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Independent Auditor’s Report
To the Shareholders of Azarga Uranium Corp.
Opinion
We have audited the consolidated financial statements of Azarga Uranium Corp. (“the Company”), which
comprise the consolidated statements of financial position as at December 31, 2020 and 2019, and the
related consolidated statements of loss and other comprehensive loss, changes in equity and cash flows
for the years then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies.
In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Company as at December 31, 2020 and 2019, and its
consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with International Financial Reporting Standards (“IFRS”).
Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the
Company in accordance with the ethical requirements that are relevant to our audit of the consolidated
financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, we do not provide a separate opinion on these matters.
Matter

Audit response

Impairment Indicator Assessment of Exploration and Evaluation Assets
The assessment by management of the
existence of any impairment indicators as they
relate to the Company’s exploration and
evaluation assets (“E&E Assets”) is highly
judgmental. In the event that indicators were
identified, the resulting impairment test would
involve the application of significant
estimation by management.
See Note 5 to the consolidated financial
statements.

We reviewed management’s impairment indicator
assessment conducted in accordance with IFRS 6
Exploration for and Evaluation of Mineral Resources
and obtained evidence to evaluate the completeness
and accuracy of the information presented by
management and the conclusions reached.
As no impairment charge is recognized in the
consolidated financial statement for the year ended
December 31, 2020, We evaluated management’s
assertion that there are no indicators of impairment
at year end, and that the E&E Assets held by the
Company were not impaired. This assertion was
considered in light of recent Preliminary Economic
Assessment reports, changes within the uranium
industry, the licenses held by the Company, the
market capitalization of the Company and any other
factors that would trigger an impairment indicator
on the E&E Assets.

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO
network of independent member firms.

Material Uncertainty Related to Going Concern
We draw attention to Note 1 in the consolidated financial statements, which indicates that the Company
has not generated revenues from operations, is currently in the exploration and development stage, has
an accumulated deficit of $29,129,578 and that there is no certainty that additional financing will be
available to the Company at acceptable terms. These events or conditions, along with other matters as
set forth in Note 1, indicate that material uncertainties 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 Information
Management is responsible for the other information. The other information comprises the information
included in Management’s Discussion & Analysis (“the MD&A”).
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 identified above 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 the MD&A prior to the date of this auditor’s report. If, based on the work we have performed
on this other information, we conclude that there is a material misstatement of this other information,
we are required to report that fact in this auditor’s report. We have nothing to report in this regard.
Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements
Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS, and for such internal control as management determines is necessary
to enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these consolidated financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:
·

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 financial 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 group 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 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 consolidated financial statements of the current period 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 Mark Zastre.

Chartered Professional Accountants
Vancouver, British Columbia
March 25, 2021
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AZARGA URANIUM CORP.

Consolidated Statements of Financial Position
(Expressed in U.S. Dollars)

As at December 31,
2020
2019

Notes

ASSETS
Current assets
Cash
Other assets
Total current assets

$

Non-current assets
Restricted cash
Exploration and evaluation assets
Property, plant and equipment
Right-of-use assets
Total non-current assets
Total assets

5
$

LIABILITIES AND EQUITY
Current liabilities
Trade and other payables
Loans payable
Operating lease obligations
Total current liabilities

6

Non-current liabilities
Trade and other payables
Deferred income tax liabilities
Decommissioning liabilities
Lease obligations
Warrant liabilities
Total non-current liabilities
Total liabilities

20
7

Equity
Common shares
Contributed surplus
Share option reserve
Accumulated deficit
Total equity
Total liabilities and equity

9
9
10

Corporate information and going concern
Subsequent event

1
21

952,472
42,621,402
65,261
74,145
43,713,280
46,172,839
525,904
101,284
15,661
642,849

$

$

184,447
23,913
208,360
22,716
41,440,616
67,577
111,357
41,642,266
41,850,626

$

793,864
45,014
838,878

55,000
3,277,193
267,807
63,548
1,960,499
5,624,047
6,266,896

8

Approved by the Board of Directors of the Company:
“Joseph L. Havlin”, Director

$

2,400,060
59,499
2,459,559

$

64,899,866
1,127,178
3,008,477
(29,129,578)
39,905,943
46,172,839 $

70,000
3,112,193
251,550
70,445
265,029
3,769,217
4,608,095
60,303,924
1,117,679
2,809,429
(26,988,501)
37,242,531
41,850,626

“Matthew O’Kane”, Director

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

Consolidated Statements of Loss and Other Comprehensive Loss
(Expressed in U.S. Dollars)

Year ended December 31,
2020
2019

Notes
Administrative expenses
Foreign exchange loss
Impairment of exploration and evaluation assets
Loss from operations before undernoted
Finance costs
Unrealized (loss) gain on warrant liabilities
Loss before income tax
Deferred income tax (expense) recovery
Net loss from continuing operations
Net loss from discontinued operations
Net loss
Net loss attributable to:
Equity holders of the Company
Non-controlling interest
Net loss

11
5

(1,583,893) $
(36,582)
(1,620,475)
(109,007)
(246,595)
(1,976,077)
(165,000)
(2,141,077)
(2,141,077) $

(1,943,285)
(93,382)
(2,422,398)
(4,459,065)
(9,734)
371,983
(4,096,816)
122,000
(3,974,816)
(3,763,180)
(7,737,996)

$

$

(2,141,077) $
(2,141,077) $

(7,464,073)
(273,923)
(7,737,996)

$
$
$

(0.01) $
$
(0.01) $

(0.02)
(0.02)
(0.04)

12
8

20

13

19

Basic and diluted loss per share
Basic and diluted loss per share from continuing operations
Basic and diluted loss per share from discontinued operations
Basic and diluted loss per share

Weighted average number of common shares outstanding

Net loss
Other comprehensive income
Item that may be reclassified subsequently as profit or loss
Foreign currency translation adjustment
Total other comprehensive loss
Other comprehensive income attributable to:
Equity holders of the Company
Non-controlling interest
Other comprehensive income

$

$

$
$

19

$
$

195,740,974

(2,141,077) $

181,477,536

(7,737,996)

(2,141,077) $

1,080,330
(6,657,666)

-

1,065,341
14,989
1,080,330

$
$

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

Consolidated Statements of Changes in Equity
(Expressed in U.S. Dollars)

Attributable to equity holders of the Company

Balances, December 31, 2019
Issuance of shares for private placements
Issuance of shares on exercise of warrants
Issuance of shares on exercise of options
Issuance of shares to settle employee remuneration
Issuance of shares to settle trade and other payables
Issuance of shares to settle ESPP
Issuance of shares to settle DSA
Compensation to be settled by equity
Share-based compensation
Net loss for the year
Balances, December 31, 2020

Balances, December 31, 2018
Issuance of shares for private placement
Issuance of shares to settle employee remuneration
Issuance of shares to settle ESPP
Issuance of shares to settle DSA
Compensation to be settled by equity
Share-based compensation
NCI adjustment on acquisition of 23.1% of UrAsia
Net loss for the year
Other comprehensive income for the year
Balances, December 31, 2019

Number of
shares

Common
shares

185,543,926
40,933,333
28,000
200,000
1,750,000
200,000
2,523,754
466,432
231,645,445

$ 60,303,924
3,896,784
4,397
46,065
267,845
25,843
300,008
55,000
$ 64,899,866

Number of
shares

Common
shares

169,833,806
13,106,046
900,000
1,380,521
323,553
185,543,926

$ 57,976,321
1,871,110
170,068
231,424
55,001
$ 60,303,924

Contributed
surplus
$

$

Share option
reserve

1,117,679 $
(267,845)
(300,008)
(55,000)
632,352
1,127,178 $

Foreign currency
translation
Accumulated
reserve
deficit

2,809,429 $
(34,338)
233,386
3,008,477 $

-

Attributable to equity holders of the Company
Contributed
surplus
$

$

Share option
reserve

1,001,818 $
(170,068)
(231,424)
(55,001)
572,354
1,117,679 $

2,500,078
309,351
2,809,429

$

Non-controlling
interest

$ (26,988,501) $ 37,242,531 $
3,896,784
4,397
11,727
25,843
632,352
233,386
(2,141,077)
(2,141,077)
$ (29,129,578) $ 39,905,943 $

Foreign currency
translation
Accumulated
reserve
deficit
$

Total equity

Total equity

-

Total equity
$

$

Non-controlling
interest

(863,092) $ (18,973,266) $ 41,641,859 $
1,871,110
572,354
309,351
(202,249)
(551,162)
(753,411)
(7,464,073)
(7,464,073)
1,065,341
1,065,341
$ (26,988,501) $ 37,242,531 $

(494,477) $
753,411
(273,923)
14,989
$

37,242,531
3,896,784
4,397
11,727
25,843
632,352
233,386
(2,141,077)
39,905,943

Total equity
41,147,382
1,871,110
572,354
309,351
(7,737,996)
1,080,330
37,242,531

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

Consolidated Statements of Cash Flows
(Expressed in U.S. Dollars)

OPERATING ACTIVITIES

Year ended December 31,
2020
2019

Notes

Net loss from continuing operations
Adjustments for:
Depreciation
Share-based compensation
Impairment of exploration and evaluation assets
Unrealized loss (gain) on warrant liabilities
Deferred income tax expense (recovery)
Equity compensation expense
Finance costs
Unrealized foreign exchange loss
Operating cash flows before changes in non-cash working capital items
Change in other assets
Change in trade and other payables
Net cash used in operating activities of continuing operations
Net cash used in operating activities of discontinued operations

