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Financial Statements
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Independent Auditor's Report

To the Shareholders of West Red Lake Gold Mines Inc.:
Opinion
We have audited the financial statements of West Red Lake Gold Mines Inc. (the "Company"), which comprise the statements of financial
position as at September 30, 2019 and September 30, 2018, and the statements of loss and comprehensive loss, changes in
shareholders' equity and cash flows for the years then ended, and notes to the financial statements, including a summary of significant
accounting policies.
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Company as at
September 30, 2019 and September 30, 2018, and its financial performance and its cash flows for the years then ended in accordance
with International Financial Reporting Standards.
Basis for Opinion
We conducted our audits in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are independent
of the Company in accordance with the ethical requirements that are relevant to our audits of the financial statements in Canada, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.
Material Uncertainty Related to Going Concern
We draw attention to Note 1 in the financial statements, which indicates that as of September 30, 2019, the Company had a working
capital of $198,688, had not yet achieved profitable operations, has accumulated losses of $21,294,452 and expects to incur further
losses in the development of the business. As stated in Note 1, these events or conditions, along with other matters as set forth in Note 1,
indicate that a material uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.
Other Information
Management is responsible for the other information. The other information comprises Management’s Discussion and Analysis.
Our opinion on the financial statements does not cover the other information and we do not express any form of assurance conclusion
thereon.
In connection with our audits of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audits or otherwise
appears to be materially misstated. We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If,
based on the work we have performed on this other information, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.
Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with International Financial
Reporting Standards, and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management either
intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:








Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.
Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the
Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report. However,
future events or conditions may cause the Company to cease to continue as a going concern.
Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audits and
significant audit findings, including any significant deficiencies in internal control that we identify during our audits.
We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
The engagement partner on the audit resulting in this independent auditor's report is Brock William Pope Stroud.

Toronto, Ontario
January 28, 2020

Chartered Professional Accountants
Licensed Public Accountants

MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying financial statements of West Red Lake Gold Mines Inc. (the "Company" or "West Red Lake") are the
responsibility of the management and Board of Directors of the Company.
The financial statements have been prepared by management, on behalf of the Board of Directors, in accordance with
the accounting policies disclosed in the notes to the financial statements. Where necessary, management has made
informed judgments and estimates in accounting for transactions which were not complete at the statement of financial
position date. In the opinion of management, the financial statements have been prepared within acceptable limits of
materiality and are in accordance with all applicable International Financial Reporting Standards.
Management has established processes, which are in place to provide them sufficient knowledge to support
management representations that they have exercised reasonable diligence that (i) the financial statements do not
contain any untrue statement of material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances under which it is made, as of the date of and for the
periods presented by the financial statements and (ii) the financial statements fairly present in all material respects the
financial condition, results of operations and cash flows of the Company, as of the date of and for the years presented by
the financial statements.
The Board of Directors is responsible for ensuring that management fulfills its financial reporting responsibilities and for
reviewing and approving the financial statements together with other financial information. An Audit Committee assists
the Board of Directors in fulfilling this responsibility. The Audit Committee meets with management to review the internal
controls over the financial reporting process and the financial statements together with other financial information of the
Company. The Audit Committee reports its findings to the Board of Directors for its consideration in approving the
financial statements together with other financial information of the Company for issuance to the shareholders.
Management recognizes its responsibility for conducting the Company’s affairs in compliance with established financial
standards, and applicable laws and regulations, and for maintaining proper standards of conduct for its activities.
(signed)
Thomas W. Meredith
Executive Chairman, acting as Chief Executive Officer
January 23, 2020
Toronto, Canada

(signed)
John Kontak
President, acting as Chief Financial Officer

West Red Lake Gold Mines Inc.
Statements of Financial Position
(Expressed in Canadian Dollars)
September 30, September 30,
2019
2018

As at
Assets
Current assets
Cash and cash equivalents
Amounts receivable
Prepaid expenses and deposits

$

114,749

16,375
12,543,241

21,041
12,499,119

$

13,207,116 $

12,634,909

$

337,902 $
110,910

187,986
-

448,812

187,986

381,520

459,080

830,332

647,066

Deferred income tax liabilities (Note 13)

Shareholders' Equity
Share capital (Note 8)
Reserves
Deficit

$

25,288,296
8,382,940
(21,294,452)

24,516,101
8,070,340
(20,598,598)

12,376,784

11,987,843

13,207,116 $

12,634,909

Nature of operations and going concern (Note 1)
Commitment (Note 12)
Subsequent events (Note 14)
Approved by the Board:
signed "Michael Dehn"

, Director

signed "John Heslop"

, Director

The accompanying notes are an integral part of these financial statements
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40,506
23,649
50,594

647,500
Property and equipment (Note 6)
Exploration and evaluation costs (Note 7)

Liabilities
Current liabilities
Accounts payable and accrued liabilities (Note 11)
Deferred premium on flow-through shares (Note 8(b))

594,927 $
18,267
34,306

West Red Lake Gold Mines Inc.
Statements of Loss and Comprehensive Loss
(Expressed in Canadian Dollars)
Year Ended
September 30,
2019
2018
Expenses
Professional fees (Note 11)
Office general and administrative (Note 11)
Management fees (Note 11)
Shareholder information
Insurance
Depreciation (Note 6)
Marketing
Investor relations
Travel and entertainment
Share-based payments (Note 10)

$

Loss from operations
Gain on settlement of debt (Note 8)

94,215 $
184,650
187,500
62,654
8,761
4,666
49,426
125,593
32,911
20,900

109,521
46,122
210,000
54,284
11,714
6,078
120,144
251,760
50,394
-

771,276

860,017

(771,276)
15,672

(860,017)
66,475

Loss before taxes for the year
Deferred tax recovery

$

(755,604) $
59,750

(793,542)
196,890

Loss and comprehensive loss for the year

$

(695,854) $

(596,652)

Basic and diluted loss per share

$

(0.01) $

(0.00)

Weighted average number of common shares
outstanding - Basic and diluted

128,838,724

The accompanying notes are an integral part of these financial statements
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119,965,704

West Red Lake Gold Mines Inc.
Statements of Changes in Shareholders' Equity
(Expressed in Canadian Dollars)
Reserves
Number of
Shares

Share
Capital

Warrants
Reserve

Share-based
Payments

Deficit

Total

Balance, September 30, 2017
Units issued
Share issue costs
Warrants issued on private placement
Shares issued to settle debt
Exercise of warrants
Fair value of warrants exercised
Warranty expiry
Net income for the year

113,873,927 $ 23,483,058 $ 1,159,155 $
5,033,333
755,000
(35,482)
(103,435)
103,435
1,874,999
198,800
1,800,000
180,000
38,160
(38,160)
(1,120,995)
-

