KODIAK COPPER CORP.
Consolidated Financial Statements
For the years ended September 30, 2021 and 2020
(Expressed in Canadian Dollars)

INDEPENDENT AUDITOR’S REPORT

To the Shareholders of
Kodiak Copper Corp.
Opinion
We have audited the accompanying consolidated financial statements of Kodiak Copper Corp. (the “Company”), which
comprise the consolidated statement of financial position as at September 30, 2021 and the consolidated statements of loss and
comprehensive loss, changes in shareholders’ equity, and cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the
Company as at September 30, 2021, and its financial performance and its cash flows for the year 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 other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to provide a
basis for our opinion.
Material Uncertainty Related to Going Concern
We draw attention to Note 1 of the consolidated financial statements, which indicates that the Company incurred a net loss of
$1,809,835 during the year ended September 30, 2021 and as of that date had an accumulated deficit of $55,250,005. As stated
in Note 1, these events and conditions indicate that a material uncertainty exists that may cast significant doubt on the
Company’s ability to continue as a going concern. Our opinion is not modified in respect of this matter.
Other Matters
The consolidated financial statements of Kodiak Copper Corp. for the year ended September 30, 2020 were audited by another
auditor who expressed an unmodified opinion on those statements on January 28, 2021.
As part of our audit of the consolidated financial statements of Kodiak Copper Corp. for the year ended September 30, 2021,
we also audited the adjustment described in Note 14 that was applied to restate the consolidated financial statements for the
year ended September 30, 2020. In our opinion, the adjustment is appropriate and has been properly applied. We were not
engaged to audit, review or apply any procedures to the consolidated financial statements of Kodiak Copper Corp. for the year
ended September 30, 2020, other than with respect to the adjustment and, accordingly, we do not express an opinion or any
other form of assurance on the consolidated financial statements for the year ended September 30, 2020 taken as a whole.

Other Information
Management is responsible for the other information. The other information obtained at the date of this auditor's report includes
Management’s Discussion and Analysis.
Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.
In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated.
We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we have
performed, we conclude that there is a material miss tatement 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 s o.
Those charged with governance are responsible for overseeing the Company's fin ancial reporting process.
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally
accepted auditing standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:





Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal
control.
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.






Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Company's ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor's report to the related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor's report. However, future events or conditions may cause the Company to cease to continue
as a going concern.
Evaluate the overall presentation, structure and content of the consolidated financia l statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.
Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Company to express an opinion on the consolidated financial statements. We are responsible for the
direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion.

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

Vancouver, Canada
January 27, 2022

Chartered Professional Accountants

KODIAK COPPER CORP.
Consolidated Statements of Financial Position
As at
(Expressed in Canadian Dollars)

September 30,
2021
Assets
Current Assets:
Cash and cash equivalents (Note 3e)
Amounts receivable
Advances and deposits
Marketable securities (Note 5c)
Due to Solstice Gold Corp

October 1,
2019
(Restated) Note
14)

11,765,345 $
127,441
59,210
146,171
12,098,167

2,572,178
76,119
209,440
767,050
3,624,787

450
184,986
59,486
10,046,620
22,389,709 $

834
169,998
2,880,582
6,676,201

$

1,646
169,641
10,428,944
11,695,227

Liabilities and Shareholders’ Equity
Current Liabilities:
Accounts payable and accrued liabilities
$
(Notes 6 &7)
Flow through share premium liability (Note 9)

1,440,636 $

1,109,901

$

605,039

1,858,347
3,298,983

237,811
1,347,712

82,504
687,543

Long term loan (Note 11)
Total Liabilities

40,000
3,338,983

40,000
1,387,712

687,543

52,087,591
6,764,559
(123,491)
(53,440,170)
5,288,489
6,676,201

47,985,412
6,546,547
(61,090)
(43,463,185)
11,007,684
11,695,227

Non-Current Assets:
Equipment
Reclamation bonds (Note 4)
Long term deposits
Exploration and evaluation assets (Note 5)
Total Assets

$

September 30,
2020
(Restated)
Note 14)

$

Shareholders’ Equity:
Share capital (Note 8)
Reserves (Note 8)
Accumulated other comprehensive loss
Deficit
Total Liabilities and Shareholders’ Equity

$

67,296,953
7,445,602
(441,824)
(55,250,005)
19,050,726
22,389,709 $

$

$

Nature of Operations and Ability to Continue as a Going Concern (Note 1)
Subsequent events (Note 15)
Approved on Behalf of the Board:

“Steven Krause”
Steven Krause

“Chad Ulansk y”
Chad Ulansky

The accompanying notes are an integral part of these consolidated financial statements.
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812,909
29,621
219,082
33,384
1,094,996

KODIAK COPPER CORP.
Consolidated Statements of Loss and Comprehensive Loss
For the years ended
(Expressed in Canadian Dollars)
Years ended September 30,
2020
(Restated
Note 14)

2021
Expenses
Amortization
Consulting fees
Insurance
Management fees and wages (Note 7)
Directors’ fees (Note 7)
Payroll costs
Office and administration
Professional fees
Rent
Share-based compensation (Notes 7 & 8 (d))
Transfer agent and filing
Travel, promotion and investor relations
Impairment of exploration and evaluation assets (Note 5)
Loss before other expense

$

Other income (expenses)
Foreign currency loss
Interest
Other income (Note 9)
Sale of Trapper Property (Note 5c)
Other income

384
152,495
39,724
521,815
52,500
89,845
173,432
155,292
88,666
1,427,850
141,336
779,775
29,773
(3,652,887)

$

812
315,715
21,641
308,840
45,751
45,226
87,998
44,670
222,442
41,493
800,076
9,539,214
(11,473,878)

(13,920)
102,078
1,754,894
1,843,052

(16,799)
12,882
582,691
918,119
1,496,893

Loss for the year
Other comprehensive loss
Foreign currency translation adjustment

(1,809,835)

(9,976,985)

(5,086)

18,953

Loss on marketable securities (Note 5c)

(313,247)

(81,354)
$ (10,039,386)

Comprehensive loss for the year

$

(2,128,168)

Loss per share - basic and diluted

$

(0.04)

Weighted average number of shares outstanding

46,284,594

$

(0.30)
33,817,723

The accompanying notes are an integral part of these consolidated financial statements.
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KODIAK COPPER CORP.
Consolidated Statements of Changes in Shareholders’ Equity
For the years ended
(Expressed in Canadian Dollars)
Share Capital
Number of
Shares
Amount
Balance at October 1, 2019 (Restated –
Note 14)
Loss for the year
Shares issued in private placement
Flow-through shares issued in private
placement
Flow-through shares premium
Shares issue costs
Warrants exercised
Broker warrants exercised
Options exercised
Share based compensation
Fair Value adjustment on marketable
securities
Foreign currency translation adjustment
Balance at September 30, 2020 (Restated
– Note 14)
Loss for the year
Shares issued in private placement
Flow through shares issued in private
placement
Flow through shares premium
Share issue costs
Shares issued for mineral property
Warrants exercised
Broker Warrants Exercised
Options exercised
Share-based compensation
Fair Value adjustment on marketable
securities
Foreign currency translation adjustment
Balance at September 30, 2021

Reserves

29,354,647 $ 47,985,412 $ 6,546,547
2,757,443
983,145
-

AOCL
$

(61,090)
-

Deficit
$

Total

(43,463,185) $ 11,007,684
(9,976,985)
(9,976,985)
983,145

4,552,098
2,250,592
157,958
94,000
-

2,394,705
(786,570)
(156,132)
1,485,958
116,793
64,280
-

45,906
(21,956)
(28,380)
222,442

-

-

2,394,705
(786,570)
(110,226)
1,485,958
94,837
35,900
222,442

-

-

-

(81,354)
18,953

-

(81,354)
18,953

39,166,738 $ 52,087,591 $ 6,764,559

$

(123,491)

