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DAVID SON & COMPANY LLP Chartered Professional Accountants

INDEPENDENT AUDITOR’S REPORT

To the Shareholders of
First Helium Inc.

Opinion

We have audited the accompanying consolidated financial statements of First Helium Inc. (the “Company”), which comprise
the consolidated statements of financial position as at March 31, 2022 and 2021 and the consolidated statements of loss and
comprehensive loss, cash flows, and changes in shareholders’ equity for the years then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the
Company asat March 31,2022 and 2021, and its financial performanceand its cash flows for the years then ended in accordance
with International Financial Reporting Standards (“IFRS”).

Basis for Opinion

We conducted ouraudit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those
standards are further described in the Auditor's Responsibilities forthe Audit ofthe Consolidated Financial Statements section
ofourreport. We are independent of the Company in accordance with the ethical requirements thatare relevantto our audit of
the consolidated financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that theaudit evidence we have obtained in ouraudit is sufficient and appropriateto providea
basis forouropinion.

Other Information

Managementis responsible for the other information. The other information obtained at the date of this auditor's report includes
Management’s Discussion and Analysis.

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

In connection with our audit ofthe consolidated financial statements, our res ponsibility is to read the other informationand, in
doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated.

We obtained Management’s Discussion and Analysis priorto the date ofthis auditor’s report. If, based on the work we have
performed, we conclude that there is a material misstatement ofthis other information, we are required to report that fact. We
have nothingto report in this regard.

A member of

Q Nexia

International

1200 - 609 Granville Street, PO. Box 10372, Pacific Centre, Vancouver, B.C., Canada V7Y 1G6
Telephone (604) 687-0947 Davidson-co.com



Responsibilities of Management and Those Chargedwith Governance for the Consolidated Financial Statements

Managementis responsible for the preparation and fair presentation ofthe consolidated financial statements in accordance with
IFRS, and forsuch internal control as management determines is necessary to enable the preparation of consolidated financial
statements that are free frommaterial misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, managementis responsible for assessing the Company's ability to continue
as a going concern, disclosing, as applicable, matters related to going concernand using the going concern basis ofaccounting
unless managementeither intends to liquidate the Company orto cease operations, or has no realistic alternativebut todo so.

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

Ourobjectives 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 ofusers taken on the basis ofthese consolidated financial statements.

As part ofan auditin accordance with Canadian generally accepted auditing standards, we exercise professional judgment and
maintain professional skepticismthroughout the audit. We also:

e Identify and assess the risks of material misstatement ofthe consolidated financial statements, whether due to fraud
orerror, design and performaudit procedures responsiveto those risks, and obtain audit evidence thatis sufficientand
appropriate to provide a basis forouropinion. The risk ofnot 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 ofinternal 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 ofthe Company's intemal
control.

e Evaluate the appropriateness ofaccounting policies used and the reasonableness ofaccounting 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 thatmay castsignificant
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 reportto 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 thedate of our auditor's report. However, future events or conditions may causethe Company to cease to continue
as a going concem.

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 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Company to express an opinion on the consolidated financial statements. We are responsible for the
direction, supervision and performance ofthe 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 significantaudit 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 themall relationships and other matters that may reasonably be thought to

bearon ourindependence, and where applicable, related safeguards.

The engagement partner on the audit resulting in this independent auditor’s reportis Daniel Nathan.

)m schon o &744-?/ LP

Vancouver, Canada Chartered Professional A ccountants

July 28, 2022



FIRST HELIUM INC.

Consolidated Statements of Financial Position as at March 31,

(Expressed in Canadian Dollars)

Note 2022 2021
Assets
Current assets:
Cash $ 5,530,473 $ 3,469,367
Cash held in trust 8 - 7,064,412
Accountsreceivable 13 1,732,923 -
Sales taxreceivable 37,609 66,912
Prepaid expense 106,650 22,712
Deferred financing costs 8 - 1,126,277
7,407,655 11,749,680
Property, plantand equipment 4 5,221,307 -
Exploration and evaluation assets 5 7,426,488 4,039,730
Other long-termdeposit 255,129 -
$ 20,310,579 $ 15,789,410
Liabilities and Shareholders' Equity
Current liabilities :
Accounts payable and accrued liabilities 9 $ 2,645,348 $ 1,282,130
Convertible debentures 6 - 2,494,827
2,645,348 3,776,957
Asset retirement obligations 7 908,969 109,147
$ 3,554,317 $ 3,886,104
Shareholders' equity:
Share capital 8 17,411,527 4,503,166
Share subscriptions received in advance 8 - 8,940,600
Reserves 8 1,457,981 106,948
Deficit (2,113,246) (1,647,408)
16,756,262 11,903,306
$ 20,310,579 $ 15,789,410
Nature and continuance of operations (Note 1)
Subsequent events (Note 14)
On behalfofthe Board:
“Edward Bereznicki” Director “Todd Holmstrom” Director

The accompanying notes are an integral part ofthese consolidated financial statements.
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FIRST HELIUM INC.

Consolidated Statements of Loss and Comprehensive Loss

(Expressed in Canadian Dollars)

Note 2022 2021
Revenue

Petroleumand natural gas sales $ 3,568,808 $ -

Directcosts
Accretionexpense 4,900 -
Depletion expense 438,528 -
Royalty expense 164,028 -
Operating costs 407,444 -
(1,014,900) -
Gross profit 2,553,908 -

Expenses

Accountingand compliance 9 178,218 114,150
Accretionexpense 6,7 4,873 19,714
General and administration 59,205 37,262
Investorrelations 9 1,159,234 891
Interestexpense 6 59,880 147,656
Management fees 9 73,700 64,000
Professional fees 112,322 114,179
Property investigation 43,125 -
Rentexpense 9 24,000 24,000
Share-based compensation 1,173,843 -
Transferagentandfiling fees 111,515 -
Traveland promotion 60,835 8,891
(3,060,750) (530,743)

Other items
Interestincome 41,004 4,067
Otherincome - 3,000
41,004 7,067
Loss and comprehensive loss for the year $ (465,838) $ (523,676)
Income (loss) per share —basic and diluted $ (0.01) $ (0.03)

Weightedaverage number of
common s hares outs tanding

— basic anddiluted 49,772,293 18,487,156

The accompanying notes are an integral part ofthese consolidated financial statements.
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FIRST HELIUM INC.

Consolidated Statements of Cash Flows
Forthe Years Ended March 31,
(Expressed in Canadian Dollars)

