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Independent Auditor’s Report
To the Shareholders of FPX Nickel Corp.
Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of FPX Nickel Corp. (the “Company”), which comprise the
consolidated statements of financial position as at December 31, 2023 and 2022, and the consolidated statements of loss and
comprehensive loss, changes in equity and cash flows for the years then ended, and notes to the consolidated financial
statements, including a summary of material accounting policy information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects the financial
position of the Company as at December 31, 2023 and 2022, and its financial performance and its cash flows for the years
then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audits 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 audits of the consolidated financial statements in Canada, and we have fulfilled our ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

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, and we do not provide a separate opinion
on these matters.

We have determined that there is the following key audit matter to communicate in our auditor’s report:

Key audit matter: How our audit addressed the key audit matter:

Assessment of impairment indicators of Exploration and
evaluation assets.

Our approach to addressing the matter included the following
procedures, among others:

Refer to note 3(c) — Accounting policy Exploration and Evaluated the reasonableness of management’s assessment of

evaluation assets, note 4 — Significant accounting impairment indicators, which included the following:
Jjudgments and estimates and note 8 — Exploration and
evaluation assets e Assessed the Company’s market capitalization in

Management assesses at each reporting period whether
there is an indication that the carrying value of exploration
and evaluation assets may not be recoverable. Management
applies significant judgment in assessing whether
indicators of impairment exist that necessitate impairment
testing. Internal and external factors, such as (i) a
significant decline in the market value of the Company’s
share price; (ii) changes in the Company’s assessment of
whether commercially viable quantities of mineral
resources exist within the properties; and (iii) changes in
metal prices, capital and operating costs, are evaluated by
management in determining whether there are any
indicators of impairment.

comparison to the Company’s net assets, which may be
an indication of impairment.

e Assessed the completeness of the factors that could be
considered indicators of impairment, including
consideration of evidence obtained in other areas of the
audit.

e Confirmed that the Company’s right to explore the
properties had not expired.




We considered this a key audit matter due to (i) the e Obtained management’s written representations

significance of the exploration and evaluation asset balance regarding the Company’s future plans for the
and (ii) the significant audit effort and subjectivity in exploration and evaluation assets.

applying audit procedures to assess the factors evaluated by

management in its assessment of impairment indicators, e  Assessed the reasonability of the Company’s financial
which required significant management judgment. statement disclosure regarding their exploration and

evaluation assets.

Other Information

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

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.

In connection with our audits of the consolidated financial statements, our responsibility is to read the other information,
and in doing so, consider whether the other information is materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audits or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance
with IFRS, and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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

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

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



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

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

e Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business units withing the Group as a basis for forming an opinion on the group financial statements. We
are responsible for the direction, supervision and review of the audit work performed for purposes 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 William Nichols.

D Uhkses §m7 LLFP

CHARTERED PROFESSIONAL ACCOUNTANTS

Vancouver, BC, Canada
March 13, 2024



FPX NICKEL CORP.

Consolidated Statements of Financial Position

At December 31, 2023 and 2022
Stated in Canadian dollars

Note 2023 2022
ASSETS
Current assets
Cash and cash equivalents 5 $ 28,919,936 $ 18,016,082
Amounts receivable 6 726,530 2,196,988
Prepaid expenses 7 126,387 279,334
29,772,853 20,492,404
Non-current assets
Exploration and evaluation assets 8 29,508,787 21,469,633
Reclamation deposits 9 188,092 157,970
Right-of-use asset 10(a) 256,543 146,791
Equipment 166,927 -
Total assets $ 59,893,202 §$ 42,266,798
LIABILITIES AND EQUITY
Current liabilities
Accounts payable and accrued liabilities 17 $ 961,291 §$ 564,361
Lease liability — current portion 10(b) 156,273 90,129
1,117,564 654,490
Non-current liabilities
Share subscriptions — CO2 Lock Corp. 13 1,096,865 -
Lease liability — non-current portion 10(b) 113,171 63,941
Total liabilities 2,327,600 718,431
Shareholders’ equity
Share capital 11 93,905,009 75,319,412
Reserves 12 12,363,520 10,493,703
Deficit (50,212,807) (45,872,364)
Total shareholders’ equity attributable to shareholders
of FPX Nickel Corp. 56,055,722 39,940,751
Non-controlling interest 13 1,509,880 1,607,616
Total equity 57,565,602 41,548,367
Total liabilities and equity $ 59,893,202 $ 42,266,798

Nature and continuance of operations (note 1)

Commitments (note 16)
Subsequent events (notes 11(b) and 21)

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

Approved and authorized by the Board of Directors

/s/ Peter M.D. Bradshaw
Director

/s/ James S. Gilbert

Director



FPX NICKEL CORP.

Consolidated Statements of Loss and Comprehensive Loss
At December 31, 2023 and 2022
Stated in Canadian dollars

Note 2023 2022
EXPENSES
Depreciation 10 $ 138,982 88,075
General exploration 4,525 360,811
Insurance 37,197 26,106
Management fees and salaries 17 1,672,478 1,052,390
Office and administration 121,705 81,044
Professional fees 479,303 102,393
Research and development 208,022 82,621
Share-based compensation 11 2,172,637 1,367,091
Travel, promotion and communication 741,331 576,647
Trust and filing fees 96,798 116,160
Loss before other items (5,672,978) (3,853,338)
OTHER ITEMS
Gain on dilution of CO2 Lock Corp. 13 1,429 -
Finance costs (34,201) (14,992)
Foreign exchange loss (3,023) (4,838)
Interest income 1,234,735 161,760
Management fee income 8(d) 27,288 -
1,226,228 141,930
Net loss and comprehensive loss for the year $ (4,446,750) (3,711,408)
Net loss and comprehensive loss attributable to:
Shareholders of FPX Nickel Corp. $ (4,340,443) (3,636,103)
Non-controlling interest 13 (106,307) (75,305)
$ (4,446,750) (3,711,408)
Basic and diluted loss per share $ (0.00) $ (0.02)
Weighted average number of common shares outstanding,
basic and diluted 261,262,385 217,672,521

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



FPX NICKEL CORP.