11
10
5
8
20
9
12

$

INVESTING ACTIVITIES
Expenditures on exploration and evaluation assets, net
Sale of property, plant and equipment
Restricted cash
Reclamation bonds
Net cash used in investing activities of continuing operations
Net cash generated by investing activities of discontinued
operations

5

Proceeds from issuance of common shares
9
Share issue costs
9
Exercise of warrants
9
Exercise of stock options
9
Loan proceeds
6
Repayment of loans
6
Net cash generated by financing activities of continuing operations
Net cash generated by financing activities of discontinued
operations

44,560
252,790
2,422,398
(371,983)
(122,000)
572,354
9,734
12,277
(1,154,686)
2,897
(296,541)
(1,448,330)
(41,176)

(1,164,529)
(929,733)
(2,094,262)

(1,314,974)
1,126
99,000
(1,214,848)

5,859,678
(572,411)
4,397
11,727
1,741,011
(1,752,627)
5,291,775

2,266,169
(16,553)
2,249,616

(917)

(3,925)

99,700

-

Effect of foreign exchange rate changes on cash

Change in cash from continuing operations
Increase in cash from discontinued operations
Cash, beginning of year

Supplemental cash flow information, see Note 18

(3,974,816)

39,528
233,386
246,595
165,000
632,352
109,007
70,804
(644,405)
(35,586)
(300,992)
(980,983)
-

-

FINANCING ACTIVITIES

Cash, end of year

(2,141,077) $

$

2,215,613
184,447

2,400,060

191,409

$

(417,487)
249,933
352,001
184,447

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

Notes to the Consolidated Financial Statements
For the year ended December 31, 2020
(Expressed in U.S. Dollars)

1.

CORPORATE INFORMATION AND GOING CONCERN
Azarga Uranium Corp. (“Azarga Uranium”) was incorporated on February 10, 1984 under the
laws of the Province of British Columbia, Canada. Azarga Uranium’s common shares are
publicly traded on the Toronto Stock Exchange (“TSX”) (Symbol: AZZ), the Frankfurt Stock
Exchange (Symbol: P8AA), and the OTCQB Venture Market (Symbol: AZZUF). Azarga
Uranium, together with its subsidiaries (collectively referred to as the “Company”), is an
integrated uranium exploration and development company.

The Company controls uranium properties located in the United States of America (“USA”)
with a primary focus of developing in-situ recovery uranium projects. The Company’s Dewey
Burdock Project, located in South Dakota, USA, is the Company’s initial development priority.
The Company also owns uranium projects in Wyoming, Colorado, and Utah.
The Company’s corporate and registered and records office address is Unit 1 – 15782 Marine
Drive, White Rock, BC, V4B 1E6.

These consolidated financial statements have been prepared on a going concern basis, which
contemplates that the Company will continue operations for the foreseeable future and will
be able to realize its assets and discharge its liabilities in the normal course of business as
they fall due. To date, the Company has not generated revenues from operations and is
currently in the exploration and development stage. As at December 31, 2020, the Company
had working capital of $1,816,710 and an accumulated deficit of $29,129,578 and will
continue incurring losses for the foreseeable future. Additional funding will be required by
the Company to complete its strategic objectives and continue as a going concern. There is no
certainty that additional financing, at terms that are acceptable to the Company, will be
available. The Company has successfully raised financing in the past and will continue to
assess available alternatives; however, there is no assurance that the Company will be able
to raise additional funds in the future. These material uncertainties cast significant doubt on
the Company’s ability to continue as a going concern.
In March 2020, the World Health Organization declared COVID-19 a global pandemic. This
contagious disease outbreak, which has continued to spread, has adversely affected
workforces, economies, and financial markets globally. To date, this pandemic has had a
limited impact on the Company’s operations as the Company has continued to advance
permitting on its Dewey Burdock project and raise capital. However, it is not possible for the
Company to ultimately predict the duration or magnitude of the adverse impacts of the
outbreak and its effects on the Company’s business or ability to raise funds.

These consolidated financial statements do not reflect adjustments that would be necessary
if the going concern assumption were not appropriate.
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AZARGA URANIUM CORP.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2020
(Expressed in U.S. Dollars)

2.

BASIS OF PRESENTATION

2.1

Statement of compliance
These consolidated financial statements, including comparatives, have been prepared in
accordance with and using accounting policies in compliance with International Financial
Reporting Standards (“IFRS”) and interpretations issued by the International Accounting
Standards Board (“IASB”) and interpretations of the IFRS Interpretations Committee
(“IFRIC”).

2.2

These consolidated financial statements for the year ended December 31, 2020 were
approved and authorized for issue by the Company’s Board of Directors on March 25, 2021.

2.3

These consolidated financial statements have been prepared on a historical cost basis, except
for financial instruments which are measured at fair value. The Company’s financial
instruments are further disclosed in Note 15.

2.4

These consolidated financial statements are presented in United States Dollars, unless
otherwise indicated. All references to $ refer to the United States Dollar and all references to
C$ refer to the Canadian Dollar.

Basis of presentation

Presentation currency

Significant accounting judgments and estimates

Information about judgments and estimates in applying accounting policies that have the
most significant effect on the amounts recognized in the consolidated financial statements
are as follows:
Liquidity and going concern assumption

In the determination of the Company’s ability to meet its ongoing obligations and future
contractual commitments, management relies on the Company’s planning, budgeting and
forecasting process to help determine the funds required to support the Company’s normal
operations on an ongoing basis and its expansionary plans. The key inputs used by the
Company in this process include forecasted capital deployment, progress on permitting,
results from the exploration and development of its properties and general industry
conditions. Changes in these inputs may alter the Company’s ability to meet its ongoing
obligations and future contractual commitments and could result in adjustments to the
amounts and classifications of assets and liabilities should the Company be unable to
continue as a going concern, see Note 1.
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AZARGA URANIUM CORP.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2020
(Expressed in U.S. Dollars)

2.

BASIS OF PRESENTATION (Continued)

2.4

Significant accounting judgments and estimates (Continued)
Indicators of impairment of exploration and evaluation assets
In accordance with the Company’s accounting policy for its exploration and evaluation assets,
expenditures on its uranium properties are capitalized. There is no certainty that the
expenditures made by the Company in the exploration of its property interests will result in
discoveries of commercial quantities of uranium. The Company applies judgment to
determine whether indicators of impairment exist for these capitalized costs.

Management uses several criteria in making this assessment, including the period for which
the Company has the right to explore, expected renewals of exploration rights, whether
substantive expenditures on further exploration and evaluation of its properties are
budgeted, and evaluation of the results of exploration and evaluation activities up to the
reporting date.
Carrying value of exploration and evaluation assets

If any indicators of impairment are noted, then management reviews the carrying value of
the Company’s exploration and evaluation assets to determine whether an impairment
charge should be recorded on any of its projects. Management determines the recoverable
amount of its individual exploration and evaluation assets using the higher of fair value less
costs to sell or value-in-use. This determination and the individual assumptions require that
management decide whether impairment should be recorded based on the best available
information at each reporting period. Changes in these assumptions may alter the results of
impairment testing. Impairment charges are recognized in profit or loss and the resulting
carrying amounts of assets.
During the year ended December 31, 2019, the Company recorded an impairment charge of
$4,140,444 on its Kyzyl Ompul project in Kyrgyzstan and an impairment charge of $2,422,398
on its Centennial project in Colorado, see Note 5.
During the year ended December 31, 2020, the Company did not record any further
impairment charges.

Capitalization of exploration and evaluation costs

Management has determined that exploration and evaluation costs incurred or acquired
during the year will have future economic benefits and are economically recoverable. In
making this judgment, management has assessed various sources of information including,
but not limited to, the geologic and metallurgic information, scoping studies, preliminary
economic assessments, proximity of operating facilities, operating management expertise
and existing permits.
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AZARGA URANIUM CORP.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2020
(Expressed in U.S. Dollars)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1

Basis of consolidation
The consolidated financial statements include the financial statements of Azarga Uranium
and its controlled subsidiaries.
Name of subsidiary
Powertech (USA) Inc.

Ucolo Exploration Corp.

UrAsia in Kyrgyzstan LLC *

Place of
incorporation

Ownership
interest
at December
31, 2020

USA

100%

USA

Kyrgyz
Republic
Canada
BVI

URZ Energy Corp.
Azarga Resources Limited
Azarga Resources (Hong
Hong Kong
Kong) Limited
Azarga Resources Canada
Canada
Ltd.
Azarga Resources USA
USA
Company
* sold in October 2019, see Note 5

Principal activity

100%
100%

Operating uranium
exploration company
Operating uranium
exploration company
Operating uranium
exploration company
Holding company
Holding company

100%

Holding company

100%
0%

100%
100%

Holding company
Holding company

The Company controls an entity when the Company is exposed to, or has rights to, variable
returns from its involvement with the entity and has the ability to affect those returns
through its power over the entity.

