquisition cost. On completion of this transaction, the four

vendors of the property became the directors of the Company.

Total costs incurred by the Company on the Elmtree Gold Project are summarized as follows:

Acquisition Exploration Total
Balance, August 31, 2019 and 2020 S - S - S -
Acquisition costs 6,767,103 - 6,767,103
Airborne survey - 91,996 91,996
Amortization - 9,426 9,426
Community relations - 19,964 19,964
Assays and analysis - 51,387 51,387
Fieldwork supplies - 3,063 3,063
Freight - 4,365 4,365
General and administrative - 3,369 3,369
Geological consulting - 220,778 220,778
Permits - 1,068 1,068
Rentals - 1,896 1,896
Travel and support - 31,408 31,408
Balance, August 31, 2021 S 6,767,103 S 438,720 $ 7,205,823

Share capital

Common shares

On February 25, 2021, the Company consolidated all its issued and outstanding common shares based on one post-
consolidation common share for every 4.9362 pre-consolidation common shares. All share data and equity-based

instruments have been retroactively adjusted to give effect to the consolidation.

The Company’s articles authorize an unlimited number of common shares without par value and an unlimited

number of preferred shares.
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A summary of changes in common share capital in the period is as follows:

Number of

shares Amount
Balance at August 31, 2020 and 2019 870,593 S 206,000
Shares issued in private placements 10,216,998 5,190,500
Shares issued for debt settlement 929,409 229,388
Shares issued to acquire property (note 5) 14,200,000 6,390,000
Share issuance cost - (660,916)
Flow-through premium liability - (264,000)
Balance at August 31, 2021 26,217,000 $ 11,090,972

On September 1, 2020, the Company issued 828,117 common shares as payment in kind to pay invoices in the
amount of $204,388 at a price of $0.247 per share. On February 1, 2021, the Company issued 101,292 common
shares to convert debentures in the amount of $25,000 at a price of $0.247.

On February 26, 2021, the Company completed a non-brokered bridge financing by issuing 400,000 units of the
Company at a price of $0.375 per unit for gross proceeds of $150,000. Each unit consists of one common share of
the Company and one-half of a common share purchase warrant. Each whole warrant entitles the holder to purchase
one common share of the Company at a price of $0.75 for a period of one year from the date of issuance.

On February 26, 2021, the Company issued 7,176,998 units of the Company at a price of $0.50 per unit for gross
proceeds of $3,588,500. Each unit consists of one common share of the Company and one common share purchase
warrant. Each whole warrant entitles the holder to purchase one common share of the Company at a price of $0.75
for a period of two years from the date of issuance.

On February 26, 2021, the Company completed a flow-through placement of 2,640,000 shares at $0.55 per share
for gross proceeds of $1,452,000 and recognized a deferred flow-through premium of $264,000 as the difference
between the amounts recognized in common shares and the amounts the investors paid for the units. As at
August 31, 2021, the Company has incurred $429,294 of eligible exploration expenditures relating to these flow-
through shares. As a result, the amount of $79,200 in connection with the settlement of the flow-through liability
was recognized in other income.

Escrowed common shares

Upon closing of the transaction on February 26, 2021, 14,049,867 common shares of the Company will be subject to
a Tier 2 Value Escrow Agreement. Under the Tier 2 Value Escrow Agreement, 10% of the escrowed common shares
will be released from escrow on the issuance of the Final Exchange Bulletin (the "Initial Release") which was received
on March 1, 2021 and an additional 15% will be released on the dates that are 6 months, 12 months, 18 months, 24
months, 30 months and 36 months following the Initial Release. As of the date of these financial statements,
12,644,880 common shares remained in escrow.

Stock options

The Company’s has a stock option plan (the “Plan”) for directors, officers, employees, and consultants. The Plan
provides for the issuance of incentive options to acquire up to a total of 10% of the issued and outstanding common
shares of the Company. The exercise price of each option shall not be less than the minimum prescribed amount
allowed under the TSX. The options can be granted for a maximum term of 5 years with vesting provisions
determined by the Company.
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A summary of stock option activity in the periods is as follows:

Weighted
Number of average
options exercise price
Outstanding options, August 31, 2019 - S -
Issued 91,162 0.50
Outstanding options, August 31, 2020 91,162 S 0.50
Issued 1,175,000 0.50
Outstanding options, August 31, 2021 1,266,162 S 0.50
A summary of stock options outstanding and exercisable is as follows:
August 31, 2021 August 31, 2020
Remaining Remaining
Exercise Number of contractual life Exercise Number of contractual life
Price options (years) Price options (years)
S 0.50 91,162 1.5 S 0.50 91,162 5.0 i
0.50 1,175,000 4.5 - - - ii
S 0.50 1,266,162 4.3 $ 0.50 91,162 5.0

