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Opinion

We have audited the accompanying financial statements of Southern Arc Minerals Inc. (the “Company”), which comprise the
statement of financial position as at June 30, 2024, and the statements of net loss, comprehensive income (loss), cash flows,
and changes in shareholders’ equity for the year then ended, and notes to the financial statements, including material accounting
policy information.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as at
June 30, 2024, and its financial performance and its cash flows for the year then ended in accordance with IFRS Accounting
Standards as issued by the International Accounting Standards Board.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained 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 financial statements, which indicates that for the year ended June 30, 2024, the Company
recorded a net loss of $228,928 and had negative cash flows from operations of $208,846. These conditions result in a material
uncertainty 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 financial statements of Southern Arc Minerals Inc. for the year ended June 30, 2023 were audited by another auditor who
expressed an unmodified opinion on those statements on October 31, 2023.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial
statements of the current year. These matters were addressed in the context of our audit of the financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Except for the matter described in the Material Uncertainty Related to Going Concern section, we have determined that there
are no other key audit matters to communicate in our auditor’s report.
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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 financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

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

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

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

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

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

Those charged with governance are responsible for overseeing the Company's financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

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

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

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

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



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

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

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

From the matters communicated with those charged with governance, we determine those matters that were of most significance
in the audit of the financial statements of the current year ended and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Glenn Parchomchuk.

)ﬂu schons o &74#:/ LP

Vancouver, Canada Chartered Professional Accountants

October 24, 2024



SOUTHERN ARC MINERALS INC.
STATEMENTS OF FINANCIAL POSITION
(Expressed in Canadian dollars)

As at June 30, 2024 June 30, 2023
Assets
Current
Cash 14,412 183,800
Receivables 4,130 8,584
Prepaid expenses and other deposits (Note 6) 6,041 17,735
Investments (Note 3) 253,565 252,828
278,148 462,947
Furniture and equipment (Note 4) 1,819 2,627
Total assets 279,967 465,574
Liabilities
Current
Accounts payable and accrued liabilities 65,906 39,798
65,906 39,798
Deferred gain on investment (Note 3a) 9,166 29,249
Total liabilities 75,072 69,047
Shareholders’ equity
Capital stock (Note 5) 78,577,429 78,577,429
Treasury stock (Note 5) (1,170,000) (1,170,000)
Equity reserve 12,219,119 12,219,119
Accumulated other comprehensive loss (458,824) (512,056)
Deficit (88,962,829) (88,717,965)
Total shareholders' equity 204,895 396,527
Total liabilities and shareholders' equity $ 279,967 $ 465,574
Nature of operations and going concern (Note 1)
Subsequent event (Note 10)
Approved by the Board of Directors and authorized for issuance on October 24, 2024:
On behalf of the Board of Directors
“John Proust” Director “Murray Flanigan” Director

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



SOUTHERN ARC MINERALS INC.
STATEMENTS OF NET LOSS
(Expressed in Canadian dollars, except share amounts)

For the years ended June 30, 2024 June 30, 2023
Expenses
Depreciation (Note 4) 808 $ 808
Foreign exchange gain (3,518) (34,280)
Investor relations 2,243 2,784
Management fees (Note 6) 120,000 220,000
Office and miscellaneous (Note 6) 28,845 70,832
Professional fees 86,481 53,869
Transfer agent and filing fees 15,433 20,320
Loss before other items (250,292) (334,333)
Other income (expense)
Interest and other income 1,900 15,160
Realized and unrealized gain (loss) on investment (Note 3) (619) (92,814)
Amortization of deferred gain on warrants (Note 3a) 20,083 7,904
21,364 (69,750)
Net loss for the year (228,928) $ (404,083)
Basic and diluted loss per share (0.01) $ (0.02)
Weighted average shares outstanding (Note 5) 22,768,283 22,768,283
Diluted weighted average shares outstanding (Note 5) 22,768,283 22,768,283

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



SOUTHERN ARC MINERALS INC.
STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Expressed in Canadian dollars)

For the years ended June 30, 2024 June 30, 2023
Net loss for the year $ (228,928) $ (404,083)

