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(An exploration stage company)

CONSOLIDATED FINANCIAL STATEMENTS

Years ended December 31, 2018 and 2017

(Expressed in Canadian dollars unless otherwise stated)




TORQ RESOURCES INC.

Consolidated Statements of Financial Position

(Expressed in Canadian dollars)

As at December 31, As at December 31, As at January 1,
2018 2017 2017
(Restated - note 4) (Restated - note 4)
Assets
Current assets:

Cash and cash equivalents $ 12,437975 $ 15,444,707 $ 5,864,033

Amounts receivable 18,125 328,723 31,938

Prepaid expenses and deposits 213,776 82,737 291,365

12,669,876 15,856,167 6,187,336
Non-current assets:

Mineral property interests (note 5(c)) - 534,344 216,180
Total assets $ 12,669,876 $ 16,390,511 $ 6,403,516
Liabilities and Equity
Liabilities
Current liabilities:

Accounts payable and accrued liabilities $ 229335 $ 201,719 § 633,673
Non-current liability:

Gecon financial liability (6) 68,210 151,049 218,472
Total liabilities 297,545 352,768 852,145
Equity

Share capital 48,977,100 48,977,100 36,103,136

Share option and warrant reserve 8,302,518 7,094,897 5,039,680

Accumulated other comprehensive loss (3,789) (4,313) (1,024)

Deficit (44,903,498) (40,029,941) (35,590,421)
Total equity 12,372,331 16,037,743 5,551,371
Total liabilities and equity $ 12,669,876 $ 16,390,511 $ 6,403,516

Subsequent events (notes 5(b) and 6)

Approved on behalf of the Board of Directors:

"Michael Kosowan"
Director

"

Jeffrey Mason"
Director

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



TORQ RESOURCES INC.

Consolidated Statements of Loss and Comprehensive Loss

(Expressed in Canadian dollars, except share amounts)

Year ended December 31,
2018 2017
(Restated - note 4)

Operating expenses

Exploration and evaluation (note 7) $ 1,303,316 § 1,242,710
Fees, salaries and other employee benefits 1,433,218 1,698,285
Investor relations and marketing 376,545 68,535
Legal and professional fees 99,759 93,746
Office and administration 224,148 181,588
Regulatory, transfer agent and shareholder information 86,819 64,703

3,523,805 3,349,567

Other expenses (income)

Project investigation costs (note 8) 702,241 1,248,276

Interest income (280,861) (146,577)

Change in fair value of Gecon financial liability (note 6) (82,839) (67,423)
Impairment of mineral property interests (note 5(c)) 1,159,083 -

Foreign exchange (gain) loss (147,872) 55,677

1,349,752 1,089,953

Loss for the year 4,873,557 4,439,520

Other comprehensive loss, net of tax
ltems that may be reclassified subsequently to profit or loss:

Unrealized currency (gain) loss on translation of foreign operations (524) 3,289
Other comprehensive loss for the year (524) 3,289
Total comprehensive loss for the year $ 4,873,033 $ 4,442,809
Basic and diluted loss per share (note 16) $ 0.06 $ 0.06
Weighted average number of common shares outstanding

(basic and diluted) (note 16) 77,324,164 73,943,342

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



TORQ RESOURCES INC.

Consolidated Statements of Changes in Equity

(Expressed in Canadian dollars, except share amounts)

. Share option and | Accumulated other Deficit
Number of shares Share capital . Total
warrant reserve | comprehensive loss | (Restated - note 4)

Balance at December 31, 2016 56,824,164 | $ 36,103,136 | $ 5,039,680 | § (1,024)| $ (35,590,421) 5,551,371
Net loss and comprehensive loss for the year - - - (3,289) (4,439,520) (4,442,809)
Proceeds from private placement, net of

share issue costs (note 9 (b)) 20,300,000 12,747,964 - - - 12,747,964
Share-based compensation (note 10) - - 2,055,217 - - 2,085,217
Shares issued for acquisition of mineral property -

Newfoundland (note 9 (b)) 200,000 126,000 - - - 126,000

Balance at December 31, 2017 77,324,164 | § 48,977,100 | $ 7,094,897 | § (4,313) § (40,029,941) 16,037,743
Net loss and comprehensive loss for the year - - - 524 (4,873,557) (4,873,033)
Share-based compensation (note 10) - - 1,207,621 - - 1,207,621

Balance at December 31, 2018 77,324,164 | § 48,977,100 | $ 8,302,518 | § (3,789) $ (44,903,498) 12,372,331

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



TORQ RESOURCES INC.

