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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying consolidated financial statements of the Company were prepared by
management in accordance with International Financial Reporting Standards, and within the
framework of the significant accounting policies in the notes to these financial statements.
Management is responsible for the preparation and presentation of the consolidated financial
statements and Management Discussion and Analysis (“MD&A”).

A system of accounting and control is maintained in order to provide reasonable assurance that the
assets are safeguarded and that transactions are properly recorded and executed in accordance with
management’s authorization. The system includes established policies and procedures, the
selection and training of qualified persons, and the appropriate delegation of authority and
segregation of responsibilities for a corporation of the size of Cabral Gold Inc.

The Board of Directors, based on recommendations from its Audit Committee, reviews and
approves the consolidated financial statements and MD&A. The Audit Committee meets with
management and the Company’s independent auditors to ensure that management is fulfilling its
responsibility to maintain financial controls and systems and to make recommendations to the
Board of Directors for approval of all financial information released to the public. The Audit
Committee also meets with the independent auditors to discuss the scope and the results of the audit
and the audit report prior to submitting the consolidated financial statements to the Board of
Directors for approval.

The consolidated financial statements for the years ended December 31, 2021 and 2020 have been
audited on behalf of the shareholders by the Company’s independent auditors, DeVisser Gray LLP,
in accordance with Canadian generally accepted auditing standards. The auditor’s report outlines
the scope of their audit and their opinion on these consolidated financial statements.

“Alan Carter” “Paul Hansed”
Alan Carter Paul Hansed
President and Chief Executive Officer Chief Financial Officer

April 29, 2022
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Cabral Gold Inc.
Report on the Audit of the Consolidated Financial Statements
Opinion

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

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

Management is responsible for the other information. The other information comprises the information included in "Management's
Discussion and Analysis" but does not include the consolidated financial statements and our auditor's report thereon.

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. 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:

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

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

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

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

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

fair presentation.

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 G. Cameron Dong.

Do Usses %7 LLP

Chartered Professional Accountants

Vancouver, BC, Canada
April 29, 2022



Cabral Gold Inc.

Consolidated statements of financial position
(Expressed in Canadian Dollars)

Notes Dec. 31,2021 Dec. 31,2020
ASSETS
Current assets
Cash and cash equivalents $ 4898213 $ 5477,780
Accounts receivable 138,276 116,078
Prepaid expenses 185,573 68,279
Total Current assets 5,222,062 5,662,137
Non-current assets
Fixed assets 5 2,030,837 1,172,863
Mineral properties 6 2,277,461 1,519,490
Total Assets $ 9,530,360 $ 8,354,490
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities 8 $ 908,838 $ 416,077
Total Current liabilities 908,838 416,077
Shareholders’ e quity
Share capital 10(a) 30,891,884 21,197,071
Reserves 10(b), 10(c), 10(d) 5,020,479 2,514,669
Accumulated other comprehensive income (1,045,855) (733,526)
Accumulated deficit (26,244,986) (15,039,801)
Total Shareholders’ e quity 8,621,522 7,938,413
Total Liabilities and Shareholders’ e quity $ 9,530,360 § 8,354,490

Nature of operations and going concern (Note 1)
Subsequent events (Notes 6, 10 and 14)
Commitments and contingent liabilities (Note 18)

The accompanying notes are an integral part of these consolidated financial statements.
Approved by the Board of Directors

“Carlos Vilhena”
Carlos Vilhena, Director

“Derrick Weyrauch”
Derrick Weyrauch, Director




Cabral Gold Inc.

Consolidated statements of loss and comprehensive loss

(Expressed in Canadian Dollars except number of shares)

Year ended Year ended
Notes Dec. 31,2021 Dec. 31,2020
Expenses
Exploration and development 11 8,260,061 2,651,842
Stock-based compensation 10(c), 10(d) 1,568,446 843,544
Management 14(a) 457,825 418434
Marketing 378,631 342,638
Depreciation 5 372,367 174,619
Office and administrative 103,183 109,556
Professional fees 57,801 42,206
Listing expense 38,250 24,572
Travel 10,851 34,011
11,247,415 4,641,422
Other income and expenses
Foreign exchange loss 331 20,041
Interest income (42,561) (7,229)
Other income - (26,300)
Net loss for the year 11,205,185 4,627,934
Other comprehensive loss
Unrealised foreign currency translation items 312,329 394,955
Total comprehensive loss for the year 11,517,514  § 5,022,889
Loss per share, Basic and diluted 0.09 $ 0.05
Weighted average shares outstanding, Basic
and diluted 130,487,483 85,452,013

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



Cabral Gold Inc.

Consolidated statements of changes in shareholders’ equity

(Expressed in Canadian Dollars)

Accumulated

other Total

Issued Reserves, Reserves, Reserves, comprehensive Accumulated shareholders'

common s hares Share capital Warrants Stock options RS Us loss deficit equity
Balance at December 31,2019 61,659,250 $ 11,866,177 $ 1,328,820 $ 694,335 $ 6,889 ($ 338,571) (¢ 10,411,867) $ 3,145,783

Shares issued for cash:

Private placement (non-brokered) 31,032,110 3,879,014 - - - - - 3,879,014
Private placement (brokered) 2,400,000 300,000 - - - - - 300,000
Exercise of warrants 23,907,877 5,104,865 (279,990) - - - - 4,824,875
Exercise of share stock options 492,500 231,482 - (91,457) - - - 140,025

Share issuance costs - (184,467) 12,528 - - - - 171,939)
Stock-based compensation - - - 791,730 51,814 - - 843,544

Comprehensive loss - - - - - (394,955) (4,627,934) (5,022,889)
Balance at December 31,2020 119,491,737 $ 21,197,071 $ 1,061,358 $ 1,394,608 $ 58,703 ($ 733,526) ($§ 15,039,801) $ 7,938,413
Balance at December 31,2020 119,491,737 21,197,071 1,061,358 1,394,608 58,703 (733,526) (15,039,801) $ 7,938,413

Shares issued for cash:

Private placement (units) 21,298,000 10,649,000 851,920 - - - - 11,500,920
Exercise of share stock options 419,724 151,520 - (63,671) - - - 87,849
Exercise of warrants 100,000 25,000 - - - - - 25,000

Share issuance costs - (1,207,207) 225,615 - - - - 981.,592)
Vesting of RSUs 374,999 76,500 - - (76,500) - - -
Stock-based compensation - - - 1,406,958 161,488 - - 1,568,446

Comprehensive loss - - - - - (312,329) (11,205,185) (11,517,514)
Balance at December 31,2021 141,684,460 $ 30,891,884 $ 2,138,893 § 2,737,895 $ 143,691 ($ 1,045,855) ($ 26,244,986) $ 8,621,522

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




Cabral Gold Inc.