Other comprehensive income
Items that may not be subsequently reclassified to income (loss):

Change in fair value of investments (Note 3) 37,296 (449,894)
Amortization of deferred gain on common shares (Note 3) - 146,921
37,296 (302,973)

Total comprehensive loss for the year $ (191,632) $ (707,056)

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



SOUTHERN ARC MINERALS INC.
STATEMENTS OF CASH FLOWS
(Expressed in Canadian dollars)

For the years ended

June 30, 2024

June 30, 2023

Cash flows used in operating activities

Net loss for the year (228,928) $ (404,083)
Items not affecting cash:
Depreciation 808 808
Realized and unrealized loss on investments (Note 3) 619 92,814
Amortization of deferred gain on warrants (Note 3) (20,083) (7,904)
Unrealized foreign exchange gain (3,518) (34,280)
Changes in non-cash working capital items:
Receivables and prepaid expenses 16,148 1,757
Accounts payable and accrued liabilities 26,108 (10,073)
Net cash used in operating activities (208,846) (360,961)
Cash flows from (used in) investing activities
Acquisition of investment (Note 3) - (534,800)
Proceeds from sale of investment (Note 3) 35,940 -
Net cash provided by (used in) investing activities 35,940 (534,800)
Change in cash during the year (172,906) (895,761)
Effect of foreign exchange on cash 3,518 34,280
Cash, beginning of the year 183,800 1,045,281
Cash, end of the year 14412 $ 183,800

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



SOUTHERN ARC MINERALS INC.
STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
(Expressed in Canadian dollars, except share amounts)

Accumulated Other

Capital Stock Treasury Stock Equity Reserve ~ Comprehensive Loss Deficit Total Equity
Number of shares | Capital Stock

Balance, June 30, 2022 22,768,283 [ $ 78577429 §  (1,170,000) $ 12,204,724 $ (209,083) $ (88,299,487) $ 1,103,583
Equity reserve transferred to deficit - 14,395 - (14,395) -
Net loss for the year - (404,083) (404,083)
Other comprehensive loss - (302,973) - (302,973)
Balance, June 30, 2023 22768283 | § 78577429 $  (1,170,000) § 12,219,119 $ (512,056) $ (88,717,965) $ 396,527
Accumulated other comprehensive loss
transferred to deficit (Note 3) 15,936 (15,936) -
Net loss for the year - (228,928) (228,928)
Other comprehensive gain - - - - 37,296 - 37,296
Balance, June 30, 2024 22,168283 [ § 78577429 $ (1,170,000 $ 12,219,119 $ (458,824) $ (88,962,829) $ 204,895

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



SOUTHERN ARC MINERALS INC.

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2024 and 2023
(Expressed in Canadian dollars)

1. NATURE OF OPERATIONS AND GOING CONCERN

Southern Arc Minerals Inc. (“Southern Arc” or “the Company”) was incorporated in British Columbia, Canada on
August 19, 2004. The Company’s head office is located at Suite 650 - 669 Howe Street, Vancouver, British
Columbia, Canada, V6C 0B4.

These financial statements for the years ended June 30, 2024 and 2023 have been prepared in accordance with IFRS
Accounting Standards (“IFRS”) applicable to a going concern, which assumes that the Company will be able to
continue in operation for the foreseeable future and will be able to realize its assets and discharge its liabilities in
the normal course of operations.

The Company’s ability to continue as a going concern is dependent upon successful execution of its business plan
and ultimately generating net income and positive cashflow. For the year ended June 30, 2024, the Company
recorded a net loss of $228,928 and had negative cash flows from operations of $208,846. These conditions result
in a material uncertainty that may cast significant doubt about the Company’s ability to continue as a going concern.
The Company expects to continue to raise the necessary financing in order to meet its business objectives primarily
through the issuance of common shares at the appropriate time. Although the Company has been successful in the
past in obtaining financing, there is no assurance that it will be able to obtain adequate financing in the future or
that such financing will be on terms acceptable to the Company. These financial statements do not give effect to
adjustments that would be necessary to the carrying values and classification of assets and liabilities should the
Company be unable to continue as a going concern and such adjustments could be material to the financial
statements.