Consolidated Statements of Changes in Equity

For the years ended December 31, 2023 and 2022

Stated in Canadian dollars

Share Capital

Attributable to

Shareholders Non-

of FPX Nickel Controlling

Number Amount Reserves Deficit Corp. Interest Total
# $ $ $ $ $ $

Balance, December 31, 2021 213,857,863 62,531,195 9,473,652  (42,236,261) 29,768,586 - 29,768,586
Private placement 24,000,000 12,000,000 - - 12,000,000 - 12,000,000
Share issue costs - (63,823) - - (63,823) (63,823)
Options exercised 3,450,000 852,040 (347,040) - 505,000 - 505,000
Share-based compensation - - 1,367,091 - 1,367,091 - 1,367,091
Non-controlling interest - - - - - 1,682,921 1,682,921
Net loss and comprehensive loss - - - (3,636,103)  (3,636,103) (75,305)  (3,711,408)
Balance, December 31, 2022 241,307,863 75,319,412 10,493,703 (45,872,364) 39,940,751 1,607,616 41,548,367
Private placements 30,051,184 18,030,710 - - 18,030,710 - 18,030,710
Share issue costs - (120,433) - - (120,433) - (120,433)
Options exercised 2,622,199 675,320 (302,820) - 372,500 - 372,500
Share-based compensation - - 2,172,637 - 2,172,637 - 2,172,637
Dilution of interest in CO2 Lock - - - - - 8,571 8,571
Net loss and comprehensive loss - - - (4,340,443)  (4,340,443) (106,307)  (4,446,750)
Balance, December 31, 2023 273,981,246 93,905,009 12,363,520 (50,212,807) 56,055,722 1,509,880 57,565,602

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



FPX NICKEL CORP.

Consolidated Statements of Cash Flows
For the years ended December 31, 2023 and 2022
Stated in Canadian dollars

Note 2023 2022
Cash provided by (used in):
Operating activities
Net loss for the year $ (4,446,750) $ (3,711,408)
Adjustments for:
Depreciation 138,982 88,075
Share-based compensation 11(c) 2,172,637 1,367,091
Interest expense 10(b) 18,208 -
Gain on dilution of CO2 Lock Corp. 13 (1,429) -
(2,118,352) (2,256,242)
Changes in non-cash working capital:
Amounts receivable 83,323 (908,124)
Prepaid expenses 152,947 (242,184)
Accounts payable and accrued liabilities (88,040) 189,328
(1,970,122) (3,217,222)
Financing activities
Proceeds from financings 11(b) 18,030,710 12,000,000
Share issue costs (120,433) (63,823)
Proceeds from exercise of stock options 11(b) 372,500 505,000
Proceeds from financings — CO2 Lock Corp. 13 10,000 1,714,758
Subscriptions advanced — CO2 Lock Corp. 13 1,096,865 -
Share issue costs — CO2 Lock Corp. - (31,837)
Repayment of lease liability 10(b) (122,110) (83,636)
19,267,532 14,040,462
Investing activities
Exploration and evaluation expenditures (6,167,049) (7,317,809)
Reclamation deposits (30,122) (24,373)
Purchase of equipment (196,385) -
(6,393,556) (7,342,182)
Increase in cash and cash equivalents 10,903,854 3,481,058
Cash and cash equivalents — beginning of year 18,016,082 14,535,024
Cash and cash equivalents — end of year $ 28,919,936 $ 18,016,082
Supplemental disclosure of non-cash financing and investing activities:
Interest received $ 1,165,766 $ 155,877
Increase (decrease) in accounts payable related to
exploration and evaluation expenditures 484,970 (78,139)
(Decrease) increase in accounts receivable related to
exploration and evaluation expenditures (1,387,136) 861,485

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



FPX NICKEL CORP.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023 and 2022
Stated in Canadian dollars

1. NATURE AND CONTINUANCE OF OPERATIONS

FPX Nickel Corp. (the “Company” or “FPX Nickel”) was incorporated under the Business Corporations Act of
Alberta and is listed on the TSX Venture Exchange. The Company’s common shares trade under the symbol
“FPX” in Canada and on the OTCQB Venture Market in the US under the symbol “FPOCF”. FPX Nickel's
head office and principal address is Suite 320, 1155 West Pender Street, Vancouver, British Columbia, V6E
2P4.

The Company is principally engaged in the acquisition and exploration of mineral property interests with a
focus on properties containing awaruite (NisFe), a naturally occurring nickel-iron alloy. FPX Nickel holds a
100% interest in five awaruite properties: four in British Columbia and one in the Yukon Territory. The
Company’s primary project is the Baptiste deposit within its flagship Decar Nickel District in central British
Columbia. The Company has not yet determined whether its properties contain mineral reserves where
extraction is both technically feasible and commercially viable.

As at December 31, 2023, the Company had net working capital of $28,655,289 (December 31, 2022 —
$19,837,914) and incurred a loss of $4,446,750 for the year ended December 31, 2023 (2022 — $3,711,408).
The Company has no operating revenue to date and no operating cash flows to support its activities. As the
Company is in the exploration stage, the recoverability of the costs incurred to date on its exploration
properties is dependent upon the existence of economically recoverable reserves, the ability of the Company
to obtain the necessary financing to complete the exploration and development of its properties and upon
future profitable production or proceeds from the disposition of the properties. With no source of operating
cash flow, the Company will periodically have to raise funds to continue operations and, although it has been
successful in doing so in the past, there is no assurance it will be able to do so in the future.

These consolidated financial statements have been prepared on the assumption that the Company will
continue as a going concern and do not include any adjustments relating to the recoverability and
classification of assets and liabilities that would be necessary should the Company be unable to continue in
existence. Such adjustments could be material.

2. BASIS OF PREPARATION
(a) Statement of compliance

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB”). These
consolidated financial statements were approved and authorized for issuance by the Board of Directors on
March 13, 2024.

(b) Basis of measurement
These consolidated financial statements have been prepared on a historical cost basis. In addition, except

for cash flow information, these consolidated financial statements have been prepared using the accrual
method of accounting.



FPX NICKEL CORP.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023 and 2022
Stated in Canadian dollars

2. BASIS OF PREPARATION (CONTINUED)
(c) Basis of consolidation

The consolidated financial statements include the accounts of the Company and its subsidiary. Subsidiaries
are entities controlled by the Company. Control is defined as the Company having power over the entity,
exposure or rights to variable returns from its involvement with the entity, and the ability to use its power to
affect the amount of returns. Subsidiaries are included in the consolidated financial statements from the date
control commences until the date control ceases. The accounting policies of subsidiaries are changed where
necessary to align with the policies adopted by the Company. All intercompany transactions and balances
are eliminated on consolidation.