$

(53,440,170) $

5,288,489

1,027,443

2,003,514

-

-

(1,809,835)
-

(1,809,835)
2,003,514

3,739,316
950,000
3,356,143
59,448
806,000
-

10,673,965
(3,382,299)
(18,875)
1,577,000
3,064,089
55,641
1,236,327
-

(11,055)
(735,752)
1,427,850

-

-

10,673,965
(3,382,299)
(18,875)
1,577,000
3,064,089
44,586
500,575
1,427,850

49,105,088 $ 67,296,953 $ 7,445,602

(313,247)
(5,086)
(441,824)

$

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

(313,247)
(5,086)
(55,250,005) $ 19,050,726

KODIAK COPPER CORP.
Consolidated Statements of Cash Flows
For the years ended
(Expressed in Canadian Dollars)
Year Ended
September 30,
2020 (Restated
Note 14)

Year Ended
September 30,
2021

Cash provided by / (used in):

Operating Activities:
Loss for the year
Items not affecting cash:
Amortization
Other income
Gain on sale of Trapper property
Share-based compensation
Impairment of exploration and evaluation assets
Net changes in non-cash working capital items:
Amounts receivable
Due from Solstice Gold Corp.
Advances and deposits
Accounts payable and accrued liabilities

$

Investing Activities:
Proceeds from sale of Trapper property
Reclamation bonds
Exploration and evaluation assets

Financing Activities:
Shares issued for cash, net of share issuance costs
Warrants exercised
Options exercised
Broker warrant exercised
Proceeds from sale of marketable securities
Proceeds from CEBA loan
Effect of exchange rate changes on cash and cash
equivalents

(1,809,835)

$

(9,976,985)

384
(1,754,894)
1,427,850
29,773

812
(582,691)
(918,119)
222,442
9,539,214

(51,322)
90,744
169,368
(1,897,932)

(46,498)
33,384
9,642
348,471
(1,370,328)

(14,988)
(5,184,444)
(5,199,432)

100,000
(357)
(1,864,746)
(1,765,103)

12,378,735
3,064,089
500,575
44,586
307,632
16,295,617

3,219,052
1,485,958
35,900
94,837
40,000
4,875,747

(5,086)

18,953

Change in cash and cash equivalents for the year
$
9,193,167 $
1,759,269
Cash and cash equivalents, beginning of the year
$
2,572,178 $
812,909
Cash and cash equivalents, end of the year
$
11,765,345 $
2,572,178
Supplemental Information:
Non-cash investing and financing activities:
Common shares issued for resource properties
$
1,577,000 $
Share issuance costs
45,906
Flow-through premium liability
3,375,430
Marketable securities received on sale of Trapper
848,403
Fair value transfer of options and warrants exercised
746,807
50,336
Allocation of cash received in advance to share capital
273,000
Mineral property costs included in accounts payable
560,383
126,106
During the year ended September 30, 2021, the Company paid $ Nil in taxes (2020 - $ Nil) and $Nil in interest
expense (2020 - $ Nil).

8

KODIAK COPPER CORP.
Notes to the Consolidated Financial Statements
For the years ended September 30, 2021 and 2020
(Expressed in Canadian Dollars)
1.

NATURE OF OPERATIONS AND ABILITY TO CONTINUE AS A GOING CONCERN
Kodiak Copper Corp. (“Kodiak” or the “Company”) was incorporated under the laws of the Province of British
Columbia on January 12, 1987. The Company’s common shares are trading as a mining issuer on Tier 2
of the TSX Venture Exchange under the trading symbol KDK.
The Company’s activities consist of the exploration and development of base metals throughout North
America. The head office and principal address of the Company are located at 1020 – 800 West Pender
Street, Vancouver, BC V6C 2V6.
As the Company is in the exploration stage, the recoverability of amounts shown for exploration and
evaluation assets and the Company’s ability to continue as a going concern is dependent upon the
discovery of economically recoverable reserves, continuation of the Company's interest in the underlying
resource claims, the ability of the Company to obtain necessary financing to complete their development
and upon future profitable production or proceeds from the disposition thereof. The amounts shown as
exploration and evaluation assets represent net costs to date, less amounts amortized and/or written‐off,
and do not necessarily represent present or future values.
The Company incurred a net loss of $1,809,835 during the year ended September 30, 2021 and, as of that
date, the accumulated deficit was $55,250,005. The Company expects to incur future losses in the
development of its business. While these consolidated financial statements have been prepared with the
assumption that the Company will be able to meet its obligations and continue its operations for its next
fiscal year, the aforementioned conditions indicate the existence of material uncertainty which may cast
significant doubt on the Company’s ability to continue as a going concern. Realization values may be
substantially different from carrying values as shown and these consolidated financial statements do not
give effect to adjustments that would be necessary if the Company were not to continue as a going concern.
In March 2020, the World Health Organization declared coronavirus COVID-19 a global pandemic. This
contagious disease outbreak, which has continued to spread, and any related adverse public health
developments, has adversely affected workforces, economies, and financial markets globally, potentially
leading to an economic downturn. To date, there have been no adverse effects on the Company’s business
or ability to raise funds.
Statement of Compliance
These consolidated financial statements for the year ended September 30, 2021 were prepared in
accordance with International Financial Reporting Standards (“IFRS”) issued by the International
Accounting Standards Board (“IASB”) and Interpretations of the International Financial Reporting
Interpretations (“IFRIC”) in effect at September 30, 2021. The Company has elected to present the
statements of operations and comprehensive loss in a single statement. These consolidated financial
statements have been prepared using the accrual basis of accounting except for cash flow information.
The consolidated financial statements of the Company for the year ended September 30, 2021 (including
comparatives) have been prepared by management, reviewed by the Audit Committee and approved and
authorized for issue by the Board of Directors on January 25, 2022.
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KODIAK COPPER CORP.
Notes to the Consolidated Financial Statements
For the years ended September 30, 2021 and 2020
(Expressed in Canadian Dollars)
2.

BASIS OF PREPARATION
Critical judgments in applying accounting policies
The preparation of these consolidated financial statements requires management to make certain
estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at the date
of the consolidated financial statements and reported amounts of expenses during the year. Actual results
could differ from these estimates.
These consolidated financial statements include estimates which, by their nature, are uncertain. The
impacts of such estimates are pervasive throughout the consolidated financial statements and may require
accounting adjustments based on future occurrences. Revisions to accounting estimates are recognized in
the period in which the estimate is revised and future periods if the revision affects both current and future
periods. These estimates are based on historical experience, current and future economic conditions and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

3.

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements.
a.

Basis of measurement
The consolidated financial statements have been prepared on a historical cost basis, except for
financial instruments which are recorded at fair value.

b.

Basis of consolidation
These consolidated financial statements include the financial statements of Kodiak Copper Corp.
and its wholly owned subsidiaries - Minera Ocean Park, incorporated in Mexico, Mohave Holdings
Inc. incorporated in Canada, Four Point Construction Inc., incorporated in United States,
incorporated pursuant to the laws of British Columbia, Canada. All intercompany transactions and
balances have been eliminated upon consolidation.

c.

Foreign currencies
The consolidated financial statements for the Company and its subsidiaries are prepared using
their functional currencies. Functional currency is the currency of the primary economic
environment in which an entity operates. The presentation currency of the Company is Canadian
dollars. The functional currency of Kodiak Copper Corp., Mohave Holdings Inc. and Four Points
Construction Inc. is the Canadian dollar, and Minera Ocean Park is the Mexican Peso.
Foreign currency transactions are translated into the functional currency using exchange rates
prevailing at the dates of the transactions.
At the end of each reporting period, monetary assets and liabilities that are denominated in foreign
currencies are translated at the rates prevailing at that date. Non‐monetary assets and liabilities
that are measured at historical cost are translated by using the exchange rate in effect at the date
of the initial transaction and are not subsequently restated. Non‐monetary assets and liabilities that
are measured at fair value or a revalued amount are translated by using the exchange rate in effect
at the date the value is determined, and the related translation differences are recognized in the
statement of loss and comprehensive loss or other comprehensive loss consistent with where the
gain or loss on the underlying non‐monetary asset or liability has been recognized.
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KODIAK COPPER CORP.
Notes to the Consolidated Financial Statements
For the years ended September 30, 2021 and 2020
(Expressed in Canadian Dollars)
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
The assets and liabilities of each subsidiary are translated into Canadian dollars using the exchange rate
at the reporting date and the operations are translated into Canadian dollars using the average exchange
rate for the reporting period. All gains and losses on translation of a subsidiary from its functional currency
to the presentation currency are charged to other comprehensive income (loss).
d.