Consolidated statements of cash flows
(Expressed in Canadian Dollars)

Year ended
Dec. 31,2021

Year ended|
Dec. 31,2020

OPERATING ACTIVITIES
Net loss for the year ($ 11,205,185) ($ 4,627,934)
Adjustments for items not involving cash:
Depreciation 372,367 174,619
Stock-based compensation 1,568,446 843,544
Unrealised foreign exchange (81,159) 132,701
(9,345,531) (3,477,070)
Net changes in non-cash working capital:
Decrease (increase) in accounts receivable (22,198) 12,868
Increase in prepaid expenses (117,294) (6,983)
Increase in accounts payable 405,222 131,160
Cash used in operating activities 9,079,801) (3,340,025)
INVESTING ACTIVITIES
Additions to mineral properties (740,035) (225,343)
Additions to fixed assets (1,323,053) (622,757)
Cash used in investing activities (2,063,088) (848,100)
FINANCING ACTIVITIES
Issuance of shares and units for cash 11,613,769 9,143,914
Share issuance costs (981,592) (171,939)
Cash provided by financing activities 10,632,177 8,971,975
Effect of change in exchange rate on cash (68,855) (11,795)
Net increase (decrease) in cash and cash equivalents (579,567) 4,772,055
Cash and cash equivalents, beginning of year 5,477,780 705,725
Cash and cash equivalents, end of year $ 4,898,213 § 5,477,780

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



Cabral Gold Inc.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)
Years ended December 31, 2021 and December 31, 2020

1. NATURE OF OPERATIONS

Cabral Gold Inc. (“Cabral Gold” or the “Company”; formerly San Angelo Oil Limited (“San
Angelo”)) was incorporated on February 11, 2014 under the British Columbia Business Corporations
Act.

The Company’s registered office is located at 1200 — 750 West Pender Street, Vancouver, British
Columbia, Canada, V6C 2T8.

Going concern

The nature of the Company’s operations results in significant expenditures for the acquisition and
exploration of mineral properties. To date, the Company has not generated any revenue from mining
or other operations as it is considered to be in the exploration stage.

These consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) applicable to a going concern, which assumes the Company
will be able to realise its assets and settle its liabilities in the normal course of business. For the year
ended December 31, 2021, the Company reported a net loss of $11,205,185 (year ended December
31, 2020: net loss of $4,627,934) and cash applied to operating activities of $9,079,801 (year ended
December 31, 2020: $3,340,025), and as at that date had a net working capital balance of $4,313,224
(December 31, 2020: $5,246,060).

The Company’s ability to continue as a going concern is dependent upon its ability to obtain
additional funding from loans or equity financings provided by the Company’s existing shareholders
and/or new shareholders or through other arrangements. There is no assurance that the Company will
be successful in this regard.

The recoverability of the carrying value of mineral properties and deferred expenditures is dependent
upon a number of factors including the existence of recoverable reserves, the ability of the Company
to obtain financing to maintain properties in good standing and continue exploration and development
and the discovery of economically recoverable reserves.

These financial statements do not reflect the adjustments to the carrying values of assets and liabilities
and the reported expenses and balance sheet classifications that would be necessary were the going
concern assumption deemed to be inappropriate. These adjustments could be material.

In the event the Company is unable to arrange appropriate financing, the carrying value of its assets
and liabilities could be subject to material adjustment and the Company may not be able to meet its
obligations as they become due in the normal course of business.

2. BASIS OF PREPARATION

These consolidated financial statements have been prepared in accordance with IFRS as issued by the
International Accounting Standards Board.
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Cabral Gold Inc.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)
Years ended December 31, 2021 and December 31, 2020

(@)

(b)

The policies applied in these consolidated financial statements are based on IFRS issued and
outstanding as of April 29, 2022, the effective date the Board of Directors approved these financial
statements. Any subsequent changes to IFRS after this date could result in changes to the
consolidated financial statements as at and for the period ended December 31, 2021.

Certain of the prior year’s figures have been reclassified to reflect the account classification adopted
in the current year.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

All amounts are presented in Canadian Dollars unless otherwise indicated. A summary of significant
accounting policies is as follows:

Basis of measurement
The consolidated financial statements have been prepared under the historical cost convention.
Basis of consolidation

These financial statements include the accounts of Cabral Gold Inc. and its subsidiaries and former
associate as follows:

Functional

Location Ownership currency

Cabral Gold B.C. Inc. Canada 100% $
Magellan Minerais Prospecg¢do Geologica Ltda. Brazil 100% R$

The Company’s interest in Magellan Minerais Prospecgdo Geoldgica Ltda. (“Magellan Brazil”) is
held through its wholly-owned subsidiary, Cabral Gold B.C. Inc. (“CG B.C.”).

The Company’s interest in Poconé Gold Minera¢ao Ltda. (“PGM”) was held through Magellan
Brazil. The Company’s interest in PGM was disposed of in September 2018.

All intercompany transactions and balances have been eliminated upon consolidation.
Subsidiaries are those entities which Cabral Gold Inc. controls. The Company has control over an
entity when it is exposed to or has rights to variable returns from its involvement with the entity and

has the ability to affect those returns through its power over the entity.

Subsidiaries are fully consolidated from the date on which control is obtained by Cabral Gold Inc.
and are deconsolidated from the date that control ceases.

Page 7




Cabral Gold Inc.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)
Years ended December 31, 2021 and December 31, 2020

()

(@

Significant estimates and critical judgement

The preparation of the consolidated financial statements in conformity with IFRS requires the use of
judgements and estimates that affect the amounts reported and disclosed in the consolidated financial
statements and related notes. These judgements and estimates are based on management’s knowledge
of the relevant facts and circumstances, having regard to previous experience, but actual results may
differ materially from the amounts included in the consolidated financial statements. Information
about such judgements and estimation is contained in the accounting policies and notes to the
consolidated financial statements, and the key areas are summarised below.

Functional currency

Management is required to assess the functional currency of each entity of the Company. In
concluding the functional currencies of the parent and its subsidiary companies, management
considered the currency that mainly influences the cost of providing goods and services in each
jurisdiction in which the Company operates. The Company also considered secondary indicators
including the currency in which funds from financing activities are denominated and the currency in
which funds are retained.

Impairment of mineral properties

Mineral properties are considered for impairment when events or changes in circumstances indicate
that the carrying amount may not be recoverable. Assessment of impairment indicators involves the
application of a number of significant judgments over internal and external factors including reserve
and resource estimation, future precious metal prices, estimated costs of future production, changes
in government legislation and regulations, estimated deferred income taxes, the availability of
financing and various other operational factors. If any such indication exists, an estimate of the
recoverable amount is undertaken. If the asset’s carrying amount exceeds its recoverable amount, an
impairment loss is recognised in the statement of loss.