The results of subsidiaries acquired or disposed of during the year are included in the
consolidated statements of profit or loss and other comprehensive income or loss from the
effective date of acquisition or up to the effective date of disposal, as appropriate. All
intercompany transactions, balances, income and expenses are eliminated on consolidation.
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AZARGA URANIUM CORP.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2020
(Expressed in U.S. Dollars)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.2

Foreign currency translation
The functional currency of each entity is determined by the currency of the primary economic
environment in which the entity operates. The functional currency of each entity is the
United States Dollar, with the exception of the Company’s previously owned subsidiary
UrAsia in Kyrgyzstan LLC, whose functional currency was the Kyrgyz Som.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Foreign currency monetary items are
translated at the period-end exchange rate. Non-monetary items measured at historical cost
continue to be carried at the exchange rate at the date of the transaction. Non-monetary items
measured at fair value are reported at the exchange rate at the date when fair values were
determined.
Exchange differences arising on the translation of monetary items or on settlement of
monetary items are recognized in profit or loss in the consolidated statements of profit or
loss and other comprehensive income or loss in the period in which they arise.

Exchange differences arising on the translation of non-monetary items are recognized in
other comprehensive income or loss in the consolidated statements of profit or loss and other
comprehensive income or loss to the extent that gains and losses arising on those nonmonetary items are also recognized in other comprehensive income or loss. Where the nonmonetary gain or loss is recognized in profit or loss, the exchange component is also
recognized in profit or loss.
Parent and subsidiary companies

The financial position and results of operations whose functional currency is different from
the presentation currency are translated as follows:
•

•

Assets and liabilities are translated at period-end exchange rates prevailing at that
reporting date; and
Income and expenses are translated at the average exchange rates for the period.

Exchange differences are transferred directly to other comprehensive income or loss and are
included in a separate component of shareholders’ equity titled foreign currency translation
reserve. These differences are recognized in profit or loss in the period in which the
subsidiary is disposed of.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.3

Restricted cash

3.4

Restricted cash consists of deposits held for collateral pursuant to bonds provided to state
and federal authorities in connection with exploration and evaluation property activities. The
Company makes such cash deposits for restoration provisions related to rehabilitation
obligations.
Property, plant and equipment

Property, plant and equipment (“PPE”) includes the Company’s machinery and equipment,
office equipment, furniture and fixtures, vehicles and buildings. PPE is stated at cost less
accumulated depreciation and accumulated impairment losses.
Initial recognition

The cost of an item of PPE consists of the purchase price or construction cost, including
vendor prepayments, any costs directly attributable to bringing the asset to the location and
condition necessary for its intended use, borrowing costs during construction, if applicable,
and the estimated costs associated with dismantling and removing the assets.
Depreciation

Depreciation is recorded based on the cost of an item of PPE, less its estimated residual value,
using the straight-line method over the following estimated useful lives:
•
•
•
•

•

Machinery and equipment
Vehicles
Office equipment
Furniture and fixtures
Building

5 to 10 years
3 years
3 to 5 years
4 to 5 years
10 to 40 years

When major components of an item of PPE have different useful lives, they are accounted for
as separate items of PPE and depreciated as per each component’s useful life.

The cost of replacing a component of PPE is recognized as part of the carrying value of the
item if it is probable that the future economic benefit will flow to the Company and its cost
can be measured. The carrying amount of the replaced component is derecognized.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.4

Property, plant and equipment (Continued)
An item of PPE is derecognized upon disposal, when held for sale or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on
disposal of the asset, determined as the difference between the net disposal proceeds and the
carrying amount of the asset, is recognized in profit or loss.

3.5

The Company conducts an annual assessment of the residual balances, estimated useful lives
and depreciation methods being used for PPE and any changes arising from the assessment
are applied by the Company prospectively.
Exploration and evaluation assets

Exploration and evaluation expenditures are recognized as assets in the period in which they
are incurred once the legal right to explore a property has been acquired. This includes any
acquisition costs associated with such property. These direct expenditures include such costs
as drilling/engineering, salaries and consulting, rehabilitation costs and license fees, inclusive
of land payments and claims maintenance. Costs not directly attributable to exploration and
evaluation activities, including general and administrative overhead costs, are expensed in
the period in which they occur. Payments received by the Company from exploration and
evaluation partners are credited to the capitalized cost of the exploration and evaluation
asset. If the payments received exceed the capitalized cost of the exploration and evaluation
asset, the excess is recognized as a gain.
The Company assesses exploration and evaluation assets for impairment when facts and
circumstances suggest that the carrying amount of the asset may exceed its recoverable
amount. Any such impairment charges are recognized in profit or loss.

Once the technical feasibility and commercial viability of extracting the resource has been
determined and management plans to develop the property, the property will be considered
a mine under development and will be classified as “mines under construction” in the
consolidated statement of financial position. As part of the reclassification, “mines under
construction” will be tested for impairment.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.6

Rehabilitation provisions

3.7

The Company recognizes provisions for statutory, contractual, constructive or legal
obligations, including those associated with the reclamation of environmental disturbances
caused by exploration and evaluation activities. The nature of the rehabilitation activities
includes restoration, reclamation and re-vegetation of the affected exploration sites. Initially,
a provision for a decommissioning liability is recognized as its present value in the period in
which it is incurred. Upon initial recognition of the liability, a corresponding amount is added
to the carrying amount of the related asset and the cost is amortized as an expense over the
economic life of the asset using either the unit-of-production method or the straight-line
method, as appropriate. Following the initial recognition of the decommissioning liability, the
carrying amount of the liability is increased for the passage of time and adjusted for changes
to the current market-based discount rate and the amount or timing of the underlying cash
flows needed to settle the obligation.
Taxation

Income tax expense represents the sum of current and deferred income tax.

Current income tax

Current income tax assets and liabilities are measured at the amount expected to be
recovered from or paid to taxation authorities. The tax rates and tax laws used to compute
current income taxes for each jurisdiction in which the Company operates, are those that are
substantively enacted at the end of each reporting period. The Company incurred no current
income taxes for the years ended December 31, 2020 and 2019.

Deferred income tax

Deferred income tax is provided for using the liability method on temporary differences
between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Page | 17

AZARGA URANIUM CORP.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2020
(Expressed in U.S. Dollars)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.7

Taxation (Continued)
Deferred income tax (Continued)
Deferred income tax liabilities are recognized for all taxable temporary differences, except:

•
•

Where the deferred income tax liability arises from the initial recognition of goodwill or
of an asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss; and
In respect of taxable temporary differences associated with investments in subsidiaries,
associates and joint ventures, where the timing of the reversal of the temporary
differences can be controlled by the parent, investor or co-venturer and it is probable that
the temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognized for all deductible temporary differences, carry
forward of unused tax credits and tax losses, to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences and the carry
forward of unused tax credits and tax losses can be utilized except:
•

•

Where the deferred income tax asset relating to the deductible temporary difference
arises from the initial recognition of an asset or liability in a transaction that is not a
business combination and, at the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and
In respect of deductible temporary differences associated with investments in
subsidiaries, associates and joint ventures, deferred income tax assets are recognized
only to the extent that it is probable that the temporary differences will reverse in the
foreseeable future and taxable profit will be available against which the temporary
differences can be utilized.

The carrying amount of deferred income tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is no longer probable that sufficient taxable profit
will be available to allow all or part of the deferred income tax asset to be utilized.

Unrecognized deferred income tax assets are reassessed at the end of each reporting period
and are recognized to the extent that it has become probable that future taxable profit will
allow the deferred tax asset to be recovered. Deferred income tax assets and liabilities are
measured at the tax rates that are expected to apply to the year when the asset is realized or
the liability is settled, based on tax rates and tax laws that have been substantively enacted
at the end of each reporting period.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.7

Taxation (Continued)
Deferred income tax (Continued)
In consolidated financial statements, temporary differences are determined by comparing
the carrying amounts of assets and liabilities in the consolidated financial statements with
the appropriate tax base. The tax base is determined by reference to the tax returns of each
entity in the group.

Deferred income tax relating to items recognized directly in equity or other comprehensive
income or loss are recognized in equity and not in profit or loss or other comprehensive
income or loss.

3.8

Deferred income tax assets and liabilities are offset if, and only if, a legally enforceable right
exists to set off current tax assets against current tax liabilities and the deferred tax assets
and liabilities relate to income taxes levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend to either settle current tax liabilities
and assets on a net basis, or to realize the assets and settle the liabilities simultaneously, in
each future period in which significant amounts of deferred tax assets or liabilities are
expected to be settled or recovered.
Financial instruments
Classification
The Company classifies its financial instruments in the following categories: at fair value
through profit and loss (“FVTPL”), at fair value through other comprehensive income (loss)
(“FVTOCI”) or at amortized cost. The Company determines the classification of financial
assets at initial recognition. The classification of debt instruments is driven by the Company’s
business model for managing the financial assets and their contractual cash flow
characteristics. Equity instruments that are held for trading are classified as FVTPL. For other
equity instruments, on the day of acquisition the Company can make an irrevocable election
(on an instrument-by-instrument basis) to designate them as FVTOCI. Financial liabilities are
measured at amortized cost, unless they are required to be measured at FVTPL (such as
instruments held for trading or derivatives) or the Company has opted to measure them at
FVTPL.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.8

Financial Instruments (Continued)
Measurement
Financial assets and liabilities at amortized cost
Financial assets and liabilities at amortized cost are initially recognized at fair value plus or
minus transaction costs, respectively, and subsequently carried at amortized cost less any
impairment.