6,845,910 $ (20,001,946) $ 11,486,177
755,000
(35,482)
198,800
180,000
1,120,995
(596,652)
(596,652)

Balance, September 30, 2018
Units issued
Share issue costs
Warrants issued
Deferred premium on flow-through
units issued
Shares issued to settle debt
Warrant expiry
Share-based payments
Net loss for the year

122,582,259 $ 24,516,101 $
14,033,000
999,810
(49,403)
(291,700)

7,966,905 $ (20,598,598) $ 11,987,843
999,810
(49,403)
-

Balance, September 30, 2019

139,812,025 $ 25,288,296 $

3,196,766
-

(110,910)
224,398
-

103,435 $
291,700
(103,435)
291,700 $

The accompanying notes are an integral part of these financial statements

-3-

103,435
20,900
-

(695,854)

(110,910)
224,398
20,900
(695,854)

8,091,240 $ (21,294,452) $ 12,376,784

West Red Lake Gold Mines Inc.
Statements of Cash Flows
(Expressed in Canadian Dollars)
Year Ended
September 30,
2019
2018
Cash flow - Operating activities
Net loss for the year
Adjustments for non-cash items:
Share-based payments
Depreciation
Deferred income tax recovery
Gain on settlement of debt
Net changes in non-cash working capital balances:
Amounts receivable
Prepaid expenses and deposits
Accounts payable and accrued liabilities

$

Cash flow - Investing activities
Exploration and evaluation costs - acquisition
Exploration and evaluation costs - exploration, net of reimbursements

Cash flow - Financing activities
Issue of units, net of issue costs
Proceeds on exercise of warrants

Change during the year
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

(695,854) $

(596,652)

20,900
4,666
(59,750)
(15,672)

6,078
(196,890)
(66,475)

5,382
16,288
340,823

6,082
(21,314)
297,191

(383,217)

(571,980)

(10,000)
15,041

(10,000)
(476,199)

5,041

(486,199)

932,597
-

706,708
180,000

932,597

886,708

554,421
40,506

(171,471)
211,977

594,927 $

The accompanying notes are an integral part of these financial statements
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40,506

West Red Lake Gold Mines Inc.
Notes to Financial Statements
Years Ended September 30, 2019 and 2018
(Expressed in Canadian Dollars)
1.

Nature of operations and going concern
West Red Lake Gold Mines Inc. (the "Company") was incorporated on November 29, 1991 under the Business
Corporations Act (Ontario). On May 30, 2012, the Company changed its name from "Hy Lake Gold Inc." to "West
Red Lake Gold Mines Inc.". Effective June 29, 2012 the common shares of West Red Lake commenced trading on
the Canadian Securities Exchange ("CSE") under the trading symbol RLG and prior to that it traded under the
symbol HYL.
The Company commenced its current business activities of acquiring, exploring and developing mineral properties
on October 1, 2005. Substantially all of the efforts of the Company are devoted to these business activities. To date
the Company has not earned significant revenue and is considered to be in the exploration stage. The ability of the
Company to carry out its business plan rests with its ability to secure equity and other financing.
As at September 30, 2019, the Company had working capital of $198,688 (September 30, 2018 - negative working
capital of $73,237), had not yet achieved profitable operations, has accumulated losses of $21,294,452 (September
30, 2018 - $20,598,598) and expects to incur further losses in the development of its business. These material
uncertainties may cast significant doubt upon the Company’s ability to continue as a going concern. The Company
is in the exploration stage and has no proven reserves or production relating to its operations. The application of the
going concern assumption is dependent upon the Company’s ability to generate future profitable operations and
obtain necessary financing to do so.
The Company is partly financed by the issuance of flow-through shares. However, there is no guarantee that the
funds spent by the Company will qualify as Canadian exploration expenses, even if the Company has committed to
take all the necessary measures for this purpose. Management believes that the company has completed its flowthrough spending requirements. However, the company received reimbursements related to past exploration
expenditures incurred that may be subject to future interest and penalties on unspent flow-through amounts and the
Company has accrued for these amounts as of September 30, 2019.
Management believes the Company can obtain sufficient financing to cover planned operations throughout the next
twelve month period. Management plans on securing additional financing through the issue of new equity, among
other things. There is no assurance that these initiatives will be successful.
These financial statements have been prepared on the basis of accounting principles applicable to a "going
concern", which assume that the Company will continue in operation for the foreseeable future and will be able to
realize its assets and discharge its liabilities in the normal course of operations. The business of mining and
exploring for minerals involves a high degree of risk and there is no guarantee that the Company's exploration
programs will yield positive results or that the Company will be able to obtain the necessary financing to carry out the
exploration and development of its mineral property interests.
Management believes the going concern assumption to be appropriate for these financial statements. If the going
concern assumption was not appropriate, adjustments might be necessary to the carrying value of the assets and
liabilities, reported revenues and expenses, and the balance sheet classifications used in the financial statements.
The recoverability of the carrying value of exploration properties and the Company's continued existence is
dependent upon the preservation of its interests in the underlying properties, the development of economically
recoverable reserves, the achievement of profitable operations, or the ability of the Company to raise additional
financing, if necessary, or alternatively upon the Company's ability to dispose of its interests on an advantageous
basis. Changes in future conditions could require material write-downs of the carrying values.
Although the Company has taken steps to verify title to the properties in which it has an interest, in accordance with
industry standards for the current stage of exploration of such properties, these procedures do not guarantee the
Company's title. Property title may be subject to government licensing requirements or regulations, unregistered
prior agreements, undetected defects, unregistered claims, native land claims, and non-compliance with regulatory
and environmental requirements.
The primary office of the Company is located at 82 Richmond Street East, Suite 200, Toronto, Ontario M5C 1P1.

-5-

West Red Lake Gold Mines Inc.
Notes to Financial Statements
Years Ended September 30, 2019 and 2018
(Expressed in Canadian Dollars)
2.

Statement of compliance
The Company applies 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 policies applied in these financial statements are based on IFRSs issued
and outstanding as of January 23, 2020, the date the Board of Directors approved the statements.

3.

Significant accounting policies
(a)

Basis of presentation
These financial statements have been prepared on a historical cost basis, with the exception of financial
instruments classified as at fair value through profit or loss, which are measured at fair value. All items were
initially recorded at fair value.
The functional currency of the Company is the Canadian dollar.

