-CRITERIUM-

ENERGY

CRITERIUM ENERGY LTD.
(formerly Softrock Minerals Ltd.)

Consolidated Financial Statements

For the years ended December 31, 2022 and 2021
Expressed in Canadian Dollars



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

For the years ended December 31, 2022 and 2021

Page

Consolidated Financial Statements
Statements of Consolidated (Loss) Income and Comprehensive (Loss) Income
Statements of Consolidated Financial Position
Statements of Changes in Shareholders' Equity
Statements of Consolidated Cash Flows
Notes to the Consolidated Financial Statements

a b WON -



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Statements of Consolidated (Loss) Income and Comprehensive (Loss) Income

For the years ended December 31,

(Expressed in Canadian Dollars)

2022 2021
Royalty revenue $ 187,838 $ 158,935
Expenses
Professional fees 608,665 75,184
Consulting fees 345,498 -
Salaries and benefits 214,893 -
Stock-based compensation (Note 12) 164,513 8,150
General and administrative 97,300 32,843
Travel 37,710 -
Non-recoverable deposit 12,500 -
Operating expenses 11,165 4,658
Decommissioning liability revisions (Note 10) 10,420 42,265
Depreciation (Note 7) 8,926 -
Finance expense 6,332 125
1,517,922 163,225
Net loss before other items (1,330,084) (4,290)
Interest income 450 1,582
Government grants (Note 10) 9,500 43,282
Foreign exchange loss (3,011) -
Gain on sale of exploration and evaluation assets (Note 8) - 25,000
6,939 69,864

Net (loss) income for the year

$ (1,323,145)$ 65,574

Other comprehensive loss

Items that may be reclassified subsequently to loss:
Currency translation adjustment

(5,667) -

Total other comprehensive loss

(5,667) -

Total comprehensive (loss) income for the year

$ (1,328,812)% 65,574

Weighted average number of shares outstanding

Basic and diluted loss per share

80,697,482 44,852,927
(0.01) 0.00

See accompanying notes to the financial statements.



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Statements of Consolidated Financial Position
As at December 31,
(Expressed in Canadian Dollars)

2022 2021
ASSETS
Current assets
Cash $ 3,720,751 $ 54,715
Amounts receivable (Note 6) 160,829 50,080
Prepaids and deposits 26,381 12,500
3,907,961 117,295
Reclamation deposit (Note 10) 42,655 42,205
Right-of-use assets (Note 7) 157,687 -
Exploration and evaluation asset (Note 8) 2,228,896 -
$ 6,337,199 $§ 159,500
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities (Note 9) $ 507,555 $ 20,000
Acquisition payable (Note 5) 1,625,280 -
Current portion of lease obligations (Note 11) 24,370 -
Decommissioning liabilities (Note 10) 31,011 29,938
2,188,216 49,938
Lease obligations (Note 11) 136,697 -
2,324,913 49,938
Shareholders' equity
Share capital (Note 12) 8,161,312 3,061,457
Other comprehensive loss (5,667) -
Contributed surplus (Note 13) 377,059 245,378
Deficit (4,520,418) (3,197,273)
4,012,286 109,562
$ 6,337,199 $§ 159,500

Nature of operations and continuance of business (Note 1)

Subsequent events (Note 20)

Approved on Behalf of the Board

"Dave Dunlop" , Director

"Robin Auld" , Director

See accompanying notes to the financial statements.



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Statements of Changes in Shareholders' Equity

(Expressed in Canadian Dollars)

. Other
— Sharecapital comprehensive
# of shares $ Reserves loss Deficit Total equity
Balance, December 31, 2020 44,852,927 $ 3,061,457 $ 237,228 $ - $ (3,262,847) $ 35,838
Stock-based compensation - - 8,150 - - 8,150
Net income for the year - - - - 65,574 65,574
Balance, December 31, 2021 44,852,927 3,061,457 245,378 - (3,197,273) 109,562
Units issued through private placement 134,497,660 5,379,906 - - - 5,379,906
Share issue costs - (351,504) 38,621 - - (312,883)
Severance shares issued 1,786,324 71,453 - - - 71,453
Stock-based compensation - - 93,060 - - 93,060
Other comprehensive loss - - - (5,667) - (5,667)
Net loss for the year - - - - (1,323,145) (1,323,145)
Balance, December 31, 2022 181,136,911 $ 8,161,312 $ 377,059 $ (5,667) $ (4,520,418) $ 4,012,286

See accompanying notes to the financial statements.



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Statements of Consolidated Cash Flows
For the Years Ended December 31,
(Expressed in Canadian Dollars)

2022 2021
Cash flows from (used in) operating activities:
Net (loss) income $ (1,323,145) $ 65,574
Items not affecting cash:
Stock-based compensation (Note 12) 164,513 8,150
Depreciation (Note 7) 8,926 -
Non-recoverable deposit 12,500 -
Decommissioning liability revisions (Note 10) 10,420 42,265
Decommissioning liability settled - (23,603)
Finance expense 6,332 125
Gain on sale of exploration and evaluation asset (Note 8) - (25,000)
Government grants (Note 10) (9,500) (43,282)
Accrued interest on reclamation deposits (450) (1,582)
Change in non-cash working capital items:
Amounts receivable (110,749) (16,203)
Prepaids and deposits (26,381) (12,500)
Accounts payable and accrued liabilities 487,555 (18,196)
Net cash flows from (used in) operating activities (779,979) (24,252)
Cash flows from (used in) investing activities
Purchase of exploration and evaluation assets (Note 5, 8) (2,234,563) -
Acquisition payable, change in non-cash working capital (Note 5) 1,625,280 -
Proceeds from sale of exploration and evaluation asset (Note 8) - 25,000
Net cash flows from (used in) investing activities (609,283) 25,000
Cash flows from (used in) financing activities
Issuance of common shares (Note 12) 5,379,906 -
Share issue costs (Note 12) (312,883) -
Principal payments on lease obligations (Note 11) (11,725) -
Net cash flows from financing activities 5,055,298 -
Increase in cash 3,666,036 748
Cash at beginning of year 54,715 53,967
Cash at end of year 3,720,751 $ 54,715

See accompanying notes to the financial statements.



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

1. NATURE OF OPERATIONS AND CONTINUANCE OF BUSINESS

Criterium Energy Ltd. (Formerly Softrock Minerals Ltd.), (“Criterium” or the “Company”) is a public company
incorporated under the Alberta Business Corporations Act with its shares traded on the TSX Venture Exchange.
Criterium carries on the business of oil and gas exploration and development in Indonesia and Canada.

On September 26, 2022, the Company changed its name to Criterium Energy Ltd. from Softrock Minerals Ltd.
The registered and head office address of the Company is Suite 1120 202 — 6" Ave SW, Calgary, Alberta T2P 2R9.

These consolidated financial statements have been prepared on the basis of accounting principles applicable to a
going concern, which assumes that the Company will continue in operation for the foreseeable future and will be able
to realize its assets and discharge its obligations in the normal course of operations.

The Company’s ability to maintain its current level of operations is dependent on its ability to generate sufficient cash
to fund its operations and future business plans. To date, the Company is dependent on revenues from its gross
overriding royalty (“GORR”) interests in certain wells located in Alberta, Canada. This revenue stream is highly
dependent on global commodity prices and decisions by well operators that are outside of the control of management.

The Company continues to incur losses from operations and has an accumulated deficit at December 31, 2022 of
$4,520,418 (2021 - $3,197,273). At December 31, 2022, the Company had cash on hand of $3,720,751 (2021 -
$54,715) and working capital of $1,719,745 (2021 — $67,357). The volatility of commodity prices and capital markets
will continue to have a significant impact on the Company’s revenues and access to capital in the future. These factors
give rise to some uncertainty that may cast doubt as to the Company’s ability to continue as a going concern.