At December 31, 2023, the Company had one subsidiary, CO2 Lock Corp. (“CO2 Lock”), and held an 88.17%
(December 31, 2022 — 88.23%) equity interest on an issued and outstanding basis.

(d) Functional currency, presentation currency and foreign currency transactions
(i) Functional and presentation currency

The functional currency of the Company and its subsidiary is determined by the currency of the primary
economic environment in which the entity operates. The functional currency of the Company and its
subsidiary is the Canadian dollar. These consolidated financial statements are presented in Canadian
dollars, unless otherwise noted.

(i) Foreign currency transactions

Transactions in currencies other than the functional currency of an entity (“foreign currencies”) are initially
recognized in the functional currency by applying the exchange rates prevailing at the date of the
transaction. At the end of each reporting period: (i) monetary assets and liabilities denominated in foreign
currencies are translated at the exchange rate prevailing at the date of the statement of financial position;
and (ii) non-monetary assets and liabilities denominated in foreign currencies are translated at historical
exchange rates, unless the item is measured at fair value, in which case it is translated at the exchange
rate in effect at the date when the fair value was determined. Resulting foreign exchange gains and
losses are recognized in net loss. Foreign currency gains and losses are reported on a net basis.

(e) Comparative information

Certain comaparative amounts have been reclassified to conform with the current year’s financial
statement presentation. Such reclassifications were not considered material.

3. MATERIAL ACCOUNTING POLICY INFORMATION
(a) Financial instruments
(i) Recognition and measurement
The Company recognizes financial assets and liabilities on the statement of financial position when it
becomes party to the contractual provisions of the financial instrument. On initial recognition, all financial
assets and liabilities are recorded by the Company at fair value, net of attributable transaction costs,

except for financial assets and liabilities classified as fair value through profit or loss (“FVTPL”) for which
transaction costs are expensed in the period in which they are incurred.

10



FPX NICKEL CORP.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023 and 2022
Stated in Canadian dollars

3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Subsequent to initial recognition, financial assets and financial liabilities are classified and measured as
follows:

Financial assets and financial liabilities at amortized cost

Financial assets are classified as and subsequently measured at amortized cost if both of the following
criteria are met: (i) the objective of the Company’s business model for managing the financial assets is
to collect their contractual cash flows; and (ii) the assets’ contractual cash flows represent solely
payments of principal and interest on the principal amount outstanding (“SPPI”).

The Company’s financial assets that are classified as and subsequently measured at amortized cost are
as follows: cash and cash equivalents, amounts receivable and reclamation deposits.

Accounts payable and accrued liabilities are classified and subsequently measured at amortized cost.

The amortized cost of a financial asset or financial liability is the initial recognition amount minus principal
repayments, plus the cumulative amortization using the effective interest method of any difference
between the initial recognition amount and the maturity amount. For financial assets, the amortized cost
includes the adjustment for any credit loss allowance.

Financial assets at FVTPL

Financial assets are classified and subsequently measured at FVTPL, with changes in fair value
recognized in net income or loss, if they are not held within a business model whose objective includes
collecting the financial assets’ contractual cash flows or the contractual cash flows of the financial assets
do not represent SPPI.

The Company does not have any financial assets classified at FVTPL.

Equity instruments at fair value through other comprehensive income (“FVTOCI”)

At initial recognition, the Company may irrevocably elect to present in OCI subsequent changes in the
fair value of particular investments in equity instruments (on an individual instrument basis) that
otherwise would be measured at FVTPL. This election is not permitted on investments in equity
instruments that are held for trading. The cumulative gain or loss recognized in OCI is reclassified to
retained earnings or deficit upon disposition of the investment in equity instrument.

The Company does not have any financial assets classified as FVTOCI.

Derivative assets and liabilities at FVTPL

A derivative is defined as having the following characteristics:

e Its value changes in response to the change in a specified interest rate, financial instrument
price, commodity price, foreign exchange rate, index of prices or rates, or other variable,
provided in the case of a non-financial variable that the variable is not specific to a party to the
contract;

e |t requires no initial net investment or an initial net investment that is smaller than would be
required for other types of contracts that would be expected to have a similar response to
changes in market factors; and

e |tis settled at a future date.

11



FPX NICKEL CORP.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023 and 2022
Stated in Canadian dollars

3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

A derivative, other than a derivative that meets the definition of an equity instrument, is initially recognized
as a financial asset or financial liability at its fair value on the date the derivative contract is entered into
and the related transaction costs are expensed. The fair values of the derivatives are remeasured at the
end of each reporting period with changes in fair values recognized in net income or loss.

The Company classifies the share subscriptions for CO2 Lock (note 13) as derivative financial liabilities
measured at FVTPL.

(ii) Derecognition and financial assets and liabilities

The Company derecognizes a financial asset or a part of the financial asset when, and only when (i) the
contractual rights to the cash flows from the financial asset expire, or (ii) the Company transfers the
financial asset and the transfer qualifies for derecognition. Transfers of a financial asset, either by (i)
transferring the contractual rights to the financial asset, or (ii) retaining the contractual rights to receive
the cash flows of the financial asset, but assuming a contractual obligation to pay the cash flows collected
to one or more recipients without material delay and whereby the Company is prohibited from selling or
pledging the financial asset other than as security to the eventual recipients, qualify for derecognition if
the Company transfers substantially all the risks and rewards of ownership of the financial asset or
control of the financial asset.

The Company derecognizes a financial liability or a part of the financial liability when, and only when, it
is extinguished. A financial liability is extinguished when the obligation specified in the contract is
discharged, cancelled or expires.

On derecognition of a financial asset or financial liability, the difference between the carrying amount
derecognized and the consideration received or paid, respectively, is recognized as a gain or loss in net
loss.

(iii) Impairment

The Company recognizes a loss allowance for expected credit losses on its financial assets. The amount
of expected credit losses is updated at each reporting period to reflect changes in credit risk since initial
recognition of the respective financial instruments.

(b) Cash and cash equivalents

Cash and cash equivalents include cash on hand and highly liquid investments having maturity dates of one
year or less from the date of acquisition, which are readily convertible to known amounts of cash (note 5).

(c) Exploration and evaluation assets

Costs directly related to acquiring the legal right to explore a mineral property including addition of licenses,
mineral rights, and similar acquisition costs are recognized and capitalized as exploration and evaluation
assets. Acquisition costs incurred in obtaining the legal right to explore a mineral property are deferred until
the legal right is granted and thereon reclassified to exploration and evaluation assets. Transaction costs
incurred in acquiring an asset are deferred until the transaction is completed and then included in the
purchase price of the asset acquired.