(b)

Financial assets and liabilities
Recognition
The Company recognizes a financial asset or financial liability on the statement of financial position when it
becomes party to the contractual provisions of the financial instrument. Financial assets are initially measured
at fair value, and are derecognized either when the Company has transferred substantially all the risks and
rewards of ownership of the financial asset, or when cash flows expire. Financial liabilities are initially
measured at fair value and are derecognized when the obligation specified in the contract is discharged,
cancelled or expired.
A write-off of a financial asset (or a portion thereof) constitutes a derecognition event. Write-off occurs when
the Company has no reasonable expectations of recovering the contractual cash flows on a financial asset.
Classification and measurement
The Company determines the classification of its financial instruments at initial recognition. Financial assets
and financial liabilities are classified according to the following measurement categories:
i) those to be measured subsequently at fair value, either through profit or loss (“FVTPL”) or through
other comprehensive income (“FVTOCI”); and
ii) those to be measured subsequently at amortized cost.
The classification and measurement of financial assets after initial recognition at fair value depends on the
business model for managing the financial asset and the contractual terms of the cash flows. Financial assets
that are held within a business model whose objective is to collect the contractual cash flows, and that have
contractual cash flows that are solely payments of principal and interest on the principal outstanding, are
generally measured at amortized cost at each subsequent reporting period. All other financial assets are
measured at their fair values at each subsequent reporting period, with any changes recorded through profit
or loss or through other comprehensive income (which designation is made as an irrevocable election at the
time of recognition).
After initial recognition at fair value, financial liabilities are classified and measured at either:
i) amortized cost;
ii) FVTPL, if the Company has made an irrevocable election at the time of recognition, or when
required (for items such as instruments held for trading or derivatives); or,
iii) FVTOCI, when the change in fair value is attributable to changes in the Company’s credit risk.
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West Red Lake Gold Mines Inc.
Notes to Financial Statements
Years Ended September 30, 2019 and 2018
(Expressed in Canadian Dollars)
3.

Significant accounting policies (Continued)
(b)

Financial assets and liabilities (Continued)
Classification and measurement (Continued)
The Company reclassifies financial assets when and only when its business model for managing those assets
changes. Financial liabilities are not reclassified.
Transaction costs that are directly attributable to the acquisition or issuance of a financial asset or financial
liability classified as subsequently measured at amortized cost are included in the fair value of the instrument
on initial recognition. Transaction costs for financial assets and financial liabilities classified at fair value
through profit or loss are expensed in profit or loss.
The Company’s financial asset consists of cash and cash equivalents, which are classified and measured at
FVTPL, with realized and unrealized gains or losses related to changes in fair value reported in net loss.
The Company’s financial liabilities consist of accounts payable and accrued liabilities, which are classified and
measured at amortized cost using the effective interest method. Interest expense is reported in net loss.
Impairment
The Company assesses all information available, including on a forward-looking basis the expected credit
losses associated with any financial 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 of initial recognition based on all information available,
and reasonable and supportive forward-looking information.

(c)

Cash and cash equivalents
Cash and cash equivalents consist of cash on hand, deposits in banks and highly liquid short-term interest
bearing investments.

(d)

Income taxes
Income tax expense consists of current and deferred tax expense. Current and deferred tax are recognized in
profit or loss except to the extent that it relates to items recognized directly in equity or other comprehensive
income.
Current tax is recognized and measured at the amount expected to be recovered from or payable to the
taxation authorities based on the income tax rates enacted or substantively enacted at the end of the
reporting period and includes any adjustment to taxes payable in respect of previous years.
Deferred tax is recognized on any temporary differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of taxable
earnings. Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
period when the asset is realized and the liability is settled. The effect of a change in the enacted or
substantively enacted tax rates is recognized in net earnings and comprehensive income or in equity
depending on the item to which the adjustment relates.
Deferred tax assets are recognized to the extent future recovery is probable. At each reporting period end,
deferred tax assets are reduced to the extent that it is no longer probable that sufficient taxable earnings will
be available to allow all or part of the asset to be recovered.
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West Red Lake Gold Mines Inc.
Notes to Financial Statements
Years Ended September 30, 2019 and 2018
(Expressed in Canadian Dollars)
3.

Significant accounting policies (Continued)
(e)

Per share information
Basic loss per share is computed by dividing the loss for the year available to common shareholders by the
weighted average number of shares outstanding during the year. Diluted loss per share is computed similarly
to basic loss per share except that the weighted average shares outstanding are increased to include
additional shares for the assumed exercise of stock options and warrants, if dilutive. The number of additional
shares is calculated by assuming that outstanding stock options and warrants were exercised and that the
proceeds from such exercises were used to acquire common stock at the average market price during the
year. Options and warrants are anti-dilutive and, therefore, have not been taken into account in the per share
calculations.

(f)

Restoration, rehabilitation and environmental obligations
A legal or constructive obligation to incur restoration, rehabilitation and environmental costs may arise when
environmental disturbance is caused by the exploration, development or ongoing production of a mineral
property interest. Such costs arising from the decommissioning of plant and other site preparation work,
discounted to their net present value, are provided for and capitalized at the start of each project to the
carrying amount of the asset, as soon as the obligation to incur such costs arises. Discount rates using a
pretax rate that reflects the time value of money are used to calculate the net present value. These costs are
charged against profit or loss over the economic life of the related asset, through amortization using either a
unit-of-production or the straight-line method as appropriate. The related liability is adjusted for each period
for the unwinding of the discount rate and for changes to the current market based discount rate, amount or
timing of the underlying cash flows needed to settle the obligation. Costs for restoration of subsequent site
damage that is created on an ongoing basis during production are provided for at their net present values
and charged against profits as extraction progresses.
The Company has no material restoration, rehabilitation and environmental costs as the disturbance to date
is minimal.

(g)

Exploration and evaluation costs
Prior to obtaining property exploration rights, all costs incurred on properties are expensed. Subsequent to
obtaining exploration rights, the Company follows the practice of capitalizing all costs relating to the
acquisition of, exploration for and development of mineral properties. Such costs include, but are not
exclusive to geological and geophysical studies, exploratory drilling and sampling. The aggregate costs
related to abandoned mineral properties are charged to operations at the time of any abandonment or when
it has been determined that there is evidence of a permanent impairment. An impairment charge relating to a
mineral property is subsequently reversed when new exploration results or actual or potential proceeds on
sale or farmout of the property result in a revised estimate of the recoverable amount but only to the extent
that this does not exceed the original carrying value of the property that would have resulted if no impairment
had been recognized.
The recoverability of amounts shown for exploration and evaluation assets is dependent upon the discovery
of economically recoverable reserves, the ability of the Company to obtain financing to complete
development of the properties, and on future production or proceeds of disposition.
The Company recognizes reimbursements as a reduction in exploration and evaluation costs, costs
recovered on mineral properties when amounts are received. Any reimbursement in excess of the carrying
amounts are recognized in income.
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West Red Lake Gold Mines Inc.
Notes to Financial Statements
Years Ended September 30, 2019 and 2018
(Expressed in Canadian Dollars)
3.