Title to mineral properties

Although the Company takes steps to verify title to exploration and evaluation assets in which it has
an interest, these procedures do not guarantee the Company’s title. Such properties may be subject
to prior agreements or transfers and title may be affected by undetected defects.

Foreign currency translation

Functional currency

Items included in the financial statements of the Company’s subsidiary are measured using the

currency of the primary economic environment in which the entity operates (the “functional
currency”).
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Cabral Gold Inc.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)
Years ended December 31, 2021 and December 31, 2020

(e)

®

Transactions and balances

Foreign currency transactions are translated into the relevant functional currency using the exchange
rate prevailing at the date of the transaction. Foreign currency gains and losses resulting from the
settlement of such transactions and from the translation at period-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the statement of loss.

Subsidiaries

The results and financial position of the Company’s subsidiaries that have a functional currency

different from the Company’s presentation currency are translated into the presentation currency as

follows:

e Assets and liabilities are translated at the closing rate at the reporting date

e Income and expenses are translated at average exchange rates for the period

e  Equity is translated using historical rates

e Allresulting exchange differences are recognised in other comprehensive income as cumulative
translation adjustments.

On consolidation, exchange differences arising from the translation of the net investment in foreign
entities are taken to the foreign currency translation reserve (a component of other comprehensive
loss). When a foreign operation is sold, such exchange differences are recognised in the statement of
loss as part of the gain or loss on sale.

Cash and cash equivalents

Cash and cash equivalents consist of cash on deposit with banks and short-term investments, which
are readily convertible into cash or which have maturities of three months or less when purchased.

Fixed assets

Fixed assets are recorded at cost. Depreciation of all depreciable fixed assets is provided on a straight-
line basis over four years.

Fixed assets are tested for impairment when events or changes in circumstances indicate that the
carrying amount may not be recoverable. If an indicator is identified, the asset’s recoverable amount
is calculated and compared to the carrying amount. For the purpose of measuring recoverable
amounts, assets are grouped at the lowest levels for which there are separately identifiable cash flows
(cash-generating units or “CGUs”). The recoverable amount is the higher of an asset’s fair value less
costs to sell and value in use (being the present value of the expected future cash flows of the relevant
asset or CGU, as determined by management). An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount.

The Company evaluates impairment losses for potential reversals when events or circumstances
warrant such consideration.
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Cabral Gold Inc.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)
Years ended December 31, 2021 and December 31, 2020

(@

(h)

®

Mineral properties and exploration and development expenditures

Costs relating to the acquisition and claim maintenance of mineral properties (including option
payments and annual fees to maintain the property in good standing) are capitalised and deferred by
property until the project to which they relate is sold, abandoned, impaired or placed into production.

The Company expenses all exploration, evaluation and development expenditures until management
concludes that a future economic benefit is more likely than not to be realised. In evaluating if
expenditures meet this criterion to be capitalised, management considers the following:

e  The extent to which reserves or resources, as defined in National Instrument 43-101, have been
identified in relation to the property in question;

e  The conclusions of National Instrument 43-101 compliant preliminary economic assessment
studies, preliminary feasibility studies and/or feasibility studies regarding the property in
question;

e  The status of environmental permits; and

e  The status of mining leases or permits.

Once the Company considers that a future economic benefit is more likely than not of being realised,
all subsequent costs directly relating to the advancement of the related area of interest are capitalised.

Capitalised mineral property costs are tested for impairment when events or changes in circumstances
indicate that the carrying amount may not be recoverable. If an indicator is identified, the asset’s
recoverable amount is calculated and compared to the carrying amount. For the purpose of measuring
recoverable amounts, assets are grouped into CGUs. An impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds its recoverable amount.

Decommissioning provision

An obligation to incur restoration, rehabilitation and environmental costs arises when environmental
disturbance is caused by the exploration, development or ongoing production of a mineral interest by
or on behalf of the Company. Costs for restoration of site damage which is created on an ongoing
basis during exploration and evaluation are provided for at their net present values and charged
against profits in the period such exploration and evaluation occurs. Discount rates using a risk-free
rate that reflects the time value of money are used to calculate the net present value. The related
liability is adjusted for each period for the unwinding of the discount rate and for changes to the
current market-based discount rate, amount or timing of the underlying cash flows needed to settle
the obligation. As at December 31, 2021, the Company did not have any decommissioning
obligations.

Income taxes

Income tax expense comprises current and deferred tax. Income tax is recognised in the income
statement, except to the extent that it relates to items recognised in other comprehensive income or
directly in equity in which case, the income tax is also recognised in other comprehensive income or
directly in equity, respectively.
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Cabral Gold Inc.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)
Years ended December 31, 2021 and December 31, 2020

@)

(k)

Current tax

The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the statement of financial position date in the countries where the Company’s subsidiaries
operate and generate taxable income. Management periodically evaluates positions taken in tax
returns with respect to situations in which applicable tax regulation is subject to interpretation. It
establishes provisions where appropriate on the basis of amounts expected to be paid to the tax
authorities.

Deferred tax

Deferred income tax is recognised, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. However, deferred income tax is not accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax
rates (and laws) that have been enacted or substantially enacted by the statement of financial position
date and are expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries
except where the timing of the reversal of the temporary difference is controlled by the Company and
it is probable that the temporary difference will not reverse in the foreseeable future. Deferred income
tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes assets and liabilities relate to income
taxes levied by the same taxation authority on either the taxable entity or different taxable entities
where there is an intention to settle the balances on a net basis.

Share capital

Common shares issued by the Company are classified as equity. Costs directly attributable to the
issue of common shares, share purchase warrants and stock options are recognised as a deduction
from equity, net of any related income tax effects.

Stock-based compensation

The Company grants stock options to certain of its employees, directors and consultants. Each
tranche in an award is considered a separate award with its own vesting period and grant date fair
value. The fair value of each tranche is measured at the date of grant using the Black-Scholes option
pricing model. Compensation expense is recognised over the tranche’s vesting period based on the
number of awards expected to vest. This number is reviewed annually, with any change in estimate
recognised immediately in compensation expense with a corresponding adjustment to reserves. Upon
exercise of a stock option, consideration paid together with the stock-based compensation amount
previously recognised in reserves is recorded as an increase to share capital.

Page 11



Cabral Gold Inc.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)
Years ended December 31, 2021 and December 31, 2020

U]

(m)

The Company grants restricted share units (“RSUs”) to certain of its employees, directors and
consultants. Each tranche in an award is considered a separate award with its own vesting period and
grant date fair value. The fair value of each tranche is measured at the date of grant based on the
market price of the Company’s common shares as at that date. Upon exercise of a RSU, the stock-
based compensation amount previously recognised in reserves is recorded as an increase to share
capital.