Financial assets and liabilities at FVTPL
Financial assets and liabilities carried at FVTPL are initially recorded at fair value and
transaction costs are expensed in the consolidated statements of profit or loss. Realized and
unrealized gains and losses arising from changes in the fair value of the financial assets and
liabilities held at FVTPL are included in the consolidated statements of profit or loss in the
period in which they arise. Where management has opted to recognize a financial liability at
FVTPL, any changes associated with the Company’s own credit risk will be recognized in
other comprehensive income or loss.

3.9

Financial assets at FVTOCI
Financial assets, such as investments in equity instruments, classified at FVTOCI are initially
recognized at fair value plus transaction costs. Subsequently they are measured at fair value,
with gains and losses recognized in other comprehensive income or loss.
Derivative financial instruments

The Company may issue or hold compound financial instruments with embedded derivatives.
An embedded derivative is separated from its host contract and accounted for as a derivative
only when three criteria are satisfied:
•

•
•

When the economic risks and characteristics of the embedded derivative are not closely
related to those of the host contract;
A separate instrument with the same terms as the embedded derivative would meet the
definition of a derivative; and
The entire instrument is not measured at fair value with changes in fair value recognized
in the consolidated statements of profit or loss and other comprehensive income or loss.

Financial assets

The Company designates financial assets with embedded derivatives as FVTPL on the initial
recognition and accordingly does not bifurcate between the host contract and the embedded
derivative. The embedded derivative is measured at each reporting period using an
appropriate valuation model with changes in the fair value being recognized immediately in
profit or loss.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.9

Derivative financial instruments (Continued)
Financial liabilities

3.10

The Company designates certain financial liabilities with embedded derivatives as FVTPL on
the initial recognition and accordingly does not bifurcate between the host contract and the
embedded derivative. However, other financial liabilities with embedded derivatives are
bifurcated depending on the instrument. In the case of the latter, the debt host component is
classified as other financial liabilities and is measured at amortized cost using the effective
interest rate method. The embedded derivatives are classified as FVTPL and all changes in
fair value are recorded in profit or loss. The difference between the debt host component and
the principal amount of the loan outstanding is recorded as profit or loss over the expected
life of the financial liabilities.
Impairment of financial assets
Assets carried at amortized cost
At the end of each reporting period, the Company assesses whether a financial asset is
impaired.

If there is objective evidence that an impairment loss has been incurred, the amount of the
loss is measured as the difference between the asset’s carrying amount and the present value
of estimated future cash flows discounted at the financial asset’s original effective interest
rate. The carrying amount of the asset is then reduced by the amount of the impairment and
the amount of the loss is recognized in profit or loss.

3.11

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed to the extent that the carrying value of the
asset does not exceed what the amortized cost would have been had the impairment not been
recognized. Any subsequent reversal of an impairment loss is recognized in profit or loss.
Impairment of non-financial assets

At the end of each reporting period, the Company reviews the carrying amounts of its tangible
and intangible assets to determine whether there is an indication that those assets have
suffered an impairment loss. If any such indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the impairment loss, if any. Where it is not
possible to estimate the recoverable amount of an individual asset, the Company estimates
the recoverable amount of the cash-generating unit to which the assets belong.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.11

Impairment of non-financial assets (Continued)
The recoverable amount is the higher of fair value less costs to sell and value in use. In
assessing fair value less costs to sell, recent market transactions are taken into account. The
Company also considers the results of an appropriate valuation model, which would
generally be determined based on the present value of estimated future cash flows arising
from the continued use and eventual disposal of the asset. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects the current market and the risks specific to the asset.
If the recoverable amount of an asset or cash-generating unit is estimated to be less than its
carrying amount, the carrying amount is reduced to its recoverable amount and the
impairment loss is recognized in profit or loss.

3.12

Where an impairment loss subsequently reverses, the carrying amount is increased to the
revised estimate of its recoverable amount, but not above the original carrying amount.

Derecognition of financial assets and financial liabilities

Financial assets are derecognized when the rights to receive cash flows from the assets expire
or the Company has transferred substantially all the risks and rewards of ownership. On
derecognition, the difference between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or loss that had been
recognized directly in equity is recognized in profit or loss.

3.13

Financial liabilities are derecognized when the obligation specified in the underlying contract
is discharged, cancelled or expired. The difference between the carrying amount of the
financial liability derecognized and the consideration paid and payable is recognized in profit
or loss, unless the financial liability is settled with the Company’s shares, in which case it is
recognized in profit or loss or equity.

3.14

Common shares are classified as equity. Costs directly attributable to the issuance of common
shares are shown in equity as a reduction, net of tax, of the proceeds.

Common shares

Share purchase warrants

Share purchase warrants are considered a derivative liability, as the currency denomination
of the exercise price is different from the functional currency of the Company. As a result, the
fair value of the share purchase warrants are calculated on the issuance date using the BlackScholes option pricing model. Any foreign exchange or change in the fair value of the warrant
subsequent to the initial recognition is recorded in profit or loss.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.15

Share-based compensation
Where equity-settled share options are granted to employees, inclusive of directors of the
Company, the fair value of the options granted is measured using the Black-Scholes option
pricing model and is charged to the statement of profit or loss or capitalized to exploration
and evaluation assets over the vesting period. An individual is classified as an employee when
the individual is an employee for legal or tax purposes (a “direct employee”) or provides
services similar to those performed by a direct employee. Certain employees of the Company
receive a portion of their remuneration in the form of share-based payments.
Where equity-settled share options are granted to non-employees, they are measured at the
fair value of the goods or services received. However, if the value of goods or services received
in exchange for the options cannot be reliably estimated, the options are measured using the
Black-Scholes option pricing model.

3.16

All equity-settled share-based compensation is reflected in share option reserve, until
exercised. Upon exercise, shares are issued from treasury and the amount reflected in share
option reserve is credited to common shares, together with any consideration received.
Loss per share

Basic loss per share is calculated by dividing the net loss attributable to equity holders of the
Company by the weighted average number of shares outstanding during the reporting period.

Diluted loss per share is calculated by adjusting the net loss attributable to equity holders of
the Company and the weighted average number of shares outstanding for the effects of all
dilutive share equivalents. The Company’s dilutive share equivalents include stock options
and share purchase warrants.

3.17

In the Company’s case, diluted loss per share is the same as basic loss per share, as the effect
of outstanding share options and share purchase warrants on loss per share would be antidilutive.
Related party transactions

Parties are considered related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and
operating decisions. Parties are also considered related if they are subject to common
control. Related parties may be individuals or corporate entities. A transaction is considered
to be a related party transaction when there is a transfer of resources or obligations between
related parties.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.18

Segment reporting

3.19

Operating segments are reported in a manner consistent with the internal reporting provided
to the chief operating decision-maker. The chief operating decision-maker, who is
responsible for allocating resources and assessing performance of the operating segments,
has been identified as the executive management that makes strategic decisions.
New standards, interpretations and amendments not yet effective

A number of new standards, amendments to standards and interpretations are not yet
effective as of December 31, 2020 and have not been applied in preparing these consolidated
financial statements.
Effective for annual periods beginning on or after January 1, 2023:
•

4.

Amendments to IAS 1 Presentation of Financial Statements, clarify how to classify
debt and other liabilities as current or non-current. The amendments help to
determine whether, in the statement of financial position, debt and other liabilities
with an uncertain settlement date should be classified as current (due or potentially
due to be settled within one year) or non-current. The amendments also include
clarifying the classification requirements for debt an entity might settle by converting
it into equity.

The Company has not early adopted this revised standard and this standard is not expected
to have a material effect on the consolidated financial statements.

SEGMENTED INFORMATION

The Company operates in one business and geographical segment being the exploration and
development of uranium properties in the USA. Total assets attributable to the geographical
location relate primarily to exploration and evaluation assets which are disclosed in Note 5.
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5.

EXPLORATION AND EVALUATION ASSETS
South
Dakota
Dewey
Burdock
Balance, December 31, 2019
Salaries and consulting
License fees
Decommissioning liabilities
Recoveries
Balance, December 31, 2020

$ 27,750,988
275,837
364,638
$ 28,391,463

South
Dakota
Dewey
Burdock
Balance, December 31, 2018
Salaries and consulting
License fees
Decommissioning liabilities
Share-based compensation
Depreciation
Option payments received
Recoveries
Currency translation effect
Impairment
Balance, December 31, 2019

$ 26,908,029
468,525
342,758
31,676
$ 27,750,988

Wyoming

Colorado

Gas Hills

Juniper
Ridge

Other

$ 8,832,441
113,234
109,703
10,331
$ 9,065,709

$ 2,822,377
11,560
23,718
$ 2,857,655

$ 1,098,011
60,304
133,381
$ 1,291,696

Wyoming
Gas Hills

Juniper
Ridge

$ 8,634,378
78,819
104,756
12,308
2,180
$ 8,832,441

$ 2,747,392
50,743
23,370
872
$ 2,822,377

Centennial
$

$

-

JB
$

$

446,594
14,000
11,006
471,600

Ticaboo
$

$

Colorado
Other
$

911,128
43,504
140,762
2,617
$ 1,098,011

Kyrgyz
Republic
Kyzyl
Ompul

Utah

490,205
43,450
5,698
5,926
(2,000)
543,279

Utah

Centennial

JB

$ 2,379,738 $
21,000
6,000
11,607
4,053
(2,422,398)
$
$

427,716
7,000
11,006
872
446,594

Ticaboo
$

$

463,002
12,833
5,898
8,292
2,180
(2,000)
490,205

$

$

-

Kyrgyz
Republic
Kyzyl
Ompul
$ 4,225,090
17,940
67,810
12,111
2,943
(130,000)
(25,779)
(29,671)
(4,140,444)
$
-

Total
$ 41,440,616
518,385
648,144
16,257
(2,000)
$ 42,621,402

Total
$ 46,696,473
700,364
702,360
32,207
56,561
2,943
(130,000)
(27,779)
(29,671)
(6,562,842)
$ 41,440,616
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5.