Significant accounting policies (Continued)
(g)

Exploration and evaluation costs (Continued)
All capitalized exploration and evaluation expenditures are monitored for indications of impairment. Where a
potential impairment is indicated, assessments are performed for each area of interest. To the extent that an
exploration expenditure is not expected to be recovered, it is charged to the results of operations. Exploration
areas where reserves have been discovered, but require major capital expenditure before production can
begin, are continually evaluated to ensure that commercial quantities of reserves exist or to ensure that
additional exploration work is underway as planned.

(h)

Provisions
A provision is recognized when the Company has a present legal or constructive obligation as a result of a
past event, it is probable that an outflow of economic benefits will be required to settle the obligation, and the
amount of the obligation can be reliably estimated. If the effect is material, 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, where appropriate, the risks specific to the liability.
The Company had no material provisions at September 30, 2019 or September 30, 2018.

(i)

Property and equipment
Equipment or property is carried at cost, less accumulated depreciation and accumulated impairment
losses.
The cost of an item of equipment or property consists of the purchase price, any costs directly attributable to
bringing the asset to the location and condition necessary for its intended use and an initial estimate of the
costs of dismantling and removing the item and restoring the site on which it is located.
Amortization of equipment or property commences when the asset is available for use. Equipment or
property is amortized over its estimated useful life using the declining-balance method, which is based on
the cost of an item of equipment or property, less its estimated residual value. The following rates are used:
Computer equipment
Machinery and equipment
Vehicles

30%
20%
30%

An asset's residual value, useful life and depreciation method are reviewed, and adjusted if appropriate, on
an annual basis.
An item of equipment or property is de-recognized upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on disposal of the asset,
determined as the difference between the net disposal proceeds and the carrying amount of the asset, is
recognized in profit or loss in the statements of comprehensive income or loss.
Where an item of equipment or property consists of major components with different useful lives, the
components are accounted for as separate items of property, plant and equipment. Expenditures incurred to
replace a component of an item of equipment that is accounted for separately, including major inspection
and overhaul expenditures, are capitalized.
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West Red Lake Gold Mines Inc.
Notes to Financial Statements
Years Ended September 30, 2019 and 2018
(Expressed in Canadian Dollars)
3.

Significant accounting policies (Continued)
(j)

Share-based payment transactions
The fair value of equity-settled share options granted to employees is recognized as an expense over the
vesting period with a corresponding increase in equity. An individual is classified as an employee when the
individual is an employee for legal or tax purposes (direct employee) or provides services similar to those
performed by a direct employee, including directors of the Company.
The fair value is measured at the grant date and is recognized over the period during which the options vest.
The fair value of the options granted is measured using the Black-Scholes option-pricing model, taking into
account the terms and conditions upon which the options were granted. At each financial position reporting
date, the amount recognized as an expense is adjusted to reflect the actual number of share options that are
expected to vest.
The fair value of share based payments to non-employees and other share-based payments are based on the
fair value of the goods or services received. If the Company cannot estimate reliably the fair value of the
goods or services received, the Company measures their value, and the corresponding increase in equity,
indirectly, by reference to the fair value of the equity instruments granted at the date the Company receives
the goods or services.

(k)

Flow-through shares
Flow-through shares are a unique Canadian tax incentive. Under IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors ("IAS 8"), the Company may apply judgment on accounting policies in the
absence of specific guidance within IFRS. Therefore, the Company has adopted a policy whereby flowthrough proceeds are allocated between the offering of the common shares and the sale of tax benefits when
the common shares are offered. The allocation is made based on the difference between the quoted price of
the common shares and the amount the investor pays for the flow-through shares. A liability is recognized for
the premium paid (if any) by the investors and is then recognized as a deferred tax recovery on renunciation
to the tax authorities and when the required spending is complete.

(l)

Significant accounting judgments and estimates
The preparation of these 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 financial
statements and reported amounts of expenses during the reporting period. Actual outcomes could differ
from these estimates. These financial statements include estimates that, by their nature, are uncertain. The
impacts of such estimates are pervasive throughout the financial statements, and may require accounting
adjustments based on future occurrences. Revisions to accounting estimates are recognized in the period in
which the estimate is revised and future periods if the revision affects both current and future periods. These
estimates are based on historical experience, current and future economic conditions and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.
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3.

Significant accounting policies (Continued)
(m)

Critical accounting estimates
Significant assumptions about the future that management has made that could result in a material
adjustment to the carrying amounts of assets and liabilities, in the event that actual results differ from
assumptions made, relate to, but are not limited to, the following:
Useful life of property and equipment
Property and equipment is amortized over the estimated useful life of the assets. Changes in the estimated
useful lives would increase or decrease the amount of depreciation recorded during the period and the
carrying value of equipment.
Share-based payments
Management is required to make certain estimates when determining the fair value of stock options awards,
and the number of awards that are expected to vest. These estimates affect the amount recognized as sharebased compensation in the statements of loss and comprehensive loss, based on estimates of forfeiture and
expected lives of the underlying stock options.
Warrants
Management is required to make certain estimate on all inputs in the Black-Scholes option-pricing model,
when determining the fair value of warrants included in unit financings.

(n)

Critical accounting judgments
Income taxes and recovery of deferred tax assets
Provisions for taxes are made using the best estimate of the amount expected to be paid based on a
qualitative assessment of all relevant factors. The Company reviews the adequacy of these provisions at the
end of the reporting period. However, it is possible that at some future date an additional liability could result
from audits by taxing authorities. Where the final outcome of these tax related matters is different from the
amounts that were initially recorded, such differences will affect the tax provisions in the period in which such
determination is made.
Going concern assumption
Going concern presentation of the financial statements which assumes that the Company will continue in
operation for the foreseeable future and will be able to realize its assets and discharge its liabilities in the
normal course of operations as they come due. The Company can obtain sufficient financing to cover planned
operations throughout the next twelve month period and fund the working capital deficiency.
Restoration, rehabilitation and environmental obligations
Management's assumption of no material restoration, rehabilitation and environmental exposure, is based
on the facts and circumstances that existed in the current and prior periods.
Capitalization of exploration and evaluation costs and recoverability
At the end of each reporting period, the Company reviews the carrying amounts of its exploration and
evaluation costs to determine whether there is any indication that those assets have suffered an impairment
loss. Where such an indication exists, the recoverable amount of the exploration and evaluation costs are
estimated in order to determine the extent of the impairment loss. Management has determined the
recoverable amount is greater than the carrying value.
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3.