While Management believes the Company will have sufficient cash to discharge its obligations in the normal course of
operations for the short-term, future operations will be dependent upon the raising of sufficient capital, the development
of profitable operations and the corresponding generation of future cash flows. Management believes the going concern
assumption is appropriate for these consolidated financial statements.

The Company has been successful to date in obtaining financing. However, there is no assurance that it will be able
to obtain adequate financing in the future or that such financing will be on terms acceptable to the Company. If the
going concern assumption were not appropriate for these consolidated financial statements, adjustments might be
necessary to the carrying value of assets and liabilities, reported revenues and expenses and the statement of financial
position classifications used.

2. BASIS OF PRESENTATION
Statement of compliance

These consolidated financial statements have been prepared using accounting policies in compliance with International
Financial Reporting Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB”) and
interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”) that were in effect at
January 1, 2022.

The consolidated financial statements were authorized for issue by the Board of Directors on April 18, 2023.
Basis of presentation

These consolidated financial statements of the Company have been prepared on an accrual basis and are based on
historical costs, modified where applicable as disclosed in note 4. The consolidated financial statements are presented
in Canadian dollars unless otherwise noted.



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

2. BASIS OF PRESENTATION (continued)
Functional and reporting currencies

These consolidated financial statements are presented in Canadian dollars, which is the Company’s functional
currency.

Basis of consolidation

These consolidated financial statements include the accounts of the Company and its subsidiaries, which are entities
controlled by the Company. Control is achieved where the Company has the power to govern the financial and
operating policies of an entity so as to obtain benefits from the entity’s activities. The financial statements of subsidiaries
are included in the consolidated financial statements as at the date that control commences until the date that control
ceases. If the Company’s interest in a subsidiary that it has determined it controls, is less than 100%, the interest
attributable to non-controlling shareholders is recognized as non-controlling interest.

When necessary, adjustments are made to the financial statements of subsidiaries to align their accounting policies
with those of the Company.

At December 31, 2022, the Company’s wholly-owned subsidiaries are as follows:

Country of Principal Functional
Entity Incorporation  Activity Currency
Criterium Holding Pte. Ltd. Singapore Holding US Dollar
AWE Asia Limited New Zealand Holding US Dollar
AWE (Satria) NZ Limited New Zealand Operating US Dollar

Intra-group balances and transactions, and any unrealized income and expenses arising from intra-group transactions,
are eliminated. Unrealized losses are eliminated in the same way as unrealized gains but only to the extent that there
is no evidence of impairment.

3. SIGNIFICANT ACCOUNTING POLICIES
Cash
Cash comprises demand deposits held with banks in Canada.
Asset acquisitions

Management’s determination of whether a transaction constitutes a business combination, or an asset acquisition, is
determined based on the criteria in IFRS 3 ‘Business Combinations’. An entity can also apply a ‘concentration test’
that, if met, eliminates the need for further assessment of whether a transaction constitutes the acquisition of a business
or the acquisition of an asset. Under this optional test, where substantially all of the fair value of gross assets acquired
is concentrated in a single asset (or a group of similar assets), the assets acquired would not represent a business.

Entities may elect to apply the concentration test on a transaction-by-transaction basis. In asset acquisitions, the
acquirer identifies and recognizes the individual identifiable assets acquired and liabilities assumed. The consideration
paid is allocated to the individual identifiable assets and liabilities on the basis of their relative fair values at the date of
purchase. When determining the initial measurement of an asset acquisition, the acquirer must assess both the fair
value of the consideration paid as well as the fair value of each individual asset acquired, and liability assumed. The
fair value of the consideration paid determines the cost to be allocated over the group of assets acquired and liabilities
assumed. The fair values of the individual assets and liabilities are used to determine the proportional amount of that
cost to be allocated to the identifiable assets and liabilities that make up the transaction.



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign currency
Foreign currency transactions

Foreign currency transactions are translated into the relevant functional currency using the exchange rates prevailing
on the dates of the transactions. At each consolidated statement of financial position date, monetary items denominated
in foreign currencies are translated into the functional currency at the exchange rate on the statements of consolidated
financial position date. Non-monetary items carried at fair value that are denominated in foreign currencies are
translated into the functional currency at the exchange rate on the date when the fair value was measured. Non-
monetary items that are measured based on historical cost in a foreign currency are translated at the exchange rate at
the date of the transaction. Foreign currency differences are generally recognized in the consolidated statement of
(loss) income and comprehensive (loss) income.

Foreign operations

The assets and liabilities of foreign operations are translated into Canadian dollars using the exchange rates as at the
date of the statements of consolidated financial position. The income and expenses of foreign operations are translated
into Canadian dollars using the exchange rates prevailing on the transaction dates.

Foreign currency differences are recognized in other comprehensive income (loss) and accumulated in other reserves
within equity, except to the extent that the translation difference is allocated to non-controlling interests. On the disposal
of a foreign operation, such exchange differences are reclassified from other reserves to the consolidated statement
of (loss) income.

Financial instruments
The classification and measurement of the Company’s financial instruments are set out below:
Financial assets
Recognition and measurement of financial assets

The Company recognizes a financial asset when it becomes a party to the contractual provisions of the
instrument.

Classification of financial assets

The Company classifies financial assets at initial recognition as financial assets: measured at amortized cost,
measured at fair value through other comprehensive income (“FVTOCI”) or measured at fair value through profit
or loss (“FVTPL”).

Financial assets measured at amortized cost

A financial asset that meets both of the following conditions is classified as a financial asset measured at
amortized cost.

e The Company’s business model for such financial assets is to hold the assets in order to collect
contractual cash flows.

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

A financial asset measured at amortized cost is initially recognized at fair value plus transaction costs directly
attributable to the asset. After initial recognition, the carrying amount of the financial asset measured at
amortized cost is determined using the effective interest method, net of impairment loss, if necessary.

The Company’s cash and amounts receivable are classified as financial assets measured at amortized cost.



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Derecognition of financial assets

The Company derecognizes a financial asset if the contractual rights to the cash flows from the asset expire, or
the Company transfers substantially all the risks and rewards of ownership of the financial asset. Any interests
in transferred financial assets that are created or retained by the Company are recognized as a separate asset
or liability. Gains and losses on derecognition are generally recognized in the statements of consolidated (loss)
income and comprehensive (loss) income.

However, gains and losses on derecognition of financial assets classified as FVTOCI remain within accumulated
other comprehensive loss.

Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses on financial assets that are measured at
amortized cost.

At each reporting date, the Company measures the loss allowance for the financial asset at an amount equal to
the lifetime expected credit losses if the credit risk on the financial asset has increased significantly since initial
recognition. If at the reporting date, the financial asset has not increased significantly since initial recognition,
the Company measures the loss allowance for the financial asset at an amount equal to twelve month expected
credit losses. The Company shall recognize in the statement of (loss) income and comprehensive (loss) income,
as an impairment gain or loss, the amount of expected credit losses (or reversal) that is required to adjust the
loss allowance at the reporting date to the amount that is required to be recognized.

Financial liabilities
Recognition and measurement of financial liabilities

The Company recognizes financial liabilities when it becomes a party to the contractual provisions of the
instruments.

Classification of financial liabilities

The Company recognizes financial liabilities at initial recognition as financial liabilities: measured at amortized
cost or measured at FVTPL.

Financial liabilities measured at amortized cost

A financial liability at amortized cost is initially measured at fair value less transaction cost directly attributable
to the issuance of the financial liability. Subsequently, the financial liability is measured at amortized cost
based on the effective interest rate method.