On August 5, 2020, the Company granted stock options to acquire up to an aggregate pre-consolidation 450,000
common shares of the Company under the Plan, vesting immediately upon grant. The stock options were exercisable
at a price of $0.10 per common share and had an expiry date of August 5, 2025 or earlier in accordance with the
terms of the Plan. The estimated fair value of these options of $14,400, or $0.032 per option, has been recorded as
share-based compensation expense during the year ended August 31, 2020 and as an increase to option and warrant
reserve, and was calculated using the Black-Scholes Option Pricing Model using the following grant-date
assumptions: weighted average grant date stock price $0.05; expected life, 5 years; expected volatility, 100%; risk-
free rate 0.25%; expected dividends, 0%. The options were issued with an exercise price equal to the quoted market
price of the Company’s common shares on the date of issuance. On February 26, 2021, the options were replaced
with 91,162 options with an exercise price of $0.50 per post-consolidation common share and an expiry of February
26, 2023. No additional share-based compensation resulted from this modification.

On March 4, 2021, the Company granted stock options to acquire up to an aggregate 1,175,000 common shares of
Company under the Plan, vesting immediately upon grant. The stock options are exercisable at a price of $0.50 per
common share and have an expiry date of March 4, 2026 or earlier in accordance with the terms of the Plan. The
estimated fair value of these options of $434,750, or $0.37 per option, has been recorded as share-based
compensation expense during the year ended August 31, 2021 and as an increase to option and warrant reserve,
and was calculated using the Black-Scholes Option Pricing Model using the following grant-date assumptions:
weighted average grant date stock price $0.50; expected life, 5 years; expected volatility, 100%; risk-free rate 0.25%;
expected dividends, 0%. The expected volatility was determined by reference to the historical volatility of
comparable public companies. The options were issued with an exercise price equal to the quoted market price of
the Company’s common shares on the date of issuance.
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Warrants

The Following is a summary of the changes in the Company’s warrants during the periods:

Weighted
Number of average
Warrants exercise price
Outstanding warrants, August 31, 2020 and 2019 - S -
Issued 8,041,398 0.73
Outstanding warrants, August 31, 2021 8,041,398 S 0.73
A summary of the warrants outstanding and exercisable is as follows:
August 31, 2021 August 31, 2020
Remaining Remaining
Exercise Number of contractual life Exercise Number of contractual life
Price warrants (years) Price warrants (years)
S 0.50 100,000 1.2 S - - - i
0.75 200,000 0.4 S - - -
0.75 7,176,998 1.5 - - -
0.50 406,000 1.5 - - - ii
0.55 158,400 1.5 - - - iii
S 0.73 8,041,398 1.5 S - - -

As a separate matter from the Transaction, the Company has also entered into an agreement (the "Termination
Agreement") with Leede Jones Gable Inc. dated November 12, 2020 for the termination of an agency agreement in
consideration for issuance to Leede of 100,000 common share purchase warrants each of which will be exercisable
at a price of $0.50 per common share for a period of 24 months from the date of the Termination Agreement. The
estimated fair value of the termination warrants of $21,000, or $0.21 per warrant, has been recorded as a decrease
to share capital as a cost of share issuance during the year ended August 31, 2021 and an increase to option and
warrant reserve, and was calculated using the Black Scholes Option Pricing Model with the following grant-date
assumptions: grant date stock price $0.50; expected life, 2 years; expected volatility, 80%; risk free rate, 0.27%;
expected dividends, 0%.

On February 26, 2021, 406,000 warrants were issued to agents pursuant to the non-brokered private placement as
compensation for services provided by the agents. The estimated fair value of the agents’ warrants of $89,320, or
$0.22 per agents’ warrant, has been recorded as a decrease to share capital as a cost of share issuance during the
year ended August 31, 2021 and an increase to option and warrant reserve, and was calculated using the Black
Scholes Option Pricing Model with the following grant-date assumptions: grant date stock price $0.50; expected life,
2 years; expected volatility, 80%; risk free rate, 0.30%; expected dividends, 0%.