Financial instruments

Financial assets
Financial assets are classified as either financial assets at fair value through profit or loss (“FVTPL”), fair
value through other comprehensive income (“FVTOCI”) or amortized cost. The Company determines the
classification of financial assets at initial recognition.
(i)

Financial assets at FVTPL

Financial assets carried at FVTPL are initially recorded at fair value and transaction costs are expensed in
profit or loss. Equity instruments that are held for trading and all equity derivative instruments are classified
as FVTPL. Realized and unrealized gains and losses arising from changes in the fair value of the financial
assets held at FVTPL are included in profit or loss in the period in which they arise.
(ii)

Financial assets at FVTOCI

Financial assets carried at FVTOCI are initially recorded at fair value plus transaction costs with all
subsequent changes in fair value recognized in other comprehensive income (loss). For investments in
equity instruments that are not held for trading, the Company can make an irrevocable election (on an
instrument-by-instrument basis) at initial recognition to classify them as FVTOCI. On the disposal of the
investment, the cumulative change in fair value remains in other comprehensive income (loss) and is
not recycled to profit or loss.
(iii)

Amortized cost

Financial assets are classified at amortized cost if the objective of the business model is to hold the financial
asset for the collection of contractual cash flows, and the asset’s contractual cash flows are comprised
solely of payments of principal and interest. The Company’s amounts receivable are recorded at amortized
cost as they meet the required criteria. A provision is recorded based on the expected credit losses for the
financial asset and reflects changes in the expected credit losses at each reporting period.
Financial liabilities
Financial liabilities are initially recorded at fair value and subsequently measured at amortized cost, unless
they are required to be measured at FVTPL (such as derivatives) or the Company has opted to measure
at FVTPL. The Company’s financial liabilities include accounts payable and accrued liabilities and longterm loan which are all classified at amortized cost.
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KODIAK COPPER CORP.
Notes to the Consolidated Financial Statements
For the years ended September 30, 2021 and 2020
(Expressed in Canadian Dollars)
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
d. Financial instruments (continued)
The following table shows the classifications under IFRS 9.
Classification under
IFRS 9
Cash and cash equivalents
Amounts receivable
Reclamation bonds
Marketable Securities
Long term loan
Accounts payable and accrued
liabilities

FVTPL
Amortized cost
Amortized cost
FVTOCI
Amortized cost
Amortized cost

e. Cash and cash equivalents
Cash and cash equivalents include cash on hand, deposits held on call with Canadian chartered banks and
other short term, highly liquid investments with original maturities of three months or less that are readily
convertible to known amounts of cash and subject to an insignificant risk of change in value. As at
September 30, 2021, the cash and cash equivalents consist of $11,665,345 (2020 - $2,572,178) in cash
and $100,000 (2020 - $Nil) in cash equivalents.
f.

Mineral properties under exploration
Pre-exploration costs are expensed in the period in which they are incurred.
Once the legal right to explore a property has been acquired, all costs related to the acquisition, exploration
and evaluation of mineral properties are capitalized by property. Costs not directly attributable to exploration
and evaluation activities, including general administrative overhead costs, are expensed in the period in
which they occur.
Where the Company has entered into option agreements to acquire interests in mineral properties that
provide for periodic payments or periodic share issuances, amounts unpaid and unissued are not recorded
as liabilities since they are payable and issuable entirely at the Company’s option. Option payments are
recorded as mineral property costs when the payments are made and the share issuances are recorded as
mineral property costs using the fair market value of the Company’s common shares at the date the
counterparty’s performance is complete or the issuance date, whichever is more determinable.
When a project has been established as commercially viable and technically feasible, related development
costs are capitalized into Development Costs. This includes costs incurred in preparing the site for mining
operations. Capitalization ceases when the mine is capable of commercial production, with the exception
of development costs which give rise to a future benefit.
As the Company currently has no operational income, any incidental revenues earned in connection with
exploration activities are applied as a reduction to capitalized exploration costs.
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KODIAK COPPER CORP.
Notes to the Consolidated Financial Statements
For the years ended September 30, 2021 and 2020
(Expressed in Canadian Dollars)
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
g. Reclamation bonds
Cash which is subject to contractual restrictions on use for mineral properties is classified separately as
reclamation bonds (Note 4).
h. Equipment
Equipment is recorded at historical cost less accumulated amortization and impairment charges.
Equipment is depreciated using a declining balance basis over the estimated useful lives of the individual
assets.
The Company uses an amortization rate of 20% for its equipment.
i. Impairment of non-financial assets
At each date of the statement of financial position, the Company’s carrying amounts of its assets are
reviewed to determine whether there is any indication that those assets maybe impaired. If such indication
ex is ts, the recoverable amount of the asset is estimated in order to determine the extent of the impairment,
if any. The recoverable amount is the higher of fair value less costs to sell and value in use. 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 pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its recoverable
amount and the impairment loss is recognized in profit or loss for the period, unless the relevant asset is
carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.
For an asset that does not generate largely independent c ash flows, the recoverable amount is determined
for the cash generating unit to which the asset belongs.
Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its recoverable amount, but to an amount that does not exceed
the carrying amount that would have been determined had no impairment loss been recognized for the
asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognized immediately
in profit or loss.
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KODIAK COPPER CORP.
Notes to the Consolidated Financial Statements
For the years ended September 30, 2021 and 2020
(Expressed in Canadian Dollars)
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
j.

Restoration and environmental rehabilitation provisions
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 property interest.
The Company is required to record the estimated present value of future cash flows associated with site
reclamation as a liability when the liability is incurred and increase the carrying value of the related assets
for that amount. The obligations recognized are statutory, contractual or legal. The liability is accreted over
time for changes in the fair value of the liability through charges to accretion, which is included in the
statement of loss and comprehensive loss.
Discount rates using a pre-tax rate that reflect the time value of money are used to calculate the net present
value. These costs are charged against profit or loss over the economic life of the related asset, through
amortization using either the unit-of-production or the straight-line method. 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. Costs for restoration of
subsequent site damage which is created on an ongoing basis during production are provided for at their
net present values and charged against profits as extraction progresses. The Company has accrued
$100,000 reclamation provision in accounts payable and accrued liabilities (Note 5).

k. Income taxes
Income tax expense comprises current and deferred tax. Current tax is the expected tax payable or
receivable on the taxable income or loss for the year using tax rates enacted or substantively enacted at
the reporting date. As the Company is in a loss position there is no current tax payable.
Deferred income tax is recognized in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred
tax is measured at the tax rates that are expected to be applied to temporary differences when they reverse,
based on the tax laws that have been enacted or substantively enacted by the reporting date. Deferred
income tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities
and assets, and they relate to income taxes levied by the same tax authority on the same taxable entity.
A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences,
to the extent that it is probable that future taxable profits will be available against which they can be utilized.
Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realized.
l.

Share capital
Share capital represents the amount received on the issue of shares, less issuance costs. Deficit includes
all current and prior year losses.
Common shares
Common shares and warrants are classified as equity. Incremental costs directly attributable to the issue
of common shares, including warrants, are recognized as a reduction of equity, net of tax. The Company
has adopted a residual value method with respect to the measurement of shares and warrants issued as
private placement units. The residual value method first allocates value to the more easily measurable
component based on fair value and then the residual value, if any, to the less easily measurable component.
The fair value of the common shares issued in the private placements was determined to be the more easily
measurable component and were valued at their fair value, as determined by the closing quoted bid price
on the day prior to the issuance date. The balance, if any, was allocated to the attached warrants. Any fair
value attributed to the warrants is recorded in reserves.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
l.