Notes 2022 2021
OPERATING ACTIVITIES
Loss forthe year $ (465,838) $ (523,676)
Items not involving cash
Accretion expense 7 9,773 19,714
Depletion expense 438,528 -
Interest expense 6 59,880 147,656
Share based compensation 8 1,173,843 -
Shares issued forservices 75,000 -
Change in non-cash working capital items:
Prepaid expense (83,938) (2,889)
Sales taxreceivable 29,303 (63,736)
Accounts payable and accrued liabilities 2,731 (27,182)
Accountsreceivable (1,732,923) -
(@93,641) @50,113)
INVESTING ACTIVITIES
Property, plant and equipment 4 (2,548,115) -
Exploration and evaluation assets 5 (3,742,554) (1,545,898)
Otherlong-termdeposit (255,129) -
(6,545,799) (1,545,398)
FINANCING ACTIVITIES
Proceeds fromshare issuance, net of share issuance costs 8 (129,888) 1,534,517
Proceeds fromwarrants exercised 2,767,034 -
Proceeds fromoptions exercised 4,375 -
Convertible debentures - 2,528,381
Share subscriptions received in advance - 8,940,600
Deferred financing costs (605,388) (475,625)
2,036,133 12,527,873
Increase (decrease) in cashand cashheld in trust (5,003,306) 10,531,862
Cash and cash held in trust, beginning ofthe year 10,533,779 1,917
Cash and cash held in trust, end ofthe year $ 5,530,473 $ 10,533,779
Supplemental information:
Non-cash investing and financing activities:
Exploration and evaluation assets and property, plant and equipment included in
accounts payable and accrued liabilities $ 2,517,202 $ 548,443
Deferred financing costs included in accounts payable and accrued liabilities $ - 8 605,388
Fair value of brokers warrants issued $ 411,868 $ -
Fair value of bonus warrants issued $ - 3 9,464
Fair value transfer of finders warrants exercised $ 225,079 $ -
Fair value transfer of options exercised $ 9,599 $ -
Fair value of finders’ warrants issued included in deferred financing costs $ - 8 45,264
Fair value of finders’ warrants issued in relation to convertible debentures
transaction costs $ - 3 52,220
Reallocation from reserves to share capital from conversion of convertible
debentures $ - $ 26,905
Reclassification of subscriptions received in advance $ 8,940,600 $ 7,500
Recognition of asset retirement obligation $ 790,049 $ -
Deferred financing costs recognized as share issue costs $ 1,450,116 $ -
Shares issued for conversion of convertible debentures $ 2,878,546 $ 1,198,401
Reclassification fom E&E to PPE $ 524,839 $ -
Interest and taxes paid in cash $ -3 -

The accompanying notes are an integral part ofthese consolidated financial statements.
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FIRST HELIUM INC.

Consolidated Statements of Changes in Shareholders’ Equity

(Expressed in Canadian Dollars)

Share
Share Capital subscriptions Total
received in shareholders’
Note Shares Amount advance Reserves Deficit equity
Balance at March 31,2020 10,202,624 1,752,807 $ 7500 §$ 26905 $ (1,123,732) 663,480
Private placements 8 16,376,015 1,670,756 - - - 1,670,756
Shares issued for conversion of convertible debentures 6,8 2,995,008 1,225,306 - (26,905) - 1,198,401
Share issuance cost - (136,239) - - - (136,239)
Share issuance cost— bonus warrants 8 - (9,464) - 9,464 - -
Share subscriptions received in advance 8 - - 8,940,600 - - 8,940,600
Reclassification of subscriptions receivedin advance 8 - - (7,500) - - (7,500)
Finders’ warrants issued in relation to convertible
debentures transaction costs 6,8 - - - 52,220 - 52,220
Finders’ warrants issued as finders’ fees 8 - - - 45,264 - 45,264
Loss forthe year - - - - (523,676) (523,676)
Balance at March 31,2021 29,573,647 4,503,166 $ 8,940,600 $§ 106,948 $§ (1,647,408) 11,903,306
Shares issued fromprivate placement 8 26,228,286 9,179,900 (8,940,600) - - 239,300
Shares issued for conversion of convertible debentures 6,8 9,595,152 2,878,546 - - - 2,878,546
Shares issued forservices 8 214,285 75,000 - - - 75,000
Share issuance cost - (1,819,304) - - - (1,819,304)
Share issuance cost— brokers warrants 8 - (411,868) - 411,868 - -
Warrants exercised 5,893,103 2,992,113 - (225,079) - 2,767,034
Options exercised 12,500 13,974 - (9,599) - 4,375
Share based compensation 8 - - - 1,173,843 - 1,173,843
Loss forthe year - - - - (465,838) (465,838)
Balance at March 31,2022 71,516,973 17,411,527 $ - $1,457,981 § (2,113,246) 16,756,262

The accompanying notes are an integral part ofthese consolidated financial statements.
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FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

1. Nature and continuance of operations

First Helium Inc. (“First Helium” or the “Company”)is a helium, petroleum and natural gas exploration (“P&NG”) and
development company and was incorporated under thelaws ofthe Province of British Columbia on May 10,2016. The address
of the Company's corporatehead office and principal place of business is 550 - 800 West Pender Street, Vancouver, BC, V6C
2Vé6.

On July 12, 2021, the Company begantrading on the TSXVExchange underthe symbol HELI.

The Company’s principal activity is the acquisition, exploration, development, and production of helium and petroleum and
natural gas property interests in Alberta, Canada. The underlying value of the property interests is entirely dependent on the
existence ofeconomically recoverable reserves and the ability ofthe Company to obtain thenecessary financing to bring those
reserves to production.

The business ofexploring forheliuminvolves a high degree ofrisk and there canbe no assurance that planned exploration and
development programs will result in profitable helium operations. The continuance of the Company is dependent upon
completion of the acquisition of the exploration and development properties, the discovery of economically recoverable
reserves, and the ability of the Company to obtain necessary financing to complete the development and future profitable
production or, alternatively, upon disposition of such property at a profit. Changes in future conditions could require material
write downs ofthe carrying values ofthe Company's assets.

Althoughthe Company has taken steps to verify title to the properties on whichit is conducting exploration and in which it has
an interest, in accordance with industry standards for the current stage of operations of such properties, these procedures do not
guarantee the Company's title. Property title may be subject to government licensing requirements or regulations, unregistered
prioragreements, unregistered claims, aboriginal claims, and non-compliance with regulatory and environmental requirements.
The Company’s assets may also be subject to increases in taxes and royalties, renegotiation of contracts, and political
uncertainty.

These consolidated financial statements have been prepared ona going concern basis which assumes thatthe Company will be
able to realize its assets and discharge its liabilities in the normal course ofbusiness operations forthe foreseeable future. As
at March 31,2022, the Company earned $3,568,808 in revenue as a result of oil sales. During the fiscal year 2022, the Conmpany
incurred a netloss 0£'$465,838 and, as at March 31,2022, the Company had a working capital of $4,762,307 and an accumulated
deficit of $2,113,246. Management believes that the Company has sufficient working capital to maintain its operations and
activities forthe next fiscal year.

The Company's ability to continue as a going concern is dependent upon its ability to fund its exploration and development
programs. These consolidated financial statements donot reflect the adjustments to the carrying value ofassets and liabilities
and the reported expenses and statement of financial position classification that would be necessary if the Company were unable
to realize its assets and settle its liabilities as a going concern in the normal course of business operations. Such adjustments
could be material.
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FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

1. Nature and continuance of operations (continued)

In March 2020, the World Health Organization declared the novel coronavirus (“COVID-19”) a global pandemic. This
contagious disease outbreak, which has continued to spread, and any related adverse public health developments, has adversely
affected workforces, economies, and financial markets globally, potentially leading to an economic downturn. It is notpossible
for the Company to predict the duration or magnitude ofthe adverse results ofthe outbreak and its effects on the Company’s
business or ability to raise funds. The Company continues to closely monitor developments in the COVID-19 pandemic,
including the potential impact on the Company's operations. The impact of COVID-19 is uncertain and the pandemic could
have a significantimpact on the Company ifit or its suppliers are notable to maintain operations.

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and interpretations issued by the International
Financial Reporting Interpretations Committee (“IFRIC”).

The consolidated financial statements were approved by the Board of Directors on July 28, 2022.

2. Basis of presentation

The consolidated financial statements havebeen prepared on a historical costbasis, except for financial instruments measured
at fair value. All dollaramounts presented are in Canadian dollars unless otherwise specified. In addition, these consolidated
financial statements havebeen prepared using the accrual basis ofaccounting except for cash flow information.

3. Summary of Significant Accounting Policies
Principles of consolidation

These consolidated financial statements include the accounts of the Company and its wholly-owned subsidiary, 2060547
Alberta Ltd (“AB”). Allinter-company transactions and balances havebeen eliminated upon consolidation.