Loss per share

Basic loss per share is computed by dividing loss attributable to common shareholders by the weighted
average number of common shares outstanding during the period. The computation of diluted loss
per share assumes the conversion, exercise or contingent issuance of securities only when such
conversion, exercise or issuance would have a dilutive effect on loss per share. The dilutive effect of
outstanding options and warrants and their equivalents is reflected in diluted loss per share by the
treasury stock method.

Accounting standards effective in 2021

The Company has determined that new accounting standards or amendments to existing accounting
standards that were effective for annual periods commencing on or after January 1, 2021 are either
not applicable or do not have a significant impact on the Company’s consolidated financial
statements.

RECENT ACCOUNTING PRONOUNCEMENTS

A number of new standards, and amendments to standards and interpretations, are not yet effective
for the year ended December 31, 2021, and have not been applied in preparing these consolidated
financial statements.

The Company has determined that these new accounting standards and amendments to existing
accounting standards that have been issued but have future effective dates are either not applicable or
will not have a significant impact on the Company’s consolidated financial statements.
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Cabral Gold Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

Years ended December 31, 2021 and December 31, 2020

5.  FIXED ASSETS

Land _ Buildings Vehicles Equipment Total

Cost:

December 31, 2020 $ 548956 $§ 182,242 § 202,027 $ 521,765 $ 1,454,990

Additions 33,726 438,201 168,593 682,533 1,323,053

Foreign exchange differences (26,386) (32,647) (19,647) (44,390) (123,070)

December 31, 2031 556,296 587,796 350,973 1,159,908 2,654,973
Accumulated depreciation:

December 31, 2020 - (55,440) (89,045) (137,642) (282,127)

Depreciation expense - (98,692) (77,245) (196,430) (372,367)

Foreign exchange differences - 8,174 8,734 13,450 30,358

December 31, 2021 - (145,958) (157,556) (320,622) (624,136)
Net book value:

December 31, 2020 548,956 126,802 112,982 384,123 1,172,863

December 31, 2021 $ 556,296 $ 441,838 $ 193,417 $ 839,286 $2,030,837

Land __ Buildings Vehicles Equipment Total

Cost:

December 31, 2019 $ 665422 § 131,138 $ 138,287 $ 207,284 §$ 1,142,131

Additions - 96,923 114,896 410,938 622,757

Foreign exchange differences (116,466) (45,819) (51,156) (96,457) (309,898)

December 31, 2020 548,956 182,242 202,027 521,765 1,454,990
Accumulated depreciation:

December 31, 2019 - (33,290) (69,670) (65,632) (168,592)

Depreciation expense - (36,354) (41,545) (96,720) (174,619)

Foreign exchange differences - 14,204 22,170 24,710 61,084

December 31, 2020 - (55,440) (89,045) (137,642) (282,127)
Net book value:

December 31, 2019 665,422 97,848 68,617 141,652 973,539

December 31, 2020 $ 548,956 $ 126,802 $ 112,982 $ 384,123 $1,172,863
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(@

MINERAL PROPERTIES

Year ended December 31,2021

Foreign
Jan. 11,2021 Additions exchange Dec. 31,2021

Cuia Cuia $ 1363483 $ 798,174 ($ 79.477) $ 2,082,180
BomJardim 136,475 44,207 (10,768) 169,914
Other 19,532 7,400 (1,565) 25,367

$ 1,519,490 $ 849,781 (8 91,810) $ 2,277,461

Year ended December 31,2020

Foreign
Jan.1,2020 Additions exchange Dec.31,2020

Cuit Cuiu $ 1,420,696 $ 176,679 ($ 233,892) $ 1,363,483
Bom Jardim 102,039 63,229 (28,793) 136,475
Other 15,885 8,009 (4,362) 19,532

$ 1,538,620 $ 247,917 ($ 267,047) $ 1,519,490

The Company’s primary mineral property is Cuia Cuiu.

All of the Company’s properties are located in Brazil.

Although the Company has taken steps to verify title to mineral properties in which it has an interest,
these procedures do not guarantee their titles. Property title may be subject to unregistered prior

agreements or transfers and may be affected by undetected defects.

It is possible that economically recoverable reserves may not be discovered and accordingly a material
portion of the carrying value of mineral properties could be impaired in the future.

The Company is required to make statutory claim maintenance expenditures to the Brazilian
authorities each year to maintain its properties in good standing.

Cuiu Cuiu

Surface access agreement, garimpeiro condominium

On February 19, 2006, Magellan Brazil entered into a surface access agreement with the holders of
the traditional surface rights over the Cuiti Cuitl property. The owners are organised into a

‘condominium’ (which is similar to a cooperative) comprising minority stakeholders and majority
stakeholders.
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Years ended December 31, 2021 and December 31, 2020

The February 19, 2006 agreement has since been amended and extended several times the most recent
of which was on March 29, 2017. The current terms of the agreement require Magellan Brazil to pay
RS 5,400 per year (equivalent of $1,229 as at December 31, 2021) to each of the 20 majority
stakeholders and RS 2,700 per year ($614) to each of the 62 minority stakeholders.

Payments totalling approximately $73,000 are due to the garimpeiros (both majority and minority
stakeholders) in April and May 2022 in connection with the surface access fee in respect of the year
ended March 2023.

The agreement specifies that in the event that an economically viable gold resource is identified,
Magellan Brazil will make an additional payment to the holders of the traditional surface rights based
on the amount of gold defined (as measured in accordance with Australasian Joint Ore Reserves
Committee definitions) as follows:

e Less than 1.0 million ounces: US$ 2,000,000

1.0 million ounces to 2.0 million ounces: US$ 3,000,000

2.0 million ounces to 3.0 million ounces: US$ 4,000,000

3.0 million ounces to 4.0 million ounces: US$ 6,000,000

More than 4.0 million ounces: an additional US$ 3,000,000 for every additional million ounces
identified in excess of 4.0 million ounces of contained gold.

Upon delivery and approval of the final research reports on the areas under consideration to the
Brazilian National Department of Mineral Production or at any time if the size of the gold reserve is
found to be economically viable (pursuant to a formal feasibility study), Magellan Brazil is to provide
written notice to the condominium following which the aforementioned payment is to be made within
90 days.

Acquistion of garimpeiro interests

The surface access agreement with the garimpeiro condominium provides the Company with the right
to acquire any stakeholder’s interest at any time for a specified price as defined in the agreement.
Such purchases are made for the purpose of consolidating land tenure of strategic ground.