2. MATERIAL ACCOUNTING POLICY INFORMATION
Basis of presentation

These financial statements have been prepared in accordance with IFRS Accounting Standards as issued by the
International Accounting Standards Board (IASB) and interpretations of the International Financial Reporting
Interpretation Committee (IFRIC). They were authorised for issue by the Company’s Board of Directors on
October 24, 2024. These financial statements are presented on a historical cost basis, except for financial assets
classified as fair value through other comprehensive income, or derivatives, including warrants, which are recorded
at fair value.

Significant accounting judgements and estimates

The preparation of these financial statements requires management to make certain estimates, judgements and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and
reported amounts of expenses during the reporting period. Actual outcomes could differ from these estimates. These
financial statements include estimates which, by their nature, are uncertain. 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 conditions and other factors,
including expectations of future events that are believed to be reasonable under the current circumstances.

Critical accounting estimates

Significant assumptions about the future and other sources of estimation uncertainty that management has made at
the end of the reporting period, that could result in a material adjustment to the carrying amounts of assets and
liabilities in the event that actual results differ from assumptions made, relate to,

i The determination of the fair value of warrants received, including the liquidity discount applied which
requires an estimation of volatility and discount rates (Note 3).

ii. The determination of the fair value of shares purchased, including the liquidity discount applied which
requires an estimation of volatility and discount rates (Note 3).

These assumptions affect the fair value of investments in warrants, common shares, deferred gains and the
amortization thereof, and the related unrealized gains (losses) on investments.

-9-



SOUTHERN ARC MINERALS INC.

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2024 and 2023
(Expressed in Canadian dollars)

2. MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Significant accounting judgements and estimates (continued)
Critical accounting judgements

Critical accounting judgements are accounting policies that have been identified as being complex or involving
subjective judgements or assessments. The Company’s assessment of its ability to continue as a going concern
requires judgements about whether sufficient financing will be obtained as required. See Note 1.

Furniture and equipment

Furniture, computers, and equipment are recorded at cost and amortized on a straight-line basis over the estimated
useful lives of the assets currently estimated to be four years.

Foreign currency translation

The functional and reporting currency of the Company is the Canadian dollar. Transactions in currencies other than
the functional currency of an entity are recorded at the exchange rates prevailing on dates of transactions. Monetary
assets and liabilities that are denominated in foreign currencies are translated at the rates prevailing at each reporting
date. Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are re-
translated to functional currency at the exchange rate at the date the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency are not re-translated. Foreign currency translation
differences are recognized in profit or loss.

Income (Loss) per share

The Company presents basic per share data for its common shares, calculated by dividing the net income (loss)
attributable to common shareholders of the Company by the weighted average number of common shares
outstanding during the period. Diluted income (loss) per share is determined by adjusting the net income (loss)
attributable to common shareholders and the weighted average number of common shares outstanding for the
effects of all potentially dilutive common shares. In reporting periods when a loss is incurred, potential issuance of
shares would be anti-dilutive and, therefore, basic and diluted loss per share are the same.

Share-based payment transactions

The fair value of options granted is recognized as a share-based payment expense with a corresponding increase in
share-based payment reserve. An individual is classified as an employee when the individual is an employee for
legal or tax purposes (direct employee) or provides services similar to those performed by a direct employee.

The fair value for employee options is measured at grant date and each tranche is recognized on a graded-vesting
basis over the period during which the options vest. The fair value of the options granted is measured using the
Black-Scholes option pricing model taking into account the terms and conditions upon which the options were
granted. At each reporting date, the amount recognized as an expense is adjusted to reflect the actual number of
share options that are expected to vest.

Equity-settled share-based payment transactions with non-employees are measured at the fair value of the goods
or services received. However, if the fair value cannot be estimated reliably, the share-based payment transaction
is measured at the fair value of the equity instruments granted at the date the non-employee provides the goods or
the services. As at June 30, 2024 and 2023, the Company has no share options outstanding.

-10 -



SOUTHERN ARC MINERALS INC.

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2024 and 2023
(Expressed in Canadian dollars)

2.