Critical Judgments and Sources of Estimation Uncertainty

The preparation of these consolidated financial statements requires management to make certain estimates, judgments and
assumptions that affect the reported amounts of assets and liabilities at the date of the consolidated financial statements and
reported amounts of expense during the reporting period. Actual outcomes could differ from these estimates. These
consolidated financial statements include estimates which, by their nature, are uncertain. The impacts of such estimates are
pervasive throughout the consolidated financial statements and may require accounting adjustments based on future
occurrences. Revisions to accounting estimates are recognized in the period in which the estimates are revised and future
periods ifthe revision affects both current and future periods. These estimates are based on historical experience, current and
future economic conditions and other factors, including expectation of future events that are believed to be reasonable under
the circumstances.

Critical Judgments

The following are critical judgments that management has made in the process of applying accounting policies that have the
most significanteffect on the amounts recognized in the consolidated financial statements:

(i) The assessment of the probability of future taxable income in which deferred taxassets can beutilized is based on the
Company’s estimate of future profits or losses adjusted for significantnon-taxable income and expenses and specific limits to
the use of any unused tax loss or credit. If a positive forecast of taxable income indicates the probable use of a deferred tax
asset, especially when it can be utilized without a time limit, that deferred tax assets is usually recognized in full. The
recognition of deferred tax assets that are subject to certain legal or economic limits or uncertainties is assessed individually
by management based on thespecific facts and circumstances. See Note 10 for details.
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FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

3. Summary of Significant Accounting Policies (continued)

(ii) The Company’s long-lived assets are aggregated into cash-generating units (“CGUs”) for the purposes of assessing
and calculating impairment. CGUs are based onan assessmentofthe unit’s ability to generate independent cash inflows. The
determination ofthe Company’s CGUs is subject tomanagement’s judgment.

(iii) The determination that the Company will continue as a going concern for the next year (Note 1).
Estimation Uncertainty

The following are key assumptions concerning the futureand other key sources ofestimation uncertainty thathavea significant
risk ofresulting in a material adjustment to the carrying amountofassets and liabilities within the next financial year:

(i) The assessment of any impairment of exploration and evaluation assets and projects in the development or production
phaseclassified as property, plant, and equipment, is dependent upon estimates of therecoverable amount thattake into account
factors such as reserves, economic and market conditions and the useful lives ofassets. In fiscal 2022 and 2021, managemnent
concludedthatthere were no impairment indicators present and no impairment charge was required.

(ii) Upon retirement of the Company’s exploration and evaluation assets and projects in the development or production
phaseclassified as property, plant, and equipment, the Company will incur dismantling, decommis sioning, and site restoration
costs. Estimates ofthese costs are subject to uncertainty associated with the method, timing and extent of such future activities.
The lLiability, the related asset, and the expense, are impacted by estimates with respect to these uncertainties. See Note 7 for
furtherdetails.

(iii) Estimating reserves requires significant judgement based on geological, geophysical, engineering and economic data.
Estimated changes in expected future cash flows in reported reserves can impact the impairment of assets, decommis sioning
obligations, the economic feasibility ofexploration and evaluation assets and depletion and depreciation of property, plant, and
equipment. As information becomes available, these estimates may change which could have a material impact on eamings.
Further, determining the carrying amount of projects in the development and production phase under property, plant, and
equipment requires significant estimates and judgements in identifying and allocating pre-development costs fromexploration
and evaluation assets.

(iv) The cost of stock options granted to employees, directors and consultants for services received is measured using the
estimated fairvalueat the date ofthe grant determined using the Black-Scholes option pricing model. The Black-Scholes option
pricing modelrequires the inputofsubjective assumptions, including the expected termofthe option and stock price volatility.
The expected termofoptions granted is determined based on historical dataon theaverage hold period before exercise, expiry
or cancellation. Expected volatility is estimated with reference to the historical volatility of the share price of the Company.
These estimates involve inherentuncertainties and the application of management judgment. The costs are recognized over the
vesting period ofthe option. The totalamount recognized as an expense is adjusted to reflect the number ofoptions expected
to vest at each reporting date. The corresponding credit for these costs is recognized in the share-based payment reserve in
shareholders’ equity.

Cash and Cash Equivalents

Cash includes cash on hand and demand deposits. Cash equivalents include short-term, highly liquid investments that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of change in value. As at March
31, 2022 and 2021 the Company did nothaveany cash equivalents.

Cash Held in Trust

Cash held in trust includes amounts held through trust companies pursuantto the Company’s brokered private placement (Note
8).
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FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

3. Summary of Significant Accounting Policies (continued)

Exploration and Evaluation Assets

Pre-exploration costs

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

Once the legalright to explore a property has beenacquired, all costs related to the acquisition, exploration and evaluation of
the properties are capitalized by property. These direct expenditures include such costs as materials used, surveying costs,
drilling costs, payments made to contractors and depreciation on plant and equipment during the exploration phase. Costs not
directly attributable to exploration and evaluationactivities, including general and administrative overhead costs, are expensed
in the yearin which they occur.

When a project is deemed to no longer have commercially viable prospects to the Company, exploration and evaluation
expenditures in respect of that project are deemed to be impaired. As a result, those exploration and evaluation expenditure
costs, in excess of estimated recoveries, are written offto profit orloss.

The Company assesses exploration and evaluation assets for impairment when facts and circumstances suggest thatthe carrying
amount ofan asset may exceed its recoverable amount.

Once the technical feasibility and commercial viability of extracting the mineral resource has been determined, the property is
consideredto be under development andis classified as heliumdevelopment assets. Exploration and evaluationassets are also
tested forimpairment before assets are transferred to development properties.

ImpairmentofLong-lived Assets

At each financial position reporting date, the carrying amounts of the Company’s assets are reviewed to determine whether
there is any indication that those assets are impaired. If any such indication 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 flows that are
independent fromother assets, the Company estimates the recoverable amount ofthe cash-generatingunit (“CGU”) to which
the asset belongs.

An asset’srecoverable amountis the higher of fair value less costs of disposaland valuein use. Fair value is determined as the
price that would be received to sell an asset in an orderly transaction between market participants. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-taxdiscount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. If the recoverable amount of an asset or CGU i
estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount and the
impairment loss is recognized in the profit or loss for the period.

Where an impairment loss subsequently reverses, the carrying amountoftheasset (or CGU) is increased to the revised estimate
of'its recoverable amount, so that the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss beenrecognized for the asset (or CGU) in prioryears. A reversal ofan impairment loss i
recognized immediately in profit orloss.
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FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

3. Summary of Significant Accounting Policies (continued)

Asset Retirement Obligations

The Company recognizes liabilities for statutory, contractual, constructive or legal obligations associated with the retirement
or reclamation of helium, petroleumand natural gas interests (exploration and evaluation assets and property, plant and
equipment). The net present value of future reclamation cost estimates is capitalized to the related assets along with a
corresponding increase in the reclamation provision in the year incurred. Discountrates using a pre-taxrate thatreflect thetime
value of money are used to calculatethe netpresent value. The Company’s estimates of reclamation costs underlying its asset
retirement obligations could change as a result of changes in regulatory requirements, discountrates and assumptions regarding
the amount and timing of the future expenditures. These changes are recorded directly to the related assets (exploration and
evaluationassets and property, plantand equipment), with a corresponding entry to thereclamation provision (asset retirement
obligations). The Company’s estimates are reviewed annually for changes in regulatory requirements, discountrates, effects of
inflation and changes in estimates.

