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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying consolidated financial statements of Western Gold Exploration Ltd. were
prepared by management in accordance with International Financial Reporting Standards (“IFRS”)
as issued by the International Accounting Standards Board (“IASB”). Management acknowledges
responsibility for the preparation and presentation of the consolidated financial statements, including
responsibility for significant accounting judgments and estimates and the choice of accounting
principles and methods that are appropriate to the Company’s circumstances.

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
consolidated 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
consolidated financial statements and (ii) the consolidated 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 periods presented by the consolidated financial statements.

The Board of Directors is responsible for reviewing and approving the consolidated financial
statements together with other financial information of the Company and for ensuring that
management fulfills its financial reporting responsibilities.

The Board of Directors exercises its responsibilities through the Audit Committee of the Board which
meets to satisfy itself that management’s responsibilities are properly discharged and with the
external auditors to review the consolidated financial statements before they are presented to the
Board of Directors for approval.

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.

The Audit Committee has met with the Company’s independent auditor to review the scope and
results of the annual audit and to review the consolidated financial statements and related financial
reporting matters prior to recommending the consolidated financial statements be approved.

The Company’s independent auditor, simone & company, has conducted an audit in accordance with
generally accepted auditing standards in Canada, and their report follows.

Signed
“Ross McLellan” “Jim O’Neill”
Ross McLellan Jim O’Neill

Chief Executive Officer and Director Chief Financial Officer



simone & company chartered professional accountant Oakville, Ontario, Canada
licensed public accountant

Independent Auditor's Report

To the Shareholders of
Western Gold Exploration Ltd.

We have audited the consolidated financial statements of Western Gold Exploration Ltd., which
comprise the consolidated statements of financial position as at December 31, 2022 and 2022, and
the consolidated statements of net loss and comprehensive loss, consolidated statements of
changes in equity and consolidated statements of cash flows as at and for the years then ended, and
notes to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Company as at December 31, 2022 and 2021, and its financial
performance and its cash flows for the years then ended in accordance with International Financial
Reporting Standards (IFRS).

Basis for Opinion

We conducted our audits in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the ethical requirements that are relevant to our audit 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 consolidated financial statements, which indicates that the
Company has an accumulated deficit at December 31, 2022 and, as of that date, the Company
expects to incur further losses. Also, the Company's ability to fund working capital and exploration
activities, and to generate positive cash flows, is dependent upon its ability to obtain external
financing. As stated in Note 1, these events or conditions, along with other matters as set forth in
Note 1, indicate that material uncertainties exist that cast significant doubt on the Company’s ability
to continue as a going concern. Our opinion is not modified in respect of this matter.

Information Other than the Financial Statements and Auditors' Report Thereon
Management is responsible for the other information. The other information is comprised of the
information included in Management's Discussion and Analysis.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above and, 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.
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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 in this auditor's report. 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 consolidated
financial statements in accordance with IFRS, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

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

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

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

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

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

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

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

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the 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.

o 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.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

The engagement executive on the audit resulting in this Independent Auditor's Report is Marco F.
Simone.

April 26, 2023 S e + Wﬂ7 :



Western Gold Exploration Ltd.

Consolidated Statements of Financial Position
As at December 31, 2022 and 2021

(Expressed in Canadian Dollars)

As at December 31, 2022 2021
Assets
Current
Cash $ 781,511 $ 1,447,733
Prepaids 12,452 17,760
VAT recoverable 25,419 7,389
Research and development tax credits recoverable
(Note 6) - 275,025
819,382 1,747,907
Non-current assets
Property, plant and equipment (Note 5) 22,864 -
Exploration and evaluation properties (Notes 2, 6) 553,050 1,106,100
575,914 1,106,100
Total Assets $ 1,395,296 $ 2,854,007
Liabilities
Current
Accounts payable and accrued liabilities $ 100,298 $ 60,796
100,298 60,796
Shareholders’ Equity (Note 7)
Share capital 11,243,359 10,161,621
Contributed surplus 880,310 894,715
Deficit (10,884,000) (8,320,914)
Cumulative other comprehensive loss 55,329 57,789
1,294,998 2,793,211
Total Liabilities and Shareholders’ Equity $ 1,395,296 $ 2,854,007

Approved by the Board:

“Stuart Olley”
Director

‘Ross McLellan”

Director

See accompanying notes to consolidated financial statements



Western Gold Exploration Ltd.

Consolidated Statements of Net Loss and Comprehensive Loss

Years Ended December 31, 2022 and 2021

(Expressed in Canadian Dollars)

For the Year Ended December 31, 2022 2021
Expenses
Amortization $ 2,262 $ -
Compensation (Note 10) 172,190 93,960
Exploration and evaluation expenses (Notes 2, 10) 1,606,698 1,026,047
Exploration and evaluation property impairment 553,050 -
Office and sundry 64,750 86,447
Professional fees 64,465 145,532
Regulatory fees and Investor relations 52,930 62,239
Foreign exchange losses 46,741 31,025
Net Loss 2,563,086 1,445,250
Translation (gain) loss 2,460 (9,447)
Comprehensive loss $ 2,565,545 $ 1,435,803
Basic and diluted loss per share (Note 13) $ 0.088 $ 0.054
Weighted average number of common shares
outstanding — basic and diluted 29,314,287 26,604,705

See accompanying notes to consolidated financial statements



Western Gold Exploration Ltd.