The Company’s accounts payable, accrued liabilities and acquisition payable are classified as financial
liabilities measured at amortized cost.

Financial liabilities measured at FVTPL

A financial liability measured at FVTPL is initially measured at fair value with any associated transaction costs
being recognized in the statements of consolidated (loss) income and comprehensive (loss) income when
incurred. Subsequently, the financial liability is re-measured at fair value, and a gain or loss is recognized in
the statements of consolidated (loss) income and comprehensive (loss) income in the reporting period in
which it arises.

The Company does not have any liabilities classified as financial liabilities measured at FVTPL.



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Derecognition of financial liabilities

The Company derecognizes a financial liability when the financial liability is discharged, cancelled or expired.
Generally, the difference between the carrying amount of the financial liability derecognized and the
consideration paid and payable, including any non-cash assets transferred or liabilities assumed, is recognized
in the statements of consolidated (loss) income and comprehensive (loss) income.

Offsetting financial assets and liabilities

Financial assets and liabilities are offset and the net amount is presented in the statements of consolidated
financial position only when the Company has a legally enforceable right to offset the recognized amounts and
intends either to settle on a net basis, or to realize the asset and settle the liability simultaneously.

Revenue recognition

Criterium collects royalties on production from gross overriding royalty interests that are tied to underlying third-party
oil and gas leases. The continuation of a lease is typically dependent on the holder thereof continuing to produce
hydrocarbons and maintaining the lease in good standing. Accordingly, Criterium’s performance obligations with
respect to production royalties are satisfied over time, as petroleum and natural gas are produced. Royalty revenue
from the sale of crude oil, natural gas liquids and natural gas is recognized as it accrues in accordance with the terms
of the royalty agreement, which is generally in the month when the product is produced.

Royalty revenue is measured at fair value of the consideration received or receivable when management can reliably
estimate the amount, pursuant to the terms of the royalty agreement. An accrual is included in revenue and accounts
receivable for amounts not received at the reporting date based on reported production volumes and current market
prices. Differences between the estimates and actual amounts are adjusted and recorded in the period when the actual
amounts are received.

Exploration and evaluation assets

Pre-exploration costs

Pre-exploration costs are expensed in the period in which they are incurred.
Exploration and evaluation expenditures

Exploration expenditures are expensed as incurred until an economic feasibility study has established the presence of
proven and probable reserves, at which time exploration expenditures incurred on the property thereafter are
capitalized.

Gains and losses on disposal of capitalized oil and gas property costs are determined by comparing the proceeds from
disposal with the net book value of the related costs and are recognized within “other income” or “other expenses” the
statements of consolidated (loss) income and comprehensive (loss) income.

Oil and natural gas exploration and evaluation expenditures
Recognition and measurement

Costs of exploring for and evaluating oil and natural gas properties are initially capitalized within exploration and
evaluation assets. Such exploration and evaluation costs may include costs of license acquisition, technical services
and studies, seismic acquisition, exploration drilling and testing, directly attributable overhead and administration
expenses and the projected costs of retiring the assets (if any), but do not include exploration or evaluation costs
incurred prior to having obtained the legal rights to explore an area, which are expensed directly to the statements of
consolidated (loss) income and comprehensive (loss) income as they are incurred.



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Oil and natural gas exploration and evaluation expenditures (continued)

Exploration and evaluation assets are not amortized, but are assessed for impairment if (i) sufficient data exists to
determine technical feasibility and commercial viability, and (ii) facts and circumstances suggest that the net book value
exceeds the recoverable amount. These assets are subject to technical, commercial and management review to
confirm the continued intent to develop and extract the underlying resources. If an area or exploration well is no longer
considered commercially viable, the assets may be transferred to intangible assets when it meets the recognition
criteria for intangible assets. Not proceeding with development of the asset is an impairment indicator, and as a result
of the decision, impairment testing would be performed.

When management determines with reasonable certainty that an exploration and evaluation asset will be developed,
as evidenced by the classification of proved or probable reserves and the appropriate internal and external approvals,
the asset is first tested for impairment and then reclassified to property, plant and equipment.

Impairment of non-financial assets

The net book value of the Company’s non-financial assets, other than exploration and evaluation assets and deferred
tax assets, are reviewed at each reporting date to determine whether there is any indication of impairment. If any such
indication exists, then the asset’s recoverable amount is estimated. Exploration and evaluation assets are assessed
for impairment when they are reclassified to property, plant and equipment and also if facts and circumstances suggest
that the net book value exceeds the recoverable amount.

For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of assets
(the “cash-generating unit” or “CGU”). The recoverable amount of an asset or a CGU is the greater of its value in use
(“VIU”) and its fair value less costs to sell (“FVLCS”).

In assessing VIU, 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. VIU is generally
computed by reference to the present value of the future cash flows expected to be derived from production of proved
and probable reserves.

In assessing FVLCS cost to sell, the fair value reflects the price a market participant would be willing to pay to acquire
the asset or CGU less selling costs to complete the transaction. Fair value is generally determined based on recent
transactions, crown land sales and other market metrics.

Exploration and evaluation assets are allocated to the CGUs on a geographical basis when they are assessed for
impairment, both at the time of any triggering facts and circumstances as well as upon their eventual reclassification to
petroleum and natural gas properties in property, plant and equipment.

An impairment loss is recognized if the net book value of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognized in net income or loss. Impairment losses recognized in respect of CGUs
reduce the net book value of the other assets in the unit (group of units) on a pro rata basis.

An impairment loss recognized in prior years is assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s net book value
does not exceed the net book value that would have been determined, net of depletion and depreciation or amortization,
if no impairment loss had been recognized.

10



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Joint arrangements

The Company currently conducts a substantial amount of its activities jointly with others through jointly controlled
operations which involve the use of assets and other resources of the Company and other venturers rather than the
establishment of a corporation, partnership or other entity. The consolidated financial statements include only the
Company’s proportionate share of jointly controlled sale or use of its share of the joint venture’s output, together with
its share of the expenses incurred by the joint venture, and any expenses it incurs in relation to its interest in the joint
venture.

Basic and diluted per share amounts

Basic per share amounts are calculated by dividing net income or loss attributable to common shareholders by the
weighted average number of common shares outstanding during the period. Diluted earnings per share amounts are
calculated using the treasury stock method which adjusts the weighted average number of common shares outstanding
by the effects of all dilutive potential common shares, which comprise, warrants, and share options granted to
employees.

Share capital

Financial instruments issued by the Company are classified as equity only to the extent that they do not meet the
definition of a financial asset or liability. The Company’s common shares, warrants, and options are classified as equity
instruments. Incremental costs directly attributable to the issue of common shares are recognized as a deduction from
equity, net of any tax effects. Warrants are classified as either a financial liability or equity consistent with the principles
in IAS 32 ‘Financial Instruments: Presentation’. The Company determined that the warrants issued as part of the units
were equity classified.

Measurement of equity instruments issued in private placements

The Company uses the residual value method with respect to the measurement of shares and warrants issued as
private placement units. The residual value method first allocates value to the more easily measurable component
based on fair value and then the residual value, if any, to the less easily measurable component.

The fair value of the common shares issued in private placements are determined to be the more easily measurable
component and as such are valued at their fair value, as determined by the closing quoted bid price on the
announcement date. The balance, if any is allocated to the attached warrants and is recorded as such.

Stock-based compensation

Stock-based compensation is recorded in the statements of consolidated (loss) income and comprehensive (loss)
income for all options granted on a graded basis over the vesting period of the option with a corresponding increase
recorded as contributed surplus. Compensation expense is based on the estimated fair values of the options at the
time of the grant as determined using a Black-Scholes option pricing model. The Company incorporates an estimated
forfeiture rate, based on historical data, when determining compensation expense for stock options that will not vest.