Share capital (continued)
Flow-through common shares
Canadian tax legislation permits a company to issue flow-through common shares whereby the deduction
for tax purposes relating to qualified resource expenditures is claimed by the investors rather than the
Company.
Upon issuance of flow-through common shares, the fair value of the common shares is recorded as an
increase in share capital. Any difference (premium) between the amounts recognized in share capital and
the amount paid by the investor is recognized as a flow-through share premium liability and is reversed into
earnings at the time the flow-through expenditures have been incurred, net of share issuance costs.
When flow-through expenditures have been incurred and it is the Company’s intent to renounce such
expenditures, the Company records the tax effect as a charge to profit or loss and an increase to deferred
tax liabilities. To the extent that the Company has deferred tax assets that were not recognized in previous
periods, a deferred tax recovery is recorded as an offsetting recovery in profit or loss.

m. Loss per share
Basic loss per share is computed by dividing net earnings/loss available to common shareholders by the
weighted average number of shares outstanding during the reporting period. Diluted loss per share is
computed similar to basic loss per share except that the weighted average shares outstanding are
increased to include additional shares for the assumed exercise of stock options and warrants, if dilutive.
The number of additional shares is calculated by assuming that outstanding stock options and warrants
were exercised and that proceeds from such exercises were used to acquire common stock at the average
market price during the reporting periods.
n.

Share-based compensation
Where equity-settled share options are awarded to employees, the fair value of the options at the date of
grant is charged to the statement of loss and comprehensive loss over the vesting period. Performance
vesting conditions are taken into account by adjusting the number of equity instruments expected to vest
at each reporting date so that, ultimately, the cumulative amount recognized over the vesting period is
based on the number of options that eventually vest. Non-vesting conditions and market vesting conditions
are factored into the fair value of the options granted.
As long as all other vesting conditions are satisfied, a charge is made irrespective of whether these vesting
conditions are satisfied. The cumulative expense is not adjusted for failure to achieve a market vesting
condition or where a non-vesting condition is not satisfied.
Where the terms and conditions of options are modified before they vest, the increase in the fair value of
the options, measured immediately before and after the modification, is also charged to the statement of
loss and comprehensive loss over the remaining vesting period.
Where equity instruments are granted to employees, they are recorded at the fair value of the equity
instrument granted at the grant date. The grant date fair value is recognized in the statement of loss and
comprehensive loss over the vesting period, described as the period during which all the vesting conditions
are to be satisfied.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
n.

Share-based compensation (continued)
Where equity instruments are granted to non-employees, they are recorded at the fair value of the goods
or services received in the statement of loss and comprehensive loss, unless they are related to the
issuance of shares. Share issuance costs related to the issuance of shares are recorded as a reduction of
share capital.
When the value of goods or services received in exchange for the share-based compensation cannot be
reliably estimated, the fair value is measured by use of a valuation model. The expected life used in the
model is adjusted, based on management’s best estimate, for the effects of non-transferability, exercise
restrictions, and behavioural considerations.
All equity-settled share-based compensation are reflected in reserves, until exercised. Upon exercise,
shares are issued from treasury and the amount reflected in reserves is credited to share capital, adjusted
for any consideration paid.
Where a grant of options is cancelled or settled during the vesting period, excluding forfeitures when vesting
conditions are not satisfied, the Company immediately accounts for the cancellation as an acceleration of
vesting and recognizes the amount that otherwise would have been recognized for services received over
the remainder of the vesting period. Any payment made to the employee on the cancellation is accounted
for as the repurchase of an equity interest except to the extent the payment exceeds the fair value of the
equity instrument granted, measured at the repurchase date. Any such excess is recognized as an
expense.

o. Comprehensive income (loss)
Comprehensive income (loss) is the change in the Company’s net assets that results from transactions,
events and circumstances from sources other than the Company’s shareholders and includes items that
are not included in net profit such as foreign currency gains or losses related to translation of the financial
statements of foreign operations, and unrealized gains and losses on marketable securities . The
Company’s comprehensive income/loss, components of other comprehensive income/loss and cumulative
translation adjustments are presented in the statements of operations and comprehensive loss and the
statements of changes in equity.
p. Contingent consideration
Contingent consideration from an asset acquisition is recognized when: (i) the conditions associated with
the contingency are met; (ii) the Company has a present legal or constructive obligation that can be
estimated reliably; and (iii) and it is probable that an outflow of economic benefits will be required to settle
the obligation.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
q. New accounting standards issued but not yet in effect
IAS 16, Property, Plant and Equipment - Proceeds before Intended Use
Effective for annual periods beginning on or after January 1, 2022, the amendment to IAS 16 prohibits
deducting from the cost of property, plant and equipment amounts received from selling items produced
while preparing the asset for its intended use. Instead, a company will recognize such sale proceeds and
related cost in profit or loss. The Company does not expect the adoption of this new amendment to have
a significant impact on the consolidated financial statements.
r.

Significant Accounting Judgements and Estimates
Information about critical judgments in applying accounting policies that have the most significant risk of
causing material adjustment to the carrying amounts of assets and liabilities recognized in the consolidated
financial statements within the next financial year are discussed below:
Title to Mineral Property Interests
Although the Company has taken steps to verify title to mineral properties 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 , as well as potential deferred income tax
liabilities.
Impairment of Capitalized Exploration and Evaluation Expenditure
The application of the Company’s accounting policy for exploration and evaluation expenditure requires
judgment in determining whether it is likely that future economic benefits will flow to the Company, which
may be based on assumptions about future events or circumstances. Estimates and assumptions made
may change if new information becomes available. If, after expenditure is capitalized, information becomes
available suggesting that the recovery of expenditure is unlikely, the amount capitalized is written off in the
profit or loss in the period the new information becomes available.
Share-based compensation
Share-based compensation expense is measured by reference to the fair value of the stock options at the
date at which they are granted. Estimating fair value for granted stock options requires determining the
most appropriate valuation model which is dependent on the terms and conditions of the grant. This
estimate also requires determining the most appropriate inputs to the valuation model including the
expected life of the option, volatility, dividend yield, and rate of forfeitures and making assumptions about
them.
Deferred tax assets and liabilities
The measurement of a deferred tax provision is subject to uncertainty associated with the timing of future
events and changes in legislation, tax rates and interpretations by tax authorities. The estimation of taxes
includes evaluating the recoverability of deferred tax assets based on an assessment of the Company’s
ability to utilize the underlying future tax deductions against future taxable income prior to expiry of those
deductions. Management assesses whether it is probable that some or all of the deferred income tax assets
will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of
future taxable income, which in turn is dependent upon the successful discovery, extraction, development
and commercialization of mineral reserves. To the extent that management’s assessment of the Company’s
ability to utilize future tax deductions changes, Kodiak would be required to recognize more or fewer
deferred tax assets, and future tax provisions or recoveries could be affected.
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4.