MATERIAL ACCOUNTING POLICY INFORMATION (continued)

Income taxes

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in profit or
loss except to the extent that they relate to a business combination or items recognized directly in equity or in other
comprehensive loss/income.

Current income taxes are recognized for the estimated income taxes payable or receivable on taxable income or
loss for the current year and any adjustment to income taxes payable in respect of previous years. Current income
taxes are determined using tax rates and tax laws that have been enacted or substantively enacted by the year-end
date.

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs from its
tax base, except for taxable temporary differences arising on the initial recognition of goodwill and temporary
differences arising on the initial recognition of an asset or liability in a transaction which is not a business
combination and at the time of the transaction affects neither accounting nor taxable profit or loss.

Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences is
restricted to those instances where it is probable that future taxable profit will be available against which these
deductions can be applied. At the end of each reporting period, the Company reassesses unrecognized deferred tax
assets. The Company recognizes a previously unrecognized deferred tax asset to the extent that it has become
probable that future taxable profit will allow the deferred tax asset to be recovered.

Financial instruments
Financial assets and financial liabilities are recognized when the Company becomes a party to the contractual
provisions of the instrument. On initial recognition, all financial assets and financial liabilities are recorded at fair

value. The Company determines each financial instrument’s classification upon initial recognition. Measurement
in subsequent periods depends on the financial instrument’s classification.

Financial assets

Financial assets are classified as: Fair value through profit and loss (“FVTPL”), Fair value through other
comprehensive income (“FVTOCI”) and financial assets subsequently measured at amortized cost.

a) Amortized cost

The Company classifies financial assets as subsequently measured at amortized cost if both of the following
conditions are met:

o the financial asset is held with the objective to collect contractual cash flows; and
¢ the contractual terms of the financial asset give rise to cash flows that are solely payments of principal and
interest (“SPPI”).

Financial assets measured at amortized cost are recognized using the effective interest rate method and are subject
to impairment. Interest received is recognized as part of finance income. Gains and losses are recognized when the
asset is derecognized, modified or impaired.

The Company’s financial assets subsequently measured at amortized cost include cash, receivables and deposits.

-11-



SOUTHERN ARC MINERALS INC.

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2024 and 2023
(Expressed in Canadian dollars)

2. MATERIAL ACCOUNTING POLICY INFORMATION (continued)

Financial instruments (continued)

b) Fair value through other comprehensive income
Financial assets that meet the following conditions are measured at FVTOCI:

e The financial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets, and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

On initial recognition, the Company may make an irrevocable election (on an instrument-by-instrument basis) to
designate investments in equity instruments that would otherwise be measured at fair value through profit or loss
to present subsequent changes in fair value in other comprehensive income (“OCI”). Designation at FVTOCI is not
permitted if the equity investment is held for trading or if it is contingent consideration recognized by an acquirer
in a business combination. Investments in equity instruments at FVTOCI are initially measured at fair value.
Subsequently, they are measured at fair value with gains and losses arising from changes in fair value recognized
in OCI. The cumulative gain or loss is not reclassified to profit or loss on disposal of the equity instrument, instead,
it is transferred to deficit.

The Company classifies its investment in common shares of Japan Gold Corp., Adriatic Metals Plc. and Rise Gold
Corp. as FVTOCI and as a current asset due to the Company’s ability to liquidate these investments at any time.

¢) Financial assets at fair value through profit and loss

Financial assets at FVTPL include financial assets held for trading, financial assets designated upon initial
recognition at FVTPL, or financial assets mandatorily required to be measured at fair value. Derivatives are
classified as held for trading unless they are designated as effective hedging instruments.

Financial assets at FVTPL are recognized in the statement of financial position at fair value with net changes in fair
value recognized in profit or loss.

The Company classifies its investments in warrants as FVTPL and as a current asset due to the Company’s ability
to exercise and liquidate these investments at any time.

Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses on financial assets that are measured at
amortized cost. At each reporting date, the loss allowance for the financial asset is measured at an amount equal to
the lifetime expected credit losses if the credit risk on the financial asset has increased significantly since initial
recognition. If at the reporting date, the financial asset has not increased significantly since initial recognition, the
loss allowance is measured for the financial asset at an amount equal to twelve month expected credit losses. For
trade receivables the Company applies the simplified approach to providing for expected credit losses, which allows
the use of a lifetime expected loss provision. Impairment losses on financial assets carried at amortized cost are
reversed in subsequent periods if the amount of the loss decreases and the decrease can be objectively related to an
event occurring after the impairment was recognized.
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SOUTHERN ARC MINERALS INC.

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2024 and 2023
(Expressed in Canadian dollars)

2. MATERIAL ACCOUNTING POLICY INFORMATION (continued)
Financial instruments (continued)

Financial liabilities

Derivative liabilities are measured at fair value initially and on each reporting date with changes in fair value
recognized in profit or loss. All other financial liabilities of the Company are initially measured at fair value net of
issue costs and are subsequently measured at amortized cost using the effective interest rate method.

A financial liability is derecognized when the associated obligation is discharged or cancelled or expires. When an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as the derecognition
of the original liability and the recognition of a new liability. The difference in the respective carrying amounts is
recognized in the statement of comprehensive income (10ss).

Adoption of new accounting standards in 2024

The Company adopted Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2)
from January 1, 2023. The amendments require the disclosure of ‘material’, rather than ‘significant’, accounting
policies. Although the amendments did not result in any changes to the accounting policies themselves, they
impacted the accounting policy information disclosed in Note 2 in certain instances.

New accounting standards issued and not yet effective

In January 2020, the IASB issued amendments to IAS 1, Presentation of Financial Statements, to provide a more
general approach to the presentation of liabilities as current or non-current based on contractual arrangements in
place at the reporting date.

These amendments:

- specify that the rights and conditions existing at the reporting period are relevant in determining whether the
Company has a right to defer settlement of a liability by at least twelve months;

- provide that management’s expectations are not a relevant consideration as to whether the Company will
exercise its rights to defer settlement of a liability; and

- clarify when a liability is considered settled.

On October 31, 2022, the IASB issued a deferral of the effective date for the new guidance by one year to annual
reporting periods beginning on or after January 1, 2024 and is to be applied retrospectively. The Company has not
yet determined the impact of these amendments on its financial statements.

IFRS 18 Presentation and Disclosure in Financial Statements, which will replace 1AS 1, Presentation of Financial
Statements aims to improve how companies communicate in their financial statements, with a focus on information
about financial performance, in the statement of profit or loss, in particular additional defined subtotals, disclosures
about management-defined performance measures and new principles for aggregation and disaggregation of
information. IFRS 18 is effective from January 1, 2027. Companies are permitted to apply IFRS 18 before that date.

The Company has not yet determined the impact of these amendments on its financial statements.
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SOUTHERN ARC MINERALS INC.

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2024 and 2023
(Expressed in Canadian dollars)

3.

INVESTMENTS

The following table summarizes the Company’s investments as at June 30, 2024 and June 30, 2023:

June 30, 2024 June 30, 2023

Number of Number of

Securities Fair Value Securities Fair Value
Investment in shares of Rise Gold Corp. 1,015,612 $ 238,669 1,015,612 $ 187,888
Investment in warrants of Rise Gold Corp. 500,000 43 500,000 662
Investment in shares of Adriatic Metals Plc. - - 9,481 26,574
Investment in shares of Japan Gold Corp. 228,510 14,853 228,510 37,704
Total investments $ 253,565 $ 252,828

June 30, 2024 June 30, 2023
Gain (loss) in other Gain (loss) in other
comprehensive income  comprehensive income

Investment in shares of Rise Gold Corp. $ 50,781 ($446,317)
Investment in shares of Adriatic Metals Plc. 9,366 10,134
Investment in shares of Japan Gold Corp. (22,851) (13,711)
Change in fair value of investments $ 37,296 ($449,894)

a) Rise Gold Corp.

The Company previously received 15,612 common shares of Rise Gold Corp. ("Rise Gold") in October 2020 as
part of a return of capital transaction to the shareholders of the Company.