Consolidated Statements of Changes in Equity
Years Ended December 31, 2022 and 2021
(Expressed in Canadian Dollars)

Foreign
Currency
Number of Share Contributed Translation
Common Shares Capital Surplus Deficit Adjustment Total
Balance, December 31, 2020 26,604,705 $10,161,621 $1,032,160  $ (7,013,109) $48,343 $ 4,229,014
Options expired - - (137,445) 137,445 - -
Translation adjustment - - - - 9,447 9,447
Net loss - - - (1,445,250) - (1,445,250)
Balance, December 31, 2021 26,604,705 $10,161,621 $ 894,715 $(8,320,914) $57,790 $ 2,793,211
Issue of common shares 7,666,646 1,149,997 1,149,997
Share issuance costs (82,664) (82,664)
Issue of warrants (178,000) 178,000 -
Warrants expired 192,405 (192,405) -
Net loss (2,563,086) (2,563,085)
Translation adjustment - - - - (2,461) (2,461)
Balance, December 31, 2022 34,271,351 $11,243,359 $880,310 (10,884,000) ($55,329) $ 1,294,998

See accompanying notes to consolidated financial statements



Western Gold Exploration Ltd.

Consolidated Statements of Cash Flows
Years Ended December 31, 2022 and 2021
(Expressed in Canadian Dollars)

For the Year Ended December 31,

2022

2021

Operations

Net loss for the year
Adjustments for:

$ (2,563,085)

$ (1,445,251)

Amortization 2,262 -
Exploration and evaluation property impairment 553,050 -
Unrealized foreign exchange movements (8,431) 8,103
(2,016,204) (1,437,148)
Net changes in non-cash working capital:
VAT recoverable (18,030) 21,584
Accounts payable and accrued liabilities 39,502 (181)
Prepaids 5,308 (17,760)
Research and development tax credit recoverable 275,025 (207,869)
Cash used in operating activities (1,714,399) (1,641,374)
Investing
Purchase of vehicles and software (25,126) -
Cash used in investing activities (25,126) -
Financing
Issuance of share capital 1,067,333 -
Cash provided by financing activities 1,067,333 -
Net Decrease in cash (672,192) (1,641,374)
Effect of foreign exchange on cash 5,970 1,345
Cash at the beginning of year 1,447,733 3,087,762
Cash at end of year $ 781,511 $ 1,447,733

See accompanying notes to consolidated financial statements



Western Gold Exploration Ltd.
Notes to Consolidated Financial Statements
Years Ended December 31, 2022 and 2021
(Expressed in Canadian Dollars)

Nature of Operations and Going Concern

Western Gold Exploration Ltd., (the "Company") is incorporated under the Business Corporations Act
(Alberta). The Company became a TSXV Tier 2 mining company

The Company maintains its head office at The Lighthouse, St Abbs Suite, Heugh Road, North Berwick
EH39 5PX and has its registered office at 1600, 421 - 7th Avenue SW Calgary, Alberta T2P 4KO.

The Company’s wholly owned subsidiary, Western Gold Exploration (UK) Limited (“WGE UK”) is a
private company formed under the laws of England and Wales, which in turn wholly-owns Lorne
Resources Ltd. (“Lorne”) a private company also formed under the laws of England and Wales.
Through Lorne, the Company holds minerals rights in Argyll County in western Scotland. The Company
is engaged in the exploration and development of prospective mineral properties located in Scotland,
with a focus on gold and copper exploration and development.

The Company's continuing operations are dependent upon the successful transition to the business of
mining and exploration for minerals. The business of mining and exploration for minerals involves a
high degree of risk and there can be no assurance that current exploration and development programs
will result in profitable mining operations. The recoverability of the carrying value of exploration
properties and the Company’s continued existence is dependent upon the preservation of its interest
in the underlying properties, the discovery of economically recoverable reserves, the achievement of
profitable operations, and the ability of the Company to raise financing, or alternatively upon the
Company’s ability to dispose of its interests on an advantageous basis.

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,
and non-compliance with regulatory and environmental requirements. The Company’s continued
existence is dependent upon the preservation of WGE UK'’s interest in the underlying properties,
discovery of economically recoverable reserves, the achievement of profitable operations, and the
ability of the Company to raise financing, or alternatively upon the Company’s ability to dispose of its
interests on an advantageous basis.
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1.