Once the legal right to explore a property has been acquired, costs directly related to exploration and
evaluation activities, including but not limited to conducting geological studies, exploration drilling and
sampling, and payments made to contractors and consultants in connection with the exploration and
evaluation of the property are capitalized.

12



FPX NICKEL CORP.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023 and 2022
Stated in Canadian dollars

3. MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Costs not directly attributable to exploration and evaluation assets activities, including general administrative
costs, are expensed in the period in which they occur.

As the Company currently has no operational income, any incidental revenues earned in connection with
exploration activities are applied as a reduction to capitalized costs.

When a project is deemed to no longer have commercially viable prospects to the Company, exploration and
evaluation asset expenditures in respect of that project are deemed to be impaired. As a result, those
exploration and evaluation asset expenditures in excess of estimated recoveries are written off to the
statements of loss and comprehensive loss.

The Company assesses exploration and evaluation assets for impairment when facts and circumstances
suggest that the carrying amount of an asset may exceed its recoverable amount.

Once the technical feasibility and commercial viability of extracting the mineral resource has been
demonstrated and a development decision has been made, the capitalized costs of the related property are
transferred to mining assets and depreciated using the units of production method on commencement of
commercial production.

The Company may enter into option agreements, whereby the Company will transfer part of its interest in a
mineral property, as consideration, for an agreement by the optionee to meet certain mineral property
expenditures which would have otherwise been undertaken by the Company. The Company does not record
any expenditures made by the optionee on the Company’s behalf. Any cash or other consideration received
from the optionee is credited against the costs previously capitalized to the mineral interest given up by the
Company, with any excess accounted for as a gain on disposal.

(d) Government assistance

Government assistance received in respect to exploration and evaluations asset expenditures is offset
against the costs incurred, or included in income if the costs applicable to such properties have been written
off.

(e) Leases

A contract is or contains a lease when the contract conveys a right to control the use of an identified asset for
a period of time in exchange for consideration.

As a lessee, the Company recognizes a right-of-use asset and a lease liability at the lease commencement
date. The right-of-use asset is initially measured at cost, and subsequently at cost less any accumulated
depreciation and accumulated impairment losses, and adjusted for remeasurements of the lease liability. The
cost of the right-of- use asset includes the amount of the initial measurement of the lease liability, any lease
payments made at or before the commencement date, less any lease incentives received and any initial direct
costs and, if applicable, an estimate of costs to be incurred by the Company in dismantling and removing the
underlying asset, restoring the site on which it is located or restoring the underlying asset to the condition
required by the terms and conditions of the lease.

The lease liability is initially measured at the present value of the lease payments during the lease term that
are not paid at the commencement date, discounted using the interest rate implicit in the lease or, if that rate
cannot be readily determined, the Company’s incremental borrowing rate. The lease term is the non-
cancellable period of a lease together with periods covered by extension options that the Company is
reasonably certain to exercise and periods covered by termination options that the Company is reasonably
certain not to exercise. The incremental borrowing rate reflects the rate of interest that the Company would
have to pay to borrow the funds necessary to obtain an asset of similar value in a similar economic
environment with similar terms and conditions. Generally, the Company uses its incremental borrowing rate
as the discount rate.

13



FPX NICKEL CORP.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023 and 2022
Stated in Canadian dollars

3. MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

The lease liability is subsequently increased by the interest on the lease liability, measured using the discount
rate, and decreased by lease payments made. The lease liability is remeasured using an unchanged discount
rate when there is a change in future lease payments arising from a change in an index or rate, or a change
in the amount expected to be payable under a residual value guarantee. The lease liability is remeasured
using a revised discount rate when there is a change in future lease payments resulting from changes in the
assessment of whether a purchase or extension option is reasonably certain to be exercised or a termination
option is reasonably certain not to be exercised. The revised discount rate in this case is the interest rate
implicit in the lease for the remainder of the term or the Company’s incremental borrowing rate at the date of
reassessment.

The Company has elected not to recognize right-of-use assets and lease liabilities for short-term leases that
have a lease term of twelve months or less and leases of low-value assets. The lease payments associated
with these leases are charged directly to net loss on a straight-line basis over the lease term.

(f) Provisions
(i) Provision for environmental rehabilitation

The Company recognizes liabilities for statutory, contractual, constructive or legal obligations associated
with the retirement of exploration and evaluation assets and equipment, when those obligations result
from the acquisition, construction, development or normal operation of the assets.

The provision is calculated as the present value of the expenditures required to settle the obligation.
Upon initial recognition of the provision, a corresponding amount is added to the carrying amount of the
related asset. Following the initial recognition of the provision, the carrying amount is increased for the
unwinding of the discount and for changes to the discount rate and the amount or timing of cash flows
required to settle the obligation. The unwinding of the discount is recognized as interest expense in net
loss while the effect of the changes to the discount rate and the amount or timing of cash flows are
recognized as an adjustment to the carrying amount of the related mineral property, plant or equipment.

(i) Other provisions

Provisions are recognized where a legal or constructive obligation has been incurred as a result of past
events, it is probable that an outflow of resources embodying economic benefit will be required to settle
the obligation, and a reliable estimate of the amount of the obligation can be made. Provisions for
environmental restoration, legal claims, onerous leases and other onerous commitments are recognized
at the best estimates of the expenditures required to settle the Company’s liability.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risk specific to the obligation. The increase in the provision due to passage of time is recognized as
accretion expense.

(g) Share capital

The company’s common shares are classified as equity. Incremental costs directly attributable to the issuance
of common shares are recognized as a deduction from equity, net of any tax effects.

Common shares issued for non-monetary consideration are recorded at their fair market value based upon
the date of issuance.
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3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
(h) Share-based payments
(i) Stock options

The fair value of stock options is measured on the date of grant, using the Black-Scholes option pricing
model, and is recognized over the vesting period. Consideration paid for the shares on the exercise of
stock options is credited to share capital.

In situations where equity instruments are issued to non-employees and some or all of the goods or
services received by the entity as consideration cannot be specifically identified, they are measured at
the fair value of the share-based payment. Otherwise, share-based payments are measured at the fair
value of goods or services received.

(i) Restricted share units

The grant-date fair values of equity-settled restricted share units (“RSUs”) are recognized as share-
based compensation expense over the vesting period, with a corresponding increase to shareholders’
equity within reserves.