Consolidated Statements of Cash Flows

(Expressed in Canadian dollars)

Year ended December 31,

2018 2017
(Restated - note 4)
Cash (used in) provided by:
Operating activities:
Loss for the year $ (4,873,557)  § (4,439,520)
Items not involving cash:
Share-based compensation (note 10) 1,207,621 2,055,217
Change in fair value of Gecon financial liability (note 6) (82,839) (67,423)
Unrealized foreign exchange gain (141,999) (444)
Interest income (280,861) (146,577)
Impairment of mineral property interests (note 5¢) 1,159,083 -

Changes in non-cash working capital:

Amounts receivable 310,598 (57,185)

Prepaid expenses and deposits (131,012) (30,593)

Accounts payable and accrued liabilities (322,393) (432,522)
Cash used in operating activities (3,155,359) (3,119,047)
Investing activities:

Mineral property acquisition costs (134,164) (192,164)

Acquisition of Rush Valley Exploration Inc. (note 5(b)) (138,845) -

Interest received 280,861 146,577
Cash provided by (used in) investing activities 7,852 (45,587)
Financing activities:

Shares issued for cash, net of issuance costs (note 9 (b)) - 12,747,964
Cash provided by financing activities - 12,747,964
Effect of foreign exchange rate changes on cash 140,775 (2,656)
(Decrease) increase in cash (3,006,732) 9,580,674
Cash and cash equivalents, beginning of the year 15,444,707 5,864,033
Cash and cash equivalents, end of the year $ 12,437,975 § 15,444,707

Supplemental cash flow information (note 13)

The accompanying notes form an integral part of these consolidated financial statements.
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1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV
$XGLWHG ([SUHVVHG LQ &DQDGLDQ 'ROODUV XQOHVV RWKHUZLVH VWDWHG

<HDU HQGHG 'HFHPEHU DQG

11. Rel ated party transactions

$00 WUDQVDFWLRQV ZLWK UHODWHG SDUWLHV KDYH RFFXUUHG LQ WKH QRUF
UHFHLYDEOH DUH XQVHFXUHG QRQ LQWHUHVW EHDULQJ DQG KDYH QR VSHFLILF

Year ended December
2018 2017

8QLYHUVDO OLQHUDO 6HUYLFHV /WG
,QFOXGHG LQ WKH VWDWHPHQW RI ORVV DQG FRPSUHKHQVLYH ORVYV
%DQN FKDUJHYV
JHHVY VDODULHY DQG RWKHU HPSOR\HH EHQHILWYV
21ILFH UHQW DQG DGPLQLVWUDWLRQ
3URMHFW LQYHVWLJDWLRQ FRVWYV
5HIXODWRU\ WUDQVIHU DJHQW DQG VKDUHKROGHU LQIRUPDWLRQ
,OYHVWRU UHODWLRQVY DQG PDUNHWLQJ
([SORUDWLRQ DQG HYDOXDWLRQ FRVWV
1HZIRXQGODQG
8WDK
Total transactions for the years $ 612, $77

8QLYHUVDO OLQHUDO 6HUYLFHV /WG 3806° LV D SULYDWH FRPSDQ\ ZLWK FHL
WR DQ DJUHHPHQW GDWHG 'HFHPEHU 806 SURYLGHYV JHRORJLFDO ILQD
Dv ZHOO DV DGPLQLVWUDWLYH VHUYLFHV WR WKH &RPSDQ\ RQ DQ RQJRLQJ
DYDLODEOH WKURXJK 806 DOORzZV WKH &RPSDQ\ WR PDLQWDLQ D PRUH HIIL
VWUXFWXUH E\ KLULQJ IHZHU IXOO WLPH HPSOR\HHVY DQG HQJDJLQJ RXWVLGH !