Upon the exercise of the stock options, consideration paid together with the amount previously recognized in
contributed surplus is recorded as an increase in share capital. In the event that vested options expire, previously
recognized compensation expense associated with such stock options is not reversed.

Equity-settled stock-based payment transactions with parties other than employees and those providing similar
services are measured at the fair value of the goods or services received, except where that fair value cannot be
estimated reliably, in which case they are measured at the fair value of the equity instruments granted, measured at
the date the entity obtains the goods or the counterparty renders the service.

11



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Provisions

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive obligation that
can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risk specific to the liability. Provisions are not recognized for future
operating losses. Further details on specific provisions are as follows:

Decommissioning liabilities

The Company recognizes the estimated liability associated with decommissioning at the time the asset is acquired and
the liability is incurred. The estimated present value of the future payments of the decommissioning liability is recorded
as a long-term liability, with a corresponding charge recognized through the statement of (loss) income and
comprehensive (loss) income. Amounts are discounted using the risk-free rate. The liability amount is increased each
reporting period due to the passage of time and the amount of accretion is charged to the statements of consolidated
(loss) income and comprehensive (loss) income in the period.

The liability can also increase or decrease due to changes in the estimated timing of cash flows, changes to the risk-
free rate or changes in the original estimated undiscounted cost. The change in the provision is recognized through
the statement of (loss) income and comprehensive (loss) income. Actual costs incurred upon settlement of
decommissioning liabilities are charged against the decommissioning liability to the extent of the liability recorded.

Onerous contracts

A provision for onerous contracts is recognized when the expected benefits to be derived by the Company from a
contract are lower than the unavoidable cost of meeting its obligation under the contract. The provision is measured at
the present value of the lower of the expected cost of terminating the contract and the expected net costs of continuing
with the contract.

Leases

The Company assesses whether a contract is a lease based on whether the contract conveys the right to control the
use of an underlying asset for a period of time in exchange for consideration. The Company allocates the consideration
in the contract to each lease component on the basis of their relative stand-alone prices.

Leases are recognized as a Right-of-Use (“ROU”) asset and a corresponding lease liability at the date on which the
leased asset is available for use by the Company. Assets and liabilities arising from a lease are initially measured on
a present value basis. These payments are discounted using the Company’s incremental borrowing rate when the rate
implicit in the lease is not readily available. The Company uses a single discount rate for a portfolio of leases with
reasonably similar characteristics. Lease payments are allocated between the liability and finance costs. The finance
cost is charged to the statement of (loss) income and comprehensive (loss) income over the lease term.

The lease liability is measured at amortized cost using the effective interest method. It is re-measured when there is a
change in the future lease payments arising from a change in an index or rate, if there is a change in the amount
expected to be payable under a residual value guarantee or if there is a change in the assessment of whether the
Company will exercise a purchase, extension or termination option that is within the control of the Company.

When the lease liability is re-measured, a corresponding adjustment is made to the carrying amount of the ROU asset
or is recorded in the statements of (loss) income and comprehensive (loss) income if the carrying amount of the ROU
asset has been reduced to zero.

12



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Leases (continued)

The ROU asset is initially measured at cost, which comprises the initial amount of the lease liability, any initial direct
costs incurred, and an estimate of costs to dismantle and remove the underlying asset or to restore the site on which
it is located less any lease payments made at or before the commencement date. The ROU asset is depreciated, on a
straight-line basis, over the shorter of the estimated useful life of the asset or the lease term. The ROU asset may be
adjusted for certain re-measurements of the lease liability and impairment losses. Leases that have terms of less than
twelve months or leases on which the underlying asset is of low value are recognized as an expense in the statements
of consolidated (loss) income and comprehensive (loss) income on a straight-line basis over the lease term of 56
months. A lease modification will be accounted for as a separate lease if the modification increases the scope of the
lease and if the consideration for the lease increases by an amount commensurate with the stand-alone price for the
increase in scope. For a modification that is not a separate lease or where the increase in consideration is not
commensurate, at the effective date of the lease modification, the Company will re-measure the lease liability using
the Company’s incremental borrowing rate, when the rate implicit to the lease is not readily available, with a
corresponding adjustment to the ROU asset. A modification that decreases the scope of the lease will be accounted
for by decreasing the carrying amount of the ROU asset, and recognizing a gain or loss in net loss that reflects the
proportionate decrease in scope.

ROU assets are assessed for impairment on initial recognition and subsequently on an annual basis, at a minimum.
ROU assets subject to leases that have become onerous in nature are adjusted by the amount of any provision for
onerous leases.

During the year ended December 31, 2022, the Company expensed $nil (2021 - $600) for short-term leases.
Government grants and assistance

Government grants or assistance is recognized when there is reasonable assurance that the funds will be received
and all conditions of the assistance will be met. Government assistance related to assets and liabilities are recorded
as a reduction of the asset’s or liability’s carrying value. Claims under government assistance programs related to
income are recorded as a reduction of the related expense in the period in which eligible expenses were incurred or
when the services have been performed.

The Company participated in the Alberta Site Rehabilitation Program (“SRP”) which began in 2021 and has received
approval for government funding to assist with abandonment activities. The Company does not recognize any of the
grant income until completion of the individual projects. During the year ended December 31, 2022, the Company
recorded a reduction in decommissioning liabilities of $9,500 (2021 - $43,282) with the offset being recorded as
government grant income in the statements of consolidated (loss) income and comprehensive (loss) income.

Income taxes
Current tax:

Current tax assets and liabilities for the current period are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted, at the reporting date, in the country where the Company operates and generates taxable
income.

Current income tax relating to items recognized directly in other comprehensive income or equity is recognized in other
comprehensive income or equity and not in the statements of consolidated (loss) income and comprehensive (loss)
income. Management periodically evaluates positions taken in the tax returns with respect to situations in which
applicable tax regulations are subject to interpretation and establishes provisions where appropriate.
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CRITERIUM ENERGY LTD.
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Notes to the Consolidated Financial Statements
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Income taxes (continued)
Deferred tax:

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

The carrying amount of deferred income tax assets is reviewed at the end of each reporting period and recognized
only to the extent that it is probable that sufficient taxable profit will be available to allow all or part of the deferred
income tax asset to be utilized.

Deferred 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 enacted or substantively enacted
by the end of the reporting period.

Deferred tax assets and deferred income tax liabilities are offset, if a legally enforceable right exists to offset current
tax assets against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.

Operating segments

An operating segment is a component of an entity (i) that engages in business activities from which it may earn
revenues and incur expenses (including revenues and expenses relating to transactions with other components of the
same entity), (ii) whose operating results are regularly reviewed by the entity's management, and (iii) for which discrete
financial information is available.

At December 31, 2022, the Company has two operating segments, one being the acquisition, exploration and
development of oil and gas properties in Indonesia and the second being oil and gas royalties from properties in
Canada.

The chief operating decision-maker, who is responsible for allocating resources and assessing performance of
operating segments, has been identified as the Chief Executive Officer of the Company.

Future accounting pronouncements

Several new accounting standards, and amendments to standards and interpretations, have been issued but are not
yet effective for the current period ended December 31, 2022. None of these changes have been early adopted nor
are they considered by management to be significant or likely to have a material impact on the Company’s consolidated
financial statements.

4. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of these consolidated financial statements requires management to make certain estimates, judgments
and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses during the year.
Accordingly, actual results could differ from these estimated amounts. Significant estimates and judgments used in the
preparation of the consolidated financial statements include, but are not limited to, those areas discussed below.