RECLAMATION BONDS

MPD
Trapper
Mohave
Kahuna

$

$

September 30,
2021
97,500 $
47,486
40,000
184,986 $

September 30,
2020
50,000
30,284
49,714
40,000
169,998

The MPD portion of the reclamation bonds is a $50,000 security deposit paid to the Ministry of Energy, Mines
and Petroleum Resources of British Columbia. The security deposit was paid as a part of the permit
application. In January of 2021 the security deposit was increased by an additional $47,500.
The Trapper portion of the reclamation bonds is a guaranteed investment certificate held in a financial
institution as security for reclamation obligations pursuant to the Mines Act of the Province of British
Columbia and Health, Safety and Reclamation Code for Mines in British Columbia. The Trapper bond was
refunded to the Company and then transferred to Brixton Metals Corporation as it formed part of the sale of
the Trapper property. See note 5c for full details on the Trapper property sale.
The Mohave portion of the reclamation bonds is the amount paid by the Company to the Bureau of Land
Management Kingman Field Office in the state of Arizona, USA. It is a cost estimate of (2021 - US$37,270
-$47,486), (2020 - US$37,270 - $49,714) for the Company to meet its anticipated reclamation requirements.
For the Kahuna resource property, in the territory of Nunavut. A $40,000 “Letter of Credit” was arranged with
BMO on August 29, 2017 and amended on October 4, 2017. This letter is held by the financial institution as
security for possible reclamation obligations pursuant to Land Use License KVL315B01, issued by the
Kivalliq Inuit Association and authorizes surface exploration activities on Inuit Owned Land. The Letter of
Credit is a certificate which is extended automatically from year to year, and available to the Kivalliq Inuit
Association upon written demand.
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5. EXPLORATION AND EVALUATION ASSETS
Summary of the mineral projects’ costs by project for the year ended September 30, 2021:

Trapper
(BC,
Canada)

Kahuna
(NU,
Canada)

MPD
(BC,
Canada)

Mohave
(AZ, USA)

Total

Acquisition costs:
Balance, September 30, 2020
Additions during the year
Claim fees
Axe property acquisition (shares)

$

Balance, Septem ber 30, 2021

$

-

$

-

$

1,967,720 $

214,078 $

2,181,798

$

-

$

-

$

2,243,182 $

60,126 $

2,303,308

1,843,161
2,612,883
275,461
492,576
10,005
320,988
-

8,922
1,565
(4,047)
-

1,869,756
2,612,883
275,461
498,241
18,005
320,988
(4,047)
(29,773)

Exploration costs:
Balance, September 30, 2020
Additions /(deductions) during the
year:
Geological consulting
Drilling
Assays
Exploration support
Fuel
Travel
Foreign exchange movements
Impairment of exploration costs
Exploration costs, Septem ber 30,
2021
Balance, Septem ber 30, 2021

-

$

-

-

$

-

432
(432)

17,241
4,100
8,000
(29,341)

390,574 $
146
1,577,000

186,700 $
27,378
-

577,274
27,524
1,577,000

$

-

$

-

$ 7,798,256

$

66,566 $

7,864,822

$

-

$

-

$ 9,765,976

$

280,644 $

10,046,620
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5.

EXPLORATION AND EVALUATION ASSETS (continued)
Summary of the mineral projects’ costs by project for the year ended September 30, 2020:
Trapper
(BC,
Canada)

Kahuna
(NU,
Canada)

MPD
(BC,
Canada)

Mohave
(AZ,
USA)

Total

Acquisition costs:
Balance, September 30, 2019
Additions /(deductions) during the
year:
Claim fees
Impairment of acquisition costs
Foreign exchange movements

$

Balance, Septem ber 30, 2020

$

- $

- $

390,574 $

186,700 $

577,274

$

- $

6,630,407 $

325,045 $

43,585 $

6,999,037

640,068
972,629
115,021
124,878
683
64,858
-

14,805
1,736
-

Exploration costs:
Balance, September 30, 2019
Additions /(deductions) during the
year:
Geological consulting
Drilling related
Assays
Exploration support
Fuel
Travel
Foreign exchange movements
Impairment of exploration costs
Exploration costs, Septem ber
30, 2020
Balance, Septem ber 30, 2020

- $

-

2,873,760 $

2,874
(2,876,634)
-

3,467

19,328
286
4,092
5,000
(6,659,113)

(3,467)

380,272 $

10,302
-

175,875 $

10,389
436

3,429,907

23,565
(2,876,634)
436

677,668
972,629
115,307
128,970
5,683
64,858
1,736
(6,662,580)

$

- $

- $ 2,243,182

$

60,126 $

2,303,308

$

- $

- $ 2,633,756

$

246,826 $

2,880,582
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5.

EXPLORATION AND EVALUATION ASSETS (continued)

a.

Man, Prime and Dillard Property (MPD)
On November 29, 2018, the Company entered into a purchase agreement to acquire 100% ownership of
the Man, Prime and Dillard properties, the “MPD Project” in south-central British Columbia.
The Company paid $100,000 in cash and issued 360,000 shares with a fair value of $162,000. A further
$100,000 was paid in March 2019. The agreement is subject to a 1.25% to 2% net smelter return royalty,
which is payable on three mineral claims.
A mineral exploration permit was obtained for the MPD property. In connection with the permit a refundable
$50,000 security deposit was posted with the British Columbia Minister of Finance. An additional $47,500
was posted in January 2021 (see Note 4).
As part of the MPD permit, the Company agreed to assume the clean up obligation of a previous operator,
as well as its own obligations related to current exploration. As a result, the amount of $100,000 has been
recorded in Exploration and Evaluation assets, Geological consulting, and the liability is recorded in
Accounts Payable and Accrued Liabilities.
On April 19, 2021 the Company announced that it had entered into a purchase agreement to acquire a
100% interest in the Axe Copper-Gold Property from Orogen Royalties (“Orogen”). The property is
contiguous with the Company’s MPD property.
As consideration for the property, the Company will provide the following:






950,000 Kodiak shares upon closing of the transaction; (issued – Note 8)
A 2% net smelter returns royalty on the Axe property of which 0.5% may be purchased by Kodiak for
$2,000,000 at any time;
A cash payment will be made to Orogen in the amount equal to the value of 75,000 Orogen shares up to
a maximum of $50,000 upon the completion of 5,000 metres of drilling on the Axe Property;
A cash payment will be made to Orogen in the amount equal to the value of 200,000 Orogen shares up to
a maximum of $150,000 upon the announcement of a measured or indicated mineral resource estimate
of at least 500,000,000 tonnes at a grade of at least 0.40% copper equivalent on the Axe property; and
A cash payment will be made to Orogen in the amount equal to the value of 250,000 Orogen shares up to
a maximum of $200,000 upon the completion of a feasibility study on the Axe Property.
Contingent payments related to performance milestones were not included in the purchase price as per
the Company’s Policy (Note 3p).
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5.

EXPLORATION AND EVALUATION ASSETS (continued)

b.

Mohave Property
On March 4, 2019, the Company announced that it had entered into a letter of intent to acquire 100% of
the Mohave copper-molybdenum-silver porphyry (“Mohave”) option agreement in Mohave County, Arizona,
USA, from Bluestone Resources Inc. (“Bluestone”).
On May 22, 2019, the Company issued 232,558 common shares with a fair value of $100,000 and paid
$50,000 in cash upon closing of the transaction. The Company has committed to issue 100,000 common
shares upon the public disclosure of a 43-101 resource of the project, 100,000 common shares upon the
public disclosure of a preliminary economic analysis for the project , 100,000 common shares upon the
public disclosure of a pre-feasibility or more advanced study for the project, and a 0.5% NSR royalty on the
Mohave claims.
In addition to the above commitments to Bluestone Resources Inc., the Company is committed to pay US
$1,000,000 to the original optionor of the Mohave property no later than 30 days after the Company
announces a production decision or has secured financing to implement such a decision.
In addition to the 0.5% NSR royalty to Bluestone, Mohave property is subject to a 3.5% NSR royalty to the
original optionor of which 1% can be bought back for US $1,000,000.

c.

Trapper Property
By agreement dated November 29, 2010 and amended June 28, 2013 the Company acquired 100% of the
Trapper property in northern BC.
During the year ended September 30, 2020, the Company entered into an agreement with Brixton Metals
Corporation (“Brixton”) to dispose of its 100% interest in the Trapper property for net consideration of
$918,119, to be satisfied by an initial payment of $100,000 in cash and 2,324,393 Brixton shares. On
September 8, 2020, the Company received 2,324,393 common shares of Brixton with a fair value of
$848,403. During the 2021 fiscal year, the Company released the $30,284 Trapper bond to Brixton. See
table below for a summary of the transaction.
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5.

EXPLORATION AND EVALUATION ASSETS (continued)

c.