7TKH RXWVWDQGLQJ EDODQFH RZLQJ DW 'HFHPEHU ZDV 'HFHPEHU
&RPSDQ\ KDG RQ GHSRVLW ZLWK 806 DV DW '"HFHPEHU 'HFHPEHU

.H\ PDQDJHPHOW FRPSHQVDWLRQ

,Q DGGLWLRQ WR WKH WUDQVDFWLRQV GLVFORVHG DERYH WKH &RPSDQ\ SURYL
PHPEHUV EHLQJ LWV WKUHH H[HFXWLYHY DQG WKUHH GLUHFWRUV

Year ended December
2018 2017

6KRUW WHUP EHQHILWY SURYLGHG WR H[HFXWLYHV
'LUHFWRUV IHHV SDLG WR QRQ H[HFXWLYH GLUHFWRUV
6KDUH EDVHG FRPSHQVDWLRQ

$ 897,469 $ 1

12. Financi al instruments

JLQDQFLDO LQVWUXPHQWY DUH HYDOXDWHG XQGHU D IDLU YDOXH KLHUDUFK\ WK
YDOXH PHDVXUHPHQWY DV IROORZV

/IHYHO * 4XRWHG SULFHV LQ DFWLYH PDUNHWYV IRU LGHQWLFDO DVVHWYV RU

/IHYHO + ,QSXWV RWKHU WKDQ TXRWHG SULFHV LQFOXGHG LQ /HYHO WKD
GLUHFWO\ PDUNHW SULFHV RU LQGLUHFWO\ GHULYHG IURP PDUNHW ¢

/I[HYHO * ,QSXWV IRU WKH DVVHW RU OLDELOLW\ WKDW DUH QRW EDVHG XSR

$V DW 'HFHPEHU WKH &RPSDQ\TV ILQDQFLDO LQVWUXPHQWY FRQVLVW RI
DFFRXQWY SD\DEOH DQG DFFUXHG OLDELOLWLHY DQG WKH *HFRQ ILQDQFLDO O
OLDELOLWLHV ZLWK WKH H[FHSWLRQ RI WKH 59; ORDQ DQG WKH *HFRQ OLDELOL
FDUU\LQJ YDOXHVY GXH WR WKHLU VKRUW WHUP PDWXULW\

R



TORQ RESOURCES INC.

Notes to Consolidated Financial Statements
Audited - (Expressed in Canadian Dollars, unless otherwise stated)

Year ended December 31, 2018 and 2017

12. Financial instruments (continued)

As at December 31, 2018, the financial instruments measured at fair value included the RVX loan and the Gecon
financial liability which are classified under level 3 of the fair value hierarchy. The RVX loan was measured at its fair
value of $nil on initial recognition at November 30, 2018 and at December 31, 2018. The Gecon financial liability was
remeasured at December 31, 2018 with the change in fair value for the year recognized in the statement of loss and
comprehensive loss (note 6).

The Company’s financial instruments are exposed to credit risk, liquidity risk and market risks, which include foreign
currency risk and interest rate risk. As at December 31, 2018 the primary risks were as follows:

(@) Market risk

This is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in
market prices. The significant market risk to which the Company is exposed is:

Foreign currency risk

The Company is exposed to currency risk by having balances and transactions in currencies that are different from
its functional currency. As at December 31, 2018 and December 31, 2017, the Company’s foreign currency
exposure related to its financial assets and liabilities held in foreign currencies is as follows:

December 31, 2018 December 31, 2017

us$ EUR USs$ EUR

Cash 2,162,215 - 990,303 -
Accounts payable and accrued liabilities (330) - (21,538) (2,104)
Gecon financial liability (68,210) - (151,049) -
2,093,675 - 817,715 (2,104)

A 10% increase or decrease in the US dollar and Euro exchange rates would result in an increase/decrease of
approximately $209,368 in the Company’s net loss for the year ended December 31, 2018.

13. Supplemental cash flow information

For the year ended December 31, 2017 mineral property acquisition costs included non-cash costs of $126,000 related
to the issuance of 200,000 common shares issued in connection with the Newfoundland option agreement (note 5(a)).

Cash and cash equivalents at December 31, 2018 included $28,750 (December 31, 2017 - $28,750) held in a
guaranteed investment certificate as security against corporate credit cards.