On January 24, 2023, the Company subscribed for 1,000,000 units in a private placement offering of Rise Gold for
a total investment of $534,800 (US$400,000). Each purchased unit comprises of one common share of Rise Gold
and one half of one purchase warrant. Each whole purchase warrant entitles the Company to purchase an additional
common share of Rise Gold at US$0.60 per share until January 31, 2025.

The accounting fair value of the Rise Gold common shares at acquisition date on January 24, 2023 was determined
to be $626,400, using the quoted market price of $720,000 and taking into account a liquidity discount of $93,600
which reflects that the common shares were subject to a four month hold period. Management used a Black- Scholes
pricing model to determine the value of the liquidity discount and the inputs into the model are shown in a table
below. The liquidity discount of $93,600 was amortized into comprehensive loss over the four month hold period
as part of the change in fair value of the investment.

The accounting fair value of the Rise Gold warrants at acquisition date was determined to be $92,474, using a
Black-Scholes pricing model valuation of $106,292 and taking into account a liquidity discount of $13,818 which
reflects that the warrants were subject to a four month hold period. The liquidity discount was amortized into net
loss over the four month hold period as part of the unrealized loss on the investment. The inputs into the Black-
Scholes model to determine the liquidity discount and the valuation of the warrants as at acquisition date and as at
June 30, 2023 are shown in the tables below.
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SOUTHERN ARC MINERALS INC.

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2024 and 2023
(Expressed in Canadian dollars)

3. INVESTMENTS (continued)
a) Rise Gold Corp. (continued)

The $184,074 difference between the $534,800 acquisition cost of the Rise Gold units and the $718,874 accounting
fair value of the Rise Gold common shares ($626,400) and warrants ($92,474) was recognized as a deferred gain at
initial recognition. The $146,921 deferred gain relating to the Rise Gold common shares was amortized into other
comprehensive income over the four-month hold period. The $37,153 deferred gain relating to the Rise Gold
warrants is being amortized into net loss on a straight-line basis over the two-year contractual term of the warrants.
As at June 30, 2024, the amortization of deferred gain in Rise Gold warrants is $20,083 (June 30, 2023: $7,904)
The amortization of deferred gain in Rise Gold warrants is presented in the statement of net loss. As at June 30,
2024, the deferred gain balance relating to the Rise Gold common shares has been fully amortized and the deferred
gain balance related to the Rise Gold warrants is $9,166 (June 30, 2023: $29,249). The deferred gain balance related
to the Rise Gold warrants is presented in the statement of financial position.

The quoted market price of the Rise Gold common shares was higher for the year ended June 30, 2024 compared
to the year ended June 30, 2023. As a result, during the year ended June 30, 2024, the Company recorded a net gain
on the Rise Gold common shares in other comprehensive loss of $50,781. The Company also recorded a loss on
the Rise Gold warrants in net loss of $619.

The following weighted average assumptions were used for the Black-Scholes valuation of the Rise Gold liquidity
discount for the common shares and warrants:

January 24,2023

Risk-free interest rate 4.41%
Expected hold period (in years) 0.351
Expected volatility 60%
Share price (US$) $ 0.54
Exercise price (US$) $ 0.54

The following weighted average assumptions were used for the Black-Scholes valuation of the Rise Gold warrants:

June 30, 2024 June 30, 2023 January 24, 2023
Risk-free interest rate 3.99% 4.54% 3.80%
BExpected life of warrants (in years) 0.59 1.59 2.02
BExpected volatility 55% 55% 55%
Share price (US$) $ 017 $ 012 $ 0.54
Bxercise price (US$) $ 060 $ 060 $ 0.60
Value of Call Option $ 000 $ 000 $ 0.16

b) Adriatic Metals plc

The Company previously received 9,481 shares of Adriatic Metals plc. (“Adriatic”) in October 2020 as part of a
return of capital transaction to the shareholders of the Company.

During the year ended June 30, 2024, the Company sold 9,481 shares of Adriatic for proceeds of $35,940 and

recognized a gain of $9,366 in other comprehensive income. On sale of the Adriatic shares, the accumulated gain
of $15,936 in other comprehensive loss was transferred to deficit.