EXPLORATION AND EVALUATION ASSETS

5.1

Dewey Burdock Project, South Dakota
The Dewey Burdock Project is an in-situ recovery uranium project located in the Edgemont
uranium district in South Dakota. The Dewey Burdock Project is the Company’s initial
development priority.

In 2006, the Company entered into an option agreement to purchase mineral rights on certain
areas of the Dewey Burdock Project for consideration of $200,000 plus contingent payments
of $750,000 payable in four equal instalments of $187,500 commencing 12 months
subsequent to the receipt of all regulatory permits and licenses allowing uranium production
on the area of the Dewey Burdock Project pertaining to these mineral interests. The Company
has disclosed these contingent amounts as a commitment in Note 17.

5.2

In 2008, the Company entered into an option agreement to purchase mineral rights on certain
areas of the Dewey Burdock Project for consideration of $600,000 plus contingent payments
of $1,300,000. On October 31, 2018, the Company entered into an amending agreement
whereby the $1,300,000 contingent payments are payable as follows: $31,250 on signing the
amending agreement; nine payments of $31,250 payable each May 31 and October 1; and ten
payments of $98,750 payable thereafter each May 31 and October 1 with the final payment
of $98,750 being made on May 31, 2028. If the Company receives all regulatory permits and
licenses allowing uranium production on the area of the Dewey Burdock Project pertaining
to these mineral interests before completion of the aforementioned payments, then the
balance of payments owing shall be payable in four equal installments annually beginning
one year from that date with a minimum payment of $98,750 a year until paid in full. The
Company has disclosed these contingent amounts as a commitment in Note 17.

Centennial Project, Colorado

The Centennial Uranium Project is located in the western part of Weld County in northeastern
Colorado.

In 2006, the Company entered into an option agreement, as amended, to purchase uranium
rights on certain areas of the Centennial Project for consideration of $1,895,000 plus
contingent payments of $3,165,000. Pursuant to the agreement, the contingent payments are
payable upon receipt of regulatory permits and licenses allowing uranium production on the
area of the Centennial Project pertaining to these uranium interests. Further, unless
otherwise agreed, if the Company does not obtain such permits and licenses by September
27, 2019, the uranium rights, at the option of the seller, can be transferred back to the seller.
To date, the Company has neither obtained the required regulatory permits and licenses nor
has the Company been able to renegotiate the option agreement. However, the Company is
attempting to renegotiate the option agreement and the seller has not exercised its option to
have the uranium rights transferred back.
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5.

EXPLORATION AND EVALUATION ASSETS (Continued)

5.2

Centennial Project, Colorado (Continued)
As a result of the uncertainty surrounding this option agreement, which represents 5,760 of
the 6,238 mineral acres at the Centennial Project, significant doubt over the future
recoverability of the carrying value exists. Accordingly, during the year ended December 31,
2019, the Company recognized an impairment charge of $2,422,398 for the Centennial
Project.

5.3

The Company has disclosed the contingent amount of $3,165,000 as a commitment in Note
17.
Kyzyl Ompul Project, Kyrgyz Republic

In October 2019, the Company sold its interest in UrAsia in Kyrgyzstan Limited Liability
Company (“UrAsia”) to Central Asian Uranium Company Limited Liability Company
(“Central”). UrAsia held a 100% interest in the Kyzyl Ompul Project.
In April 2018, as amended, UrAsia entered into an earn-in agreement (the “Earn-in
Agreement”) with Central pursuant to which Central had an option to earn a 100% interest
in the Kyzyl Ompul Project in exchange for $5,850,000 in cash payments and a commitment
to fund $1,500,000 of exploration and development expenditures through December 1, 2020.
During the year ended December 31, 2019, Central made cash payments of $130,000 to the
Company under the Earn-in Agreement.

In May 2019, the Kyrgyz Republic’s parliament voted to ban uranium exploration and mining
in the country. The Kyzyl Ompul Project exploration license was subsequently suspended
due to force majeure circumstances, among other reasons, resulting from the Kyrgyz
Republic government’s actions. The Company determined that these events in the Kyrgyz
Republic cast significant doubt over the future validity of the Company’s exploration license
on the Kyzyl Ompul Project as well as on the future cash flows expected under the Earn-in
Agreement. Accordingly, during the year ended December 31, 2019, the Company recognized
an impairment charge of $4,140,444 for the Kyzyl Ompul Project.
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5.

EXPLORATION AND EVALUATION ASSETS (Continued)

5.3

Kyzyl Ompul Project, Kyrgyz Republic (Continued)
In October 2019, the Company sold its 93.1% interest in UrAsia for cash consideration of
$232,750. In addition, UrAsia granted the Company a 1.862% net smelter return royalty on
any future uranium production from the Kyzyl Ompul Project up to $4,655,000.

Consideration received
Cash *
NSR royalty **
Total

Net assets (liabilities) sold
Cash
Restricted cash
Exploration and evaluation assets ***
Property, plant and equipment
Trade and other payables
Total
Gain on sale of UrAsia

$

192,250
192,250

$

841
17,314
13,091
(338,169)
(306,923)

$

$

$

499,173

* the cash consideration has been grossed up to 100% and adjusted for the cash consideration
of $57,750 not received
** the Company did not assign a value to the 1.862% net smelter return royalty due to the
uncertainty over its realization.
*** As described above, the Company recognized a full impairment charge of the Kyzyl Ompul
Project prior to the sale of UrAsia. Accordingly, the net book value of exploration and
evaluation assets at the time of sale was $Nil.
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6.

LOANS PAYABLE
Year ended December 31,
2020
2019
Balance, beginning of year
Loan proceeds
Interest expense
Foreign exchange loss
Repayments
Balance, end of year

$

$

$
1,741,011
101,382
11,518
(1,752,627)
101,284 $

-

During the year ended December 31, 2020, the Company received short-term loans of
$1,445,089 from arm’s length parties and $195,297 (C$250,000) from a company controlled
by the Corporate Secretary of the Company. All loans bore interest at 12% per annum and
were unsecured. During the year ended December 31, 2020, the Company recorded interest
expense of $100,723 ($3,873 of which pertained to the related party) in relation to these
loans. In December 2020, the Company repaid all principal and interest totaling $1,752,627.

In May 2020, the Company received a loan under the USA Payroll Protection Plan (“PPP”) of
$100,625 that bears interest at 1% per annum and matures May 3, 2022. In accordance with
the terms of the PPP, the Company applied for forgiveness of the principal and interest in
November 2020 and expects the amounts to be forgiven. During the year ended December
31, 2020, the Company recorded interest expense of $659 in relation to this loan.
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7.

DECOMMISSIONING LIABILITIES
Year ended December 31,
2020
2019
Balance, beginning of year
Accretion
Balance, end of year

8.

$
$

251,550
16,257
267,807

$
$

223,442
28,108
251,550

Decommissioning liabilities include the net present value of the estimated cost of reclaiming
exploration ground on the Company’s Centennial, Gas Hills and Ticaboo projects. The
Company has no material restoration, rehabilitation and environmental obligations on its
other uranium projects as environmental disturbance to date has been minimal or
reclamation has been completed.

WARRANT LIABILITIES

Year ended December 31,
2020
2019
Balance, beginning of year
Issuance of warrants - private placements
Unrealized loss (gain) on revaluation
Currency translation effect
Balance, end of year

$
$

265,029
1,390,483
246,595
58,392
1,960,499

$
$

247,654
378,506
(371,983)
10,852
265,029

Warrant liabilities were revalued as at December 31, 2020 and 2019 using the Black-Scholes
option pricing model with the following assumptions: a risk free interest rate of 0.20% (2019
– 1.68%); an expected volatility of 78.3% (2019 – 61.8%); an expected life of 1-2 years (2019
– 1-3 years); a forfeiture rate of zero (2019 – zero); an expected dividend of zero (2019 –
zero); and an exchange rate of $1/C$ 1.2732 (2019 – $1/C$ 1.2988).

Page | 30

AZARGA URANIUM CORP.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2020
(Expressed in U.S. Dollars)

9.

EQUITY

9.1

Authorized share capital

9.2

The Company has authorized the issuance of an unlimited number of common and preferred
shares with no par value. As at December 31, 2020 and 2019, the Company had 231,645,445
and 185,543,926 common shares outstanding, respectively, and no preferred shares were
outstanding.
Issued share capital

During the year ended December 31, 2020, the Company completed the following equity
transactions:
•

In April 2020, the Company closed a non-brokered private placement for gross proceeds
of $1,165,998 (C$1,640,000) through the issuance of 10,933,333 units at a price of C$0.15
per unit. Each unit consisted of one common share and one-half of one share purchase
warrant. Each whole warrant entitles the holder thereof to purchase one common share
at a price of C$0.20 per share until April 17, 2023.