14. Segmented information

The Company operates as one operating segment, being the acquisition, exploration and development of mineral
resource properties. The breakdown of the Company’s non-current assets, being its mineral property interests, by
geographic location can be found in its mineral property interests note 5(c). As at December 31, 2018 the Company’s
non-current assets are nil.
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TORQ RESOURCES INC.

Notes to Consolidated Financial Statements
Audited - (Expressed in Canadian Dollars, unless otherwise stated)

Year ended December 31, 2018 and 2017

15. Income taxes
(@) Income tax recovery provision

The reconciliation of the income tax provision computed at statutory rates to the reported income tax provision is:

December 31, 2018 December 31, 2017

Net loss for the year before income taxes $ (4,873,557) $ (4,439,520)
Canadian federal and provincial income tax rates 27% 26%
Expected income tax recovery (1,315,860) (1,154,275)
Increase (decrease) in income tax recovery resulting from:

Share-based compensation 326,058 461,021

Share issuance costs - (120,700)

Differences in future and foreign jurisdiction tax rates 16,057 (101,342)

Non-deductible expenses and other 171,339 70,407
Increase (decrease) in unrecognized tax assets 802,406 844,889
Income tax recovery provision $ - $ -

(b) Deductible temporary differences, unused tax losses and unused tax credits for which no deferred tax assets have
been recognized are attributable to the following:

December 31, 2018 December 31, 2017

Exploration and evaluation assets $ 10,079,065 $ 9,235,886
Non-capital losses carried forward 10,979,862 9,401,711
Capital losses carried forward 1,515,790 -
Share issuance costs and other 438,107 619,076

$ 23,012,824 $ 19,256,672

(c) Taxlosses

The Company has accumulated non-capital losses of $10,301,936 in Canada as at December 31, 2018 (December 31,
2017 - $8,885,520) for income tax purposes, which may be carried forward to reduce taxable income of future years. The
Canadian non-capital losses will, if unused, expire in:

Year of expiry Amount
2026 $ 627,760
2027 1,036,992
2028 682,444
2029 652,086
2030 981,145
2031 1,465,623
2032 869,967
2033 890,382
2034 154,636
2035 152,042
2036 195,067
2037 1,177,376
2038 1,416,416

$ 10,301,936

As at December 31, 2018, the Company has accumulated non-capital losses of $677,926 (December 31, 2017 -
$583,477) in Bulgaria which expire in 2023.

The Company has accumulated capital losses $1,515,790 (December 31, 2017 — $nil) in Canada which may be carried
forward indefinitely and used to reduce capital gains in future years.
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TORQ RESOURCES INC.

Notes to Consolidated Financial Statements
Audited - (Expressed in Canadian Dollars, unless otherwise stated)

Year ended December 31, 2018 and 2017

17.

16. Loss per share

Basic loss per share amounts are calculated by dividing the net loss for the period by the weighted average number of
ordinary shares outstanding during the period.

Year ended December 31,

2018 2017

(Restated — note 4)

Loss attributable to ordinary shareholders $ 4,873,557 $ 4,439,520
Weighted average number of common shares 77,324,164 73,943,342
Basic and diluted loss per share $0.06 $0.06

All of the outstanding share-purchase options at December 31, 2018 and 2017 were antidilutive for the years then ended
as the Company was in a loss position.

Management of capital

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going
concern in order to pursue acquisition, exploration and development of resource properties, and to maintain a flexible
capital structure which optimizes the costs of capital at an acceptable risk. The capital of the Company is determined

as follows:
December 31, December 31,
2018 2017
Restated (note 4)
Equity $ 12,372,331 $ 16,037,743
Less cash and cash equivalents 12,437,975 15,444,707
$ (65,644) $ 593,036

The Company manages the capital structure and makes adjustments to 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 or debt, acquire or dispose of assets or adjust the amount of cash and investments.

In order to maximize ongoing development efforts, the Company does not pay out dividends, does not have any long-
term debt and is not subject to any externally imposed capital requirements.

The Company currently has sufficient working capital and is able to meet its ongoing current obligations as they become
due. However, the Company will likely require additional capital in the future to meet its company objectives, being the
acquisition and exploration of mineral properties. Future liquidity will depend upon the Company’s ability to arrange
additional debt or equity financing, as the Company relies on equity financings to fund its exploration and corporate
activities.
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