-15-



SOUTHERN ARC MINERALS INC.

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2024 and 2023
(Expressed in Canadian dollars)

3.

INVESTMENTS (continued)

¢) Japan Gold Corp.

The Company previously received 228,510 common shares of Japan Gold Corp. in October 2020 as part of a return
of capital transaction to the shareholders of the Company. As at June 30, 2024, the fair value of these shares was

$14,853 (June 30, 2023: $37,704) resulting in a loss of $22,851 in other comprehensive loss.

During the year ended June 30, 2023, 12,500,000 Japan Gold Corp. warrants with a weighted average exercise price
of $0.40 expired unexercised.

FURNITURE AND EQUIPMENT

Office Leasehold

Cost Furniture Improvements Total

At June 30, 2023 $ 35071 $ 29,660 $ 64,731
Addition - - -
At June 30, 2024 $ 35071 $ 29,660 $ 64,731
Accumulated depreciation

At June 30, 2022 $ 31,636 $ 29,660 $ 61,296
Depreciation expenses 808 - 808
At June 30, 2023 $ 32,444 % 29,660 $ 62,104
Depreciation expenses 808 - 808
At June 30, 2024 $ 33252 $ 29660 $ 62,912
Total carrying value, June 30, 2023 $ 2,627 $ - $ 2,627
Total carrying value, June 30, 2024 $ 1,819 $ - $ 1,819

SHAREHOLDERS’ EQUITY

The Company’s authorized share capital consists of an unlimited number of Class A common shares without par
value. As at June 30, 2024, 22,898,283 (June 30, 2023 — 22,898,283) are issued of which 22,768,283 (June 30, 2023
—22,768,283) are outstanding as 130,000 (June 30, 2023 — 130,000) are common shares owned by the Company.
Share options

The Company grants share options in accordance with its share option plan and the policies of the TSX Venture
Exchange. The number of shares reserved for issuance under the plan shall not exceed 10% of the issued and
outstanding common shares of the Company. The terms of the option, including the vesting terms and the option
price, are fixed by the directors at the time of grant subject to the price not being less than the market price of the
Company’s shares on the date of grant. The share options granted are exercisable for a period of up to ten years, as
determined by the board of directors at the time of grant.

As at June 30, 2024 and June 30, 2023, the Company has no options outstanding.

Share purchase warrants

As at June 30, 2024 and June 30, 2023, the Company has no share purchase warrants outstanding.
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June 30, 2024 and 2023
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6.

RELATED PARTY TRANSACTIONS
Key management and personnel compensation

Key management personnel include the directors and officers of the Company.

Key management compensation for the year ended June 30, 2024, consisted of management fees of $120,000 and
(June 30, 2023 - $220,000) respectively paid to two private companies controlled by the CEO and Chairman of the
Company. Management fees include administrative, finance, accounting, investor relations and consulting services.

The Company also reimbursed a private company controlled by the CEO and Chairman of the Company $Nil in
occupancy costs (June 30, 2023 - $27,500) during the year ended June 30, 2024. As at June 30, 2024, the Company

had a deposit balance of $4,706 (June 30, 2023 - $4,706) for its occupancy costs.

The above transactions are recorded at the consideration established and agreed to by the related parties.

INCOME TAXES

A reconciliation of income taxes at statutory rates of 27% with reported taxes is as follows:

2024 2023
Loss for the year, before income taxes $ (228,928) $ (404,083)
Bxpected income taxrecovery $ (61,811) $ (109,102)
Non-taxable change in fair value of warrants (5,255) (25,060)
Non-taxable portion on amortization of deferred gain - 2,134
Taxeffect of temporary differences for which no taxhas been recognized 67,066 132,028
Total income taxrecovery $ - $ -

Deferred income tax assets have not been recognized for the following temporary differences as management does
not believe, based on estimated future taxable income that it is probable that the benefit of these temporary

differences will be realized:

2024 2023
Non-capital loss carry forwards $ 27,829,663 $ 27,575,731
Capital loss carry forwards 3,832,186 3,143,940
Cumulative exploration expenses 7,185,389 7,185,389
Property and equipment 56,217 56,217
Total income taxrecovery $ 38,903,455 $ 37,961,277

-17 -



SOUTHERN ARC MINERALS INC.