The warrants were valued on a fair value basis at $325,235 using the Black-Scholes option
pricing model with the following assumptions: a risk-free interest rate of 0.36%; an
expected volatility of 72.4%; an expected life of 3 years; a forfeiture rate of zero; an
expected dividend of zero; and an exchange rate of $1/C$ 1.4037.

•

•
•
•

The Company paid cash finder’s fees of $24,380.

In July 2020, the Company issued 1,750,000 common shares to settle $267,845 of
outstanding employee remuneration. As a result, $267,845 was reclassified from
contributed surplus to share capital.

In July 2020, the Company issued 200,000 common shares to settle $25,843 of trade and
other payables.
In December 2020, the Company issued 28,000 common shares on the exercise of
warrants for gross proceeds of $4,397.

In December 2020, the Company issued 200,000 common shares on the exercise of stock
options for gross proceeds of $11,727. On exercise, the Company recorded an allocation
of $34,338 from share option reserve to common shares.
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9.

EQUITY (Continued)

9.2

Issued share capital (Continued)
•

In December 2020, the Company closed a bought deal prospectus offering for gross
proceeds of $4,693,680 (C$6,000,000) through the issuance of 30,000,000 units at a price
of C$0.20 per unit. Each unit consisted of one common share and one-half of one share
purchase warrant. Each whole warrant entitles the holder thereof to purchase one
common share at a price of C$0.28 per share until December 31, 2022.

The warrants were valued on a fair value basis at $1,065,248 using the Black-Scholes
option pricing model with the following assumptions: a risk-free interest rate of 0.20%;
an expected volatility of 78.3%; an expected life of 2 years; a forfeiture rate of zero; an
expected dividend of zero; and an exchange rate of $1/C$ 1.2732.

•

The Company paid cash finder’s fees of $360,396 and other share issue costs of $187,635.

During the year ended December 31, 2020, the Company issued 2,523,754 common
shares to settle $300,008 owing pursuant to the Company’s employee share purchase
plan (“ESPP”) and 466,432 common shares to settle $55,000 owing pursuant to the
Company’s director services agreements (“DSA”).

During the year ended December 31, 2019, the Company completed the following equity
transactions:
•

In March 2019, the Company closed a non-brokered private placement for gross
proceeds of $2,266,169 (C$3,014,391) through the issuance of 13,106,046 units at a
price of C$0.23 per unit. Each unit consisted of one common share and one-half of
one share purchase warrant. Each whole warrant entitles the holder thereof to
purchase one common share at a price of C$0.31 per share until March 20, 2022.

The warrants were valued on a fair value basis at $378,506 using the Black-Scholes
option pricing model with the following assumptions: a risk-free interest rate of
1.61%; an expected volatility of 63.4%; an expected life of 3 years; a forfeiture rate of
zero; an expected dividend of zero; and an exchange rate of $1/C$ 1.3335.

•

The Company paid cash finder’s fees of $5,696 and other share issue costs of $10,857.
In July 2019, the Company issued 900,000 common shares to settle $170,068 of
outstanding employee remuneration. As a result, $170,068 was reclassified from
contributed surplus to share capital.
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9.

EQUITY (Continued)

9.2

Issued share capital (Continued)
•

9.3

During the year ended December 31, 2019, the Company issued 1,380,521 common
shares to settle $231,424 owing pursuant to the Company’s ESPP and 323,553
common shares to settle $55,001 owing pursuant to the Company’s DSA.

Share purchase warrants

The continuity of share purchase warrants for the year ended December 31, 2020 is as
follows:
Expiry date

Exercise
Balance,
price
December 31,
C$
2019

July 27, 2020
December 22, 2020
March 20, 2022
December 31, 2022
April 17, 2023

$
$
$
$
$

0.36
0.35
0.31
0.28
0.20

Weighted average exercise price (C$) $

2,333,968
1,567,500
6,553,022
10,454,490
0.33

Issued
15,000,000
5,466,665
20,466,665

$

0.26

Exercised

$

(28,000)
(28,000)
0.20

Expired
(2,333,968)
(1,567,500)
(3,901,468)

$

As at December 31, 2020, all share purchase warrants were exercisable.

0.36

Balance,
December 31,
2020

$

6,553,022
15,000,000
5,438,665
26,991,687
0.27

The weighted average remaining contractual life is 1.87 years.

The continuity of share purchase warrants for the year ended December 31, 2019 is as
follows:
Expiry date

Exercise
Balance,
price
December 31,
C$
2018

June 19, 2019
September 23, 2019
July 27, 2020
December 22, 2020
March 20, 2022

$
$
$
$
$

0.375
0.35
0.36
0.35
0.31

Weighted average exercise price (C$) $

2,304,184
4,621,665
2,333,968
1,567,500
10,827,317
0.36

Issued

$

6,553,022
6,553,022
0.31

Exercised

$

-

-

Expired
(2,304,184)
(4,621,665)
(6,925,849)

$

0.36

Balance,
December 31,
2019

$

2,333,968
1,567,500
6,553,022
10,454,490
0.33
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9.

EQUITY (Continued)

9.4

Equity settled compensation arrangements
ESPP
In 2015, the Company adopted an ESPP, as amended. The Company is authorized to issue up
to 9,000,000 common shares pursuant to the terms and conditions of the ESPP. Employees,
who elect to participate in the ESPP, can contribute up to 50% of their salary (the “Employee
Contribution”). The Company will then match 66.67% of the Employee’s Contribution (the
“Matching Contribution”). The purchase price of the common shares is calculated based on
the five-day volume weighted average trading price of the common shares on the TSX
immediately preceding the end of each calendar quarter. The Employee Contribution and the
Matching Contribution are expensed in the period in which they are incurred with the
offsetting amount being recorded in contributed surplus until the common shares are issued.
For the year ended December 31, 2020 and 2019, Employee Contributions totaled $187,500
and $149,701, respectively, and Matching Contributions totaled $125,008 and $99,807,
respectively. As at December 31, 2020, a cumulative total of 7,586,444 common shares had
been issued pursuant to the ESPP. Subsequent to December 31, 2020, the Company issued
additional common shares pursuant to the ESPP, see Note 21.
DSA

In 2015, the Company adopted the DSA, as amended. The Company is authorized to issue up
to 3,500,000 common shares pursuant to the terms and conditions of the DSA. Directors who
elect to participate in the DSA contribute 50% of their director fee/salary to the ESPP and the
remaining 50% of their director fee/salary is settled through the issuance of common shares
in accordance with the DSA. The purchase price of the common shares is calculated based on
the five-day volume weighted average trading price of the common shares on the TSX
immediately preceding the end of each calendar quarter. Amounts settled in accordance with
the DSA are expensed in the period in which they are incurred with the offsetting amount
being recorded in contributed surplus until the common shares are issued.

For the year ended December 31, 2020 and 2019, $55,000 and $55,001, respectively, were
expensed under the DSA. As at December 31, 2020, a cumulative total of 2,023,026 common
shares had been issued pursuant to the DSA. Subsequent to December 31, 2020, the Company
issued additional common shares pursuant to the DSA, see Note 21.
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10.

SHARE OPTION RESERVE

10.1

Stock option plan

10.2

The Company has a rolling stock option plan, which permits the Board of Directors of the
Company to grant stock options for up to 10% of the outstanding common shares of the
Company. The exercise price of an option shall not be less than the discounted market price
at the time of granting as prescribed by the policies of the TSX. The maximum term of the
stock options is ten years from the grant date. Vesting terms are at the discretion of the Board
of Directors.
Stock option continuity

The continuity of stock options for the year ended December 31, 2020 is as follows:
Expiry date

Exercise
Balance,
price
December 31,
C$
2019

May 19, 2020
May 19, 2021
May 16, 2022
August 22, 2023
May 23, 2024
May 19, 2025
March 14, 2027

$
$
$
$
$
$
$

0.335
0.36
0.32
0.24
0.23
0.175
0.075

Weighted average exercise price (C$) $

930,000
1,130,000
1,995,000
3,692,500
2,395,000
4,480,000
14,622,500
0.21

Issued

$

2,787,000
2,787,000
0.18

Exercised

$

(200,000)
(200,000)
0.08

Expired/
Forfeited

(930,000)
(20,000)
(20,000)
(30,000)
(1,000,000)

$

0.33

Balance,
December 31,
2020
1,110,000
1,975,000
3,662,500
2,395,000
2,787,000
4,280,000
16,209,500

$

0.20

As at December 31, 2020, 13,553,167 stock options were exercisable. The weighted average
remaining contractual life is 3.68 years.
The continuity of stock options for the year ended December 31, 2019 is as follows:
Expiry date

Exercise
Balance,
price
December 31,
C$
2018

October 27, 2019
May 19, 2020
May 19, 2021
May 16, 2022
August 22, 2023
May 23, 2024
March 14, 2027

$
$
$
$
$
$
$

1.20
0.335
0.36
0.32
0.24
0.23
0.075

Weighted average exercise price (C$) $

393,336
1,015,000
1,165,000
2,040,000
3,692,500
4,480,000
12,785,836
0.24

Issued

$

2,395,000
2,395,000
0.23

Exercised

$

-

-

Expired/
Forfeited

$

(393,336)
(85,000)
(35,000)
(45,000)
(558,336)
0.94

Balance,
December 31,
2019

$

930,000
1,130,000
1,995,000
3,692,500
2,395,000
4,480,000
14,622,500
0.21
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10.