Estimates

The key areas of estimates that have a significant risk of causing material adjustment to the amounts recognized in the
consolidated financial statements are:

Exploration and evaluation costs

Certain exploration and evaluation costs are initially capitalized with the intent to establish commercially viable
reserves. The Company is required to make estimates and judgments about the future events and circumstances
regarding the economic viability of extracting the underlying resources.
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4. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
Estimates (continued)

The costs are subject to technical, commercial and management review to confirm the continued intent to develop and
extract the underlying resources. Unsuccessful drilling, or changes to project economics, resource quantities, expected
production techniques, production costs and required capital expenditures, are important factors when making this
determination. If a judgment is made that the extraction of resources is not viable, the associated exploration and
evaluation costs are impaired and charged to net income or loss.

Decommissioning liabilities and other provisions

The Company recognizes liabilities for the future decommissioning and restoration of property, plant and equipment.
These provisions are based on estimated costs, which take into account the anticipated method and extent of
restoration, technological advances and the possible future use of the site. Actual costs are uncertain and estimates
can vary as a result of changes to relevant laws and regulations, the emergence of new technology, operating
experience and prices. The expected timing of future decommissioning and restoration may change due to certain
factors, including reserve life. Changes to assumptions related to future expected costs, discount rates and timing may
have a material impact on the amounts presented. Other provisions are recognized in the period in which it becomes
probable that there will be a future cash outflow.

Deferred taxes

Deferred tax assets are recognized when it is considered probable that unused tax losses, tax credits and deductible
temporary differences will be recovered in the foreseeable future. To the extent that future taxable income and the
application of existing tax laws in each jurisdiction differ significantly from the Company’s estimate, the ability of the
Company to realize the deferred tax asset could be impacted.

Deferred tax liabilities are recognized for taxable temporary differences. The Company records a provision for the
amount that is expected to be settled, which requires the application of judgment as to the ultimate outcome. Deferred
tax liabilities could be impacted by changes in the Company’s estimate of the likelihood of a future outflow, the expected
settlement amount, and the tax laws in the jurisdiction in which the Company operates.

Fair value of financial instruments
The estimated fair value of financial assets and liabilities, by their very nature, are subject to measurement uncertainty.
Stock-based compensation

Expenses recorded for stock-based compensation require the input of highly subjective assumptions including the
historical volatility of the Company’s share price, estimated forfeiture, expected life, the estimated fair value of the
options at the time of grant, and the risk-free interest rate. Accordingly, those amounts are subject to measurement
uncertainty.

Impairment of assets

The allocation of assets into CGU’s requires significant judgment and interpretations with respect to the integration
between assets, the existence of active markets, similar exposure to market risks, shared infrastructures, and the way
in which management monitors the operations.

Impairment of Non-Financial Assets

In assessing impairment, management estimates the recoverable amount of each asset or CGU based on expected
future cash flows and uses an interest rate to discount them. Estimation uncertainty relates to assumptions about future
operating results and the determination of a suitable discount rate.
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4. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
Judgments

The key areas of judgment that have a significant risk of causing material adjustment to the amounts recognized in the
consolidated financial statements are:

Asset acquisitions

Management uses judgment when determining whether a transaction constitutes a business combination or an asset
acquisition based on the criteria in IFRS 3 ‘Business Combinations’.

Amortization of E&E assets

The Company applies judgement with respect to its determination that none of its exploration and evaluation assets
have reached a feasible stage of operations to warrant capitalization as developed and producing assets.

Establishing Cash-Generating Units (“CGU’)

For the purpose of assessing impairment of its long-term assets, the Company determines the CGU, defined as being
the smallest identifiable group of assets that generates cash inflows that are largely independent of the cash inflows
from other assets or groups of assets. The determination of the CGU and the classification of the Company’s assets
to the determined CGU require significant judgment having a potentially significant incidence on the result of the
subsequent impairment analysis. The Company periodically reviews the determination of the CGU and the
corresponding grouping of the Company’s assets, including its assets classified as common assets.

Financial instruments

The Company is required to classify its various financial instruments into certain categories for the financial instruments’
initial and subsequent measurement. This classification is based on management’s judgment as to the purpose of the
financial instrument and to which category is most applicable.

Going concern

Management has applied judgment in the assessment of the Company’s ability to continue as a going concern when
preparing the consolidated financial statements. Management prepares the consolidated financial statements on a
going concern basis unless management either intends to liquidate the entity or to cease trading or has no realistic
alternative but to do so. In assessing whether the going concern assumption is appropriate, management takes into
account all available information about the future, which is at least, but is not limited to, twelve months from the end of
the reporting period. Management considers a wide range of factors relating to current and expected profitability and
potential sources of financing.

Impairment of E&E Assets

The Company’s exploration and evaluation assets are evaluated every reporting period to determine whether there are
any indications of impairment. If any such indication exists, a formal estimate of recoverable amounts is performed,
and an impairment loss is recognized to the extent that the carrying amount exceeds the recoverable amounts. The
recoverable amount of an asset or cash generating group of assets is measured at the higher of fair value less costs
to sell and value in use. The evaluation of asset carrying values for indications of impairment includes consideration of
both external and internal sources of information, including such factors as market and economic conditions, commodity
prices, future plans for the Company’s mineral properties and mineral resources and/or reserve estimates.
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4. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
Judgments (continued)
Impairment of Non-Financial Assets

Judgment is required to assess when indicators of impairment or impairment reversal exist and when a calculation of
the recoverable amount is required. The Company’s oil and gas properties are reviewed at each reporting date to
assess whether there is any indication of impairment or impairment reversal. The assessment considers significant
changes in reservoir performance including forecasted production volumes, forecasted royalty, operating, capital and
abandonment and reclamation costs, forecasted oil and gas prices and the resulting cash flows from proved plus
probable oil and gas reserves.

Taxes

The Company recognizes deferred tax assets to the extent that it is probable that future taxable profits will be available
to utilize the Company’s deductible temporary differences which are based on management’s judgment on the degree
of future taxable profits. To the extent that future taxable profits differ significantly from the estimates impacts the
amount of the deferred tax assets management judges is probable.

5. ACQUISITION

On December 20, 2022, the Company entered into an arrangement agreement to acquire all of the issued and
outstanding shares of AWE Asia Limited. (“AWE”), a privately held New Zealand company (the “Transaction”).

Under the terms of the Transaction, Criterium agreed to pay $2.2 million ($1.6 million USD) to the shareholder of AWE.
In addition, the Criterium incurred $62,097 in closing costs. Under the terms of the agreement, Criterium is required to
fund the purchase price in the following tranches:

¢ On closing of the agreement $400,000 USD (paid);

e On or before March 31, 2023 $300,000 USD;

e On or before June 30, 2023 $300,000 USD;

e On or before September 30, 2023 $300,000 USD; and
e On or before December 31, 2023 $300,000 USD.

The Company concluded that substantially all the fair value of AWE’s assets were concentrated in a single identifiable
asset, the exploration and evaluation expenditures on the Bulu PSC. Consequently, the acquisition of AWE was
accounted for as an asset acquisition in accordance with the concentration test permitted under IFRS 3, Business
Combinations. At December 31, 2022, the balance owing on the acquisition was $1.6 million ($1.2 million USD). The
acquisition payable is non-interest bearing and the carrying amount approximates fair value due to its short-term nature.

The net assets acquired by the Company were estimated at a fair value of $2.2 million ($1.6 million USD) and have
been allocated to exploration and evaluation assets.