Significant accounting policies (Continued)
(o)

Fair value hierarchy
The following summarizes the methods and assumptions used in estimating the fair value of the Company's
financial instruments where measurement is required. The fair value of cash and cash equivalents
approximates their carrying amounts due to the relatively short period to maturity. Fair value amounts
represent point-in-time estimates and may not reflect fair value in the future. The measurements are
subjective in nature, involve uncertainties and are a matter of judgment. The methods and assumptions used
to develop fair value measurements, for those financial instruments where fair value is recognized in the
statement of financial position, have been prioritized into three levels as per the fair value hierarchy.
Level one includes quoted prices (unadjusted) in active markets for identical assets or liabilities. Level two
includes inputs that are observable other than quoted prices included in level one. Level three includes inputs
that are not based on observable market data. Financial instruments measured at fair value include cash and
cash equivalents, which are measured as level one.

(p)

Changes in accounting policies
IFRS 9 Financial Instruments ("IFRS 9")
Effective October 1, 2018, the Company adopted IFRS 9. In July 2014, the IASB issued the final publication of
the IFRS 9 standard, which supersedes IAS 39 - Financial Instruments: Recognition and Measurement ("IAS
39"). IFRS 9 includes revised guidance on the classification and measurement of financial instruments, new
guidance for measuring impairment on financial assets, and new hedge accounting guidance. The Company
has adopted IFRS 9 on a retrospective basis, however, this guidance had no material impact to the
Company's financial statements.
Under IFRS 9, financial assets are classified and measured based on the business model in which they are
held and the characteristics of their contractual cash flows. IFRS 9 contains the primary measurement
categories for financial assets: measured at amortized cost, fair value through other comprehensive income
(FVTOCI) and fair value through profit and loss (FVTPL).
The new hedge accounting guidance had no impact on the Company's financial statements.
Below is a summary showing the classification and measurement bases of the Company's financial
instruments as at October 1, 2018 as a result of adopting IFRS 9, along with comparison to IAS 39.
Classification
Cash and cash equivalents
Accounts payable and accrued liabilities

IAS 39

IFRS 9

FVTPL
Other financial liabilities (amortized cost)

FVTPL
Amortized cost
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3.

Significant accounting policies (Continued)
(q)

Future accounting changes
The following accounting pronouncements have been released but have not yet been adopted by the
Company. The Company expects the adoption of the new standards to have no material impact on its
financial statements.
IFRS 16 Leases ("IFRS 16")
IFRS 16 was issued in January 2016 and replaces IAS 17 – Leases as well as some lease related
interpretations. With certain exceptions for leases under twelve months in length or for assets of low value,
IFRS 16 states that upon lease commencement a lessee recognises a right-of-use asset and a lease liability.
The right-of-use asset is initially measured at the amount of the liability plus any initial direct costs. After lease
commencement, the lessee shall measure the right-of-use asset at cost less accumulated depreciation and
accumulated impairment. A lessee shall either apply IFRS 16 with full retrospective effect or alternatively not
restate comparative information but recognise the cumulative effect of initially applying IFRS 16 as an
adjustment to opening equity at the date of initial application. IFRS 16 requires that lessors classify each
lease as an operating lease or a finance lease. A lease is classified as a finance lease if it transfers
substantially all the risks and rewards incidental to ownership of an underlying asset. Otherwise it is an
operating lease. IFRS 16 is effective for annual periods beginning on or after January 1, 2019.

4.

Capital management
The Company manages its capital with the following objectives:


to ensure sufficient financial flexibility to achieve the ongoing business objectives including funding of future
growth opportunities, and pursuit of accretive acquisitions; and



to maximize shareholder return through enhancing the share value.

The Company monitors its capital structure and makes adjustments according to market conditions in an effort to
meet its objectives given the current outlook of the business and industry in general. The Company may manage its
capital structure by issuing new shares, repurchasing outstanding shares, adjusting capital spending, or disposing of
assets. The capital structure is reviewed by Management and the Board of Directors on an ongoing basis.
The Company considers its capital to be equity, comprising share capital, reserves and deficit which at September
30, 2019 totalled $12,376,784 (September 30, 2018 - $11,987,843).
The Company manages capital through its financial and operational forecasting processes. The Company reviews
its working capital and forecasts its future cash flows based on operating expenditures, and other investing and
financing activities. The forecast is updated based on activities related to its mineral properties. The Company’s
capital management objectives, policies and processes have remained unchanged during the year ended
September 30, 2019. The Company is not subject to any externally imposed capital requirements.
In connection with the flow-through share financing that closed during the year ended September 30, 2019, the
Company has committed to incur qualifying Canadian exploration expenditures of $439,810 by December 31, 2019
and $380,000 by December 31, 2020. If the Company does not incur the required qualifying expenditures, it will be
required to indemnify the holders of the flow-through shares for any tax and other costs payable by them as a result
of the Company not making the required expenditures. As at September 30, 2019, the Company had approximately
$400,000 committed qualifying expenditures remaining to be spent by December 31, 2019 and $380,000 to be spent
by December 31, 2020.
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5.

Financial risk factors
The Company’s risk exposures and the impact on the Company’s financial instruments are summarized below:
Credit risk
Credit risk is the risk of financial loss to the Company if a customer or counter party to a financial instrument fails to
meet its contractual obligations.
The Company's credit risk is primarily attributable to cash and cash equivalents. The Company has credit risk
arising from operations as the joint venture partner's interest in the joint venture can be diluted for non-payment of
its share of expenditures. Cash and cash equivalents are on deposit with a Canadian chartered bank, from which
management believes the risk of loss is remote. The Company’s maximum exposure to credit risk as at September
30, 2019 is the carrying value of cash and cash equivalents.
Interest rate risk
The Company has cash and cash equivalents bearing fixed interest rates and no variable interest bearing debt. The
Company’s current policy is to invest excess cash in investment-grade short term deposit certificates issued by its
banking institutions. The Company periodically monitors the investments it makes and is satisfied with the credit
ratings of its banks.
Liquidity risk
The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities
when due. As at September 30, 2019, the Company had current assets of $647,500 (September 30, 2018 $114,749) to settle current liabilities of $448,812 (September 30, 2018 - $187,986). The ability of the Company to
continue to pursue its exploration activities and continue as a going concern is dependent on its ability to secure
additional equity or other financing. All of the Company’s financial liabilities have contractual maturities of less than
30 days and are subject to normal trade terms. As at September 30, 2019, the Company had working capital of
$198,688 (September 30, 2018 negative working capital of - $73,237).
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6.