SHARE OPTION RESERVE

10.3

Share-based compensation
During the year ended December 31, 2020 and 2019, the Company recognized share-based
compensation expense of $233,386 and $309,351, respectively, of which $233,386 and
$252,790, respectively was allocated to administrative expenses and $Nil and $56,561,
respectively was allocated to exploration and evaluation assets.

In May 2020, the Company granted 2,787,000 stock options to officers, directors, employees
and consultants at an exercise price of C$0.175 with an expiry date of May 19, 2025. The
weighted average fair value of the stock options granted was estimated at C$0.10 per stock
option at the grant date using the Black-Scholes option pricing model with the following
assumptions: a risk-free interest rate of 0.37%; an expected volatility of 67.3%; an expected
life of 5 years; a forfeiture rate of zero; an expected dividend of zero; and an exchange rate of
$1/C$ 1.389.

11.

In May 2019, the Company granted 2,395,000 stock options to officers, employees, directors
and other eligible persons at an exercise price of C$0.23 with an expiry date of May 23, 2024.
The weighted average fair value of the options granted was estimated at C$0.12 per option at
the grant date using the Black-Scholes option pricing model with the following assumptions:
a risk-free interest rate of 1.57%; an expected volatility of 62.6%; an expected life of 5 years;
a forfeiture rate of zero; an expected dividend of zero; and an exchange rate of $1/C$ 1.348.

ADMINISTRATIVE EXPENSES

Year ended December 31,
2020
2019
Salaries and benefits
$
Consulting and professional fees
Corporate administration
Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Share-based compensation
$

893,930
179,249
237,800
2,316
37,212
233,386
1,583,893

$

$

932,070
394,747
319,118
3,703
40,857
252,790
1,943,285
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12.

FINANCE COSTS
Year ended December 31,
2020
2019

Note
Interest expense on operating lease
obligations
Interest expense on loans payable

13.

6

$

$

7,625
101,382
109,007

$

$

9,734
9,734

DISCONTINUED OPERATIONS
In October 2019, the Company sold its Kyzyl Ompul project located in Kyrgyzstan, see Note
5. The Company’s operations in Kyrgyzstan represented a separate geographical segment
and accordingly the Company has presented these operations as discontinued operations for
year ended December 31, 2019.
Year ended
December 31,
2019

Administrative expenses
Foreign exchange loss
Reversal of deferred income tax liabilities on
impairment of exploration and evaluation assets
Impairment of exploration and evaluation assets
Gain on sale of UrAsia
Net loss from discontinued operations

$

$

41,176
1,080,330

(999,597)
4,140,444
(499,173)
3,763,180
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14.

RELATED PARTY TRANSACTIONS AND BALANCES

14.1

Related party transactions
During the year ended December 31, 2020, the Company recorded related party transactions
with management including:

•

•

The issuance of 1,525,000 common shares to executive management of the Company to
settle employee remuneration.

The receipt of $195,297 from a company controlled by the Corporate Secretary of the
Company, see Note 6. During the year ended December 31, 2020, the Company recorded
interest expense of $3,873 in relation to this loan. In December 2020, the Company
repaid all principal and interest totaling $199,170.

During the year ended December 31, 2019, the Company recorded related party transactions
with management including:
•

14.2

The issuance of 800,000 common shares to executive management of the Company to
settle employee remuneration.

Key management personnel compensation

The remuneration of the Company’s directors and other key management personnel, who
have the authority and responsibility for planning, directing and controlling the activities of
the Company, consisted of the following:

Year ended December 31,
2020
2019

Salaries and benefits *
Consulting and professional fees
Share-based compensation

$
$

878,364
162,620
172,724
1,213,708

$
$

837,365
161,881
207,595
1,206,841

* Salaries and benefits are included in administrative expenses (Note 11) and exploration and
evaluation assets (Note 5).
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14.

RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

14.3

Related party liabilities
As at December 31,
2020
2019
Chief Executive Officer
Chief Operating Officer
Chief Financial Officer
Director
Former Chief Executive Officer

Salary and expense
reimbursement
$
Expense reimbursement
Expense reimbursement
Director fees
Severance pay
$

12,952
1,647
115,000
129,599

$

$

156,148
1,673
721
8,750
170,000
337,292

The Company has entered into a severance agreement, as amended, with the former Chief
Executive Officer of the Company. During the year ended December 31, 2020 and 2019, the
Company paid the former Chief Executive Officer $55,000 and $60,000, respectively, towards
the outstanding balance. Of the $115,000 severance payment remaining, the Company has
classified $60,000 as current and $55,000 as non-current as at December 31, 2020. As at
December 31, 2019, $100,000 was classified as current and $70,000 as non-current.
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15.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

15.1

Categories of financial instruments
Financial instruments are classified into one of the following categories: FVTPL; FVTOCI; or,
at amortized cost. The carrying values of the Company’s financial instruments are classified
into the following categories:

As at December 31,
2020
2019

Financial assets
Amortized cost
Cash
Restricted cash

$

$

Financial liabilities
Amortized cost
Trade and other payables
Loans payable
Decommissioning liabilities
Lease obligations

Fair value through profit or loss
Warrant liabilities

$

$

2,400,060
952,472
3,352,532

$

580,904
101,284
267,807
79,209

$

$

184,447
22,716
207,163

As at December 31,
2020
2019

1,960,499
2,989,703

$

863,864
251,550
115,459
265,029
1,495,902
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15.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Continued)

15.2

Fair value
The fair value of financial assets and financial liabilities measured at amortized cost is
determined in accordance with generally accepted pricing models based on discounted cash
flow analysis or using prices from observable current market transactions. The Company
considers that the carrying amount of all its financial assets and financial liabilities measured
at amortized cost approximates their fair value.
The Company’s financial instruments recorded at fair value require disclosure about how the
fair value was determined based on significant levels of inputs described in the following
hierarchy:
•

•
•

Level 1 fair value measurements are those derived from quoted prices in active
markets for identical assets or liabilities.
Level 2 fair value measurements are those derived from inputs other than quoted
prices included within Level 1, that are observable either directly or indirectly.
Level 3 fair value measurements are those derived from valuation techniques that
include inputs that are not based on observable market data.

The fair value of the Company’s warrant liabilities is recorded at fair value using Level 3 of
the fair value hierarchy. The carrying value of the warrant liabilities is determined using the
Black-Scholes option pricing model.

The carrying values of cash, trade and other payables and loans payable approximate their
fair values because of the short-term nature of these financial instruments and are classified
as financial assets and liabilities at amortized cost and are reported at amortized cost.
The carrying values of restricted cash, decommissioning liabilities, and lease obligations
approximate their fair values as they are measured at amortized cost and discounted using
appropriate rates.
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15.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Continued)

15.3

Financial risk management objectives and policies
The financial risk arising from the Company’s operations are market risk, credit risk, and
liquidity risk. These risks arise from the normal course of operations and all transactions
undertaken are to support the Company’s ability to continue as a going concern. The risks
associated with these financial instruments and the policies on how to mitigate these risks
are set out below. Management of the Company manages and monitors these exposures to
ensure appropriate measures are implemented in a timely and effective manner. During the
year ended December 31, 2020, there were no significant changes in the Company’s financial
risk management objectives and policies. The Company’s risk exposure and the impact on the
Company’s financial instruments are summarized below:
Market risk

Market risk is the risk that the fair value of the future cash flows of a financial instrument will
fluctuate due to changes in market factors. Market risk comprises three types of risks:
currency risk, price risk and interest rate risk:
Currency risk

Currency risk is the risk that the fair values or future cash flows of the Company’s
financial instruments will fluctuate because of changes in foreign currency exchange
rates. The Company is exposed to currency risk through financial assets and liabilities
denominated in currencies other than the United States Dollar. Management believes
the currency risk related to currency conversions is minimal and therefore, does not
hedge its currency risk.

Price risk

Price risk is the risk that the fair value of future cash flows of the Company’s financial
instruments will fluctuate because of changes in market prices. The Company is
exposed to the risk of fluctuations in prevailing market prices for its uranium
products. However, as the Company is currently an exploration and development
stage company, the risk is insignificant.

Interest rate risk

Interest rate risk is the risk that the fair values and future cash flows of the Company
will fluctuate because of changes in market interest rates. 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 cash is not significant.
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15.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Continued)

15.3

Financial risk management objectives and policies (Continued)
Credit risk

Credit risk is the risk of potential loss to the Company if the counterparty to a financial
instrument fails to meet its contractual obligations.

The Company is exposed to credit risk associated with its cash and restricted cash. The
Company’s maximum exposure to credit risk is equal to the carrying amount of its cash and
restricted cash.

The Company’s credit risk on cash arises from default of the counterparty. The Company
limits its exposure to counterparty credit risk on cash by only dealing with financial
institutions with high credit ratings.
Liquidity risk

Liquidity risk is the risk that the Company will not be able to settle or manage its obligations
associated with financial liabilities. The Company’s approach to managing liquidity is to
evaluate current and expected liquidity requirements under both normal and stressed
conditions to ensure that it maintains sufficient reserves of cash, access to financing facilities
or access to cash generating opportunities, such as the liquidation of non-core and redundant
assets to meet expected expenditures. The Company prepares annual expenditure budgets
that are updated as necessary depending on various factors, including capital deployment,
progress on permitting, results from the exploration and development of its properties and
general industry conditions. The annual and updated budgets are approved by the Board of
Directors.