6. AMOUNTS RECEIVABLE

The Company’s amounts receivable are non-interest bearing and detailed below:

2022 2021
Trade accounts receivable $ 111,752 $ 50,080
GST receivable 49,077 -

$ 160,829 $ 50,080
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7. RIGHT-OF-USE ASSETS

Buildings _
Cost
Balance, December 31, 2021 $ -
Additions 166,613
Balance, December 31, 2022 $ 166,613
Accumulated Depreciation
Balance, December 31, 2021 $ -
Depreciation 8,926
Balance, December 31, 2022 $ 8,926
Net Book Value December 31, 2021 $ -
Net Book Value December 31, 2022 $ 157,687
8. EXPLORATION AND EVALUATION ASSETS
The following table reconciles the Company’s exploration and evaluation assets:
Oil and gas Mineral
properties properties Total

Cost, at December 31, 2022 and 2021 $ 36,198 $ 55,096 $ 55,096
Acquisition 2,234,563 - 2,234,563
Effect of movements in exchange rates (5,667) - (5,667)
Cost, at end of the year 2,265,094 55,096 2,283,992
Accumulated impairment, beginning and

end of the year 36,198 55,096 55,096
Net Book Value, December 31, 2021 $ -3 - $ -
Net Book Value, December 31, 2022 $ 2228896 $ - $ 2,228,896

During the year ended December 31, 2018, Criterium staked two mineral claims in the Shatford Lake area, 282
kilometers north of Winnipeg, Manitoba. The claims cover an area of 472 hectares and are prospective for lithium.

During the year ended December 31, 2021, the Company sold the Shatford Lake claims for gross proceeds of $25,000.
As partial consideration, the purchaser granted the Company a 2% Net Smelter Return Royalty on the claims, one-half
of which can be re-purchased at the discretion of the purchaser for $1,000,000. Since all capitalized costs related to
the property had previously been impaired, a gain on sale of $25,000 was recognized in the statements of consolidated
(loss) income and comprehensive (loss) income.

On December 20, 2022, the Company incurred acquisition costs of $2,234,563 for exploration and evaluation assets
on the acquisition of AWE Asia Limited as described in note 5.
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9. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

The Company’s accounts payable and accrued liabilities are non-interest bearing and detailed below:

2022 2021
Trade accounts payable $ 481,905 $ -
Accrued accounts payable 25,650 20,000

$ 507,555 $ 20,000

10. DECOMMISSIONING LIABILITIES

The Company’s decommissioning liabilities result from working interests in oil and natural gas wells. As at December
31, 2022, the Company estimates the total undiscounted amount of cash required to settle its liabilities to be
approximately $31,110 (2021 - $30,063).

2022 2021

Balance, beginning of year $ 29938 % 54,433
Accretion 153 125
Changes in estimates 10,420 42,265
Government grants (9,500) (43,282)
Liabilities settled - (23,603)
$ 31,011 $ 29,938

Accretion expense is included in finance expense in the statements of consolidated (loss) income and comprehensive
(loss) income.

During 2021, the Company abandoned a well under the Government of Alberta’s Site Rehabilitation Program (“SRP”)
whereby qualified contractors (the “Contractors”) apply for grants to assist with the abandonment and reclamation
activities of upstream oil and gas wells, pipelines and associated facilities. The funding is provided directly to the
Contractors by the Government of Alberta. Under the SRP, Criterium recognized government grant income of $9,500
(2021 - $43,282).

During the years ended December 31, 2022 and 2021, the provision for decommissioning liabilities was revised for
changes in the estimated reclamation costs and expected timing for reclamation. The assets to which the revisions
relate to were impaired in a previous fiscal year. As such, these revisions have been included in the statements of
consolidated (loss) income and comprehensive (loss) income.

Due to the uncertainty with respect to the timing of the reclamation, the liability is presented as current in nature. The
Company expects to settle the obligations over the next twelve to eighteen months.

As at December 31, 2022, $42,655 (2021 - $42,205) is held as a reclamation deposit with the applicable regulatory
body as security for the settlement of these obligations.
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11. LEASE OBLIGATIONS

The Company’s leases comprise only fixed payments over the term of the lease.

Office Furniture Total
Lease liability
Balance, December 31, 2021 $ - $ - -
Non-cash changes
Addition 126,020 40,593 166,613
Accretion 4,675 1,504 6,179
Cash flows
Principal payments (8,725) (3,000) (11,725)
Balance, December 31, 2022 $ 121,970 $ 39,097 161,067
Maturity analysis — contractual undiscounted cash flows
Less than one year $ 34,900 $ 12,000 46,900
One to two years 34,900 12,000 46,900
Two to three years 38,390 12,000 50,390
Three to four years 41,880 12,000 53,880
Four to five years 20,940 6,000 26,940
Total undiscounted lease liabilities 171,010 54,000 225,010
Effect of discounting (49,040) (14,903) (63,943)
Total lease liabilities 121,970 39,097 161,067
Less current portion (17,795) (6,575) (24,370)
Long-term portion $ 104,175 $ 32,522 136,697
12. SHARE CAPITAL
Authorized Share Capital
Unlimited number of:
¢ Common shares without nominal par value.
e First and second preferred shares issuable in series.
Issued and Outstanding Common Shares
Shares Amount
Balance, December 31, 2020 and 2021 44,852,927 3,061,457
Issued on private placement 134,497,660 5,379,906
Severance shares issued on closing of 1,786,324 71,453
private placement
Share issue costs - (351,504)
181,136,911 8,161,312
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12. SHARE CAPITAL (continued)

On September 26, 2022, the Company closed a private placement (the "2022 Private Placement") for gross proceeds
of $5,379,906, issuing 134,497,660 units at $0.04 per unit. Each unit consists of one common share and one warrant
exercisable for one common share at an exercise price of $0.04 for a period of 5 years from the date of issuance. All
shares and warrants issued under the 2022 Private Placement were subject to a statutory four-month hold period from
the date of closing.

The warrants issued under the 2022 Private Placement will vest and become exercisable as to one-third upon the 20-
day volume weighted average trading price of the common shares on the TSXV (the "Market Price") equal to or
exceeding $0.055 per common share, an additional one-third upon the Market Price equal to or exceeding $0.065 per
common share and the final one-third upon the Market Price equal to or exceeding $0.08 per common share. The
expiry date of these warrants is September 26, 2027. These warrants have all vested as the three thresholds have
been met but are not available to be exercised until the Company undertakes to consolidate the warrants at an exercise
price of $0.05 per common share.

In accordance with the Company’s accounting policy, the gross proceeds of the 2022 Private Placement were allocated
to common shares and share purchase warrants using the residual method, with proceeds being allocated to the
common shares first based on the market value of the shares at the time of issuance.

On September 26, 2022, the former executives of the Company were issued 1,786,324 severance shares at a deemed
price of $0.04 per common share, the fair value of the shares at issuance, and a cash liability of $30,623 for the
withholding taxes on those shares was recorded to salaries and benefits. $71,453 was recognized as stock-based
compensation.

Stock Option Plan

The Company may grant options to directors, officers, employees, and technical consultants of the Company. The
maximum number of shares reserved for issuance under all securities compensation arrangements is limited to 10%
of the Company's total number of issued and outstanding shares. The maximum number of shares that may be issued
to any officer, director or employee shall not exceed 5% of the total number of issued and outstanding shares. The
maximum number of shares that may be issued to technical consultants, including investor relations consultants, shall
not exceed 2% of the total number of issued and outstanding shares. Under the plan, options are exercisable upon
issuance and an option's maximum term is five years.

On April 14, 2020, the Company granted 2,100,000 options to officers and directors. The options have a term of 5
years and an exercise price of $0.05 and were valued using the Black Scholes model using an average volatility of
177%, a risk-free rate of 0.42% and a dividend rate of nil%. The options vest one-third immediately and one-third on
each of the first and second anniversary of the grant date and were granted when the stock price was trading at $0.01.
Total compensation expense recognized during the year ended December 31, 2022 in respect of these options was
$566 (December 31, 2021 - $3,172). For the year ended December 31, 2022, the total unvested stock-based
compensation expense with respect to these options was $nil (December 31, 2021 - $566). On September 26, 2022,
1,200,000 of the April 14, 2025 options were cancelled.