During 2021, the Company acquired the interest of five majority stakeholders and one minority
stakeholder for total consideration of R$ 2,534,280 ($590,000) of which R$ 370,000 is due for
payment in June 2022 (during 2020, the interest of one majority stakeholder was acquired for total
consideration of R$ 100,000 (approximately $31,000)).

During 2022 through April 29, 2022, the Company acquired the interest of a majority stakeholder for
total consideration of R$ 434,600 (approximately $107,000).

Surface access and purchase agreements within the Cuiu Cuiu district
During 2020, the Company entered into three surface access and purchase agreements relating to a

total of 9,285 hectares located northeast and east of the main Cuiti Cuit property. The total monthly
fee for all three properties was initailly R$ 24,000 (approximtaely $5,900).
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Each of the three agreements include an option pursuant to which Magellan Brazil may purchase the
subject property by making a payment to the owner based on the amount of gold defined on the
applicable property at the time of activation and payment (as measured in accordance with provisions
defined by the Brazilian National Mining Agency (4gencia Nacional de Mineragao)) as follows:

e Lessthan 1.0 million ounces: US$ 1,000,000

1.0 million ounces to 2.0 million ounces: US$ 2,000,000

2.0 million ounces to 3.0 million ounces: US$ 3,000,000

3.0 million ounces to 4.0 million ounces: US$ 4,000,000

More than 4.0 million ounces: an additional US$ 1,000,000 for every additional million ounces
identified in excess of 1.0 million ounces of contained gold to a maximum of US$ 2,000,000.

In June 2021, the Company entered into a fourth surface access and purchase agreements relating to
a total of 2,168 hectares located east of the main Cuiti Cuit property for a monthly fee of R$ 12,500.
The agrement does not have a purchase option.

Monthly rental fees are adjusted on an annual basis. The total monthly fee for all four properties was
R$ 40,300 as at December 2021 (approximtaely $9,400).

Sandstorm NSR

In May 2012, Magellan Minerals Ltd. (“Magellan”), the former parent company of Magellan Brazil,
and Magellan Brazil granted Sandstorm Gold Ltd. (“Sandstorm™) a 1.0% net smelter royalty (“NSR”)
on the Cuiu Cuit project for consideration of US$ 500,000. The Company is required to pay an
advance royalty of US$ 250,000 on the date that it obtains a feasibility study that recommends placing
all or part of the Cuiu Cuiu project into production and a further advance royalty payment of US$
250,000 on each one year anniversary of this date thereafter until the property enters commercial
production. As part of the transaction, Magellan provided Sandstorm with a right of first refusal on
any future royalty or gold stream financing for the Cuiti Cuiu project.

Magellan’s rights and responsibilities associated with this agreement were transferred to Cabral
pursuant to an agreement dated May 2, 2016.

Equinox NSR

A 0.5% royalty on the Cuiu Cuit property is held by Equinox Gold Corp. (“Equinox”). The Equinox
NSR is subordinate to the Sandstorm NSR.

Bom Jardim

In December 2020, the Company finalised an option agreement pursuant to which the Company
agreed to provide an option to a third party to acquire a 51% interest in part of the Bom Jardim
property. The object of the option agreement comprises approximately 6% of the total area of the
Bom Jardim property. The agreement provides for the following:

e Option payments totalling US$ 300,000 over three years, and

e Exploration expenditures totalling a minimum of US$ 2,000,000 over three years.
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Following acquisition of a 51% interest in the property, the optionee has the option to acquire a further
19% thereby increasing its total interest in the property to 70% in return for incurring a further US$
3,000,000 in exploration expenditures.

Following the increase in the optionee’s interest in the property to 70%, the Company is required to
cover 30% of applicable exploration spend in order to avoid diluting its interest. In the event the
Company’s interest is diluted to 10%, it may convert its interest to a 2.0% NSR on the property.

As at December 31, 2021 and April 29, 2022, the Company had received US$ 50,000 in option
payments from the optionee. The payment of the second option payment of US$ 100,000 was to have
been paid in December 2021; pursuant to an amendment dated February 21, 2022, the payment
deadline was deferred to May 31, 2022 and the payment increased US$ 130,000. The third and final
option payment of US$ 150,000 is due in December 2022.

7.  POCONE

The Company was a party to two sets of agreements with third parties pursuant to which mineral
properties in the Poconé region of the state of Mato Grosso were to be identified, explored and
developed. The first agreement was entered into between Magellan Minerals and ECI Exploration &
Mining Inc. (“ECI”) on October 17, 2011 effective December 2009 pursuant to which ECI and
Magellan would share equally in the rights and responsibilities associated with the identification,
exploration and development of mineral properties (the “ECI Venture”). The second set of
agreements was between Magellan, ECI and Brasil Central Engenharia Ltda. (“Brasil Central”)
pursuant to which Magellan, ECI, and Brasil Central would seek to identify, explore and develop
mineral properties through a newly incorporated entity, PGM. Magellan Brazil held a 35% interest
in PGM through September 26, 2018.

Magellan’s rights and responsibilities associated with both the ECI Venture and PGM were
transferred to CG B.C. effective April 15, 2016.

Virtually no exploration activity was undertaken on any of the Poconé properties since 2012. The
Company has historically incurred various claim maintenance and other charges and realised
proceeds on the liquidation of certain assets relating to both the ECI Venture and PGM.

In August 2015, ECI received notification that a former optionor of one of the property interests
acquired by ECI on behalf of the ECI Venture had filed a claim against ECI and PGM in connection
with an option agreement that had been entered into with the ECI Venture in December 2009. As of
April 29, 2022, no claim had been filed against the Company, however, the Company is responsible
for 50% of costs of ECI pursuant to the ECI Venture agreement. The plaintiff is claiming an amount
of US$ 780,000 plus damages.

On September 26, 2018, an agreement was entered into pursuant to which the shares of PGM held by
both Magellan Brazil and the Brazilian subsidiary of ECI were transferred to Brasil Central in
exchange for Brasil Central taking over the debts of PGM and making nominal cash payments.

The disposal of PGM does not reduce the Company’s exposure relating to the aforementioned legal
claim against ECI and PGM. Furthermore, as part of the sale of PGM, Magellan Brazil and the
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Brazilian subsidiary of ECI provided an indemnification to PGM relating to any losses resulting from

the legal claim.

Recent decisions of the applicable courts have gone against the defendants in this case which
increases the risk that the Company may ultimately incur a loss. As at April 29, 2022, however, the
significant uncertainty present regarding the outcome of the case and related issues is such that at this
time, management is unable to estimate the likelihood of a loss ultimately being realised by the
Company or the quantum and timing of any such loss should it occur. No provision has been made
in the accounts for any amount associated with the claim (see Note 18(a)).