Changes in the net present value, excluding changes in the Company’s estimates ofreclamation costs, are charged to profit or
loss in the yearthe estimates change. The Company has an asset retirement obligationas at March 31,2022 and 2021 (Note 7).

Financial Instruments

Financialassets

Financial assets are classified as either financial assets at fair value through profit or loss, amortized cost, or fair value through
othercomprehensive income. The Company determines the classification of’its financial assets at initial recognition.

a) Fair value through profit orloss (“FVTPL”)— financial assets are classified as fair value through profit or loss if they
do not meet the criteria of amortized cost or fair value through other comprehensive income. Changes in fair value are
recognized in profit or loss.

b) Amortized cost— financial assets are classified and measured at amortized cost if both of the following criteria are
met and the financial assets are not designated as FVTPL: 1) The objective of the Company’s businessmodel for these financial
assetsis to collect their contractual cash flows; and 2) the assets contractual cash flow represents solely payments of principal
and interest.

c) Fair value through other comprehensive income (“FVIOCI”) — financial assets are measured at fair value. Changes
in fair value are recognized initially in other comprehensive income (“OCI”). When the asset is derecognized or reclassified,
changes in fair value previously recognized in OCl and accumulated in equity remain in OCI.

Financial liabilities

All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or other financial liabilities.
Financial liabilities classified as FVTPL include financial liabilities held for trading and financial liabilities designated upon
initial recognitionas FVTPL. Fair value changes on financial liabilities classified as FVTPLare recognized in earnings.

Financial liabilities classified as other financial liabilities are initially recognized at fair value less directly attributable
transaction costs. After initial recognition, other financial liabilities are subsequently measured at amortized cost using the
effective interest rate method. The effective interest rate method is a method of calculating the amortized cost of a financial
liability and ofallocating interest expense over therelevant period. The effective interestrateis theratethat discounts estimated
future cash payments through the expected life of the financial liability, or, where appropriate, a shorter period.

Page 13 029



FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

3. Summary of Significant Accounting Policies (continued)

Financial Instruments (continued)
Impairment of financial assets

The Company assesses all information available, including on a forward-looking basis, the expected credit losses associated
with its assets carried at amortized cost. The impairment methodology applied depends on whether there has been a significant
increase in credit risk. To assess whether there is a significant increase in credit risk, the Company compares the risk of a
default occurring on the asset as at the reporting date, with the risk of default as at the date ofiinitial recognition, based on all
information available, and reasonable and supportive forward-looking information.

Share Capital

Common shares issued by the Company are classified as equity. Costs directly attributable to the issue of common shares, share
purchase warrants and share options are recognized as a deduction from equity, net of any related income tax effects. Costs
related to shares not yet issued are recorded as deferred financing costs. These costs will be deferred until the issuance of the
shares to which the costs relate, at which time the costs willbe charged against the related share capital or charged to operations
if the shares are not issued.

Equity Financing

The Company engages in equity financing transactions to obtain the funds necessary to continue operations and explore and
evaluate mineral properties. These equity financing transactions may involve issuance of common shares or units. Units
typically comprise a certain number of common shares and share purchase warrants. Depending on the terms and conditions
of each equity financing transaction, the warrants are exercisable into additional common shares at a price prior to expiy as
stipulated by the terms ofthe transaction. The Company has adopted the residual value method with respect to the allocation
ofproceedsreceived onsale ofunits to the underlying common shares and share purchase warrants issued as private placement
units. The fair value of the common shares issued in private placements is determined by the closing quoted bid price on the
announcement date. The balance, ifany, is allocated to the attached share purchase warrants.

Current and Deferred Income Taxes

Income tax comprises current and deferred tax. Income tax is recognized in the statement of loss and comprehensive loss,
except to the extentthat it relates to items recognized directly in equity, in which casetheincome taxis also recognized directly
in equity.

Current Income Tax

The current income tax charge is calculated on the basis of the tax laws enacted or substantially enacted at the staterent of
financial position date in the countries where the Company’s subsidiary operates and generates taxable income. Management
periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate onthe basis of amounts expected to be paid to the taxauthorities.

Deferred Income Tax

Deferred income taxis recognized, using the liability method, on temporary differences arising between thetaxbases of assets
and liabilities and their carrying amounts in the financial statements. However, the deferred income taxis not accounted for if
it arises frominitial recognition ofan asset or liability in a transaction other than a business combination that at the time ofthe
transaction affects neither accounting nor taxable profit orloss. Deferred income tax is determined using taxrates (and laws)
that have been enacted or substantially enacted by the statementof financial position date and are expected to apply when the
related deferred income taxasset is realized or the deferred income taxliability is settled.

Deferred income taxassets are recognized only to the extent thatit is probable that future taxable profit willbe available agamst
which the temporary differences can be utilized.
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FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

3. Summary of Significant Accounting Policies (continued)

LossperShare

Basic loss per share is computed by dividing loss attributable to common shareholders by the weighted average number of
common shares outstanding during the year. The computation of diluted loss per share assumes the conversion, exercise or
contingent issuance of securities only when such conversion, exercise orissuance would havea dilutiveeffect on loss per share.
The dilutive effect of outstanding options and warrants and their equivalents is reflected in diluted loss per share by the treasury
stockmethod.

New standards, interpretations and amendments adopted during the period
Property, plant and equipment (“PP&E”)
() Recognition and measurement

Items of PP&E, which include petroleumand natural gas properties in production, and pipeline equipment are measured at cost
less accumulated depletion and depreciation and accumulated impairment losses.

The initial cost of an asset comprises its acquisition or construction cost, which are directly attributable to the acquisition of
the assets, including preparation, installation and testing charges incurred with respect to PP&E, bringing the assets to working
condition for theirintended use, and the costs of dismantling and removing the items and restoring the site on which they are
located, license acquisition costs, borrowing costs incurred to acquire qualifying assets and administrative and other general
costs. The acquisitionor construction costis the aggregate amount paid and the fair value ofany other consideration given to
acquire the asset.

When parts of an item of PP&E have different useful lives, they are accounted for as separate items (major components) of
PP&E. Each material component of a composite asset with different useful lives or different patterns of depreciation is
accounted for separately forthe purpose of depreciation and for accounting of subsequent expenditures.

Gains and losses on disposal ofan itemof PP&Eare determined by comparing thenet proceeds fromdis posal with the carrying
amount and are recognized in profit orloss.

P&NG properties are grouped into CGUs for impairment testing, except for exploration and evaluation stage assets which are
subject to impairment considerations under IFRS 6 “Exploration and Evaluation of Mineral Resources.”

(i1) Subsequent costs

Helium, petroleumand natural gas property costs incurred subsequent to reaching the stage of technical feasibility and
commercial viability, as well as the costs ofreplacing parts ofthe PP&E, are recognized as PP&E when the cost increases the
future economic benefits embodied in the specific asset to which the costs relate. Such capitalized items generally represent
costsincurred in developing proved and/or probable reserves and bringing on or enhancing production fromsuchreserves and
are accumulatedon a field or geotechnical area basis. The carryingamount ofany replaced or sold componentis derecognized.
All otherexpenditures are recognized in profit orloss as incurred. The costs ofthe day-to-day servicingand maintenance and
repairs of PP&E are recognized in profit orloss as incurred.
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FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

3. Summary of Significant Accounting Policies (continued)
(iii) Depletion, depreciation and amortization

Helium, petroleum and natural gas properties are depleted on a unit-of-production basis by ratio of production in the period,
overthe proved and probable reserves of the field concerned, except in the case ofassets whose usefullife is shorter than the
lifetime ofthe field, in which case the straight-line method is applied. The unit-of-production rate for the depletion of field
development costs takes into account estimated future development costs necessary to bring those reserves into production.
These estimates are reviewed by independent reserve engineers at leastannually.