On June 22, 2020, the Company granted 1,500,000 options to officers and directors. The options have a term of 5
years and an exercise price of $0.05 and were valued using the Black Scholes model using an average volatility of
180%, a risk-free rate of 0.33% and a dividend rate of nil%. The options vest one-third immediately and one-third on
each of the first and second anniversary of the grant date and were granted when the stock price was trading at $0.015.

Total compensation expense recognized during the year ended December 31, 2022 in respect of these options was
$1,164 (2021 - $4,978). At December 31, 2022, the total unvested stock-based compensation expense with respect to
these options was $nil (2021 - $1,164). On September 26, 2022, 900,000 of the June 22, 2020 options were cancelled.

21



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

12. SHARE CAPITAL (continued)

On September 26, 2022, the Company granted 1,750,000 options to officers, employees and consultants with each
option having a 5-year term and an exercise price of $0.04. The options were valued using the Black Scholes model
under the following assumptions: share price of $0.04, annualized volatility of 100%, risk-free rate of 3%, expected life
of 5 years and dividend rate of nil%. The options vest one-third on each of the first, second and third anniversary of the
grant date and were granted when the stock price was trading at $0.04. At December 31, 2022, the total unvested
stock-based compensation expense with respect to these options was $44,402 and during the year ended December
31, 2022, $8,504 was recognized as stock-based compensation. On September 26, 2022, 500,000 of the September

26, 2022 options were cancelled.

The continuity of stock options for the year ended December 31, 2022, is as follows:

Weighted Average

Number Exercise Price
$
Balance, December 31, 2020 3,600,000 0.05
Expired (900,000) 0.05
Balance, December 31, 2021 2,700,000 0.05
Cancelled (2,600,000) 0.05
Granted 1,750,000 0.04
Balance, December 31, 2022 1,850,000 0.04
The following stock options were outstanding as at December 31, 2022:
Number Number Exercise Remaining
Expiry date of options  exercisable price life (years)
April 14, 2025 300,000 300,000 $0.05 2.29
June 22, 2025 300,000 300,000 $0.05 248
September 26, 2027 1,250,000 - $0.04 4.74

Warrants

The continuity of share purchase warrants for the year ended December 31, 2022 is as follows:

Number of Weighted Average

Warrants Exercise Price

$

Balance, December 31, 2020 and 2021 15,093,781 0.05
Issued 135,775,160 0.04
Balance, December 31, 2022 150,868,941 0.04

During the year ended December 31, 2022, the Company extended the maturity date of the common share purchase
warrants outstanding at December 31, 2021. The warrants were originally set to expire on June 15, 2020, extended to
June 15, 2022 during the year ended December 31, 2020, and will now expire on June 15, 2023.
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12.

13.

SHARE CAPITAL (continued)

In addition to the warrants issued under the 2022 Private Placement on September 26, 2022, 1,277,500 finder's
warrants were issued to arm's length brokers for their services with each warrant having a 5-year term and an exercise
price of $0.04. The warrants were valued using the Black Scholes model under the following assumptions: share price
of $0.04, annualized volatility of 100%, a risk-free rate of 3%, expected life of 5 years and a dividend rate of nil%. The
warrants are fully vested and were granted when the stock price was trading at $0.04. At December 31, 2022, $38,321
was recognized as share issue costs in relation to these warrants.

The following share purchase warrants were outstanding as at December 31, 2022:

Remaining

Number of Exercise contractual life

Expiry date warrants price (years)

$

June 15, 2023 15,093,781 0.05 0.45
September 26, 2027 1,277,500 0.04 4.74
September 26, 2027 134,497,660 0.04 4.74
150,868,941 0.04 4.31

Restricted share units

On September 26, 2022, 12,750,000 restricted share units ("RSUs") were issued pursuant to the terms of the Share
Incentive Award Plan at a deemed price of $0.04 per common share. The RSUs vest one-third on each of the first,
second and third anniversary of the grant date and each is redeemable for one common share of the Company at the
time of vesting. The RSUs expire December 15, 2025. At December 31, 2022, there were 12,750,000 RSUs
outstanding and non-exercisable (December 31, 2021 - $nil). At December 31, 2022, the total unvested stock-based
compensation expense with respect to these RSUs was $427,174 and during the year ended December 31, 2022,
$82,826 was recognized as stock-based compensation (2021 - $nil), calculated using the fair value of the Company’s
shares at issuance.

CONTRIBUTED SURPLUS

A summary of the changes in the status of contributed surplus is presented below:

2022 2021
Balance, beginning of year $ 245378 $ 237,228
Share issue costs 38,621 -
Stock-based compensation 93,060 8,150
$ 377,059 $ 245,378
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14.

15.

RELATED PARTY TRANSACTIONS AND KEY MANAGEMENT COMPENSATION

The Company has entered into transactions with related parties in the normal course of business that are measured at
the exchange amount, which is the amount of consideration established and agreed to by the related parties, and which
in management's opinion is comparable to amounts that would have been paid to non-related parties. The exchange
amount approximates fair value. Transactions impacting the consolidated financial statements, which are not disclosed
elsewhere in the statements are summarized below. During the year, the Company paid to its directors and officers,
either directly or indirectly, the following amounts:

2022 2021

Stock-based compensation $ 156,169 $ 8,150
Key management compensation 137,158 14,600
Consulting services 63,233 -
Accounting and administrative services (professional fees) 55,465 -
Directors’ fees (consulting fees) 34,167 -
Payroll taxes 30,623 -
Office allowance (general and administrative expenses) 3,949 5,265

$ 480,764 $ 28,015

On October 1, 2022, the Company entered into an office furniture lease agreement with a company controlled by the
CEO and director. The agreement is for a 56 month term and expires on May 31, 2027. The Company is required to
make monthly lease payments, see note 11. The total interest and principal payments made on the lease for the year
ended December 31, 2022 was $3,000 (2021 — $nil).

On October 1, 2022, the Company entered into an office lease agreement with a company controlled by the CEO and
director. The agreement is for a 56 month term and expires on May 31, 2027, see note 11. The Company is required
to make monthly lease payments, see note 11. The total interest and principal payments made on the lease for the
year ended December 31, 2022 was $8,725 (2021 — $nil).

As part of the key management compensation, two officers of the Company have agreed to defer a portion of their
salaries totaling $41,148 (2021 — $nil), included in accounts payable and accrued liabilities.

On September 26, 2022, certain officers and directors, directly and indirectly, subscribed to 22,800,000 units for gross
proceeds of $912,000 under the private placement as disclosed in note 12.

The total amounts included in accounts payable and accrued liabilities at December 31, 2022 for the above items was
$88,973 (2021 -$nil).

CONTINGENT ENVIRONMENTAL REGULATIONS

The Company’s activities are subject to various government laws and regulations relating to the protection of the
environment. These environmental regulations are continually changing in both Canada and abroad, generally are
becoming more restrictive. The Company believes its operations comply in all material respects with all applicable laws
and regulations and has recorded its best estimate of decommissioning liabilities (note 10).

24



CRITERIUM ENERGY LTD.

(formerly Softrock Minerals Ltd.)

Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021
(Expressed in Canadian dollars)

16. RISK AND CAPITAL MANAGEMENT

The Company has determined the estimated fair values of its financial instruments based on appropriate valuation
methodologies; however, considerable judgment is required to develop these estimates. The fair values of the
Company’s financial instruments are not materially different from their carrying values.

Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy according
to the relative reliability of the inputs used to estimate the fair values. The three levels of the fair value hierarchy are:

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

e Level 2 — Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly;
and

e Level 3 — Inputs that are not based on observable market data.