The fair values of cash-settled RSUs are recognized as share-based compensation expense over the
vesting period, with a corresponding increase to liabilities. The liabilities for cash-settled RSUs are
remeasured at the end of each reporting period and at the date of settlement, with any changes in fair
value recognized in net loss for the period.

(i) Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its assets to determine whether there
are any indicators of impairment. If any such indicator exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment, if any.

Where the asset does not generate cash inflows that are independent from other assets, the Company
estimates the recoverable amount of the cash-generating unit (“CGU”) to which the asset belongs. Any
intangible asset with an indefinite useful life is tested for impairment annually and whenever there is an
indication that the asset may be impaired. An asset’s recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the estimated future cash flows are discounted to
their present value, using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset for which estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying
amount is reduced to the recoverable amount and an impairment loss is recognized immediately in the
consolidated statement of loss and comprehensive loss. Where an impairment subsequently reverses, the
carrying amount is increased to the revised estimate of recoverable amount but only to the extent that this
does not exceed the carrying value that would have been determined if no impairment had previously been
recognized. A reversal of impairment is recognized in the consolidated statement of loss and comprehensive
loss.

15



FPX NICKEL CORP.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023 and 2022
Stated in Canadian dollars

3. MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
(j) Changes in accounting policies including initial adoption

The Company applied the amendments to IAS 1, Presentation of Financial Statements and IFRS Practice
Statement 2 issued by the IASB under Disclosure of Accounting Policies effective January 1, 2023. The
amendments require entities to disclose their ‘material’, rather than ‘significant’ accounting policies. The
amendments also provide guidance on the application of materiality to disclosure of accounting policies that
provide useful, entity-specific accounting policy information that users need to understand other information
in the financial statements. While the amendments did not result in any changes to the Company’s accounting
policies themselves, they impacted the accounting policy information disclosed in the Company’s
consolidated financial statements. The accounting policy information disclosed in notes 2 and 3 reflect the
Company’s material accounting policies.

The Company has reviewed new and revised accounting pronouncements that have been issued but are not
yet effective. The Company has not early adopted any of these standards as they are not applicable to the
consolidated financial statements.

4. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

In preparing these consolidated financial statements, management has made judgments, estimates and
assumptions that affect the application of the Company’s accounting policies and the reported amounts of
assets, liabilities, income and expenses. Actual results may differ from estimates and assumptions made as
the estimation process is inherently uncertain. All estimates and assumptions are reviewed on an ongoing
basis based on relevant facts and circumstances, and new reliable information or experience. Revisions to
estimates are recognized in the period in which the estimates are reviewed and in any future periods affected.

Significant assumptions about the future and other sources of estimation uncertainty that management has
made at December 31, 2023, that could result in a material adjustment to the carrying amounts of assets and
liabilities, in the event that actual results differ from assumptions made, relate to, but are not limited to, the
following:

o the recoverability and probability of future economic benefits of amounts capitalized as exploration and
evaluation assets;

e the estimate of British Columbia mineral exploration tax credits receivable;

o the measurement of the lease liability does not include the four-year extension option included in the
lease relocation and extension agreement because management is not reasonably certain that the
option will be exercised,;

¢ the incremental borrowing rate used in the measurement of the lease liability was based on prevailing
market rates at the time of the lease extension; and

¢ the inputs used in determining the fair value of CO2 Lock share subscriptions.

5. CASH AND CASH EQUIVALENTS

2023 2022
Cash on deposit — FPX Nickel $ 616,500 $ 253,562
Cash on deposit — CO2 Lock 894,509 1,128,205
Liquid short-term investments 27,408,927 16,634,315

$ 28,919,936 $ 18,016,082
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6. AMOUNTS RECEIVABLE

2023 2022

BC mineral exploration tax credit $ 419,563 $ 1,944,174
GST 121,258 251,806
Other 185,709 1,008
$ 726,530 $ 2,196,988

7. PREPAID EXPENSES

2023 2022

Insurance $ 7,285 $ 7,525
Vendor prepayments 24,235 271,809
Other prepaid expenses 94,867 -
$ 126,387 $ 279,334

8. EXPLORATION AND EVALUATION ASSETS

As at December 31, 2023, the Company holds a 100% interest in five nickel properties, four of which are
located in British Columbia (Decar, Wale, Orca, Klow), and one located in the Yukon Territory (Mich). With the
exception of Decar, the Company’s nickel properties are all in the early stage of exploration. Through CO2
Lock, the Company has a 100% interest in the Sam property, located in British Columbia.

A continuity of the Company’s mineral property interests is as follows:

Other Nickel

Decar Mich Properties Sam Total
Balance, December 31, 2021 $ 13,355,358 $ 874,602 $ 3 $ - $ 14,229,963
Exploration costs 8,091,075 - - - 8,091,075
Cost recoveries (861,485) - - - (861,485)
Acquisition costs - 10,080 - - 10,080
Balance, December 31, 2022 20,584,948 884,682 3 - 21,469,633
Exploration costs 8,645,387 - - 387,175 9,032,562
Cost recoveries (933,597) - - (77,228) (1,010,825)
Acquisition costs - 10,080 - 7,337 17,417
Balance, December 31, 2023 $ 28,296,738 $ 894,762 $ 33 317,284 $ 29,508,787

(a) Decar Nickel District, British Columbia

Under the terms of an option agreement entered into in November 2009, Cliffs Natural Resources Exploration
Inc. (“Cliffs”) held the right to earn an initial 51% interest in the Decar district by spending US$4,500,000 on
the property over four years. Pursuant to an amended agreement dated September 12, 2011, by agreeing to
complete the scoping study within 18 months, Cliffs was deemed to have earned an initial 51% interest in the
Decar district and the Company was deemed to have earned a 1% Net Smelter Return (“NSR”) royalty in the
Decar district. On delivery of the Preliminary Economic Assessment in April 2013, Cliffs earned an additional
9% interest in Decar, bringing its aggregate interest to 60%. In August 2015, the structure of ownership of the
Decar district converted to a contractual joint venture, with initial ownership interests fixed at 60% for Cliffs
and 40% for FPX Nickel.
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8. EXPLORATION AND EVALUATION ASSETS (CONTINUED)

On November 18, 2015, the Company purchased Cliffs’ 60% ownership of the Decar district for CDN $6.27
million (US$4.75 million). Since 2015, the Company has owned 100% of the Decar district.