The Company’s current and expected remaining contractual maturities for its financial
liabilities with agreed repayment periods are presented below. The table includes the
undiscounted cash flows of financial liabilities based on the earliest date on which the
Company can be required to satisfy the liabilities.

As at December 31, 2020

1-3 months

3 months 1 year

Trade and other payables
Loans payable
Lease obligations

$

$

$

480,904
11,526
492,430

45,000
100,625
35,708
$ 181,333

1-5 years
$

55,000
77,292
$ 132,292

Total
$
$

580,904
100,625
124,526
806,055
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16.

CAPITAL RISK MANAGEMENT
The Company’s capital risk management objectives are established to safeguard the
Company’s ability to continue as a going concern to support the Company’s exploration and
development of its mineral properties and to maintain a flexible capital structure which
optimizes the costs of capital at an acceptable risk.

The Company depends on external financing to fund its activities and there can be no
guarantee that external financing will be available at terms acceptable to the Company. The
Company manages its capital structure and adjusts it in light of changes in economic
conditions and the risk characteristics of the underlying assets. To maintain or adjust the
capital structure, the Company may issue new shares, issue new debt or acquire or dispose
of assets. To facilitate management of its capital requirements, the Company prepares annual
expenditure budgets that are updated as necessary depending on various factors, including
capital deployment, progress on permitting, results from the exploration and development of
its properties and general industry conditions. The annual and updated budgets are
approved by the Board of Directors. During the year ended December 31, 2020, there were
no significant changes in the processes used by the Company or in the Company’s objectives
and policies for managing its capital. The Company is not subject to any externally imposed
capital requirements.
As at December 31, 2020, the Company’s capital structure consists of its equity, see Note 9,
and loans payable, see Note 6.
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17.

COMMITMENTS
2-4 years

Within 1 year
Annual license payments *
Centennial option
agreement **
Dewey Burdock option
agreements

Over 4 years

$

433,067

$

460,418

$

$

62,500
495,567

$

390,000
850,418

$

-

-

Total

1,630,706

$

1,441,250
6,236,956

$

3,165,000

2,524,191

3,165,000

1,893,750
7,582,941

* annual license payments include lease and mineral claim payments.
** the contingent payments are payable upon receipt of regulatory permits and licenses
allowing uranium production on the area of the Centennial Project pertaining to these
uranium interests. Further, since the required licenses and permits were not received by
September 27, 2019, the uranium rights, at the option of the seller, can be transferred back
to the seller. The Company is attempting to renegotiate the Centennial Project option
agreement.
Certain of the Company’s commitments may provide the Company with the ability to avoid
funding those commitments; however, the Company discloses the contractual maturities of
the Company's commitments based on management's intent.
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18.

SUPPLEMENTAL CASH FLOW INFORMATION
During the year ended December 31, 2020, the Company completed the following non-cash
investing and financing activities:
•

•
•
•
•
•
•

Issued 2,523,754 common shares to settle $300,008 owing pursuant to the
Company’s ESPP;
Issued 466,432 common shares to settle $55,000 owing pursuant to the Company’s
DSA;
Issued 1,750,000 common shares to settle $267,845 of outstanding employee
remuneration;
Issued 200,000 common shares to settle $25,843 of trade and other payables;
Issued 5,466,665 share purchase warrants valued at $325,235 as part of the April
2020 financing;
Issued 15,000,000 share purchase warrants valued at $1,065,248 as part of the
December 2020 financing; and
No cash interest or income taxes were paid.

During the year ended December 31, 2019, the Company completed the following non-cash
investing and financing activities:
•

•
•
•
•

Issued 1,380,521 common shares to settle $231,424 owing pursuant to the
Company’s ESPP;
Issued 323,553 common shares to settle $55,001 owing pursuant to the Company’s
DSA;
Issued 900,000 common shares to settle $170,068 of outstanding employee
remuneration;
Issued 6,553,022 share purchase warrants valued at $378,506 as part of the March
2019 financing; and
No cash interest or income taxes were paid.
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19.

NON-CONTROLLING INTEREST
As at January 1, 2019, the Company held a 70.0% interest in UrAsia. On May 23, 2019, the
Company acquired an additional 23.1% interest from two minority shareholders for a
nominal cost giving the Company a 93.1% interest in UrAsia. In October 2019, the Company
sold its 93.1% interest in UrAsia, see Note 5.
Changes in the Company’s non-controlling interest for the year ended December 31, 2019
were as follows:

Year ended
December 31,
2019

Balance, beginning of year
Non-controlling interest adjustment on
acquisition of 23.1% of UrAsia
Non-controlling interest share of net loss
Non-controlling interest from other
comprehensive income
Balance, end of year

$

(494,477)

$

14,989
-

753,411
(273,923)

Set out below is the summarized financial information for 100% of UrAsia’s net assets
(liabilities), total comprehensive income (loss) and cash flows. The information is presented
before considering inter-company consolidation and elimination adjustments.

As at
September 30,
2019

Current
Assets
Liabilities
Total current net liabilities

Non-current
Assets
Liabilities
Total non-current net assets
Net assets (liabilities)

$

$

841
(338,169)
(337,328)
30,405
30,405

(306,923)

* September 30, 2019 financial information is presented above, being the assets and liabilities
sold.
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19.

NON-CONTROLLING INTEREST (Continued)

Period ended
September 30,
2019
Net loss before tax
Deferred income tax expense
Net loss
Other comprehensive income
Total other comprehensive loss

$
$

(3,763,180)
(16,238)
(3,779,418)
863,092
(2,916,326)

* Nine months ended September 30, 2019 financial information is presented above, being the
loss for the period prior to the sale of UrAsia.

Period ended
September 30,
2019

Net cash used in operating activities
Net cash generated from investing activities
Net cash generated from financing activities
Decrease in cash
Cash, beginning of period
Effect of foreign exchange rate changes on cash
Cash, end of period

$

$

(228,218)
99,700
(128,518)
129,395
(36)
841

* Nine months ended September 30, 2019 financial information is presented above, being the
cash flows for the period prior to the sale of UrAsia.
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20.

DEFERRED INCOME TAX

20.1

Deferred income tax

20.2

Taxation on profits or losses has been calculated on the estimated assessable profits or losses
for the year at the rates of taxation prevailing in the jurisdictions in which the Company
operates.

Deferred income tax expenses

Year ended December 31,
2020
2019

20.3

Net loss before income tax
Statutory tax rate
Deferred income tax recovery based on
statutory rate
Effect of different tax rates applicable in
foreign jurisdictions
Effect of disposition of subsidiary
Unrecognized deferred tax assets
Effect of non-deductible expenses and nontaxable revenue and other
Deferred income tax (expense) recovery

Deferred tax balances

$
$

$

1,976,077 $
27%
534,000

(9,000)
(617,000)

$

(73,000)
(165,000) $

4,096,816
27%
1,106,000

(163,000)
(346,000)
(270,000)

(205,000)
122,000

The Company’s deferred tax liabilities consist of the following amounts:

Exploration and evaluation assets
Deferred tax liabilities

$
$

As at December 31,
2020
2019
3,277,193 $
3,112,193
3,277,193 $
3,112,193

As at December 31, 2020 and 2019, the Company has not recognized any deferred tax assets.
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20.

DEFERRED INCOME TAX (Continued)

20.3

Deferred tax balances (Continued)
Changes in the Company’s deferred tax liabilities for the years ended December 31, 2020 and
2019 were as follows:

20.4

Opening balance
Reversal of deferred income tax on intercompany loans
Deferred income tax expense (recovery)
Deferred tax liabilities

$
$

Year ended December 31,
2020
2019
3,112,193 $
4,233,790
165,000
3,277,193

$

Unrecognized deductible temporary differences and unused tax losses

(999,597)
(122,000)
3,112,193

The Company’s deductible temporary differences and unused tax losses for which no
deferred tax asset is recognized consist of the following tax affected amounts:

Non-capital losses
Deductible temporary differences
Total unrecognized amounts

$
$

As at December 31,
2020
2019
4,386,000 $
3,812,000
118,000
44,000
4,504,000 $
3,856,000

As at December 31, 2020 and 2019, the Company had unrecognized deferred tax assets
attributable to deductible temporary differences of $117,000 and $44,000, respectively,
which are primarily related to value added tax receivables and certain deferred payments not
being recognized.
The deferred tax assets related to the temporary differences and non-capital losses were not
recognized as their recoverability was not considered to be probable.

Corporate taxpayers in the USA that generate a loss in a taxable year beginning after
December 31, 2017, will be able to carry forward the non-operating losses indefinitely but
utilization will be subject to an annual deduction limitation of 80 percent of taxable income.
The losses will not be allowed to be carried back.
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20.

DEFERRED INCOME TAX (Continued)

20.5

Expiry dates
The expiry dates of the Company’s unused tax losses are as follows:

Non-capital losses
United States
Canada
Hong Kong

21.

As at December 31, 2020

$
$

8,509,000
9,567,000
641,000
18,717,000

2027 to indefinite
2027 to 2040
Indefinite

SUBSEQUENT EVENT
In January 2021, the Company issued 440,283 common shares to settle $84,377 owing
pursuant to the Company’s ESPP and 71,747 common shares to settle $13,750 owing
pursuant to the Company’s DSA.
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