2022 2021

Financial assets

Cash $ 3,720,751 § 54,715
Amounts receivable 160,829 50,080
Reclamation deposit 42,655 42,205
Total financial assets $ 3,924,235 $ 147,000
Financial liabilities

Accounts payable and accrued liabilities $ 507,555 $ 20,000
Acquisition payable 1,625,280 -
Total financial liabilities $ 2,132,835 $ 20,000

Cash is carried at fair value using a level 1 fair value measurement and the amounts receivable, deposits, accounts
payable and accrued liabilities, and acquisition payable approximate their fair value because of the short-term nature
of these instruments.

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board of Directors
approves and monitors the risk management processes, inclusive of documented investment policies, counterparty
limits, and controlling and reporting structures. The type of risk exposure and the way in which such exposure is
managed is provided as follows:

Credit risk

Credit risk is the risk that a party to a financial instrument will fail to discharge an obligation and cause the Company to
incur a financial loss. The Company’s primary exposure to credit risk is on its cash held in bank accounts. The Company
has deposited the cash with a high credit quality financial institution as determined by rating agencies. The risk of loss
is low.

Liquidity risk

Liquidity risk is the risk that the Company will not have sufficient cash to meet its financial obligations as they come
due. The Company’s approach to managing liquidity risk is to forecast its cash flows required for its planned operating,
investing and financing activities so that it will have sufficient liquidity to meet liabilities when due.
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16. RISK AND CAPITAL MANAGEMENT (continued)

As at December 31, 2022, the Company had a cash balance of $3,720,751 (2021 - $54,715) to settle current liabilities
of $2,188,216 (2021 - $49,938). All 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. Amounts due to related parties are without
stated terms of interest or repayment. While the Company’s current cash is sufficient to settle its current liabilities and
certain planned expenditures for the upcoming year, the Company will continue forecasting its cash flows to maintain
liquidity and investigate opportunities to obtain further financing through transactions such as equity placements, debt
or joint venture arrangements, when necessary.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices
will affect the Company’s income or the value of its holdings of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while optimizing the return.

Interest rate risk

Interest rate risk is the risk that the fair values and future cash flows of the Company's financial instruments will fluctuate
because of changes in market interest rates. The Company is exposed to interest rate risk on its bank deposits, which
is insignificant due to their short-term nature. The Company monitors the investments it makes and is satisfied with the
credit ratings of its banks. As at December 31, 2022, the Company held all of its cash with a Canadian chartered bank.

Foreign currency risk

The Company reports its financial results in Canadian dollars but also undertakes transactions denominated in US
dollars, Indonesian Rupiah, and New Zealand dollars (“NZD”). As the exchange rates between the Canadian dollar
and the US dollar, Indonesian Rupiah and NZD fluctuates, the Company recognizes realized and unrealized foreign
exchange gains and losses. As at December 31, 2022, the Company has $2,393 of accounts payable and accrued
liabilities denominated in US dollars and $4,048 in NZD, which are subject to currency risk.

At December 31, 2022, a 10% appreciation or depreciation of the US dollar and NZD against the Canadian dollar would
result in an approximate $644 increase or decrease in the Company’s net loss (2021 — $nil).

The Company does not enter into any financial instruments to hedge currency risk, but the Company monitors its
foreign exchange exposure and considers its exposure to foreign currency risk to be minimal as at December 31, 2022.

Price risk

The oil and gas industry is heavily dependent upon the market price of oil and gas being produced. There is no
assurance that, even if commercial quantities of oil and gas reserves are discovered, a profitable market will exist for
their sale. There can be no assurance that oil and gas prices will be such that the Company’s properties can be
produced at a profit. Factors beyond control of the Company may affect the marketability of any reserves discovered.
The price of oil and gas has experienced volatile and significant price movements over short periods of time and is
affected by numerous factors beyond the Company’s control. The Company’s profitability and ability to raise capital to
fund exploration, evaluation and production activities is subject to risks associated with fluctuations in oil and gas prices.
The Company closely monitors commodity prices, individual equity movements, and the stock market to determine the
appropriate course of action to be taken by the Company.
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17. INCOME TAXES

The Company’s income tax provision differs from that which would be expected from applying the combined effective
federal and provincial tax rate of 23% (2021 — 23%) to the net (loss) income before taxes as follows:

2022 2021
Income (loss) before income tax expense $ (1,323,145) $ 65,574
Expected income tax (recovery) expense (304,323) 15,000
Increase (decrease) in taxes resulting from:
Non-deductible stock-based compensation 37,838 2,000
Other 455 10,000
Change in tax benefits not recognized 266,030 (27,000)
$ - $ -
2022 2021
Deferred tax asset (liability) is comprised of the following:
Exploration and evaluation expenditures (240,501) -
Non-capital loss carryforwards 240,501 -
Net deferred tax asset (liability) $ - $ -

The unrecognized deferred tax assets offset the gross deferred tax assets for which there is no assurance of recovery.
The unrecognized deferred tax assets are evaluated considering positive and negative evidence about whether the
deferred tax assets will be realized. At the time of evaluation, the amount is either increased or reduced.

As at December 31, 2022, the Company has available for deduction, the following tax pools against future taxable
income, and the approximate amounts are:

2022 2021
Non-capital loss carry-forwards $ 1,310,875 $ 1,104,000
Canadian exploration expenditures - 249,000
Foreign exploration and development expenditures - 934,000
Capital losses 17,885 18,000
Decommissioning liabilities 31,011 30,000
Lease obligation 3,380 -
Capital cost allowance 57,736 58,000
Share issue costs 291,186 15,000

$ 1,712,073 $ 2,408,000

The operating loss carry forwards expire from 2026 to 2043.
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18. CAPITAL DISCLOSURES AND MANAGEMENT

The Company’s primary objectives in capital management are to safeguard the Company’s ability to continue as a
going concern in order to provide returns for shareholders and to maintain sufficient funds to finance the acquisition
and exploration of its exploration and evaluation assets. Capital is comprised of the Company’s shareholders’ equity.
The Company manages its capital structure to maximize its financial flexibility making adjustments to it in response to
changes in economic conditions and the risk characteristics of the underlying assets and business opportunities. The
Company does not presently utilize any quantitative measures to monitor its capital and is not subject to externally
imposed capital requirements.

The properties in which the Company currently has an interest are in the exploration stage and do not currently
generate sufficient revenue; as such, the Company is dependent on external financing to fund its activities. The
Company will spend its existing working capital and seek to raise additional amounts as needed by way of equity
financing or debt to carry out its planned corporate development, general administrative costs and exploration and
development programs. The Company will continue to assess new properties and seek to acquire an interest in
additional properties if it feels there is sufficient geologic or economic potential and if it has adequate financial resources
to do so.

19. SEGMENTED INFORMATION

The Company currently operates in two geographically based industry segments: Canada and Indonesia. The
Company’s head office is in Calgary, Canada. The reported income (loss) from operations for the year ended December
31, 2022 and 2021, respectively in each segment is as follows:

Indonesia Canada Total
2022 2021 2022 2021 2022 2021
Net income (loss) $ (21,080) $ - $(1,302,065) $ 65,574 $(1,323,145) $ 65,574
Right-of-use asset $ - % - $ 157687 $ - $ 157687 $ -
Exploration and evaluation assets 2,228,896 - - - 2,228,896 -
Non-current assets $ 2,228,896 $ - $ 157687 $ - $ 2,386,583 $ -

20. SUBSEQUENT EVENTS

Subsequent to December 31, 2022, 6,915,666 warrants expiring June 15, 2023 were exercised for gross proceeds of
$345,783.
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