Included in cost recoveries for the year ended December 31, 2023 was $591,263 (2022 — $nil) related to
grant funding from the federal government under the Critical Minerals Research, Development and
Demonstration program.

(b) Other Nickel Properties, British Columbia and Yukon Territory

During the year ended December 31, 2014, deferred acquisition and exploration costs incurred on three of
the Company’s British Columbia nickel properties (Wale, Orca and Klow) totaling $2,441,636 were written off
as the Company had no plans at that time to perform significant work on those properties. The Company
retains the underlying mineral claims for these properties in good standing. At December 31, 2023, these
properties are carried at a nominal value of $1 (December 31, 2022 — $1) per property.

(c) Sam Property, British Columbia

During the year ended December 31, 2023, CO2 Lock acquired a 100% interest in the Sam project in central
British Columbia. Exploration costs for the year ended December 31, 2023 related to geological analysis and
water and bulk rock sampling for carbon capture and storage process development.

(d) Generative Exploration

On March 29, 2023, the Company entered into a Global Generative Exploration Alliance (“Generative
Alliance”) with Japan Organization for Metals and Energy Security (“*JOGMEC”) to carry out worldwide mineral
exploration activities for the identification, acquisition and development of high-quality awaruite nickel targets
on a worldwide basis.

During the first phase of the Generative Alliance, JOGMEC will fund 100% of expenditures up to $650,000
per year for a minimum of two years. Each of the parties will appoint two representatives to a management
committee to oversee exploration activities with FPX Nickel acting as operator of the joint venture, earning a
fee equal to 10% of the Generative Alliance expenditures.

One or more specific exploration targets identified by the Generative Alliance may be advanced to a second
phase to be further developed as a separate designated project (“Designated Project”). Each Designated
Project will have its own work program and budget with the objective, including through drilling, to test and
further develop the identified targets. For each Designated Project, JOGMEC and the Company will fund 60%
and 40%, respectively, for approved work programs.

If a party’s beneficial interest in a Designated Project is diluted to less than 10%, the diluted party’s interest
will be converted to 1.5% NSR royalty over that Designated Project, with the other party retaining a right to
buy-back 1.0% of the NSR royalty for $3,500,000.

Concurrent with the Generative Alliance agreement, the Company granted to JOGMEC a right to acquire a
60% interest in the Klow project by funding $1,000,000 in exploration expenditures at Klow by no later than
March 31, 2026.

During the year ended December 31, 2023, generative exploration expenses totaled $272,878 (2022 — $nil)
which was fully funded by JOGMEC.
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10.

RECLAMATION DEPOSITS

The Company has provided deposits as security against potential future reclamation work relating to its
mineral properties. As at December 31, 2023, a total of $188,092 (December 31, 2022 — $157,970) has been
provided in the form of cash and Guaranteed Investment certificates posted with the Minister of Finance for

the Province of British Columbia for the benefit of the provincial Ministry of Energy, Mines and Low-Carbon
Innovation.

LEASES
(a) Right-of-use asset

As at December 31, 2023, the right-of-use asset recorded for the Company’s office premises was as follows:

2023 2022
Balance, beginning of year $ 146,791 $ 234,866
Additions 219,276 -
Depreciation (109,524) (88,075)
Balance, end of year $ 256,543 $ 146,791

(b) Lease liability

Minimum lease payments in respect of lease liabilities and the effect of discounting are as follows:

2023 2022
Undiscounted minimum lease payments
Less than one year $ 176,184 $ 98,628
Two to three years 117,456 65,752
293,640 164,380
Effect of discounting (24,196) (10,310)
Present value of minimum lease payments 269,444 154,070
Less: current portion (156,273) (90,129)
Non-current portion $ 113,171 $ 63,941
The net change in the lease liability is as follows:
2023 2022
Balance, beginning of year $ 154,070 $ 237,706
Additions 219,276 -
Principal payments (122,110) (98,628)
Interest expense 18,208 14,992
Balance, end of year $ 269,444 $ 154,070
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11. SHARE CAPITAL

(a) Authorized capital

Authorized share capital consists of an unlimited number of common shares without par value and an
unlimited number of first and second preferred shares. None of the preferred shares have been issued.

(b) Share issuances

On May 30, 2023, the Company closed a private placement financing with Outokumpu Oyj. Under the terms
of the private placement, the Company issued 26,800,000 common shares of the Company at a price of $0.60
per share, for gross proceeds of $16,080,000.

In connection with the Outokumpu financing, and pursuant to an Investor Rights Agreement dated December
1, 2022, the Company’s corporate strategic investor (the “Strategic Investor”) exercised its participation right
in full to maintain a 9.95% interest in the Company. The Company issued 3,251,184 common shares of the
Company at a price of $0.60 per share, for gross proceeds of $1,950,710.

During the year ended December 31, 2023, the Company issued 2,622,199 common shares (2022 —
3,450,000) for options exercised in the period. The weighted average share price on the date of exercise was
$0.44 (2022 — $0.59). Subsequent to December 31, 2023, the Company issued 1,219,231 common shares
for options exercised.

On December 2, 2022, the Company closed a private placement financing with the Strategic Investor. Under
the terms of the private placement, FPX issued 24,000,000 common shares of the Company at a price of
$0.50 per share, for gross proceeds of $12,000,000.

(c) Share-based compensation

The Company has an incentive stock option plan that conforms to the requirements of the TSX Venture
Exchange. Options to purchase common shares have been granted to directors, employees and consultants
of the Company at exercise prices determined by their market value on the date of the grant. The options
vest immediately on the date of the grant or as otherwise determined at the discretion of the Board.

During the year ended December 31, 2023, the Company granted to directors, officers and employees a total
of 5,455,000 stock options (2022 — 3,390,000) to purchase shares with a weighted average exercise price of
$0.56 per share (2022 — $0.54 per share), all of which vested on their grant date. The fair value of options
granted was $2,172,637 (2022 — $1,367,091), determined using the Black-Scholes option pricing model with
the following weighted average assumptions:

2023 2022
Share price on grant date ($) 0.53 0.52
Expected dividend yield (%) 0.0 0.0
Risk-free interest rate (%) 3.7 2.5
Volatility (%) 98.4 108.2
Expected life (years) 5.0 5.0

Share-based compensation expense of $2,172,637 was recorded during the year ended December 31, 2023
(2022 — $1,367,091).