Proved and probable reserves are estimated using independent reserve engineer reports and represent the estimated quantities
ofhelium, petroleum, and natural gas which geological, geophysical and engineering data demonstrate with a specified degree
of certainty to be recoverable in future years fromknown reservoirs and which are considered commercially producible.

Such reserves are considered commercially producible if management has the intention of developing and producing themand
such intention is based upon a reasonable assessment of future economics of such production, a reasonable expectation that
there is a market for all or substantially allthe expected production, and evidence that the necessary production, transmission
and transportation facilities are available or can be made available.

Forotherassets, depreciation or amortization is recognized in profit or loss on a straight-line method over the estimated useful
lives ofeach part ofan itemofproperty, plantand equipment. Depreciation oramortization methods, useful lives and residual
values are reviewed at each reporting date.

Revenue recognition

Revenue fromthe sale of helium, petroleumand natural gas products is recognized when control ofthe product passes to the
customerand it is probable thatthe Company will collect the considerationto which it is entitled. The Company considers the
completion of its performance obligation to be the point in time when the product is delivered to a location specified in a
contract. The Company assesses customer creditworthiness throughout the revenue recognition process.

Sales of the Company’s helium, petroleum and natural gas products to customers are made pursuant to contracts based on
prevailing commodity pricing at ornear the time ofdelivery. Revenues are typically recorded in the month following delivery
and accordingly, the Company has elected to apply the practical expedient to not adjust consideration for the effects of a
financing component.

Standards issued but not yet effective

IAS 16, Property, Plant and Equipment- Proceeds before Intended Use

Effective for periods beginning on or after January 1, 2022, the amendment to IAS 16 prohibits deducting fromthe cost of
property, plant and equipment amounts received from selling items produced while preparing the asset for its intended use.
Instead, a company will recognize such sale proceeds and related cost in profit or loss. The Company does not expect the
adoption ofthis new amendment to have a significantimpact on the consolidated financial statements.

IAS 37, Provisions, Contingent Liabilities and Contingent Assets

Effective for periods beginning on or after January 1, 2022, the changes in Onerous Contracts — Cost of Fulfilling a Contract
specify thatthe ‘cost of fulfilling’ a contract comprises the ‘costs that relate directly to the contract’. Costs that relate directly
to a contract can either be incremental costs of fulfilling that contract or an allocation of other costs that relate directly to
fulfilling contracts. The Company does not expect the adoption of this new amendment to have a significant impact on the
consolidated financial statements.
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FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

4. Property, Plant and Equipment
Qil Wells Pipelines TOTAL
Cost
Balance at March 31,2021 $ -3 - $ -
Additions 4,878,646 51,410 4,930,056
Transfer fromexploration and evaluation assets 494,043 30,796 524,839
Change in estimate of decommissioning provision 204,940 - 204,940
Balance at March 31,2022 $ 5,577,629 $ 82,206 $ 5,659,835
Accumulated depreciation
Balance at March 31,2021 $ -3 - $ -
Depletion (438,528) - (438,528)
Balance at March 31,2022 $ (438,528) § - $ (438,528)
Net book value
Balance at March 31,2021 $ - $ - $ -
Balance at March 31,2022 $ 5,139.101  § 82.206 $ 5.221.307
Oil Production Wells

During the yearended March 31,2022, the Company successfully drilled, completed and brought on productionthe 1-30 and
4-29 oil wells. The Company incurred and reclassified a total 0£$5,139,101 in expenditures in connection with the exploration,
drilling, completion, and facility construction for the oil wells. Upon moving these wells from exploration and evaluation to
production, they were tested for impairment. Factors considered in the impairment test included reserves, future commodity
prices, construction and sustaining capital costs, operating costs, and relevant taxes. Other factors considered included discount
rates incorporating the time value of money and the risks specific to the 1-30 and 4-29 oil wells. The Company concluded no
impairment was necessary. In addition, the Company recognized $204,940 in total as an estimated discounted, inflated asset
retirement obligation at March 31,2022 (Note 7). There was $438,528 in depletion was recorded during the year ended March
31, 2022, using the unit of productionmethod based on the estimated units to be produced forthis oilwells. These wells are
subject to the royalty framework ofthe province of Alberta, whereby a flat royalty 0f 5% is payable on early production, with
higherroyalty rates thereafter depending on the resource and market prices up to a maximum of40%.

Pipelines
During the year ended March 31,2022, the Company incurred $82,206 in connection with acquiring 100% ownership of various
pipeline assets. Effective January 1,2022, this project was removed fromexploration and evaluation assets and $30,796 was

reclassified to property, plant, and equipment. These pipeline assets were not available forusein the mannerand condition as
intended by management at March 31,2022.
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FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021

(Expressed in Canadian Dollars)

5. Exploration and Evaluation Assets

For the year ended March 31, 2022

Worsley Property Worsley Trend  Warner-Jenson Total
Acquisition costs $ 420,805 $ 168251 $ 679,552 $ 1,268,608
Exploration costs:

Assay and survey 47,386 15,921 - 63,307

Drilling 358,948 - - 358,948

Engineering support 8,018 224,083 - 232,101

Equipment rental 14,110 10,800 - 24,910

Field work - 9,000 - 9,000

General and administration 2,242 13,058 - 15,300

Geological and geophysical 266,222 241,390 248,296 755,908

Seismic data - 244,330 166,148 410,478

Travel and support 1,375 11,054 - 12,429
Total current exploration costs 698,301 769,636 414,444 1,882,381
Professional & other fees:

Project management 87,749 87,750 - 175,499
Total current professional & other fees 87,749 87,750 - 175,499
Total costs incurred during the year 1,206,855 1,025,637 1,093,996 3,326,488
Balance, Opening 2,070,317 1,969,413 - 4,039,730
Asset retirement obligation 262,187 322,922 - 585,109
Transfer out to PPE (210,390) (314,449) - (524,839)
Balance, End of the year $ 3,328,969 $ 3,003,523 $ 1,093,996 $ 7,426,488
Cumulative costs:

Acquisition $ 740,616 $ 602,162 $ 679,552 $ 2,022,330

Exploration 1,729,015 1,982,952 414,444 4,126,411

Professional & other fees 490,843 95,487 - 586,330

Asset retirement obligation 368,495 322,922 - 691,417

$ 3,328,969 $ 3003523 $ 1,093,996 $ 7,426,483
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Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021

(Expressed in Canadian Dollars)

5. Exploration and Evaluation Assets (continued)

For the year ended March 31, 2021

Worsley Property Worsley Trend Total
Acquisition costs $ 2,159 $ 111,403 $ 113,562
Exploration costs:

Engineering support - 5,960 5,960

General and administration 504 120,104 120,608

Geological and geophysical 214,669 370,694 585,363

Seismic data - 982,652 982,652

Travel and support 13,833 3,427 17,260
Total current exploration costs 229,006 1,482,837 1,711,843
Professional & other fees:

Project management 84,000 - 84,000
Total current professional & other fees 84,000 - 84,000
Total costs incurred during the year 315,165 1,594,240 1,909,405
Balance, Opening 1,755,152 375,173 2,130,325
Asset retirement obligation - - -
Balance, End of the year $ 2,070,317 $ 1,969,413 $ 4,039,730
Cumulative costs:

Acquisition $ 319811  $ 433911 $ 753,722

Exploration 1,241,104 1,527,765 2,768,869

Professional & other fees 403,094 7,737 410,831

Asset retirement obligation 106,308 - 106,308

$ 2,070,317 $ 1,969413 §$ 4,039,730

Worsley Property

On September 11,2017, the Company executed a farmout option agreement (the “Farmout A greement”) with Cequence Energy
Ltd. (“Cequence”) whereby the Company could acquire a 100% interest in the W orsley Property, a helium project located in
Alberta, Canada consisting of a well license and an Alberta Crown Petroleum and Natural Gas (“P&NG”) lease. During the
year ended March 31, 2019, the Company elected to acquire Cequence’s 100% undivided interest in the farmout lands and
farmout well, subject to overriding royalties of 10% on natural gas, 5-10% on crude oil, and 2.5% on inert gases (including
helium). The Company also acquired additional P&NGrights forthe Worsley Property from Alberta Crown land auctions.