8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Dec. 31,2021

Dec. 31,2020

Brazil:
Drilling and assay $ 385,369 11,391
Payroll and related costs 204,573 88,913
Claims purchase (see Note 6(a)) 84,175 -
Equipment rental 38,903 -
Claim settlement 48,064 28,204
Cuitl Cuitt condominium liability 16,881 16,104
Freight and travel 2,269 25,634
Third party contractors - 20,359
Third party permitting and other studies - 72,937
Other 88,020 66,072
Canada:
Professional fees 3,184 17,758
Marketing 22,200 41,200
Other 6,754 9,911
Due to officers and directors (see Note 14(b)) 8,446 17,594
$ 908,838 $ 416,077

9. INCOME TAXES

A reconciliation of income taxes at the statutory rate is as follows:
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10.

(@

Year ended Year ended|
Dec. 31,2021 Dec. 31,2020
Net loss before income taxes 3 11,205,185) ($ 4,627,934)
Statutory taxrate 32.12% 30.78%
Expected income taxrecovery (3,599,105) (1,424,436)
Effect of deductible/non-deductible items for income tax purpc 284,861 257,604
Unrecognised benefit of non-capital losses 3,314,244 1,166,832

Deferred income tax expense - -

The Company’s deductible temporary differences and unused tax losses consist of the following
amounts:

Year ended Year ended|
Dec. 31,2021 Dec. 31,2020
Non-capital losses $ 30,516,752 $ 21,844,047
Mineral properties (2,277,461) (1,519,490)
Fixed assets (2,030,837) (1,172,863)
Share issue costs 961,345 323,829
$ 27,169,799 $ 19,475,523

The Company has non-capital losses of approximately $8,435,000 in its Canadian operations and
$22,080,000 in its Brazilian operations for income tax purposes which are available to reduce future
taxable income.

SHAREHOLDERS’ EQUITY
Share capital

The Company has authorised capital of an unlimited number of common shares with no par value.
July 2021 bought-deal financing

In July 2021, the Company announced that it had closed a bought-deal prospectus offering selling an
aggregate of 21,298,000 units (the “Units”) at a price of $0.54 per Unit for aggregate gross proceeds
of $11,500,920.

Each Unit is comprised of one common share of the Company and one-half of one share purchase
warrant of the Company (each whole share purchase warrant, a “Warrant”). Each Warrant entitles
the holder to acquire one common share at an exercise price of $0.80 per share until July 6, 2023,
subject to the terms of a warrant indenture dated July 6, 2021 between the Company and
Computershare Trust Company of Canada as warrant agent.
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(b)

The Company paid a cash commission of $562,853 and issued an aggregate of 1,042,320
underwriters’ warrants (the “Underwriters’ Warrants™). Each Underwriters’ Warrant is exercisable
into one Common Share at an exercise price of $0.54 per share until July 6, 2023.

Total share issuance costs amounted to $981,592 (excluding the estimated value of the Underwriters’
Warrants of $272,046).

June and July 2020 private placement

On July 7, 2020, the Company closed the third and final tranche of a private placement financing; the
first and second closings took place on June 19,2020 and July 6, 2020. A total of 33,432,110 common
shares were issued at a price of $0.125 per common share for gross proceeds of $4,179,014. The
private placement included a brokered component comprising 2,400,000 common shares for gross
proceeds of $300,000.

Total finder’s fees paid to third parties in connection with the financing amounted to $55,625;
$34,625 of this amount related to the non-brokered portion of the private placement and included
$18,000 paid through the issuance of common shares, while the remaining $21,000 related to the
brokered portion of the private placement and were paid through the issuance of 168,000 common
shares. The Company also issued an aggregate of 144,000 share purchase warrants (“Broker
Warrants”) in connection with the brokered portion of the private placement (see Note 10(b)). Each
Broker Warrant entitles the holder to purchase one common share of the Company at an exercise price
of $0.20 for a period of 24 months following closing of the private placement.

All securities issued in connection with the private placement (all three tranches) are subject to a
statutory hold period of four months plus a day from the date of issuance.

Share purchase warrants

A continuity of the Company’s share purchase warrants is as follows:
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Weighted
Number of average exercise
Expiry date warrants price
December 31, 2019 24,733,190 0.20
Issued:
Broker warrants (June 2020 private placement) June 19, 2022 144,000 0.20
Exercised:
Finder warrants (July 2019 private placement) July 25, 2020 (745,045) 0.20
Warrants (July 2019 private placement) Nov. 25, 2020 (22,296,832) 0.20
Finder warrants (Dec. 2018 private placement) Nov. 28, 2020 (366,000) 0.25
Pre-2017 RTO San Angelo warrants May 26, 2021 (500,000) 0.25
Expired:
Finder warrants (July 2019 private placement) July 25, 2020 (225,313) 0.20
Warrants (July 2019 private placement) Nov. 25, 2020 (500,000) 0.20
December 31, 2020 244,000 0.22
Issued:
Warrants (July 2021 bought deal) July 6, 2023 10,649,000 0.80
Underwriters' Warrants (July 2021 bought deal) July 6, 2023 1,042,320 0.54
Exercised:
Pre-2017 RTO San Angelo warrants May 26, 2021 (100,000) 0.25
December 31, 2021 11,835,320 0.77

The fair value of the finder warrants issued in 2020 and 2021 in connection with the June/July 2020
private placement and July 2021 bought-deal financing, respectively, were estimated as at the date of
issuance using the Black-Scholes option-pricing model applying the following assumptions:

July 6,2021 June 19,2020

($0.54) (30.20)

Dividends - -
Expected volatility (average) 104% 156%
Risk-free interest rate 1.00% 1.85%
Expected life (months) 24 24

The Company had the following share purchase warrants outstanding as at December 31, 2021:
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Number of]

Expiry date Exercise price warrants
Broker warrants (June 2020 private placement) June 19, 2022 0.20 144,000
Warrants (July 2021 bought deal) July 6, 2023 0.80 10,649,000
Underwriters' warrants (July 2021 bought deal) July 6, 2023 0.54 1,042,320
0.77 11,835,320

The weighted average remaining life of outstanding share purchase warrants as at December 31, 2021
was 18 months (December 31, 2020: 12 months).

(¢) Stock options

A continuity of the Company’s stock options is as follows:

Weighted
Number of average exercise
Expiry date options price
December 31,2019 5,471,093 0.22
Issued:
July 21, 2020 July 21, 2025 3,405,000 0.27
November 14, 2020 Nov. 13, 2025 1,150,000 0.60
Exercised (492,500) 0.28
Expired (672,645) 0.33
Forfeited (90,000) 0.15
December 31, 2020 8,770,948 0.28
Issued:
April 12,2021 April 11,2026 600,000 0.49
August 31, 2021 August 30, 2026 4,050,000 0.51
Exercised (419,724) 0.21
Expired (100,000) 0.27
Forfeited (518,000) 0.24
December 31, 2021 12,383,224 0.37

The weighted average remaining life of outstanding stock options as at December 31, 2021 was 43
months (December 31, 2020: 48 months).