Option pricing models require the input of highly subjective assumptions, particularly as to the expected price
volatility of the stock. Changes in these assumptions can materially affect the fair value estimate and therefore
it is management’s view that the existing models do not necessarily provide a single reliable measure of the
fair value of the Company’s stock option grants.

20



FPX NICKEL CORP.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023 and 2022
Stated in Canadian dollars

1.

12,

13.

SHARE CAPITAL (CONTINUED)

A summary of the Company’s stock option transactions is as follows:

Number of Weighted average

options exercise price
Balance, December 31, 2021 16,250,000 $ 0.30
Granted 3,390,000 0.54
Exercised (3,450,000) 0.15
Balance, December 31, 2022 16,190,000 0.39
Granted 5,455,000 0.56
Exercised (2,700,000) 0.15
Balance, December 31, 2023 18,945,000 $ 0.47

At December 31, 2023, the Company had the following number of stock options outstanding:

Weighted
average
Options Weighted remaining
outstanding average contractual life
Range of exercise prices and exercisable exercise price (years)
$0.20 - $0.39 5,900,000 $ 0.20 0.74
$0.40 - $0.59 4,290,000 0.48 3.75
$0.60 - $0.79 8,255,000 0.64 3.45
>$0.80 500,000 0.80 2.70
18,945,000 $ 0.47 2.65
RESERVES
2023 2022
Share options $ 11,438,701 $ 9,568,884
Other reserves 924,819 924,819

$ 12,363,520 $ 10,493,703

NON-CONTROLLING INTEREST

On March 30, 2022, the Company established CO2 Lock, a subsidiary company, to pursue opportunities in
carbon capture and storage. In exchange for access to the Company’s technical information, exploration
database and certain other rights, the Company received 17,000,000 shares of CO2 Lock. During the year
ended December 31, 2022, CO2 Lock issued 2,286,344 common shares at $0.75 per share to third party
investors for gross proceeds of $1,714,758 and incurred $31,837 in share issuance costs.

The Company controls and therefore includes the accounts of CO2 Lock in these consolidated financial
statements. A non-controlling interest (‘NCI’) was recognized at inception being equal to the cash raised from
the third party investors.

On September 11, 2023, CO2 Lock issued 13,400 shares at a price of $0.75 per share for total proceeds of
$10,000 to an unrelated third party. As a result of the share issuance, the Company recorded a gain on dilution
of $1,429.
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13. NON-CONTROLLING INTEREST (CONTINUED)

On September 28, 2023, CO2 Lock completed a simple agreement for future equity (“SAFE”) financing with
third-party investors and received proceeds of $1,096,865. Proceeds of the SAFE will be used to conduct
field work and sample collection at CO2 Lock’s project site at the Sam property.

As the number of shares of CO2 Lock that will be issued on conversion of the SAFE is variable based on a
future financing price, the share subscriptions are recorded as a non-current liability on the consolidated

statement of financial position.

As at December 31, 2023, the Company has an 88.17% (December 31, 2022 — 88.23%) ownership interest

in CLC on an issued and outstanding basis.

(a) Non-controlling Interest Continuity

CO2 Lock

December 31, 2021 -
Initial recognition, net of share issuance costs 1,682,922
Share of net loss (75,306)
December 31, 2022 1,607,616
Dilution of interest 8,571
Share of net loss (106,307)
December 31, 2023 1,509,880
(b) Summarized Financial Information
Summarized Statements of Financial Position

2023 2022
Current assets 1,025,219 1,165,763
Non-current assets 513,012 -
Total assets 1,538,231 1,165,763
Current liabilities 290,101 123,375
Non-current liabilities 1,096,865 -
Total liabilities 1,386,966 123,375
Summarized Statements of Loss

2023 2022
Net loss and comprehensive loss 901,849 739,806
Summarized Statements of Cash Flows

2023 2022
Net cash used in operating activities (881,680) (554,716)
Net cash provided by financing activities 1,106,865 1,682,921
Net cash used in investing activities (458,880) -
Net (decrease) increase in cash and cash equivalents (233,695) 1,128,205
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14.

INCOME TAXES

Income tax expense during the years ended December 31, 2023 and 2022 differs from the amounts that
would result from applying the combined Canadian federal and provincial income tax rate of 27% (2022 —
27%) to loss before income taxes. These differences result from the following items:

2023 2022
Loss before income taxes $ (4,446,750) $ (3,711,408)
Expected income tax rate 27% 27%
Expected income tax recovery (1,200,622) (1,002,080)
Net effect of deductible and non-deductible amounts 644,841 406,790
Deferred tax assets not recognized 555,781 595,290
Income tax expense for the year $ - 3 -

The significant components of the Company’s deferred tax assets and liabilities are:

2023 2022

Equipment $ 108,473 $ 76,772
Exploration and evaluation assets 683,807 586,478
Share issue costs 194,899 252,136
Capital losses 233,020 233,020
Non-capital losses 6,262,488 5,710,863
7,482,687 6,859,269

Unrecognized deferred tax assets (7,482,887) (6,762,047)
Total deferred tax assets $ 75,800 $ 97,222
Right-of-use asset $ 69,267 $ 94,438
Lease liability 6,533 2,784
Total deferred tax liabilities $ 75,800 $ 97,222
Net deferred tax asset (liability) $ - 3 -

The Company’s deductible temporary differences, unused tax losses and unused tax credits at December
31, 2023 and 2022 for which deferred income tax assets have not been recognized were as follows:

2023 2022
Equipment $ 401,750 $ 284,339
Exploration and evaluation assets 2,532,619 2,172,141
Share issue costs 721,849 933,835
Capital losses 1,726,072 1,726,072

Non-capital losses 23,194,398 21,151,344
$ 28,576,688 $ 26,267,731

As at December 31, 2023, the Company has Canadian non-capital losses of approximately $23,195,000
(December 31, 2022 — $21,152,000) which may be carried forward to reduce taxable income of future years,
and which, if unused, expire in 2026 through 2043.
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15.

16.

17.

18.

SEGMENTED INFORMATION

The Company operates in one reportable segment, the exploration and evaluation of unproven exploration
and evaluation assets. The Company’s primary exploration and evaluation assets are located in Canada, and
its corporate assets, comprising mainly cash, are located in Canada. The Company is in the exploration stage
and has no reportable segment revenues or operating results.