During the year ended March 31, 2022, the Company has a 100% exploration interest in the following wells: the 15-25 well

and the 13-20 well located onthe Worsley Property.
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Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

5. Exploration and Evaluation Assets (continued)

Worsley Property (continued)

With respect to theacquisition of 15-25 well, 13-20 well and surrounding petroleumand natural gas rights under the Worsky
Property, the Company recognized $262,187 as an estimated discounted, inflated asset retirement obligation during the year
ended March 31,2022. Please see Note 7 for the detailed assumptions and calculation oftheasset retirementobligation.

Worsley Trend

During the yearended March 31,2019, the Company participated in AlbertaCrown land auctions and successfully acquired a
100% interest in P&NGrights alongthe Worsley geological trend, located in Alberta, Canada.

During the yearended March 31, 2022, the Company acquired 100% exploration interestin the following wells: 9-15 well, 14-
15 well, 7-21 well and 7-28 well located on the Worsley Trend property.

With respectto theacquisition ofthe 9-15 well, the 14-15 well, the 7-21 well and the 7-28 well and the surrounding petroleum
and natural gas rights under Worsley Trend, the Company recognized $322,922 as an estimated discounted, inflated asset
retirement obligation duringtheyear ended March 31,2022. Please see Note 7 for the detailed assumptions and calculation of
the asset retirementobligation.

Warner-J enson Property

On May 26, 2021, the Company entered into a Seismic Review and Option Agreement with a large land holder in southem
Alberta. During the year ended March 31, 2022, the Company elected to extend the option on for a further two years unti
November 26,2023, under pre negotiated terms. The Company’s technical teamis now engaged in a more detailed geological
and geophysical evaluation ofthe extended lands.

In connection with theacquisition of Warner-Jenson Property, the Company is subjectto a non-convertible overriding royalty
of 5% for all substances excluding heliumand 2% for helium.
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6. Convertible Debentures

On March 2, 2021, the Company closed an unsecured convertible debentures (“CD”) financing in the amount of $2,800,000.
The CD were unsecured, mature on March 2, 2022, had an interestrate of 8% per annum, and are payable in cash upon maturiy.
The CD are automatically convertible into units at $0.30 per unit immediately priorto the listing of common shares on the TSX
Venture Exchange (the “Exchange®). Each unit consisted of one common shareand one non-transferable whole common share
purchase warrant (“CD Warrant”). Each CD Warrant entitled the subscriber to purchase one additional common share of the
Company at a priceof $0.50 per share fora period 0£24 months fromlisting ofthe Company’s common shares on the Exchange.
The Company incurred cash transaction costs totalling $271,619 and issued 492,801 finders’ warrants, exercisable at $0.50 per
common share for24 months. The fairvalue ofthe finders’ warrants was $52,220 and was recorded as transaction costs. For
the yearended March 31,2022, interest expense was $59,880 incurred up to the date of conversion (March 31, 2021 - $18,666).

On July 8, 2021, CDs with a principal balance of $2,800,000 and interest payable of $78,546 were converted into 9,595,152
common shares ofthe Company at a price 0£$0.30 pershare (Note 8).

7. Asset Retirement Obligations

The Company’s asset retirement obligations are based on the Company’s net ownership in wells and facilities and
management’s estimate of costs to abandon andreclaimthosewells and facilities as well as an estimate ofthe future timing of
these costs.

March 31,2022 March 31,2021
Opening balance $ 109,147 $ 107,718
Addition 790,049 -
Accretionexpense 9,773 1,429
Ending balance $ 908,969 $ 109,147

The Company has estimated thenetpresentvalue ofits total assetretirement obligationto be $109,147 at March 31,2021. The
estimated undiscounted, uninflated obligations at March 31,2021 is $96,270. Payments tosettle theassetretirement obligations
occuroverthe operating lives ofthe underlying assets, are estimated to be in 2035. As at March 31, 2021, a pre-tax risk-free
rate of 1.32% and an inflation rate of 1.95% were used to calculate the net present value of the asset retirement obligations.
Significant estimates and assumptions are made in determining the site restoration provision as there are numerous factors that
will affect the ultimate liability payable. Thoseuncertainties may result in future actual expenditures differing fromthe amount
currently recorded.

The Company has estimated thenetpresentvalueof'its total assetretirement obligationto be $908,969 at March 31,2022. The
estimated undiscounted, uninflated obligations at March 31, 2022 is $876,830. Payments to settle the asset retirement
obligations occuroverthe operating lives ofthe underlying assets, are estimated to be by 2035. As at March 31, 2022, a pre-
tax risk-free rate of 2.37% and an inflation rate of 2.5% were used to calculate the net present value of the asset retirement
obligations. Significantestimates and assumptions are made in determining the site restoration provision as there are numerous
factors that will affect the ultimate liability payable. Those uncertainties may result in future actual expenditures differing from
the amount currently recorded.
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8. Share Capital
The authorized capital stock of First Helium consists of an unlimited number of common shares with no parvalue.

As at March 31, 2022, there were 14,741,045 common shares with 723,877 attached warrants held in escrow (2021 —
14,335,926).

Transactions for the year ended March 31, 2022 were as follows:

Shares issued fromprivate placement

On July &, 2021, the Company completed the conversion of March 15,2021 non-brokered subscriptionreceipts and March 18,
2021 brokered subscription receipts by issuing 26,228,286 common shares and 13,114,138 warrants to convertthe $1,700,020
non-brokered subscription receipts and $7,479,880 brokered subscription receipts. The 13,114,138 warrants are exercisable at
a price of $0.50 per common share and will expire on July 8, 2023. In addition, the Company recognized $1,819,304 share
issuance cost and issued brokers warrants (see W arrants section ofthis note) in relation to this financing.

Shares issued for conversion of convertible debentures

On July 8,2021, Convertible Debentures with a principal balance of $2,800,000 and interest payable of $78,546 were converted
into 9,595,152 common shares ofthe Company at a price of $0.30 pershare. The Common Shares are beingissued pursuant to
the automatic conversion of convertible debentures issued by the Company pursuant to a non-brokered private placement of
convertible debentures completed on March 2, 2021 at a conversion price of $0.30 per convertible debenture plus accrued
interest (Note 6). In addition, 9,595,152 warrants were also issued exercisable at a price of $0.50 per common share and will
expire on July 5, 2023.

Shares issued forservices

On July 8, 2021, the Company issued 214,285 common shares at a price of $0.35 per shareto a consultant for services rendered
in the amount of $75,000.

Warrants exercised

During the yearended March 31,2022, 5,893,103 shares were issued upon exercise of warrants for proceeds of'$2,767,034. In
connection with the issuance, a total of $225,079 was reallocated fromreserves to share capital.

Options exercised

During the year ended March 31, 2022, 12,500 shares were issued upon exercise of options for proceeds of $4,375. In
connection with the issuance, a total 0f$9,599 was reallocated fromreserves to share capital.