Property and equipment
Cost
Computer
Equipment
Balance, September 30, 2017

$

Balance, September 30, 2018
Balance, September 30, 2019

10,638

Machinery and
Equipment
$

10,638
$

10,638

161,114

Vehicles
$

161,114
$

161,114

66,405

Total
$

66,405
$

66,405

238,157
238,157

$

238,157

Accumulated depreciation
Computer
Equipment
Balance, September 30, 2017
Depreciation

$

Balance, September 30, 2018
Depreciation
Balance, September 30, 2019

8,790
554

Machinery and
Equipment
$

9,344
388
$

9,732

140,541
4,114

Vehicles
$

144,655
3,291
$

147,946

61,707
1,410

Total
$

63,117
987
$

64,104

211,038
6,078
217,116
4,666

$

221,782

Carrying amounts
Computer
Equipment

Machinery and
Equipment

Vehicles

Total

At September 30, 2018

$

1,294

$

16,459

$

3,288

$

21,041

At September 30, 2019

$

906

$

13,168

$

2,301

$

16,375
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7.

Exploration and evaluation costs
On a quarterly basis, management of the Company reviews exploration costs to ensure mineral properties and
deferred exploration expenditures include only costs and projects that are eligible for capitalization.
Balance,
September 30,
2018
Mount Jamie
Rowan
Red Summit

Acquisition

Reimbursements

$

5,647,776
6,197,482
653,861

$

10,000
-

$

1,477
282,601
98

$

(250,054)
-

$

5,659,253
6,230,029
653,959

$

12,499,119

$

10,000

$

284,176

$

(250,054)

$

12,543,241

Balance,
September 30,
2017
Mount Jamie
Rowan
Red Summit

Exploration

Balance,
September 30,
2019

Acquisition

Exploration

Reimbursements

Balance,
September 30,
2018

$

5,631,167
5,663,956
653,763

$

10,000
-

$

6,609
913,411
98

$

(379,885)
-

$

5,647,776
6,197,482
653,861

$

11,948,886

$

10,000

$

920,118

$

(379,885)

$

12,499,119

The Company's properties are as follows:
The 3100 hectare West Red Lake Project consists of three contiguous properties located in Red Lake Mining
Division, District of Kenora (Patricia Portion), Northwestern Ontario. The West Red Lake Project is 20km west
of Balmertown, Ontario, 250km northeast of Winnipeg, Manitoba, 150km north northwest of Dryden, Ontario
and 430km northwest of Thunder Bay, Ontario. The property is part of the historic Red Lake Gold District and
hosts three past producing mines - the Mount Jamie Mine, Rowan Mine, and Red Summit Mine.

- 16 -

West Red Lake Gold Mines Inc.
Notes to Financial Statements
Years Ended September 30, 2019 and 2018
(Expressed in Canadian Dollars)
7.

Exploration and evaluation costs (Continued)
(a)

Mount Jamie
The Mount Jamie Mine property is comprised of 26 claims which were assembled through a series of
transactions of properties that are contiguous to and include the original nine claim Mount Jamie Mine property.
(1) In 2005, the Company entered an option agreement to acquire a 75% interest in nine patented mining
claims from Jamie Frontier Resources Inc. for $80,000 in cash, 550,000 common shares of the Company,
exploration work totaling $1 million, and a 3% Net Smelter Royalty ("NSR").
During 2007, the Company completed the acquisition of the remaining 25% interest in the Mount Jamie Mine
property for 2,000,000 common shares of the Company. The Company now has a 100% interest in the nine
mining claims located in the Red Lake Gold District in Ontario.
(2) During 2007, the Company entered into an option agreement to earn a 100% interest in five mining claims
contiguous to the east of the Mount Jamie Mine property. Total consideration for these claims consisted of
cash payments of $70,000, the issuance of 200,000 common shares of the Company and a commitment to
carry out exploration work totaling $140,000, or cash/shares in lieu of, over a four year period. In February
2012, having met all of the requirements under the option agreement, the Company exercised its option and
now owns a 100% interest in the mining claims. The property is subject to a 3% NSR in favour of the vendors,
with an annual advance royalty in the amount of $10,000 plus a onetime payment of $500,000 due on the
Company completing a bankable feasibility study.
(3) During 2007, the Company entered into an option agreement to acquire a 100% interest in a six mining
claim property adjacent to the Mount Jamie Mine property. The claims are contiguous to the west along strike
with the Company’s existing Mount Jamie Mine property. The Company issued 150,000 common shares as
consideration and now owns a 100% interest in the property which is subject to a 3% NSR in favour of the
vendors.
(4) During 2008, the Company entered into an option agreement with Rubicon Minerals Corporation to earn a
100% interest in four mining claims contiguous to the south of the Mount Jamie Mine property. The aggregate
purchase price consisted of cash payments of $50,000 and the issuance of 75,000 common shares. The
Company now holds a 100% interest in the four mining claims, which is subject to a 2% NSR in favour of
Rubicon Minerals Corporation.
(5) During 2010, the Company entered into an option agreement to earn a 100% interest in two mining claims
contiguous to the east of the Mount Jamie Mine property. The aggregate purchase price consists of cash
payments of $125,000 and the issuance of 100,000 common shares of the Company over a four year period to
2014. Payments under the original option amounted to $85,000 cash and 100,000 common shares. The
Company now holds 100% interest in the two mining claims, which is subject to a 2% NSR in favour of Rubicon
Minerals Corporation. On November 24, 2014, the Company amended the option agreement to change the
remaining cash commitment of $40,000 for the year ending September 30, 2015 into two payments with each
consisting of $11,000 and 250,000 common shares on December 31, 2014 (paid and issued) and December
31, 2015 (paid and issued subsequent to September 30, 2015), respectively.
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7.

Exploration and evaluation costs (Continued)
(b) Rowan
During 2008, the Company entered into an Option and Joint Venture Agreement with Red Lake Gold Mines
("RLGM"), related to RLGM's 117 claim, 2,187 hectare Rowan Mine property, which is contiguous to the east of
the Mount Jamie Mine property.
During fiscal 2011, the Company met the requisite exploration expenditures of $2,500,000 on the Rowan Mine
property and exercised its option to acquire a 60% joint venture ownership interest in the property. RLGM
advised the Company that it did not intend to exercise the option back-in right to purchase a 20% interest in the
property for $5,000,000. Accordingly, the Company issued 1,000,000 common shares in favour of RLGM, with
a fair value of $340,000.
Subsequent to the formation of the joint venture, RLGM has a joint venture back-in right to purchase 11%
interest in the property from the Company, within 90 days of the joint venture expending $5,000,000 on
operations, for $7,000,000. If RLGM exercises the joint venture back-in right, it will thereafter have a 51% joint
venture interest and the Company will have a 49% joint venture interest in the Rowan Mine property.
During the year ended September 30, 2019, the joint venture expenditures reached $5,000,000 and RLGM
gave notice that it will not exercise the back-in right and the back-in right terminated.
The Joint Venture Agreement provides that if a participant’s interest falls below 10% the interest converts to a
2% NSR.
(c) Red Summit
During 2008, the Company entered into an option agreement with Claude Resources Inc. to earn a 100%
interest in two patented mining claims containing the former Red Summit Mine and surrounded by the Rowan
Mine property. Total consideration for the claims included a cash payment of $25,000 plus work commitments
of $100,000. The Company has made the cash payment and completed its work commitments. The mining
claims have been transferred into the name of the Company.
The property is subject to a 3% NSR.