Western Gold Exploration Ltd.
Notes to Consolidated Financial Statements
Years Ended December 31, 2022 and 2021
(Expressed in Canadian Dollars)

Nature of Operations and Going Concern (Continued)

The Company's ability to continue as a going concern is dependent upon its ability to fund its working
capital and exploration requirements, and eventually to generate positive cash flows. The Company
obtained financing in August 2021 and management continues to evaluate alternatives to secure
additional favorable financing so that the Company can continue to operate as a going concern.
Nevertheless, there can be no assurance that these initiatives will be successful or sufficient. These
circumstances cast significant doubt upon the Company’s ability to continue as a going concern. These
consolidated financial statements do not reflect the adjustments to the carrying values of assets and
liabilities and the reported expenses and consolidated statement of financial position classifications
that may be necessary were the going concern assumption inappropriate, and these adjustments could
be material.

Basis of Preparation

a) Statement of Compliance
These audited consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) and interpretations adopted by the
International Accounting Standards Board (“IASB”).

The financial statements were approved by the Board of Directors on April 26, 2023.

b) Basis of Measurement
These consolidated financial statements have been prepared on a historical cost basis, using the
accrual basis of accounting, except for certain financial instruments that are measured at fair value
at the end of each reporting period as explained in the accounting policies.

c) Basis of Consolidation
These consolidated financial statements include the accounts of the Company’s subsidiaries as at
December 31, 2022, which are wholly-owned Western Gold Exploration (UK) Limited and its wholly-
owned subsidiary, Lorne Resource Ltd. All inter-company balances and transactions are eliminated
upon consolidation.

d) Critical Accounting Estimates and Judgments

The preparation of these consolidated financial statements requires management to make
estimates, judgments and assumptions that affect the amounts reported in the consolidated
financial statements and notes. By their nature, these estimates, judgments, and assumptions are
subject to measurement uncertainty and the effect of changes in these estimates in future periods
could be material. 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. Actual results may differ from these estimates. Revisions to
estimates are accounted for prospectively. The more significant areas requiring the use of
management estimate and judgments are as follows:
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Western Gold Exploration Ltd.
Notes to Consolidated Financial Statements
Years Ended December 31, 2022 and 2021
(Expressed in Canadian Dollars)

2. Basis of Preparation (Continued)
Critical accounting estimates:

Share-Based Payments:

The amounts recorded for share-based payments are based on estimates. The Black-Scholes model is
used to estimate the value of options and warrants and incorporates assumptions for expected volatility,
expected number of options to vest, dividend yield, risk-free interest rate, expected forfeitures and
expected life of the options. Changes in these assumptions may result in a material change to the
expense recorded for the issuance of stock options and warrants.

Exploration and Evaluation Properties:

The recoverability of mineral properties is dependent on the discovery of economic reserves, the ability
of the Company to obtain financing to complete development of the properties, and future production or
proceeds from disposition, and is based on assumptions about future events and circumstances.

Although the Company has taken steps to verify title to exploration and evaluation properties in which it
has an interest, these procedures do not guarantee the Company’s title. Such properties may be subject
to prior agreements or transfers and title may be affected by undetected defects.

The Company makes estimates of future site restoration costs based on current legislation, technical
reports, and management’s estimates. These estimates will be affected by legislation in place,
exploration, or mining activity to be performed, and conditions of the relevant sites when the restoration
activity is to be performed in future periods. Management's assumption that there are currently no
decommissioning liabilities is based on the facts and circumstances that existed during the year.

Critical accounting judgments
The following accounting policies involve judgments or assessments made by management:

e The determination of a cash-generating unit for assessing and testing impairment, which
management has determined to be individual exploration and evaluation properties;

The determination of the functional currency of the Company and its subsidiaries;

The determination of when an exploration and evaluation asset is impaired;

Whether exploration and evaluation costs are eligible for capitalization; and

The assessment of the Company’s ability to continue as a going concern.

Change in Accounting Policy — Exploration and Evaluation Properties and Expenses

The accounting policy related to exploration and evaluation properties and expenses was changed in the
year ended December 31, 2022.

Where mineral properties are acquired through an acquisition agreement, management has determined
that capitalized acquisition costs have future economic benefits and are economically recoverable. In
making this judgement, management has assessed various sources of information including, but not limited
to, the geologic and metallurgic information, operating management expertise and existing permits. See
Note 6 for details of the Company’s capitalized acquisition costs in respect of mineral properties.

Payments of cash and common shares pursuant to option agreements, costs of staking, site access and
all expenditures on exploration and evaluation activities are recorded as exploration and evaluation
expenses until it has been established that a mineral property is commercially viable.