Page 22 0f29



FIRST HELIUM INC.

Notes to the Consolidated Financial Statements
Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

8. Share Capital (continued)
Transactions for the year ended March3 1, 2021 were as follows:

Shares issued fromprivate placements

On September 17, 2020, the Company completed a non-brokered private placementandissued 1,589,192 common shares at a
price of $0.40 pershare for gross proceeds of $635,678.

On November 16, 2020, the Company completed a non-brokered private placement and issued 14,786,823 common shares at
a price of$0.07 pershare for gross proceeds of$1,035,078.

The Company incurred $136,239 in cash share issuance costs in relation to these private placements.

Shares issued forthe conversion of convertible debentures

On September 14,2020, convertible debentures with a principal balance 0 $1,011,684 and interestand commitment fee payable
0of $186,319 were converted into 2,995,008 common shares ofthe Company at a price 0of$0.40 pershare. The $0.40 per share
conversion price was based on debenture settlement agreements entered duringthe yearended March 31, 2021.

Reclassification of subscriptions received in advance

During the year ended March 31, 2021, the Company reclassified a total of $7,500 subscriptions received in advance in
connection with a non-brokered private placement. The $7,500 was reclassified to accounts payable and accrued liabilities
during the yearended March 31, 2021.

Share subscriptions received in advance

On March 15,2021, the Company completed a non-brokered private placement and issued 4,857,200 subscription receipts
(“NBSR”)at a price of$0.35 persubscription receipt for gross proceeds of $1,460,720. Each NBSR issued will be automatically
exchanged for one common share and one-half of one common share purchase warrant (each whole warrant, a “NBPP
Warrant”). Each NBPP Warrant entitles the holder thereofto purchase one common share at a price of $0.50 pershare fora
period 0f24 months fromthe date of listing ofthe Company’s common shares on the Exchange. The Company incurred cash
finders’ fees totalling $129,180 and issued 427,155 finders’ warrants, exercisable at $0.50 per common share for 24 months.
The fair value of the finders’ warrants was $45,264. The Company recorded the finders’ fees and finders’ warrants totaling
$174,444 as deferred financing costs as at March 31,2021.

On March 18,2021, the Company completed a brokered private placementand issued 21,371,086 subscriptionreceipts (“BSR”)
ata price of $0.35 per subscription receipt for gross proceeds 0f$7,479,880. Each BSR issued was automatically exchanged
for one common share and one-half of one common share purchase warrant (each whole warrant, a “BPP Warrant”) upon
satisfaction of certain conditions. Each BPP Warrant entitles the holder thereof to purchase one common share at a price of
$0.50 pershare fora period 0£24 months fromthe date oflisting of the Company’s shares on the Exchange. The Company
incurred cash commission totalling $733,391, corporate finance fees 0$45,199, legal fees 0f$153,660, agent fees of $19,583,
and issued 1,709,687 broker warrants. Each broker warrantentitles theholder to acquire onebroker warrant unit at an exercise
price of $0.35 per common share for 24 months. Each broker warrantunit is comprised of one common share and one-half of
one brokerunderlying warrant. Each broker underlying warrant entitles the holder to acquire one common share at an exercise
price 0f'$0.50 per common share for 24 months. The Company recorded the fees totalling $951,833 as deferred financing costs
as at March 31, 2021. As at March 31, 2021, $7,064,412 of'the proceeds received from the brokered private placement was
presentedunder cashheld in trust.

During the yearended March 31,2021, the total gross proceeds received of $8,940,600 was presented under share subscriptions
received in advanceand had allbeen transferred to share capital during the year ended March 31, 2022.
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8. Share Capital (continued)

Warrants

The Company uses the residual approach when allocating the fair value ofthe share purchase warrants issued in conjunction
with the offering of units through a private placement. The Company determines the fair value of the common share and the
residual value is allocated to the share purchase warrant for unit offerings that contain a common share and a share purchase

warrant.

The number and weighted average exercise prices of warrants are as follows:

Number of Weightedaverage
warrants exerciseprice

Outstanding warrants, March 31,2020 - -

Granted 3,137,980 $0.39
Outstanding warrants, March 31,2021 3,137,980 $0.39
Granted 25,273,821 $0.49
Exercised (5,893,103) $0.47
Outstanding warrants, March 31, 2022 22,518,698 $0.48

As at March 31,2022, warrants enabling the holders to acquire common shares are as follows:

Expiry date Number of Weightedaverage Weightedaverage
(mnv/dd/yyyy) warrants remaining life in years exerciseprice

11/03/2022 2,218,024 0.59 $0.35
03/02/2023 342,135 0.92 $0.50
03/15/2023 341,435 0.96 $0.50
07/05/2023 8,497,098 1.26 $0.50
07/08/2023 9,752,256 1.27 $0.50
07/12/2023 512,906 1.28 $0.35
07/15/2023 854,844 1.29 $0.50
22,518,698 1.21 $0.48

On November 3, 2020, the Company issued 2,218,024 bonus warrants to shareholders as standby guarantors during the
November 16,2020 non-brokered privateplacement. Each bonus warrantentitles theholderto purchase one common share at
an exercise price of $0.35 for a period 0f24 months afterthe closing date.

On March 2,2021 and March 15,2021, the Company issued492,801 and 427,155 finders’ warrants to various agents related
to the CD financing (Note 6) and non-brokered private placement, respectively.

On July 12, 2021 and July 15, 2021, the Company issued 1,709,687 and 854,844 broker’s warrants to various agents pursuant
to private placements. In connection, the Company recognized $411,868 share issuance cost in relation to this financing.

During the yearended March 31,2022 and 2021, warrants issued had a fair value of$411,868 and $106,948, respectively, was
calculated using the Black-Scholes pricing model, based on the following weighted average assumptions:

2022 2021
Forfeiture rate 0.00% 0.00%
Estimated risk-free rate 0.45% 0.30%
Expected volatility 132% 75%
Estimated annual dividend yield 0.00% 0.00%
Expected life of warrants 2 years 2 years
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8. Share Capital (continued)
Stocks Options

On April 15, 2021, the Company adopted an incentive stock option plan to allow the Company to grant stock options to is
directors, officers, employees and consultants forthe purchase ofup to 10% ofthe issued and outstanding common shares in
the capital ofthe Company. Alloptions are subjectto vesting terms as determined by the Board of Directors. The expiry date
for each option shallbe set by the Company at the time of granting and shallnot be more than ten years after the grant date.

On May 27, 2021, the Company granted 5,800,000 incentive stock options to certain directors, officers and consultants of the
Company. The exerciseprice oftheoptionsis $0.35 pershareandtheexpiry dateis five years fromthe date of grant. Optioned
shares will vest with 25% released on the grantdateand 25% vesting every year for the next three years. On May 27,2021, the
Company granted 250,000 incentive stock options to certain consultants ofthe Company. The exercise price ofthe options is
$0.35 per share and the expiry date is three years fromthe date of grant. The options will vest equally in three tranches every
six months overthenext 18 months.

On January 31, 2022, the Company granted 100,000 stock options to a consultant with an exercise price of $0.35 per share
expiring on May 27, 2026. Optioned shares will vest with 25% released on the grant date and 25% vesting every year for the
next three years starting May 27, 2022.

No stock options were granted and outstanding during the yearended March 31, 2021.