8.

Share capital
(a)

Authorized
Unlimited number of common shares without par value.

(b)

Issued
Shares issued during the year ended September 30, 2018, were as follows:
(i)

In December 2017, the Company closed a non-brokered private placement of 5,033,333 flow-through
units at a price of $0.15 per unit for gross proceeds of $755,000. Each flow-through unit consisted of
one flow-through common share and one half of a common share purchase warrant. Each whole
warrant entitles its holder to purchase one additional common share at a price of $0.25 for a period of
18 months from the date of closing.
The 2,516,666 warrants were assigned a fair value of $103,435 using the Black-Scholes option-pricing
model. The following weighted average assumptions were used: Risk free interest rate – 1.61%;
expected volatility – 104% (which is based on historical volatility of the Company's share price);
dividend yield - nil; expected life - 1.5 years; share price - $0.13.

(ii)

In December 2017, the Company issued 1,235,999 common shares, with a fair value of $148,320, in
exchange for $185,400 of services rendered. The valuation was based on the fair value of the shares
issued. As a result the Company recorded a gain on settlement of debt of $37,080.
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8.

Share capital (continued)
(b)

Issued (continued)
(iii)

During the year ended September 30, 2018, 1,800,000 warrants with a weighted average exercise
price of $0.10 (note 9) were exercised for total proceeds of $180,000.

(iv)

In June 2018, the Company issued 575,000 common shares, with a fair value of $46,000, in exchange
for $71,875 of services rendered. The valuation was based on the fair value of the shares issued. As a
result the Company recorded a gain on settlement of debt of $25,875.

(v)

In August 2018, the Company issued 64,000 common shares, with a fair value of $4,480, in exchange
for $8,000 of services rendered. The valuation was based on the fair value of the shares issued. As a
result the Company recorded a gain on settlement of debt of $3,520.

Shares issued during the year ended September 30, 2019, were as follows:
(vi)

In December 2018, the Company completed a non-brokered private placement of 6,283,000 flowthrough units at $0.07 per flow-through unit for aggregated gross proceeds of $439,810. Each flowthrough unit consists of one common share in capital of the Company and one half of a common share
purchase warrant. Each full warrant entitles its holder to purchase one common share in the capital of
the Company at an exercise price of $0.10 per share for a period of 18 months from the date of
issuance. In connection with the financing, the Company paid finders' fees of $29,106.
The 3,141,500 warrants were assigned a fair value of $97,700 using the Black-Scholes option-pricing
model. The following weighted average assumptions were used: Risk free interest rate – 1.85%;
expected volatility – 142% (which is based on historical volatility of the Company's share price);
dividend yield - nil; expected life - 1.5 years; share price - $0.06.

(vii)

On January 2, 2019, the Company issued 1,567,141 common shares with fair value of $94,028 to settle
$109,700 of debt owed by the Company. As a result the Company recorded a gain on settlement of
debt of $15,672.

(viii)

In September 2019, the Company completed a non-brokered private placement of common share units
and flow-through units for aggregated gross proceeds of $560,000.
The Company issued 4,750,000 flow-through units at a price of $0.08 per flow-through unit for
aggregated gross proceeds of $380,000. Each flow-through unit consists of one common share in
capital of the Company and one half of a common share purchase warrant. Each full warrant entitles its
holder to purchase one common share in the capital of the Company at an exercise price of $0.10 per
share for a period of 18 months from the date of issuance.
The flow-through units were issued at a premium to the market price in recognition of the tax benefits
accruing to the shareholders. The deferred premium on flow-through units was calculated to be
$110,910.
The 2,375,000 warrants were assigned a fair value of $113,000 using the Black-Scholes option-pricing
model. The following weighted average assumptions were used: Risk free interest rate – 1.63%;
expected volatility – 134% (which is based on historical volatility of the Company's share price);
dividend yield - nil; expected life - 1.5 years; share price - $0.085.
The Company also issued 3,000,000 common share units at a price of $0.06 per common share unit
for aggregated gross proceeds of $180,000. Each common share unit consists one common share of
in capital of the Company and one half of a common share purchase warrant. Each full warrant entitles
its holder to purchase one common share in the capital of the Company at an exercise price of $0.10
per share for a period of 24 months from the date of issuance.
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8.

Share capital (continued)
(b)

Issued (continued)
(viii)

(continued) The 1,500,000 warrants were assigned a fair value of $81,000 using the Black-Scholes
option-pricing model. The following weighted average assumptions were used: Risk free interest rate –
1.63%; expected volatility – 135% (which is based on historical volatility of the Company's share price);
dividend yield - nil; expected life - 2 years; share price - $0.085.
In connection with the financing, the Company paid finders' fees of $35,000.

(ix)
9.

On September 19, 2019, the Company issued 1,629,625 common shares with a fair value of $130,370
to settle $130,370 of debt owed by the Company.

Warrants
The following summarizes the warrant activity for the years ended September 30, 2018 and September 30, 2019:
Number
of Warrants

Weighted Average
Exercise Price($)

Balance, September 30, 2017
Exercised (i)
Issued (Note 8(b)(i))
Expired

14,868,750
(1,800,000)
2,516,666
(13,068,750)

0.26
0.10
0.25
0.28

Balance, September 30, 2018
Issued (Note 8(b)(vi)(viii))
Expired

2,516,666
7,016,500
(2,516,666)

0.25
0.10
0.25

Balance, September 30, 2019

7,016,500

0.10

(i) The weighted average common share price on date of exercise was $0.10.
As at September 30, 2019, the following warrants were outstanding:

Expiry Date
June 30, 2020
March 16, 2021
March 26, 2021
September 16, 2021
September 26, 2021

Number of
Warrants

Exercise
Price($)

3,141,500
2,187,500
187,500
750,000
750,000

0.10
0.10
0.10
0.10
0.10

7,016,500

0.10

- 20 -

West Red Lake Gold Mines Inc.
Notes to Financial Statements
Years Ended September 30, 2019 and 2018
(Expressed in Canadian Dollars)
10.