On February 26, 2021, 158,400 warrants were issued to agents pursuant to the non-brokered private placement as
compensation for services provided by the agents. The estimated fair value of the agents’ warrants of $38,016, or
$0.24 per agents’ warrant, has been recorded as a decrease to share capital as a cost of share issuance during the
year ended August 31, 2021 and an increase to option and warrant reserve, and was calculated using the Black
Scholes Option Pricing Model with the following grant-date assumptions: grant date stock price $0.55; expected life,
2 years; expected volatility, 80%; risk free rate, 0.30%; expected dividends, 0%.
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Financial instruments and risk management
Fair value of financial instruments

IFRS requires disclosures about the inputs to fair value measurements for financial assets and liabilities recorded at
fair value, including their classification within a hierarchy that prioritizes the inputs to fair value measurement.

The three levels of hierarchy are:
e Level 1-Quoted prices in active markets for identical assets or liabilities;
e Level 2 - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices); and
e Level 3 - Inputs for the asset or liability that are not based on observable market data.

As at August 31, 2021, the Company believes that the carrying values of cash, receivables, accounts payable and
accrued liabilities approximate their fair values because of their nature and relatively short maturity dates or
durations.

Financial instruments risk

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board of Directors
approves and monitors the risk management processes, inclusive of documented investment policies, counter party
limits, and controlling and reporting structures. The type of risk exposure and the way in which such exposure is
managed is provided as follows:

Credit risk

Credit risk is defined as the risk of loss associated with counterparty’s inability to fulfill its payment obligations.
The maximum exposure to credit risk is the carrying amount of the Company’s financial assets.

Liquidity risk

Liquidity risk is defined as the risk that the Company will not be able to settle its obligations as they come due. The
Company has a planning and budgeting process in place to help determine the funds required to support the
Company’s normal operating requirements on an ongoing basis. The Company ensures that there are sufficient funds
available to meet its short-term business requirements by taking into account the anticipated cash expenditures for
its exploration and other operating activities, and its holding of cash and cash equivalents. The Company will pursue
further equity or debt financing as required to meet its commitments. There is no assurance that such financing will
be available or that it will be available on favourable terms.

As at August 31 2021, the Company’s financial liabilities consist of its accounts payable and accrued liabilities, which
are all current obligations.

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of an exposure will fluctuate because of
changes in foreign exchange rates. The Company’s exposure to foreign exchange risk is minimal.
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Classification of financial instruments

Financial assets included in the statement of financial position are as follows:

August 31 August 31
2021 2020
Financial asset at amortized cost
Cash $ 3,292,639 S 247
Goods and services tax receivable 85,455 -
$ 3,378,094 S 247
Financial liabilities included in the statement of financial position are as follows:

August 31 August 31
2021 2020

Financial liabilities at amortized cost
Accounts payable and accrued liabilities S 182,380 S 232,854
S 182,380 S 232,854

Capital management

The Company monitors its equity as capital.

The Company’s objectives in managing its capital are to maintain a sufficient capital base to support its operations
and to meet its short-term obligations and at the same time preserve inventor’s confidence and retain the ability to
seek out and acquire new projects of merit. The Company is not exposed to any externally imposed capital
requirements and there were no changes to management’s approach to managing capital during the year.

Related party transactions

The Company incurred and paid fees to key management, consisting of directors and officers, for management and

professional services as follows:

For the years ended

Management fees paid to key management and directors $
Management fees paid to former management and directors

Management fees paid to companies controlled by directors,

officers - capitalized to exploration and evaluation assets

Investor relations fees paid to a director

August 31 August 31
2021 2020
102,000 S 15,000
16,600 -
24,000 -
60,000 -

$ 202,600 S 15,000

As at August 31, 2021, there were no amounts payable to related parties. At the comparative period, August 31,
2020, accounts payable and accrued liabilities included $161,900 due to companies controlled by former key

management and directors of the Company, which were subsequently paid.
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Income taxes

For the year ended August 31 August 31
2021 2020

Loss before income taxes $(901,258) S (83,053)
Statutory rate 27% 27%
Expected income tax recovery at statutory tax rates 243,340 22,424
Non-deductible items (95,999) -
Impact of flow-through shares (115,909) -
Other 43,264 -
Change in unrecognized deductible temporary differences (74,696) (22,424)
s - s -

Details of the Company's recognized deferred tax assets and liabilities are as follows:

As at August 31 August 31

2021 2020
Non-capital losses $351,983 $ -
Exploration and evaluation assets (351,983) -
Net deferred tax assets and liabilities S - S -

At August 31, 2021, the Company has Canadian non-capital losses of approximately $2.5 million that expire in the
years 2026 to 2041. The Company has share issuance costs of $0.4 million that will be amortized into tax losses over
the next four years.
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