Stock-based compensation relating to stock options totalled $1,406,958 in the year ended December
31, 2021 (year ended December 31, 2020: $791,730).
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All stock options granted in 2020 and 2021 will vest in five equal tranches over 24 months including
an initial tranche vesting on the date of issuance.

The fair values of the stock options granted in 2020 and 2021 were estimated as at the date of issuance
using the Black-Scholes option-pricing model applying the following assumptions:

August31,2021 April 12,2021 Nov. 14,2020 July 21,2020

($0.51) (30.49) (30.60) (30.27)

Dividends - - - -
Expected volatility (average) 119% 154% 160% 164%
Risk-free interest rate 1.0% 1.2% 1.5% 1.5%
Expected life (months) 60 60 60 60]
Expected rate of forfeiture 15.0% 15.0% 15.0% 15.0%

No stock options were exercised subsequent to December 31, 2021 through April 29, 2022. .
Restricted share units

Under the terms of the Company’s Restricted Share Unit Plan (“RSU Plan”) the Board of Directors
may, from time to time, grant to employees, officers and consultants, restricted share units (“RSUs”)
in such numbers and for such terms as may be determined by the Board of Directors. RSUs granted
under the RSU Plan are exercisable after the vesting conditions, as specified by the Board of Directors,
are met. The vesting period may not exceed three years.

In April 2021, the Company granted a total of 584,374 RSUs effective April 12, 2021, as follows:

e 126,041 RSUs to three directors of the Company of which 50% will vest on October 12, 2022
and the remaining 50% will vest on April 12, 2024

e 216,666 RSUs to three officers of the Company all of which will vest on April 12, 2024

e 218,750 RSUs to two employees of the Company all of which will vest on April 12, 2024

e 22917 RSUs to one employee of the Company all of which will vest on October 12, 2022.

The fair value of the RSUs granted was determined based on the Company’s share price on the date
of grant being $0.49.

In August 2020, the Company granted a total of 575,000 RSUs to five officers and directors of the
Company effective July 30, 2020. Fifty percent of the RSUs will vest on January 30, 2022 and the
remaining 50% will vest on July 30, 2023. The fair value of the RSUs granted was determined based
on the Company’s share price on the date of grant being $0.26.

A continuity of the Company’s RSUs is as follows:
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Number of RSUs
December 31, 2019 266,666
Issued:

July 30,2020 575,000
December 31, 2020 841,666
Issued:

April 12,2021 584,374
Vested (374,999)
December 31, 2021 1,051,041

The vesting profile of the RSUs outstanding as at December 31, 2021 is as follows:

Date of vesting RSUs
January 30, 2022 200,000
September 6, 2022 66,667
October 12, 2022 85,939
July 30, 2023 200,000
April 12, 2024 498,435
1,051,041

The RSUs that were to have vested as at January 30, 2022 did not vest as at this date due to the black-
out in effect relating to the pending announcement of a financing.

Stock-based compensation relating to RSUs totalled $161,488 in the year ended December 31, 2021
(year ended December 31, 2020: $51,814).
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11.

12.

13.

EXPLORATION AND DEVELOPMENT

Year ended December 31,2021

Logistical
Cuia Cuiu Other support Total

Drilling $ 2,859,967 - - $ 2,859,967
Field costs 2,277,875 15,221 - 2,293,096
Payroll 1,700,871 - 52,515 1,753,386
Freight and travel 779,064 - 11,206 790,270
Assay 343,423 - - 343,423
Office and logistics - - 150,529 150,529
Consulting, third parties 69,390 - - 69,390

$ 8,030,590 15,221 214,250 $ 8,260,061
Year ended December 31,2020

Logistical
Cuia Cuiu Other support Total

Payroll $ 815,060 - 37,578 $ 852,638
Field costs 788,311 3,291 - 791,602
Consulting, third parties 384,421 - - 384,421
Freight and travel 267,271 41,452 8,740 317,463
Drilling 166,994 - - 166,994
Office and logistics - - 84,874 84,874
Assay 53,850 - - 53,850

$ 2,475,907 44,743 131,192 § 2,651,842
SALARY AND WAGES

Total payroll, consulting and related costs incurred in the year ended December 31, 2021 amounted

to $2,240,364 (year ended December 31, 2020: $1,289,571).

SEGMENTED INFORMATION

The Company operates in one reportable operating segment, being the acquisition, exploration and

development of mineral properties.

follows:

The Company’s assets are located in Canada and Brazil as
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14.
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(b)

Canada Brazil Total
Non-current assets:
December 31, 2021 $ 2,297 4,306,001 $ 4,308,298
December 31, 2020 4,995 2,687,358 2,692,353
Net loss:
Year ended December 31, 2021 $ 1,954,357 9,250,828 11,205,185
Year ended December 31, 2020 $ 1,540,110 3,087,826 $ 4,627,936

RELATED PARTY TRANSACTIONS

Management compensation

Year ended
Dec.31,2021

Year ended
Dec. 31,2020

Management:
Employment remuneration
Consulting fees
Bonuses
Payroll related costs
Stock-based compensation, stock options
Stock-based compensation, RSUs

Directors (excluding management):
Stock-based compensation, stock options
Stock-based compensation, RSUs

$ 179,000 $ 189,417
204,333 190,167

30,000 -

22,908 21,656

338,322 256,554

54,319 12,188

828,882 669,982

308,303 154,547

76,558 39,626

384,861 194,173

$ 1,213,743  $ 864,155

Management comprises the Executive Chairman, the President and Chief Executive Officer and the
Chief Financial Officer. Employment remuneration is paid to the President and Chief Executive
Officer and the Chief Financial Officer. Consulting fees are paid to Geofin Consulting and Hornby
Capital Corp., companies controlled by the Executive Chairman and the Chief Financial Officer,

respectively.

Balances due to related parties

As at December 31, 2021, the Company owed a total of $8,446 to management in connection with
unreimbursed expenditures incurred on behalf of the Company. This liability was settled in full in
the first quarter of 2022. Amounts owing to management are non-interest bearing, unsecured and

have no set terms of repayment.
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15.

16.

(@

Other related party issues

All transactions with related parties have occurred in the normal course of operations and have been
measured at the exchange amount, which is the amount agreed to by the related parties.

Officers and directors of the Company subscribed for a total of 1,700,000 common shares for gross
proceeds of $212,500 in the June and July 2020 private placement (see Note 10(a)).