Stock options
The Company has a stock option plan (the "Plan") under which the directors of the Company may grant options to
acquire common shares of the Company to directors and officers, employees, and consultants of the Company.
Exercise prices cannot be less than the closing price of the Company's shares on the trading day preceding the date
of grant and the maximum term of any option cannot exceed five years. The options vest immediately unless
otherwise specified. The maximum aggregate number of common shares under options any time under the Plan
cannot exceed 10% of the issued shares.
The following summarizes the stock option activity for the years ended September 30, 2018 and September 30,
2019:
Number of
Stock Options

Weighted Average
Exercise Price($)

Balance, September 30, 2017
Expired

4,000,000
(100,000)

0.21
0.10

Balance, September 30, 2018
Forfeited
Expired
Granted (i)

3,900,000
(300,000)
(2,550,000)
450,000

0.21
0.10
0.24
0.10

1,500,000

0.16

Balance, September 30, 2019

(i) In September 2019, the Company granted 450,000 stock options to consultants of the Company at an exercise
price of $0.10. The options expire 2 years from grant and vested immediately. A fair value of $20,900 was
determined using the Black-Scholes option pricing model. The following weighted average assumptions were used:
risk-free interest rate - 1.60%; expected volatility 135% (which is based on historical volatility of the Company's
share price); dividend yield - nil; expected life - 2 years; and share price - $0.08.
The following table provides additional information about outstanding stock options as at September 30, 2019:

Expiry
December 20, 2019 (1)
August 14, 2020
August 8, 2021
September 19, 2021

As at September 30, 2019, all options are exercisable.
(1)

Expired unexercised after September 30, 2019.
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Number of
Options
Outstanding

Exercise
Price ($)

Contractual
Life (Years)

0.20
0.10
0.25
0.10

0.22
0.87
1.86
1.97

350,000
300,000
400,000
450,000

0.16

1.31

1,500,000

West Red Lake Gold Mines Inc.
Notes to Financial Statements
Years Ended September 30, 2019 and 2018
(Expressed in Canadian Dollars)
11.

Related party transactions
The Company considers key management to be officers and directors. During the year ended September 30, 2019,
$222,681 (year ended September 30, 2018 - $256,274) of fees were paid or accrued to key management and
companies controlled by or related to key management.
Officers and directors of the Company were also reimbursed out of pocket expenses that occurred in the normal
course of operations.
At September 30, 2019, accounts payable and accrued liabilities includes $124,665 (September 30, 2018 - $68,839)
owing to officers, directors and companies controlled by officers and directors.
During the year ended September 30, 2019, the Company issued 1,039,285 common shares with a fair value of
$78,000 for balances owing for services from an officer and directors of the Company (see note 8(b)(vii) and (ix)).
Accilent Capital Management Inc., ("Accilent") a significant shareholder, purchased an aggregate of 2,300,000 flowthrough units and was paid finder's fees of $11,270 in the December 2018 private placement (see note 8(b)(vi)). The
Company issued 140,875 common shares with a fair value of $11,270 for balances owing to Accilent.
During the year ended September 30, 2019, the Company expensed $9,788 (year ended September 30, 2018 $17,400) for rent to Accilent.
The above noted transactions are in the normal course of business and are approved by the Board of Directors.
As at September 30, 2019, directors and officers of the Company that individually control less than 10% of the
common shares collectively control 6,037,252 common shares of the Company or approximately 4% of shares
outstanding.
As at September 30, 2019, Accilent has indirect control and direction over 37,221,501 common shares and direct
control and direction over 696,000 common shares of the Company, representing approximately 27% of shares
outstanding.
To the knowledge of directors and officers of the Company, the remainder of the Company’s outstanding common
shares are widely held. These holdings can change at any time, at the sole discretion of the shareholders.

12.

Commitment
Pursuant to the letter of agreement dated March 5, 2007 related to the 5 Golden Tree claim portion of the 26 claim
Mount Jamie Mine property, a one-time payment of $500,000 is to be paid within 30 days of the Company obtaining
a bankable feasibility study. In addition, the Company must make advance royalty payments of $10,000 per year,
which will be deductible from future net smelter royalties, if any.
The Company is partly financed by the issuance of flow-through shares. However, there is no guarantee that the
funds spent by the Company will qualify as Canadian exploration expenses, even if the Company has committed to
take all the necessary measures for this purpose. The Company has an obligation to spend $439,810 on Canadian
exploration expenditures prior to December 31, 2019 and $380,000 prior to December 31, 2020. As at September
30, 2019, the balance of the obligation is approximately $780,000.
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13.

Income taxes
(a)

Provision for income taxes
The following table reconciles the expected income tax provision at the statutory tax rate of 26.5% (2018 26.5%) to the amounts recognized in the statement of loss:
Year Ended
September 30,
2019
2018
Net loss before income taxes

$

Expected tax recovery at statutory rates
Increase (decrease) resulting from
True up of prior year timing differences
Share-based compensation and non-deductible expenses
Effect of flow-through renunciation

(b)

(755,604) $

(793,542)

(200,230)

(210,290)

89,660
41,780
9,040

(128,140)
5,140
136,400

Total income tax recovery

$

(59,750) $

(196,890)

The Company's income tax (recovery) is allocated as follows:
Current tax recovery
Deferred tax recovery

$

- $
(59,750)

(196,890)

$

(59,750) $

(196,890)

Deferred tax balances
The tax effects of temporary differences that give rise to deferred tax assets and deferred tax liabilities at
September 30, 2019 and 2018 are as follows:
September 30,
2019
2018

As at
Deferred income tax asset
Non-capital tax losses carry-forward
Share issue costs
Fixed assets

$

Deferred tax liabilities
Deferred exploration expenses
Net deferred tax liability

$
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2,241,040 $
29,920
57,870

2,070,810
28,520
56,630

2,328,830

2,155,960

(2,710,350)

(2,615,040)

(381,520) $

(459,080)

West Red Lake Gold Mines Inc.
Notes to Financial Statements
Years Ended September 30, 2019 and 2018
(Expressed in Canadian Dollars)
13.

Income taxes (Continued)
(c)

Non-capital losses
The Company has accumulated non-capital losses for income tax purposes which can be carried forward to
be applied against future taxable income. The right to use these losses expires as follows:
Canada

Year
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039

(d)

Tax loss
$

40,750
442,630
622,830
448,180
623,160
710,460
512,930
453,840
334,880
335,540
877,640
1,581,850
811,470
660,620

$

8,456,780

Capital losses
The tax benefit of capital losses of $2,498,130 which can be carried forward indefinitely, has not been
recognized in the financial statements due to the unpredictability of future capital gains.

14.

Subsequent events
Subsequent to September 30, 2019, 350,000 options expired unexercised.
On January 3, 2020, the Company announced that it has completed a non-brokered private placement of 1,430,000
flow-through units at a price of $0.07 per unit for gross proceeds of $100,100. Each flow-through unit consisted of
one common share in the capital of the Company and one half of a common share purchase warrant. Each whole
warrant entitles its holder to purchase one additional common share at a price of $0.10 for a period of 18 months
from the date of closing.
The Company also announced that it has issued 1,285,716 common shares to settle $90,000 of debt owed by the
Company.
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