Trapper Property (continued)

Trapper Property Sale
Cash
Fair value of Brixton shares on Sept 8

$ 100,000
848,403

Less: reclamation bond

(30,284)

Net consideration received

918,119

Carrying value of Trapper Property
Gain on Sale of Trapper Property

$ 918,119

During the year ended September 30, 2021 the Company sold 1,200,000 of the Brixton shares for cash
proceeds of $307,632 of which the Company recognized a realized loss of $130,334. As at September 30,
2021, the Company held 1,124,393 Brixton common shares at a price of $0.13 resulting in a fair value of
$146,171 which resulted in an unrealized loss of $264,267. The total fair value adjustment on the Brixton
marketable securities was $313,247 for the year ended September 30, 2021 which has been recorded in
other comprehensive income (loss).
d.

Kahuna Property
By agreements dated November 4, 2014 and April 30, 2017, the Company acquired a 100% interest in the
Kahuna Diamond project located in Nunavut, Canada.
The Kahuna Property is currently subject to two separate 2% gross overriding royalties “GOR” on diamonds,
and two separate 2% net smelter return royalties (each, an “NSR” and together, the “NSRs”) on all other
minerals derived from the Property. Pursuant to the Royalty Agreement, 1% of each GOR may be
purchased from either of the parties for $2 million, and 1% of each NSR may be purchased from either of
the parties for $2 million.
On December 11, 2015, the Company entered into an agreement with Kel-ex Development (“Kel-ex”), a
private company controlled by a former advisor to the Company, whereby Kel-ex will provide equity
financing equal to one-third of the Company’s diamond processing and other laboratory costs incurred
through a laboratory controlled by the former advisor. Kel-ex has continued to maintain its interest as per
the agreement.
During the year ended September 30, 2021, the Company has decided to write-down the value of the
project to $Nil because the Company has no budgeted or planned exploration and has decided to leave the
property on care and maintenance.
The Kahuna property is subject to an Annual Assessment Expenditure Commitment on active claims. The
2021 commitment was $3,000.
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6.

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Accounts payable include primarily amounts owing for Company’s exploration programs, and general
corporate expenditures. The accounts payable and accrued liabilities balance of $1, 440,636 (2020 $1,109,901) is made up of $776,314 (2020 - $491,241) of accounts payable and $664,322 (2020 - $618,660)
of accrued liabilities.
The Company is disputing $275,354 of accounts payable that arose in 2011 and the Company believes
these amounts will be settled without payment. This disputed amount is included in the 2021 and 2020 year
end balance.

7.

RELATED PARTY TRANSACTIONS
The Company’s transactions with related parties during the year ended September 30, 2021 and 2020 mainly
include management and consulting fees, director and committee fees as well as share-based compensation.
The related parties are represented by the key management personnel, which include those persons having
authority and responsibility for planning, directing and controlling the activities of the Company as a whole.
The Company has determined that key management personnel consist of executive and non-executive
members of the Company’s Board of Directors and corporate officers. Related parties also include
companies, controlled by officers and/or directors.
Amounts paid and accrued to key management personnel, officers and companies controlled by
directors and officers:
Year ended
September 30,
2021
Geological fees capitalized to exploration &
evaluation (1)
Management fees and director fees (2)
Share-based compensation
Total

(1)
(2)

$
$

375,717
559,265
745,720
1,680,702

Year ended
September 30,
2020
$
$

331,523
308,840
129,712
770,075

Geological fees w ere paid to the Company’s VP Exploration, and the V P Operations.
Management fees includes salaries and compensation to the Company’s Chairman, CEO & President, VP
Exploration, VP Operations, Directors and the CFO.

As at September 30, 2021, $Nil was due to related parties. At September 30, 2020 $83,841 was payable
to the Company’s VP Exploration, VP Operations and a former insider of the Company.
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8.

SHARE CAPITAL

a.

Authorized
Share capital consists of an unlimited number of common shares and preferred shares without par value.
The Company has not issued any preferred shares.
As at September 30, 2021, the Company had 49,105,088 (September 30, 2020 – 39,166,738) common
shares issued and outstanding.

b.

Share Issuances
Issued during the year ended September 30, 2021
On October 7, 2020, the Company closed a non-brokered private placement for gross proceeds of
$12,677,479. The Company issued 1,027,443 non flow through shares at a price of $1.95, in addition, on
February 8, 2021, the Company issued 3,739,316 flow through common shares through a charity flowthrough arrangement consisting of 2,786,666 at a price of $2.88 per share and 952,650 at a price of $2.78.
$3,382,299 of the proceeds was allocated to flow-through premium. In connection with the closing of the
private placement the Company paid total finders' fees of $25,744 of which $6,869 was allocated to offset
the flow through premium liability. During the year ended September 30, 2020, the Company had received
$273,000 in advance of the issuance of shares for the total financing which was recorded in accounts
payable and accrued liabilities. This amount was allocated to share capital during the year ended
September 30, 2021.
Teck Resources Limited ("Teck"), who participated in the financing, acquired approximately 9.9% of the
issued and outstanding common shares of Kodiak on a non-diluted basis. In connection with the placement,
Kodiak has agreed to grant Teck an equity participation right to maintain its pro-rata ownership in the
Company.
On April 26, 2021, the Company issued 950,000 common shares with a fair value of $1,577,000 in
connection with the Axe-Copper-Gold Property (Note 5a).
During the year ended September 30, 2021, 806,000 stock options were exercised for total gross proceeds
of $500,575.
During the year ended September 30, 2021, 3,415,591 warrants were exercised for total gross proceeds
of $3,108,675. Of the warrants exercised, 59,448 were broker warrants.
Issued during the year ended September 30, 2020
On December 12, 2019, the Company announced that it has closed a previously announced nonbrokered private placement of non flow-through units (“NFT”) and flow-through units (“FT”) for gross
proceeds of $605,850. The Company has issued 721,600 NFT Units at a price of $0.375 per share and
596,000 FT Units at a price of $0.5625 per share through the Offering. Each Unit consists of one common
share and one-half-of-one common share purchase warrant entitling the holder to acquire an additional
common share at a price of $0.75 for a period of twenty-four months. The warrants are subject to
accelerated expiry in the event the common shares of the Company trade at a closing price of at least
$1.25 for 20 consecutive trading days.
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SHARE CAPITAL (continued)

b.

Share Issuances (continued)
In connection with the closing of the placement, the Company incurred $21,384 of share issuance costs,
including $18,619 paid in cash and $2,765 recorded as the fair value of the 15,973 warrants issued to
finders. Of this total, $3,944 was allocated to share issuance costs related to flow through share premium
(Note 9). The net share issuance costs after the $3,944 flow through premium adjustment were $17,440.
These finders’ warrants are subject to accelerated expiry on the same terms as the warrants comprising in
the FT Units and the NFT Units.
On March 12, 2020, the Company announced that it has closed a previously announced non-brokered
private placement of non flow-through units and flow-through units for gross proceeds of $2,772,000. The
Company has issued 2,035,843 NFT Units at a price of $0.35 per share, 233,300 FT Units at a price of
$0.45 per share, and 3,722,798 charity FT Units at a price of $0.525 per share through the Offering. Each
Unit consists of one common share and one-half-of-one common share purchase warrant entitling the
holder to acquire an additional common share at a price of $0.55 for a period of twenty -four months. The
warrants are subject to accelerated expiry in the event the common shares of the Company trade at a
closing price of at least $1.25 for 20 consecutive trading days.
In connection with the closing of the placement, the Company incurred $183,320 of share issuance costs,
including $140,179 paid in cash and $43,141 recorded as the fair value of the 348,615 warrants issued to
finders. Of this total, $44,628 was allocated to share issuance costs related to flow through share premium
(Note 9). The net share issuance costs after the $44,628 flow through premium adjustment were $138,692.
These finders’ warrants are subject to accelerated expiry on the same terms as the warrants comprising in
the FT Units and the NFT Units.
Upon vesting of stock options 94,000 stock options were exercised for total gross proceeds of $35,700.
During the year ended September 30, 2020, 2,408,550 warrants were exercised for total gross proceeds
of $1,580,795. Of the warrants exercised, 157,958 were broker warrants.

c.