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2024 and 2023
(Expressed in Canadian dollars)

7.

INCOME TAXES (continued)

The Company has accumulated non-capital losses for deduction against future years’ Canadian taxable income,
which expire as follows:

2031 $ 2,677,396
2032 3,763,442
2033 3,103,710
2034 3,298,960
2035 2,079,608
2036 1,493,116
2037 7,964,922
2038 1,058,953
2039 120,032
2040 486,749
2041 590,861
2042 450,546
2043 492,975
2044 248,393

$ 27,829,663

The capital losses and cumulative exploration expenses have no expiry date.
SEGMENTED INFORMATION
A reporting segment is defined as a component of the Company that:

- Engages in business activities from which it may earn revenues and incur expenses;
- Operating results are reviewed regularly by the entity’s chief operating decision maker; and
- Discrete financial information is available

The Company conducts its business as a single operating segment focused on the acquisition and exploration of
resource properties and investments. As at June 30, 2024 and June 30, 2023, all of the Company’s assets and
liabilities and income are in Canada.

FINANCIAL INSTRUMENTS

The nature of the Company’s operations exposes the Company to credit risk, liquidity risk and market risk, which
may have a material effect on cash flows, operations and comprehensive income.

The Company’s risk management policies are established to identify and analyze the risks faced by the Company,
to set appropriate risk limits and to monitor market conditions and the Company’s activities. The Board of Directors
has overall responsibility for the establishment and oversight of the Company’s risk management framework and
policies.

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. The
Company currently does not have any significant credit risk.

Liquidity risk is the risk that the Company is not able to meet its financial obligations as they fall due. All of the
Company’s financial liabilities are classified as current and are anticipated to mature within the next fiscal year.
The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet
liabilities when due. See also Note 1.
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10.

FINANCIAL INSTRUMENTS (continued)

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange
rates, and commodity and equity prices. The Company is exposed to interest rate risk to the extent that the cash
maintained at the financial institutions is subject to a floating rate of interest. The interest rate risk on the Company’s
cash is minimal. The Company is subject to foreign currency fluctuations primarily on its cash denominated in a
currency other than the Canadian dollar. As at June 30, 2024, every 1% of change in foreign exchange rate in either
direction would result in change in net loss of approximately $5. The quoted market price of Japan Gold and Rise
Gold shares are subject to fluctuations and this impacts other comprehensive income. A 1% change (plus or minus)
in the price of these shares would change the fair value of the common shares and other comprehensive income by
approximately $2,500. A 1% change (plus or minus) in the market price used in the valuation of the Company’s
investment in warrants would change the fair value of the warrants and net loss by $5.

Fair value
IFRS requires disclosure about fair value measurements for financial instruments and liquidity risk using a three-
level hierarchy that reflects the significance of the inputs used in making the fair value measurements. The three-

level hierarchy is as follows:

Level 1- Unadjusted quoted prices in active markets for identical assets or liabilities;

Level 2 - Inputs other than quoted prices that are observable for the asset or liability either directly
or indirectly; and
Level 3- Inputs that are not based on observable market data.

The Company’s investment in common shares of Japan Gold Corp., Rise Gold and Adriatic were recognized at fair
value using the quoted market price of these instruments. Accordingly, these are classified as level 1, except for the
Rise Gold shares which were classified as level 2 on initial recognition, as the inputs used in the determination of
the liquidity discount were not directly observable. Subsequently, the investment in common shares of Rise Gold
were classified as level 1. The Rise Gold warrants were recognized at fair value using level 2 inputs. The fair value
of the Rise Gold warrants was determined using a Black-Scholes option pricing formula along with comparable
volatility calculated using similar comparable companies of Rise Gold. The carrying value of cash, receivables,
deposits and accounts payable and accrued liabilities approximate their fair value due to their short-term nature.

SUBSEQUENT EVENT

Subsequent to the year ended June 30, 2024, the Company sold 228,510 shares of Japan Gold Corp. for proceeds
of $16,775.
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