The retrospective change in accounting policy for the years ended December 31, 2020 and 2021 reduced
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Western Gold Exploration Ltd.
Notes to Consolidated Financial Statements

Years Ended December 31, 2022 and 2021

(Expressed in Canadian Dollars)

2. Basis of Preparation (Continued)

the carrying value of exploration and evaluation properties and increased related expenses and losses. The
impact of the change in accounting policy at December 31, 2020 and for the year ended December 31,

2021 are summarized below:

Previously
Reported at Policy Adjusted at
December 31, Change December 31,
Consolidated Statements of Financial 2020 Impact 2020
Position $ $ $
Exploration and evaluation properties 3,132,343 (2,026,243) 1,106,100
Total assets 6,316,234 (2,026,243) 4,289,991
Deficit (4,978,428) (2,034,681) (7,013,109)
Cumulative other comprehensive loss 39,905 8,438 48,343
Shareholders’ equity 6,255,258 (2,026,244) 4,229,014
Previously
Reported at Policy Adjusted at
December 31, Change December 31,
Consolidated Statements of Financial 2021 Impact 2021
Position $ $ $
Exploration and evaluation properties 4,158,389 (3,052,289) 1,106,100
Total assets 5,906,296 (3,052,289) 2,854,007
Deficit (5,260,187) (3,052,289) (8,320,914)
Cumulative other comprehensive loss 49,352 8,438 57,790
Shareholders’ equity 5,845,501 (3,052,290) 2,793,211
Previously
Reported at Policy Adjusted at
December 31, Change December 31,
Consolidated Statement of Comprehensive 2021 Impact 2021
Loss $ $ $
Exploration and evaluation expenses - 1,026,047 1,026,047
Net loss (419,204) (1,026,046) (1,445,250)
Translation gain 9,447 - 9,447
Comprehensive Loss (409,757) (1,026,046) (1,436,803)
Previously
Reported at Policy Adjusted at
December 31, Change December 31,
2021 Impact 2021
Consolidated Statement of Cash Flow $ $ $
Net loss (419,204) (1,026,046) (1,445,250)
Capitalized exploration and evaluation costs (1,026,047) 1,026,047 -
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Western Gold Exploration Ltd.
Notes to Consolidated Financial Statements
Years Ended December 31, 2022 and 2021
(Expressed in Canadian Dollars)

Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements, unless otherwise indicated.

a)

Foreign Currency Translation

These consolidated financial statements are presented in Canadian dollars, which is the functional
currency of the Company. Primary and secondary indicators are used to determine the functional
currency. The primary indicator which applies to the Company is the currency that mainly influences
expenses. Secondary indicators include the currency in which funds from financing activities are
generated.

Transactions in currencies other than the Company’s functional currency are recorded at the rates
of exchange prevailing at the dates of the transactions. At each consolidated statement of financial
position date, monetary assets and liabilities are translated using the period-end exchange rate.
Non-monetary assets and liabilities are translated using the historical rate on the date of the
transaction. All gains and losses on translation of these foreign currency transactions are included
in the consolidated statement of loss and comprehensive loss.

Property, Plant and Equipment

Property, plant and equipment are initially recorded at cost and subsequently measured at cost less
accumulated amortization. Amortization is recorded over the estimated life of the assets as
estimated based on the following:

Vehicles Declining balance method at ~ 30% per annum
Software Straight line method 2 years

Exploration and Evaluation Properties

Where exploration and evaluation properties (or “mineral properties”) are acquired through an
acquisition agreement, management has determined that capitalized acquisition costs have future
economic benefits and are economically recoverable. In making this judgement, management has
assessed various sources of information including, but not limited to, the geologic and metallurgic
information, operating management expertise and existing permits. See Note 6 for details of the
Company’s capitalized acquisition costs in respect of mineral properties.

Payments of cash and common shares pursuant to option agreements, costs of staking, site access
and all expenditures on exploration and evaluation activities are recorded as exploration and
evaluation expenses until it has been established that a mineral property is commercially viable.

When production commences the acquisition costs for the relevant area of interest will be
transferred from intangible assets to tangible assets as “Mining Assets” and amortized over the life
of the area according to the rate of depletion of the economically recoverable costs.

The Company’s properties currently have unproven reserves, therefore capitalized acquisition
costs are not amortized, but subject to impairment testing. Since no properties have been classified
as proven, development activities have not commenced.

The carrying values of assets, other than those to which IAS 36 “Impairment of Assets” does not
apply, are reviewed at the end of each reporting period for impairment when there are indicators
the carrying amount of the assets may exceed their recoverable amounts. One or more of the
following facts and circumstances indicate that the Company should test exploration and evaluation
assets for impairment:
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Western Gold Exploration Ltd.
Notes to Consolidated Financial Statements
Years Ended December 31, 2022 and 2021
(Expressed in Canadian Dollars)

3. Significant Accounting Policies (Continued)

(a) the period for which the Company has the right to explore in the specific area has expired
during the period or will expire in the near future, and is not expected to be renewed;

(b) substantive expenditure on further exploration for and evaluation of mineral resources in
the specific area is neither budgeted nor planned;

(c) exploration for and evaluation of mineral resources in the specific area have not led to the
discovery of commercially viable quantities of mineral resources and the Company has
decided to discontinue such activities in the specific area; or

(d) sufficient data exists to indicate that, although a development in the specific area is likely to
proceed, the carrying amount of the exploration and evaluation asset is unlikely to be
recovered in full from successful development or by sale. To the extent this occurs, the
excess is fully provided against the carrying amount, in the period in which this is
determined.