Officers and directors of the Company and persons and entities related thereto exercised a total of
2,300,000 share purchase warrants at an exercise price of $0.20 during 2020 (see Note 10(b)).

No stock options were exercised by officers or directors of the Company during 2021. Officers and
directors of the Company exercised a total of 297,000 stock options at an exercise price of $0.35
during 2020 (see Note 10(c)).

CAPITAL MANAGEMENT

The Company’s objectives in managing its capital are as follows:

e To safeguard its ability to continue as a going concern

e To have sufficient capital to be able to meet its strategic objectives including the continued
exploration and development of its existing mineral projects and the identification of additional
projects.

Given the current exploration stage of its projects, the Company’s primary source of capital is derived
from equity issuances. Capital consists of equity attributable to common shareholders.

The Company has no externally imposed capital requirements and manages its capital structure in
accordance with its strategic objectives and changes in economic conditions. In order to maintain or
adjust its capital structure, the Company may issue new shares in the form of private placements
and/or secondary public offerings.

Additional information relating to going concern is disclosed in Note 1.

FINANCIAL INSTRUMENTS

Carrying value and fair value

The Company’s financial instruments comprise cash and cash equivalents, accounts receivable
(excluding sales taxes) and accounts payable and accrued liabilities.

Financial instruments recognised at fair value on the consolidated statements of financial position are

classified in fair value hierarchy levels as follows:

e Level 1: Valuation based on unadjusted quoted prices in active markets for identical assets or
liabilities

e Level 2: Valuation techniques based on inputs other than Level 1 quoted prices that are
observable for the asset or liability, either directly (prices) or indirectly (derived from prices)
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e Level 3: Valuation techniques with unobservable market inputs (involves assumptions and
estimates by management).

Cash and cash equivalents and accounts receivable are classified as subsequently measured at
amortised cost. Amortised cost approximates fair market value due to the short-term nature of the
balances.

Accounts payable and accrued liabilities are classified as subsequently measured at amortised cost
and are recorded in the financial statements at amortised cost. The fair value of accounts payable and
accrued liabilities may be less than the carrying value as a result of the Company’s credit and liquidity
risk.

Financial risks

The Company’s activities expose it to a variety of financial risks, including foreign exchange risk,
liquidity risk, credit risk and interest rate risk.

Foreign exchange risk

The Company operates primarily in Brazil and is therefore exposed to foreign exchange risk arising
from transactions denominated in Brazilian reais (“R$”). Other than Canadian dollar balances, the
Company’s cash and cash equivalents, receivables and accounts payable and accrued liabilities are
denominated in R$ and US$. Accordingly, the Company is subject to foreign exchange risk relating
to such balances in connection with fluctuations against the Canadian dollar. The Company has no
program in place for hedging foreign currency risk.

The Company held the following foreign currency denominated balances as at December 31, 2021
and December 31, 2020:

December 31,2021 December 31,2020

R$ US$S R$ US$

Cash and cash equivalents 4,656,142 20,353 2,277,986 3,895
Receivables and prepaid expenses 699,804 - 15,446 -
Accounts payable and accrued liabilities (3,816,499) - (1,261,749) -
1,539,447 20,353 1,031,683 3,895

Equivalent in Canadian dollars 350,224 25,804 252,866 4,959

Based on the balances held as at December 31, 2021, a 10% decrease in the $ per R$ and $ per US$
exchange rates on this date would have resulted in an increase in the net loss for the year then ended
of approximately $37,603.

Liquidity risk

Liquidity risk encompasses the risk that an entity cannot meet its financial obligations in full as they
become due. The Company manages liquidity by taking the appropriate steps to maintain adequate
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cash and cash equivalent balances. The Company monitors actual and forecast cash flows, and
matches the maturity profile of financial assets and liabilities. See Note 1.

Credit risk

Credit risk is the risk of economic loss arising from a counterparty’s failure to repay or service debt
according to the contractual terms. Financial instruments that potentially subject the Company to
credit risk consist of cash and cash equivalents and receivables. The carrying value of the Company’s
financial assets recorded in the consolidated financial statements represents its maximum exposure to
credit risk.

All accounts receivable balances are collectable and no valuation allowance or provision was applied
or required as at December 31, 2021.

Interest rate risk

Interest rate risk is the risk that cash flows will fluctuate due to changes in market interest rates. While
the Company’s financial assets are generally not exposed to significant interest rate risk because of
their short-term nature, changes in interest rates will have a corresponding impact on interest income
realised on such assets.

The Company did not have any interest-bearing liabilities outstanding as at December 31, 2021.

SUPPLEMENTARY CASH FLOW INFORMATION

The consolidated statements of cash flows exclude the following items that do not require the use of
cash:

Year ended Year ended|

Dec.31,2021 Dec. 31,2020
Accounts payable relating to mineral properties $ 109,476  $ 22,574
Share issuance costs paid in warrants 272,046 12,528

CONTINGENT LIABILITY
Litigation

Various legal, tax and regulatory matters are outstanding from time to time due to the nature of the
Company’s operations and the Company is therefore subject to litigation in the counties in which it
operates. As at December 31, 2021 and April 29, 2022, there was one legal case outstanding which
had not been settled. The Company is not a defendant in this litigation, however, it does have a
potential exposure pursuant to the terms of a historic joint venture agreement and a related
indemnification provided to a third party in connection with the sale of its 35% interest in a company
in 2018. Management is monitoring the progress of this case in the Brazilian courts and is continuing
to support the defendants in their vigorous defence against this claim. Recent decisions of the
applicable courts have gone against the defendants which increases the risk that the Company may

Page 29



Cabral Gold Inc.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)
Years ended December 31, 2021 and December 31, 2020

(b)

ultimately incur a loss. As at April 29, 2022, however, the significant uncertainty present regarding
the outcome of the case and related issues is such that at this time, management is unable to estimate
the likelihood of a loss ultimately being realised by the Company or the quantum and timing of any
such loss should it occur. No provision has been made in the accounts for any amount associated with
the claim.

COVID-19

The Company’s operations could be significantly and adversely impacted by the effects of a
widespread global outbreak of a contagious disease, such as the recent outbreak of respiratory illness
caused by COVID-19. The Company cannot accurately predict the impact COVID-19 will have on
its operations and the ability of others to meet their obligations with the Company, including
uncertainties relating to the ultimate geographic spread of the virus, the severity of the disease, the
duration of the outbreak and the length of travel and quarantine restrictions imposed by governments
of affected countries. In addition, a significant outbreak of contagious diseases in the human
population could result in a widespread health crisis that could adversely affect the economies and
financial markets of many countries, resulting in an economic downturn that could further affect the
Company’s operations and ability to finance its operations.
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