COMMITMENTS
<1year 1-3 years >3 years Total
Accounts payable and accrued liabilities $ 961,291 $ - % -5 961,291
Office lease (undiscounted) 176,184 117,456 - 293,640
$ 1,137,475 $ 117,456 $ - $ 1,254,931
RELATED PARTY TRANSACTIONS

The Company considers its officers to be key management personnel. Amounts paid to key management
personnel during the years ended December 31, 2023 and 2022 were as follows:

2023 2022
Salaries and fees $ 1,755,536 $ 1,075,581
Share-based compensation 1,551,898 924,385

$ 3,307,434 $ 1,999,966

The amounts charged to the Company for the services provided have been determined by negotiations
between the parties and are covered by a signed agreement. These services were in the normal course of
operations and management believes that they were incurred on a basis consistent with comparable
transactions between other non-related parties.

At December 31, 2023, included in accounts payable and accrued liabilities was $34,563 (December 31,
2022 — $22,669) due to related parties. Amounts due to related parties are unsecured and non-interest
bearing.

FAIR VALUE MEASUREMENTS

The Company’s financial instruments consist of cash, amounts receivable, reclamation deposits, accounts
payable and accrued liabilities and share subscriptions. The fair values of these financial instruments
approximate their carrying values, unless otherwise noted.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value hierarchy categorizes inputs
to valuation techniques used in measuring fair value into the following three levels:

Level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 — inputs other than quoted prices included in Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

Level 3 — inputs for the asset or liability that are not based on observable market data (unobservable inputs).

24



FPX NICKEL CORP.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023 and 2022
Stated in Canadian dollars

18.

19.

FAIR VALUE MEASUREMENTS (CONTINUED)

Financial instruments measured at fair value on the consolidated statements of financial position are
summarized in levels of fair value hierarchy as follows:

2023 2022

Share subscriptions — CO2 Lock Level 3 $ 1,096,865 $ -

There were no amounts transferred between levels of the fair value hierarchy during the years ended
December 31, 2023 and 2022.

FINANCIAL INSTRUMENT RISKS AND RISK MANAGEMENT

The Company is exposed to a variety of financial risks by virtue of its activities, including credit risk, interest
rate risk and liquidity risk. The overall risk management program focuses on the unpredictability of financial
markets and seeks to minimize potential adverse effects on financial performance. Risk management is
carried out by management under the direction and guidance of the Board of Directors. Management is
responsible for establishing controls and procedures to ensure that financial risks are mitigated to acceptable
levels.

The Company’s risk exposures and the impact on the Company’s financial instruments are summarized
below:

(a) Creditrisk

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

The Company’s credit risk is limited to the carrying amount on the consolidated statements of financial
position and arises from the Company’s cash and cash equivalents, receivables, excluding GST receivable
and British Columbia mineral exploration tax credits receivable, and reclamation deposits.

The Company limits its exposure to credit risk on its cash and cash equivalents and reclamation deposits by
investing in high credit quality instruments and maintaining its cash balances in financial institutions with
strong credit ratings.

(b) Liquidity risk

Liquidity risk is the risk that the Company will not meet its financial obligations as they fall due.

The Company’s approach to managing liquidity risk is to ensure that it will have sufficient capital to meet
liabilities when due. As at December 31, 2023, the Company had cash and cash equivalent balances of
$28,919,936 (December 31, 2022 — $18,016,082) to settle current liabilities of $1,200,273 (December 31,
2022 — $654,490). All of the Company’s accounts payable and accrued liabilities have contractual maturities
of 30 days or are due on demand and are subject to normal trade terms.

The Company is not subject to any financial covenants. The Company monitors its financing requirements
through cash forecasting, consideration of current economic conditions and reviews of economic and political
commentaries in respect of future developments. Financing decisions are based on the timing and extent of
expected operating and capital cash outlays. Factors considered when determining whether to issue equity
include the amount of cash sought, the availability of these sources and their terms.
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19.

20.

21.

FINANCIAL INSTRUMENT RISKS AND RISK MANAGEMENT (CONTINUED)
(c) Interest rate risk

Interest rate risk is the risk that the fair values or future cash flows of the Company’s financial instruments will
fluctuate because of changes in the market interest rates.

The Company is exposed to interest rate risk on its cash and cash equivalents and reclamation deposits that
earn variable interest.

CAPITAL MANAGEMENT

The Company manages its cash and cash equivalents and common shares as capital. The Company’s
objectives in managing its capital are to:

¢ Maintain sufficient cash and cash equivalents to last a minimum of one year;

e Have the flexibility to achieve its on-going business objectives, including but not limited to funding
work programs on its exploration and evaluation assets and pursuing new business opportunities as
they arise; and

e Minimize dilution to existing shareholders.

The Board of Directors have not specified a quantitative return on capital criteria for management, but rather
rely on the expertise of management to sustain future development of the business.

The Company’s exploration and evaluation assets are in the development stage and the Company does not
generate a positive cash flow. As a consequence, the Company relies on accessing the capital markets to
obtain the funds needed to carry on its business. It is the Company’s intention to utilize its existing working
capital and to raise additional funds as needed. The additional funds will be raised primarily through the
issuance of its securities in private placements.

SUBSEQUENT EVENTS
(a) Private placement financings

On January 23, 2024, the Company completed a private placement financing with Sumitomo Metal Mining
Canada Ltd. (“Sumitomo”). Under the terms of the private placement, the Company issued 30,104,488
common shares to Sumitomo at a price of $0.48 per common share for gross proceeds of $14,450,154. On
completion of the private placement, Sumitomo owned 9.9% of the Company’s issued and outstanding
common shares. In connection with the financing, the Company paid advisory fees of $578,006.

Pursuant to the investor rights agreements with the Company’s existing corporate strategic investor,
Outokumpu, and Sumitomo (collectively, the “Strategic Investors”), upon closing of the private placement
financing, the Strategic Investors exercised in full their participation rights to re-establish their respective initial
ownership interests in FPX Nickel. The Company issued a total of 8,981,971 common shares to the Strategic
Investors at a price of $0.48 per common share for gross proceeds of $4,311,346. The Company incurred
$17,073 in advisory fees in association with the top-up financing.

(b) Grant of restricted share units
On February 7, 2024, the Company granted 3,985,000 RSUs under the Company’s share compensation plan
to officers, employees and non-executive directors. Each RSU will entitle the holder to receive one common

share of the Company or the equivalent cash value upon settlement. The RSUs will vest over three years in
equal installments on the annual anniversary of the grant date.
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