Exploration and evaluation assets are assessed on an annual basis and these costs are carried
forward provided at least one of the following conditions is met:

(a) such costs are expected to be recovered through successful exploration and development
and of the area of interest or by its sale; or

(b) exploration and evaluation activities in the area have not yet reached a stage that permits
reasonable assessment of the existence or otherwise of economically recoverable
reserves, and active and significant operations in relation to the area are continuing, or
planned for the future.

Impairment is measured by comparing the carrying values of the assets with their estimated
recoverable amounts. The recoverable amount of the assets is the greater of the assets’ fair value
less costs to sell and their value-in-use, which is measured by reference to discounted future cash
flows. An impairment loss is recognised in profit or loss in the period in which the determination is
made.

When there is a change in the estimates used to determine the recoverable amount, a subsequent
increase in the recoverable amount of an asset is treated as a reversal of the previous impairment
loss and is recognised to the extent of the carrying amount of the asset that would have been
determined (net of amortisation and depreciation) had no impairment loss been recognised. The
reversal is recognised in profit or loss in the period in which the determination is made, unless the
asset is carried at its revalued amount, in which case the reversal of the impairment loss is treated
as a revaluation increase.

Share-based Payments

Equity-settled share-based payments to employees and others providing similar services are
measured at the fair value of the equity instruments at the grant date and are recognized as an
expense or capitalized as exploration and evaluation assets as appropriate, with a corresponding
increase in equity.

The fair value of options granted to employees or those providing similar services is measured
using the Black-Scholes option pricing model. The fair value is determined at the grant date and is
expensed or capitalized over the period during which the share purchase options vest and is based
on the Company’s estimate of the shares that will eventually vest.

Page | 15



Western Gold Exploration Ltd.
Notes to Consolidated Financial Statements
Years Ended December 31, 2022 and 2021
(Expressed in Canadian Dollars)

3.Significant Accounting Policies (Continued)

The fair value of options granted to non-employees is measured at the fair value of the goods or
services received, on the date they are received. If the fair value of the services received cannot
be estimated reliably, the fair value of the share purchase options is measured using the Black-
Scholes option pricing model.

At each financial position reporting date, the amount recognized is adjusted to reflect the actual
number of options that are expected to vest. For share-based payment awards with no vesting
conditions, the grant date fair value of the share-based payment is measured to reflect such
conditions and is not adjusted for differences between actual and expected outcomes.

Proceeds on the issuance of warrants are recorded in a separate component of equity as the
warrants provide the right to a fixed number of the Company’s common shares. Costs incurred on
the issuance of warrants are recognized as a deduction from warrant proceeds.

Warrants issued with common shares are measured using the residual fair value method. The fair
value is included as a component of equity and is transferred from warrants to share capital on
exercise.

Income Taxes

Income taxes consists of current and deferred taxes are recognized in the consolidated statement
of loss and comprehensive loss except to the extent that it relates to items recognized directly in
equity, in which case it is recognized in equity.

Current tax expense is the expected tax payable on the taxable income for the year, using tax
rates enacted or substantively enacted at period end, adjusted for amendments to tax payable for
previous years.

Deferred tax assets and liabilities are recognized for deferred tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and
their respective tax bases. Deferred tax assets and liabilities are measured using the enacted or
substantively enacted tax rates expected to apply when the asset is realized, or the liability
settled.

The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in
the period that substantive enactment occurs.

A deferred tax asset is recognized to the extent that it is probable that future taxable profit will be
available against which the asset can be utilized. To the extent that the Company does not consider
it probable that a deferred tax asset will be recovered, the deferred tax asset is reduced.

Deferred tax assets and liabilities of the same taxable entity are offset when there is a legally
enforceable right to set off current tax assets against current tax liabilities, they relate to income
taxes levied by the same taxation authority, and the Company intends to settle its current tax assets
and liabilities on a net basis.

f) Earnings (loss) per Share

Earnings (loss) per share is computed by dividing the net loss attributable to common shareholders
by the weighted average number of shares outstanding during the period. Diluted earnings (loss)
per share is computed similar to basic earnings per share except that the weighted average shares
outstanding are increased to include additional shares for the assumed exercise of stock options
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Western Gold Exploration Ltd.
Notes to Consolidated Financial Statements
Years Ended December 31, 2022 and 2021
(Expressed in Canadian Dollars)

3. Significant Accounting Policies (Continued)

h)

and warrants, if dilutive. The number of additional shares is calculated by assuming that outstanding
and in-the-money 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 reporting
periods.

Financial Instruments

The Company recognizes financial assets and financial liabilities when it becomes party to the
contractual provisions of the instrument.
Financial assets

Financial assets are classified at amortized cost; fair value through profit and loss (“FVTPL”); or fair
value through other comprehensive income, as appropriate. The Company determines the
classification of its financial assets at initial recognition. All the Company’s financial assets are
recognized initially at fair value and are subsequently measured at amortized cost. The Company’s
financial assets include cash held in non-interest bearing accounts.