Warrants

Balance as at September 30, 2019
Issued
Exercised
Expired
Balance as at September 30, 2020
Exercised
Expired
Balance as at September 30, 2021

Number of
Warrants

Weighted Average
Exercise Price

4,783,540
4,019,361
(2,408,550)
(1,198,346)
5,196,005
(3,415,591)
(70,002)
1,710,412

$1.10
$0.58
$0.66
$1.56
$0.81
$0.91
$1.19
$0.59

As at September 30, 2021, the outstanding warrants are summarized as follows:
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SHARE CAPITAL (continued)

c.

Warrants (continued)

Expiry date
(mm/dd/yyyy)
12/12/2021*
03/12/2022
*
¹
²

Weighted Average
Remaining
Life in Years
0.20
0.45
0.40

Number of
Warrants
320,307
1,390,105
1,710,412¹

Weighted Average
Exercise Price
$0.75
$0.55
$0.59

600 w arrants expired unexercised subsequent to September 30, 2021
All outstanding w arrants w ere exercisable as at September 30, 2021.
During the year 3,415,591 w arrants w ere exercised for total gross proceeds of $3,108,675. Of the w arrants exercised,
59,448 w ere broker w arrants. $11,055 w as transferred from contributed surplus to share capital upon the exercise of the
broker w arrants.

The fair value of the finders’ warrants was estimated at the grant date based on the Black -Scholes valuation
model, using the following range of assumptions below. Note there were no finder’s warrants issues in fiscal
2021.

Fiscal 2020
0%
0.47%-1.70%
2 year
128%-130%
$0.124-$0.173

Expected dividend yield
Weighted average risk-free interest rate
Weighted average expected life
Weighted average expected volatility
Weighted average fair value of warrants granted

d.

Stock Options
The Company has adopted an incentive stock option plan (the "Option Plan") dated February 27, 2009
which provides that the Board of Directors of the Company may from time to time, in its discretion, and in
accordance with TSX-V requirements, grant to directors, officers, employees and consultants to the
Company, non-transferable options to purchase common shares. Included in the Option Plan are provisions
that provide that the number of common shares reserved for issuance will not exceed 10% of the then
issued and outstanding common shares of the Company. At the discretion of the Board of Directors of the
Company, options granted under the Option Plan can have a maximum exercise term of 10 years from the
date of grant. Vesting terms are determined at the time of grant by the Board of Directors and unless
otherwise stated fully vest when granted.
During the year ended September 30, 2021, the Company recognized share-based compensation of
$1,427,850.
During the year ended September 30, 2020, the Company recognized share-based compensation of
$222,442.

27

KODIAK COPPER CORP.
Notes to the Consolidated Financial Statements
For the years ended September 30, 2021 and 2020
(Expressed in Canadian Dollars)
8.

SHARE CAPITAL (continued)

d. Stock Options (continued)
The fair value of the options was estimated at the grant date based on the Black-Scholes
valuation model, using the following range of assumptions:

Expected dividend yield
Weighted average risk-free interest rate
Weighted average expected life
Weighted average expected volatility
Weighted average fair value of options granted

Year Ended
September 2020
0%
0.36%-0.52%
5 year
137%-138%
$0.21-$0.31

Year Ended
September 2021
0%
0.24%-1.02%
1-5 years
123%-165%
$1.07-$1.36

The following is a summary of the Company’s stock option activity:

Balance as at September 30, 2019
Granted
Exercised
Expired
Balance as at September 30, 2020
Granted
Exercised
Expired
Balance as at September 30, 2021
¹
²

Number of
Options
2,134,000
1,015,000
(94,000)
(350,000)
2,705,000
1,079,000
(806,000)
(125,000)
2,853,000¹

Weighted Average
Exercise Price
$ 0.67
$ 0.35
$0.38
$ 0.35
$ 0.60
$ 1.57
$ 0.62
$ 0.65
$ 0.96

All outstanding options were exercisable as at September 30, 2021.
Upon exercise of the 806,000 options during the year, $735,752 was transferred from reserves to share
capital.

As at September 30, 2021, the Company has outstanding stock options as follows:
Expiry date
(mm/dd/yyyy)
10/22/2021*
01/18/2022**
01/31/2023
03/04/2024
03/12/2025
06/14/2025
01/20/2026
03/15/2026
08/03/2026
*
*

Number of
Options
30,000
216,000
402,000
305,000
801,000
50,000
939,000
10,000
100,000
2,853,000

Weighted Average
Remaining life in years
0.06
0.30
1.34
2.43
3.45
3.71
4.31
4.46
4.84
3.11

30,000 options expired unexercised subsequent to September 30, 2021.
54,000 options w ere cancelled subsequent to September 30, 2021.

Weighted Average Exercise
Price
$2.28
$0.70
$1.20
$0.375
$0.35
$0.43
$1.56
$1.57
$1.41
$0.96
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e. Restricted and Deferred Share Units
On April 21, 2021, the Board approved the adoption of a restricted share unit (“RSU”) and deferred share
unit (“DSU”) compensation plan (the “RSU & DSU Plan”). RSU’s granted under RSU & DSU Plan may be
granted to directors, officers, employees, management company employees and consultants or an affiliate
of the Company. Subject to adjustment, the maximum number of Common shares that may be reserved for
issuance under the RSU & DSU Plan as at September 30, 2021, is 2,290,768 Common Shares.
The maximum number of Common Shares reserved for issuance to insiders (as a group) at any time under
the RSU and DSU Plan, together with any other Common Shares issuable under any security -based
compensation arrangements of the Company, may not exceed 10% of the issued and outstanding Common
Shares on a non-diluted basis, nor can the number of Common Shares granted within a 12-month period
exceed 10%.
There are no RSU’s or DSU’s outstanding as at September 30, 2021.
9. FLOW THROUGH SHARE PREMIUM LIABILITY
Flow through share premium liabilities include the liability portion of the flow through shares issued. The
following is a continuity schedule of the liability portion of the flow through shares issuances.

Balance at September 30, 2019
Liability incurred on flow through shares issued
Flow-through issuance costs (Note 8b)
Settlement of flow through share liability on
incurring expenditures
Balance at September 30, 2020

Balance at September 30, 2020
Liability incurred on flow through shares issued
Flow-through issuance costs (Note 8b)
Settlement of flow through share liability on
incurring expenditures
Balance at September 30, 2021

$

$

Issued
on April
29, 2019
82,504
-

Issued on
December
12, 2019
$
111,750
(3,944)

Issued on
March 12,
2020
$
674,820
(44,628)

(82,504)
-

$

(107,806)
-

(392,381)
$237,811

Issued
on March
12, 2020
$ 237,811
(237,811)

Issued on
October 08,
2020
$
3,382,299
(6,869)
(1,517,083)

$

$

-

1,858,347

$

$

Total
82,504
786,570
(48,572)
(582,691)
237,811

Total
$ 237,811
3,382,299
(6,869)
(1,754,894)
$ 1,858,347

As at September 30, 2021, the Company has fulfilled 100% of its commitment to incur expenditures in
relation to flow through share financings from April 2019, December 2019 and March 2020. On October 8,
2020 the Company had a net flow through liability commitment of $3,375,430. The flow through commitment
remaining at September 30, 2021 was $1,858,347 (September 30, 2020 - $237,811).
In relation to the flow through share financings and a net flow through premium liability of $1,754,894 was
reversed during the year (2020 - $582,691).
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10.

FINANCIAL INSTRUMENTS
The Company’s financial instruments consist of cash and cash equivalents, amounts receivables,
reclamation bonds, marketable securities, accounts payable and accrued liabilities and long-term loan. The
fair values of these financial instruments approximate their carrying values due to their short terms to
maturity and market rates of interest, other than cash and cash equivalents and marketable securities which
is carried at fair value.
Cash and cash equivalents and marketable securities are a Level 1 financial instrument.
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The following summarizes fair
value hierarchy under which the Company’s financial instruments are valued:




Level 1 – fair values based on unadjusted quoted prices in active markets for identical assets or
liabilities;
Level 2 – fair values based on inputs that are observable for the asset or liability, either directly or
indirectly; and
Level 3 – fair values based on inputs for the asset or liability that are not based on observable market
data.