The numberand weighted average exercise prices of options are as follows:

Number of Weightedaverage
options exerciseprice
Outstanding options, March 31,2021 and 2020 - -
Granted 6,150,000 $0.35
Exercised (12,500) $0.35
Forfeited (100,000) $0.35
Outstanding options, March 31,2022 6,037,500 $0.35

As at March 31,2022, options enabling theholders to acquire common shares are as follows:

Number of Number of Weightedaverage Weighted
Expiry date Options Options remaining life in average exercise
(mm/dd/yyyy) outstanding exercisable years price
05/27/2024 150,000 50,000 2.16 $0.35
05/27/2026 5,787,500 1,438,500 4.16 $0.35
05/27/2026 100,000 25,000 4.16 $0.35
6,037,500 1,513,500 4.11 $0.35

Share-based compensation relating to options vested during the year ended March 31, 2022 using the Black-Scholes option
pricing modelwas $1,173,843 (2021 - $nil), which was recorded as reserves on the statements of financial position and as share
based compensation expense on the statement of loss and comprehensive loss. The associated share based compensation
expense forthe options granted was calculated based on the following assumptions:

2022 2021
Forfeiture rate 0.00% n/a
Estimated risk-free rate 0.74% n/a
Expected volatility 132% n/a
Estimated annualdividend yield 0.00% n/a
Expected life of options 5 years n/a
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Forthe Years Ended March 31,2022 and 2021
(Expressed in Canadian Dollars)

9. Related Party Transactions

Key management personnel compensation

Key management consists ofthe Company’s directors and officers. Remuneration ofkey managementincludes the following:

Year ended Year ended

March 31,2022 March 31,2021

Accountingand compliance fees @ $ 164,000 $ 114,150
Exploration and evaluation expenditures ¥ 527,250 529,500
Management fees ¥ 73,700 64,000
Rent expense (i 24,000 24,000
Investorrelations ¥ 120,000 -
Share-based compensation 1,027,099 -
Total remuneration $ 1,936,049 $ 731,650
@) Management, accounting and compliance fees paid toa company controlled by a spouse of an officer of the Conpany

in the amount 0£$164,000 (2021 - $114,150).

(i) During the yearended March 31,2022, the Company paid oraccrued $527,250 (2021 - $529,500) to various officers
and directors ofthe Company which was capitalized as explorationand evaluation assets. As at March 31,2022, the Company
paid oraccrued managementand directors fees 0£$73,700 (2021 - $64,000), which were expensed as management fees.

(i) During the yearended March 31, 2022, the Company incurred rent expense paid toa company controlled by a spouse
of'an officer ofthe Company in the amountof$24,000 (2021 - $24,000).

(iv) During the yearended March 31,2022, the Company paid oraccrued $120,000 (2021 - $nil) to a former officer of the
Company forinvestorrelations.

The balancepayable torelated parties as at March 31,2022 was $59,104 (2021 - $234,720) and is included in accounts payable

and accrued liabilities. These payables are unsecured, non-interest bearing and are expected to be repaid under normal trade
terms.
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10. Income Taxes

A reconciliation of income taxes at statutoryrates with the reported taxes is as follows:

2022 2021
Net loss forthe year $ (465,838) $ (523,676)
Expected income tax (recovery) $ (126,000) $ (141,000)
Change in statutory, foreign tax, foreign exchangerates and
other (71,000) 89,000
Permanent differences 343,000 1,000
Share issue costs (465,000) (37,000)
Adjustmentto prior years provision versus statutory tax
returns and expiry ofnon-capital losses (11,000) 17,000
Change in unrecognized deductible temporary differences 330,000 71,000
Totalincome tax expense (recovery) $ - $ -

The significant components of the Company’s temporary differences, unused tax credits and unused tax losses that have not
been included on the consolidated statement of financial position are as follows:

Expiry Expiry
2022 daterange 2021 daterange
Temporary differences
Equipment - No expiry date 1,000 No expiry date
Share issue costs/financing costs 1,190,000 2043 to 2046 - N/A
Assetretirement obligation 780,000 No expiry date - N/A
Non-capital losses available for future
periods 673,000 2037 to 2042 1,388,000 2037 to 2041

Tax attributes are subjectto review, and potential adjustment, by taxauthorities.
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11. Nature and Extent of Risks Arising from Financial Ins truments

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

Level 1: Unadjusted quoted prices in active markets foridentical assets or liabilities;
Level 2: Inputs other than quoted prices thatare observable for the asset or liability either directly orindirectly; and
Level 3: Inputs that are notbased onobservable market data.

The Company's financial instruments consist of cash, cash held in trust, accounts receivable, sales tax receivable, accounts
payable and accrued liabilities, and convertible debentures. The fair values of the Company’s financial instruments approximate
their carrying value, which is the amount recorded on the consolidated statement of financial position due to their short-term
nature. The fair value of the Company’s convertible debentures approximates their carrying value due to the instruments
measured at a market rate of interest.

The Company is exposed in varying degrees to a variety of financial instrument related risks:

Credit Risk

Credit risk is the risk that one party toa financial instrument will cause a financial loss for the other party by failing to discharge
an obligation. Financial instruments that potentially subject the Company to credit risk consist of cash, accounts receivable,
and sales taxreceivable. The carrying amount of these accounts at March 31, 2022 on the statement of financial position
comprises the maximum exposure to creditrisk. The Company's cash is held through a large Canadian financial institution.
The Company’s accounts receivable was collected in full subsequent to year end in accordance with its trade terms. The
Company’s sales tax receivable consists of amounts due from the Government of Canada of $37,609 (2021 - $66,912).
Managementbelieves thatthe exposure to credit risk is low.

Liquidity Risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities. The
Company manages liquidity risk through the management of its capital structure, as outlined in Note 12 of these financial
statements. As at March 31,2022, the Company had a cash balance 0f$5,530,473 (2021 — cash $3,469,367 and cash held n
trust $7,064,412) to settle current liabilities 0f$2,645,348 (2021 - $3,776,957). The Company has sufficient funds to meet its
obligations.

Price Risk

Commodity price risk is the risk that the fair value of future cash flows will fluctuate as a result of changes in commodity
prices. Commodity prices for helium, oil and gas are impactednotonly by therelationship between the Canadian Dollars and
United States Dollars, but also by market conditions for helium, natural gas, NGL’s and condensate that dictate the levels of
supply and demand. The Company does not have any financial risk management contracts in place as at March 31, 2022 to
manage this risk.

Interest and Foreign exchange risk

The Company is not subjectto interestrate or foreign exchange risk.
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12. Capital management

The Company manages its capital structure and makes adjustments toit, based on the funds available to the Company, in order
to support the exploration and evaluation ofhelium, and P&NGproperties. Theboard of directors does not establish quantitative
return on capital criteria for management, but rather relies on the expertise of the Company's management to sustain future
development of the business. The Company defines capital to include all components of equity. In order to carry outthe planned
exploration and evaluation activities on its helium, oil and gas properties and pay foradministrative costs, the Company will
spendits existing working capital and raise additional amounts as needed. There were no changes in the Company's approach
to capital management during the year ended March 31, 2022. The Company is not subject to externally imposed capital
requirements.

The Company sets the amount of capital in proportion to risk. The Company manages the capital structure and makes
adjustments toit in the light of changes in economic conditions and therisk characteristics oftheunderlying assets. In order to
maintain or adjust the capital structure, the Company may issue common shares through private placements.

13. Segmentedinformation

The Company operates in one reportable segment, being the acquisition, exploration, development and production ofhelium,
petroleumand natural gas projects. Allofthe Company’s non-current assets and operations are located in Canada.

14. Subsequent events
Subsequent to the yearended March 31,2022, the Company:
e Issued3,325,380 shares forthe exercise of warrants for proceeds 0f$1,609,333.

e Issued25,000 shares forthe exercise ofoptions for proceeds of $8,750.
e Received the account receivable 0£$1,732,923 in connection with the oilsales in March 2022.
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