Financial liabilities

Financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the financial instrument.

Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gains, and losses relating to a financial instrument
classified as a liability are reported as an expense or income. Distributions to holders of financial
instruments classified as equity are charged directly to equity.

The Company’s financial liabilities comprise other payables and loans payable, which are both
recognised initially at fair value less financial costs and subsequently measured at amortised cost
using the effective interest method.

A financial liability is derecognised when the obligation under the liability is discharged, cancelled,
or expires. When an existing financial liability is replaced by another from the same party on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a de-recognition of the original liability and the recognition
of a new liability, and the difference in the respective carrying amounts is recognised in the income
statement.

Provisions, contingent liabilities, and contingent assets

Provisions are recognised when the Company has a present or constructive obligation as a result
of past events, when it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation, and when a reliable estimate of the amount can be made.
Provisions are reviewed at the end of each financial reporting period and adjusted to reflect the
current best estimate. Where the effect of the time value of money is material, the provision is the
present value of the estimated expenditure required to settle the obligation.

A contingent liability is a possible obligation that arises from past events and whose existence will
only be confirmed by the occurrence of one or more uncertain future events not wholly within the
control of the Company. It can also be a present obligation arising from past events that is not
recognised because it is not probable that an outflow of economic resources will be required, or the
amount of obligation cannot be measured reliably.
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3. Significant Accounting Policies (Continued)

A contingent liability is not recognised but is disclosed in the notes to the financial statements when
a change in the probability of an outflow occurs so that the outflow is probable, it will then be
recognised as a provision.

A contingent asset is a probable asset that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain events not wholly
within the control of the Company. The Company does not recognise contingent assets but
discloses its existence where inflows of economic benefits are probable, but not virtually certain.

i) Operating segments

An operating segment is a component of the Company that engages in business activities from
which it may earn revenues and incur expenses. The results of an operating segment are reviewed
regularly by the chief operating decision maker to make decisions about resources to be allocated
to the segment and assess its performance, and for which discrete financial information is available.

4. Capital Management
The Company’s objectives when managing capital are:

a) to continue the exploration and evaluation of its mineral properties;
b) to safeguard its ability to continue as a going concern; and
c) to maintain a capital structure which optimizes the cost of capital at an acceptable level of risk.

The Company monitors its capital structure and adjusts 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. Additional information regarding capital management is
disclosed in Note 1.

The Company considers its capital to be equity, comprising share capital, contributed surplus,
warrants, cumulative other comprehensive loss and deficit which at December 31, 2022 totalled
$1,294,998 (December 31, 2021 - $2,793,211).

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 its
exploration and evaluation activities. The Company’s capital management objectives, policies and
processes resulted in a business combination and listing on the TSXV in October 2020 and private
placement financings in December 2020 and August 2021.
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5. Property, Plant and Equipment

The following table sets out the changes to the carrying value of vehicles and equipment and software:

Vehicles &

Equipment Software Total
Cost
Balance, December 31 2020 $ - $ - $ -
Additions - - -
Balance, December 31, 2021 - - -
Additions 17,531 7,595 25,126
Balance, December 31, 2022 $17,531 $7,595 $25,126
Accumulated amortization
Balance, December 31 2020 $ - $ - $ -
Amortization - - -
Balance, December 31, 2021 - - -
Amortization 1,315 947 2,262
Balance, December 31, 2022 $1,315 $947 $2,262
Net book value — December 31, 2021 - - -
Net book value — December 31, 2022 $16,216 $6,648 $22,864

6. Exploration and Evaluation Properties

The Company’s exploration and evaluation properties include the Knapdale Project and the
Lagalochan Project in Scotland. The Knapdale Project license included an exploration spending
commitment of £1,500,000 to be spent by July 29, 2022 and an aggregate spending commitment of
£3,000,000 by July 29, 2024. The Company, by July 29, 2022, exceeded the £1,500,000 spending
commitment. The Company’s evaluation of the Knapdale Project’s poor exploration results, combined
with the exploration opportunity of its Lagalochan Project, did not justify further investment in Knapdale.
In December 2022, the Company terminated its prospecting agreement for the Knapdale Project and

recorded an impairment charge of $553,050.

Research and development tax credits available in the United Kingdom are classified as recoverable
exploration and evaluation expenses. The recoverable amount estimated in 2021 was determined to

not be coverable in 2022.