The Company examines the various financial instrument risks to which it is exposed and assesses any
impact and likelihood of those risks. The Company’s risk exposures and their corresponding impact on the
Company’s consolidated financial instruments are summarized below.
Liquidity risk is the risk that the Company cannot meet a demand for cash or fund its obligations as they
come due. As at September 30, 2021, the Company had cash and cash equivalents balance of $11,765,345
(September 30, 2020 - $2,572,178), marketable securities balance of $146,171 (September 30, 2020 $767,050) to settle current liabilities of $3,298,983 that are due within one year (September 30, 2020 $1,347,712).
The Company intends to finance future requirements from its existing cash reserves together with share
issuances, the exercise of options and/or warrants, debt or other sources. There can be no certainty of the
Company’s ability to raise additional financing through these means.
Credit risk is the risk that the counterparty to a financial instrument will fail to meet their payment
obligations, thus this risk is primarily attributable to cash and cash equivalents and reclamation bonds. As
at September 30, 2021, the Company had a receivable balance of $127,441 (September 30, 2020 $76,119), which primarily relates to GST receivable from the Federal Government of Canada and $184,986
(September 30, 2020 - $169,998) in reclamation bonds held by the Federal Government of Canada and
the Bureau of Land Management in Arizona.
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates, and
commodity and equity prices will affect the Company’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk exposures
within acceptable parameters, while optimizing the return. Investments in equity instruments which are
classified as fair value through other comprehensive income (loss) and are measured at fair value, are
listed on public stock exchanges, including TSX-V and OTC-QB. The Company is exposed to market price
risk on its marketable securities. The Company’s marketable securities consist of one listed entity called
Brixton Metals Corporation. A 10% change in quoted market price for Brixton Metals Corporation at
September 30, 2021 would result in a change to other comprehensive income (loss) and fair value of
marketable securities of $14,617.
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FINANCIAL INSTRUMENTS (continued)
Interest rate risk is the risk that the fair values or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. As at September 30, 2021, the Company does not have any
interest-bearing loans or liabilities outstanding, apart from the CEBA loan, see Note 11. All receivable and
payable balances are current and as such, are not subject to interest, so its exposure to interest rate risk is
insignificant.
Currency risk relates to the risk that the fair value of future cash flows of a financial instrument will fluctuate
due to changes in foreign currency. As at September 30, 2021, the Company did not have any material
monetary assets or liabilities denominated in a foreign currency and consequently is not exposed to
significant foreign currency risk.

11.

CAPITAL DISCLOSURES
The Company’s objective, when managing capital, is to ensure sufficient resources are available to meet
day to day operating and exploration requirements and to safeguard its ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders.
In May of 2020, the Company received the $40,000 interest free Canada Emergency Business Account
(CEBA) loan. The program is operated by the Government of Canada. If the loan balance is paid on or
before December 31, 2022, there will be loan forgiveness of 25% or $10,000.
The Company is not subject to externally imposed capital requirements. There were no changes in the
Company’s approach to capital management during the period. In the management of capital, the Company
includes the components of shareholders’ equity, as well as cash and cash equivalents.

12.

SEGMENTED INFORMATION
Operating segments are defined as components of an enterprise about which separate financial information
is available that is evaluated regularly by the chief operating decision maker, or decision-making group, in
deciding how to allocate resources and in assessing performance. All of the Company’s operations are
within the mineral exploration sector in Canada and the USA (Note 5). No material assets and revenue
exist in the USA for separate presentation, other than what is included in Note 5.
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INCOME TAXES
The income tax provision recorded differs from the income tax obtained by applying the statutory income tax
rate of 27% (2020 – 27%) to the income for the year and is reconciled as follows:

Loss for the year
Statutory Canadian federal and provincial tax rates
Expected tax (recovery)
Change in statutory, foreign exchange rates and other
Permanent difference
Impact of flow through shares
Share issue cost
Adjustment to prior years provision versus statutory tax returns
Change in unrecognized deductible tax benefits
Deferred income tax expense (recovery)

Year Ended
Sept 30, 2020
(Restated)
$ (9,976,985)
27%
(2,694,000)
219,000
585,000
(30,000)
1,920,000
$
-

Year Ended
Sept 30, 2021
$ (1,809,835)
27%
(489,000)
16,000
(88,000)
1,508,000
146,000
(1,093,000)
$
-

The tax effects on the temporary differences that give rise to the Company’s deferred tax assets and liabilities
are as follows:

Non-capital losses
Exploration and evaluation assets

$

Net deferred tax liability

$

2021
396,000 $
(396,000)
- $

$

2020
(Restated)
-

The significant components of the Company’s temporary differences, unused tax credits and unused tax losses
that have been included on the statement of financial position are as follows:
2021
Temporary differences
Exploration and evaluation assets
Property and Equipment
Share issuance costs
Marketable securities
Allowable capital losses
Non-capital losses
Canada
USA
Mexico

1,079,000
160,000
124,000
264,000
65,000
5,569,000
5,451,000
106,000
12,000

Expiry Date
Range
No expiry date
No expiry date
2042 to 2045
No expiry date
No expiry date
2032 to 2041
Indefinite

2020
3,545,932
4,801
231,364
4,630,459
106,000
12,000

Tax attributes are subject to review and potential adjustment by tax authorities.
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14.

RESTATEMENT
The Company has restated the comparative financial information on the statements of financial position as at
September 30, 2020 and October 1, 2019 and the comparative financial information on the statements of loss
and comprehensive loss, cash flows and changes in shareholders’ equity for the year ended September 30,
2020. The restatement is a result of the Company erroneously recorded a deferred tax liability and deferred
tax expense in relation to proceeds received from issuance of flow-through shares in prior years.
Effects on Statements of Financial Position
As at Septem ber 30, 2020
Previously
stated
Adjustm ents As Restated

As at October 1, 2019
Previously
stated
Adjustm ents

As restated

Total Assets

$6,676,201

-

$6,676,201

$11,695,227

$11,695,227

Deferred tax liability

$1,214,040

($1,214,040)

-

$567,470

($567,470)

-

Total liabilities
Shareholders’ equity:
Deficit
Total shareholders’
equity (deficit)

$2,601,752

($1,214,040)

$1,387,712

$1,255,013

($567,470)

$687,543

($54,654,210)

$1,214,040

($53,440,170)

($44,030,655)

$567,470

($43,463,185)

$4,074,449

$1,214,040

$5,288,489

$10,440,214

$567,470

$11,007,684

Effects on Statements of Loss and Comprehensive Loss

Loss before incom e taxes
Deferred incom e tax
Loss for the year
Weighted num ber of
shares outstanding
Basic and diluted loss per
share

For the year ended September 30, 2020
Previously stated
Adjustm ents
As restated
($9,976,985)
($9,976,985)
($646,570)
$646,570
($10,623,555)
$646,570
($9,976,985)
33,817,723
33,817,723
($0.31)

-

($0.30)

Effects on Statements of Cash Flows
For the year ended September 30, 2020
Previously stated
Adjustm ents
As restated
Operating activities :
Loss for the year
Total operating activities
Total investing activities
Total financing activities

($10,623,555)
($1,370,328)
($1,765,103)

$646,570
-

($9,976,985)
($1,370,328)
($1,765,103)

$4,875,747

-

$4,875,747
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SUBSEQUENT EVENTS
Subsequent to September 30, 2021:
The Company issued 25,000 stock options exercisable at a price of $1.20 for a period of 1 year.
The Company issued 50,000 stock options exercisable at a price of $1.20 for a period of 5 years.
319,706 warrants were exercised at a price of $0.75 for gross proceeds of $239,780.
162,000 options were exercised at a price of $0.70 gross proceeds of $113,400.

34