Exploration and Evaluation Properties Knapdale Lagalochan Total
Balance — December 31, 2020 $ 553,050 $ 553,050 $ 1,106,100
Changes in period - -
Balance — December 31, 2021 553,050 553 050 1,106,100
Impairment provision (553,050) - 553,050
Balance — December 30, 2022 553,050 553,050
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6. Exploration and Evaluation Properties (continued)

Exploration and Evaluation Expenses Knapdale Lagalochan Total

Cumulative Expenses - December 31, 2020 $ 836,937 $1,189,306 $ 2,026,243
Consulting 122,637 218,378 341,015
Drilling and fieldwork 525,382 378,077 903,459
Lease rentals and other 28,298 28,299 56,597
Research and development tax credits (143,210) (131,815) (275,025)
Changes in 2021 533,107 492,939 1,026,046

Cumulative Expenses - December 31, 2021 1,370,044 1,682,245 3,052,289
Consulting 142,830 251,231 394,061
Drilling and fieldwork 359,843 428,908 788,752
Lease rentals and other 70,734 96,388 167,121
Research and development tax credits 143,210 113,554 256,764
Changes in 2022 716,617 890,081 1,606,698

Cumulative Expenses before property

termination - December 31, 2022 2,086,661 2,572,326 4,658,987
Property exploration terminated (2,086,661) - (2,086,661)

Cumulative expenses — December 31, 2022 - 2,572,326 2,572,326

Commitments

Lagalochan includes three licenses that require aggregate annual fees of £37,000.

7. Shareholder’s Equity

a)

Authorized

Authorized share capital of the Company consists of an unlimited number of common shares
without par value.

Issued

On August 25, 2022, the Company completed a non-brokered private placement for gross proceeds
of $1,149,997 through the issuance of 7,666,646 equity units at a price of $0.15 per equity unit.
Each Unit is comprised of one (1) common share of the Company and one-half of one (1/2) common
share purchase warrant of the Company (a “Warrant”). Each whole Warrant will entitle the holder
to acquire one (1) common share of the Company for a period of 12 months from the date of
issuance of the Warrant, at an exercise price of $0.25 per share.

Stock Options
The Company has adopted an incentive stock option plan which provides that the Board of
Directors may from time to time, in its discretion, and in accordance with the Exchange

requirements, grant to directors, officers, employees and consultants to the Company,
nontransferable options to purchase Common Shares, provided that the number of Common
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7. Shareholder’s Equity (continued)

Shares reserved for issuance will not exceed 10% of the issued and outstanding Common Shares.
The Board of Directors determines the exercise price per common shares, the number of options
granted to individual directors, officers, employees and consultants and all other terms and

conditions of the options.

Number of Weighted Average

Stock Options Exercise Price

Balance - December 31, 2020 2,335,000 $0.44
Forfeited — October 2021 (420,000) 0.25
Balance - December 31, 2021 1,915,000 0.48
Changes in the period - -
Balance — December 30, 2022 1,915,000 $0.48

The following is information regarding the outstanding options at December 31, 2022:

Number of Option Remaining Life in
Options by Expiry Date Options  Exercise Price Years
July 2, 2023 500,000 $0.50 0.5
December 8, 2025 1,275,000 0.50 29
September 6, 2028 140,000 0.25 5.7
Total options and weighted averages 1,915,000 $0.48 2.5

Warrants

On December 23, 2020, as part of a private placement, the Company issued warrants to acquire
1,625,000 common shares at an exercise price of $0.75 per common share for a period of eighteen

months. The warrants expired on June 23, 2022.

On August 25, 2022, as part of a private placement, the Company issued warrants to acquire
3,833,323 common shares at an exercise price of $0.25 per common share for a period of twelve

months. The warrants expire on August 25, 2023.

The fair value of the warrants issued at August 25, 2022, was $178,000 as calculated using the
Black-Scholes model. The valuation of the warrants is recorded in contributed surplus. The
following information was used to determine the fair value of the warrants issued:

Number of shares that could be acquired on the
exercise of the warrant (‘Warrant Shares’)

Fair value of one Warrant Share

Warrant Share exercise price

Fair value pricing model used

Time to maturity, years

Share price

Expected volatility, %

Expected dividend growth rate, %
Risk-free interest rate (1 to 3-year bond), %

3,833,323
$0.0464
$0.25
Black-Scholes
1.0

$0.185

86.7%

0%

3.52%
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Financial Instruments

The carrying amounts for cash and accounts payable and accrued liabilities approximate their
estimated fair value due to the short -term nature of these financial instruments. Cash is recorded at
amortized cost, which upon initial measurement is equal to its fair value. Subsequent measurements
are recorded at amortized cost using the effective interest rate method. Accounts payable and accrued
liabilities are classified as other financial liabilities and are initially measured at their fair value.
Subsequent measurements are recorded at amortized cost using the effective interest rate method.
Warrants and stock options are initially measured at their fair value and are carried at fair value. The
Company's risk exposures and the impact on its financial investments as summarized below, have not
changed significantly for the year ended December 31, 2022.

a. Credit risk

The Company’s credit risk is primarily attributable to cash, VAT recoverable and research and
development tax credits recoverable. The Company has no significant concentration of credit risk
arising from operations. Management believes that the credit risk concentration with respect to the
VAT recoverable and research and development tax credits recoverable are immaterial as they are
due from the UK government.

Historically the Company filed and received research and development tax credits from the United
Kingdom’s HM Revenue & Customs. During calendar 2022 HM Revenue & Customs modified the
eligibility requirements for its research and development tax credit program, which resulted in
eligibility becoming more stringent. As of December 31, 2021, the Company had a research and
development tax credit recoverable in the amount of $275,025. In fiscal 2022, due to the stricter
eligibility requirements, the Company decided to withdraw its research and development tax credit
application. As a result, the Company recorded an impairment provision for this receivable, which
was allocated to exploration and evaluation expenses.

The Company has a concentration of credit risk related to its cash, the majority of which is held on

deposit with a major Chartered Canadian bank. The Company’s subsidiaries’ cash was held on
deposit with an internationally recognized bank until the bank account was closed in November
2022. Since December 2022, the UK subsidiaries utilized a trust account controlled by the CEO to
process certain routine payments while holding a nominal amount of funds on deposit. The
maximum exposure to credit risk for deposits approximates the amount recognized on the
statement of financial position.

b. Market risk - interest rate risk

The Company’s cash is held in operating bank accounts earning minimal interest. The Company
has no borrowings. Based on these considerations, the Company believes its exposure to cash
flow and fair value interest rate risk is insignificant.

c. Market risk - currency risk

Currency risk is the risk that the value of financial instruments will fluctuate due to changes in
foreign exchange rates. Currency risk arises when future commercial transactions and recognised
assets and liabilities are denominated in a currency that is not the Company’s functional currency.
The Company is exposed to foreign exchange risk as it holds the acquisition costs of its exploration
and evaluation properties and related liabilities in Pounds Stirling. The 2022 change in accounting
policy related to exploration and evaluation properties and expenses reduces the potential currency
risk related to a property denominated in Pounds Stirling. Management monitors the exchange rate
fluctuations on a continuous basis and acts accordingly.
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8. Financial Instruments (continued)

10.

d. Liquidity risk

The Group currently holds cash balances to provide funding for normal trading activity. Trade and
other payables are monitored as part of normal management routine, and all amounts outstanding
fall due in one year or less. The Company is at an early stage in its business operations and has a
supportive shareholder base that can provide both debt and equity capital at short notice. Also, a
large proportion of the Company’s costs are discretionary. As a result of this short-term liquidity
risk is minimised.

Segmental Analysis

IFRS 8 “Operating Segments” requires operating segments to be identified on the basis of internal
reports about components of the Company that are regularly reviewed by the chief operating decision
maker (which takes the form of the Directors) as defined in IFRS 8 “Operating Segments”, in order to
allocate resources to the segment and to assess its performance.

The Company has one reportable operating segment, being that of its acquisition, exploration and
evaluation activities. All exploration and evaluation assets are located in Scotland.

The Company has not yet commenced production and therefore has no revenue.
Related Party Transaction

Related party transactions include consulting fees, management fees and compensation paid to key
management personnel or to companies controlled by such individuals. Key management personnel
are defined as officers and directors of the Company.

i. Directors do not have employment contracts with the Company, but may be entitled to director
fees, while officers have consulting contracts for providing their services. Both directors and
officers are also eligible for share-based payments. Expenditures recorded, including non-
recoverable HST, are summarized below:

2022 2021

$ $
Compensation expense 100,585 93,960
E&E - Consulting 104,474 146,996
Total 205,059 240,956

A law firm, of which one director and shareholder of the Company is a partner, is related through
common management. During the year ended December 31, 2021, the Company incurred and
expensed legal fees of $2,871 (2021 - $4,566).

As at December 31, 2022, the Company’s net amount owing to key management personnel was
$nil (December 31, 2021 - $nil).
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10. Related Party Transaction (continued)

iv. A company controlled by the Company’s CEO was utilized to facilitate certain operating expense
payments of $3,309 in December 2022 and as at December 31, 2022 holds $19,808 in trust, to
facilitate certain payments in 2023 (payments in year ended December 31, 2021 - $nil; held in
trust at December 31, 2021 - $nil).

11. Taxation

The provision for income taxes recorded in the financial statements differs from the amount which
would be obtained by applying the statutory income tax rate 25% (2021 — 25%), as follows:

For the years ended December 31, 2022 2021
Net loss for the year before income taxes $2,563,086 $1,445,251
Anticipated income tax recovery 640,772 361,313
Change in deferred tax asset not recognized (640,772) (361,313)

A reconciliation of income tax expense applicable to the loss before taxation at the statutory tax rates
in Canada (25% - 2021 and 2021) and the UK (19% - 2021 and 2020) to the income tax expense at
the effective tax rate of the Company is as follows:

2022 2021
Net loss before tax $2,563,085 $1,445,251
Effective tax at 19.4% (2021: 19.6%) 497,239 283.269
Effect of tax benefit of losses carried forward (497,239) (283.269)

Current tax (credit) - -

The Company’s non-capital tax losses of approximately $8,491,000 at December 31, 2022 (2021:
$5,928,000) expire between 2039 and 2041.
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