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NOTICE OF NO AUDITOR REVIEW OF
CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

Under National Instrument 51-102, Part 4, subsection 4.3 (3) (a), if an auditor has not performed a review of the condensed
consolidated interim financial statements, they must be accompanied by a notice indicating that an auditor has not reviewed the
financial statements.

The accompanying unaudited condensed consolidated interim financial statements of the Company have been prepared by and
are the responsibility of the Company’s management.

The Company’s independent auditor has not performed a review of these condensed consolidated interim financial statements
in accordance with standards established by the Canadian Institute of Chartered Accountants for a review of interim financial
statements by an entity’s auditor.



VOLCANIC GOLD MINES INC.

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION (UNAUDITED)

(Expressed in Canadian Dollars)

As at September 30, December 31,
2017 2016
ASSETS
Current
Cash $ 1,719,686 $ 472,746
Receivables 19,914 6,973
Prepaid expenses and deposits 153,993 -
Total current assets 1,893,593 479,719
Non-current
Long-term deposits 61,000 -
Property and equipment (Note 5) 17,899 -
Deferred acquisition costs (Note 6) 736,906 -
Mineral properties (Note 6) 2,001,276 -
Total non-current assets 2,817,081 -
$ 4,710,674 $ 479,719
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities (Note 8) $ 252,308 $ 311,424
Total liabilities 252,308 311,424
Shareholders' equity
Share capital (Note 9) 13,189,972 5,408,551
Share subscriptions received in advance (Note 9) - 301,567
Other equity reserves (Note 9) 2,143,227 104,517
Deficit (10,874,833) (5,646,340)
Total shareholders' equity 4,458,366 168,295
$ 4,710,674 $ 479,719

Approved and authorized by the Board on November 28, 2017.

“Jeremy Crozier” Director

Jeremy Crozier

“Simon Ridgway”

Simon Ridgway

Director

The accompanying notes are an integral part of these condensed consolidated interim financial statements.



VOLCANIC GOLD MINES INC.

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF LOSS AND COMPREHENSIVE LOSS (UNAUDITED)

(Expressed in Canadian Dollars)

Three months ended September 30,

Nine months ended September 30,

2017 2016 2017 2016
Exploration expenditures (Note 7) $ 594473 $ 56,091 $ 2592773 $ 56,091
General and administrative expenses
Consulting and management fees (Note 8) 76,795 15,000 184,195 45,000
Depreciation 725 - 1,451 -
Investor relations (Note 8) 114,656 - 411,146 -
Office and administration (Note 8) 24,680 1,664 76,530 7,236
Professional fees (Note 8) 4,091 3,200 32,643 7,280
Regulatory and filing fees (Note 8) 1,805 894 21,607 10,944
Salaries and benefits (Note 8) 22,641 - 67,203 -
Share-based payments (Note 8) - - 1,830,353 -
Travel (Note 8) 11,753 - 78,643 -
257,146 20,758 2,703,771 70,460
Loss before other items (851,619) (76,849) (5,296,544) (126,551)
Other items
Foreign exchange gain (loss) (1,445) - 18,301 -
Recovery on write-off of accounts payable (Note 8) - 8,938 49,750 8,938
Loss and comprehensive loss for the period $ (853,064) $ (67911) $ (5228,4493) $ (117,613)
Basic and diluted loss per common share $(0.02) $(0.00) $(0.13) $(0.01)
Weighted average number of common shares outstanding 45,879,038 14,629,266 41,601,792 14,629,266

The accompanying notes are an integral part of these condensed consolidated interim financial statements.



VOLCANIC GOLD MINES INC.

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS (UNAUDITED)

(Expressed in Canadian Dollars)

Three months ended September 30,

Nine months ended September 30,

2017 2016 2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the period $ (853,064) $ (67,911) $ (5,228,493) $ (117,613)
Items not affecting cash:
Recovery on write-off of accounts payable - (8,938) (49,750) (8,938)
Depreciation 725 - 1,451 -
Share-based payments - - 1,830,353 -
(852,339) (76,849) (3,446,439) (126,551)
Non-cash working capital item changes:
Amounts receivable 11,679 506 (12,941) 1,572
Prepaid expenses and deposits 213,002 - (153,993) -
Long-term deposits - - (61,000) -
Accounts payable and accrued liabilities (462,485) 40,006 (9,366) 66,210
Net cash used in operating activities (1,090,143) (36,337) (3,683,739) (58,769)
FINANCING ACTIVITIES
Net proceeds from issuance of common shares - - 6,117,183 -
Share issuance costs - - (236,831) -
Net cash provided by financing activities - - 5,880,352 -
INVESTING ACTIVITIES
Purchase of property and equipment - - (19,350) -
Deferred acquisition costs - - (736,906) -
Mineral property acquisitions - - (193,417) -
Net cash used in investing activities - - (949,673) -
Change in cash for the period (1,090,143) (36,337) 1,246,940 (58,769)
Cash, beginning of period 2,809,829 394,327 472,746 416,759
Cash, end of period $ 1,719686 $ 357,990 $ 1,719686 $ 357,990

Supplemental disclosure with respect to cash flows (Note 14)

The accompanying notes are an integral part of these condensed consolidated interim financial statements.



VOLCANIC GOLD MINES INC.

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY (UNAUDITED)

For the nine months ended September 30, 2017 and 2016
(Expressed in Canadian Dollars)

Share capital

Other equity reserves

Share Share-based Total
subscriptions  Warrants payment shareholders’
Number Amount received reserve reserve Deficit equity
Balance, December 31, 2015 14,629,266 $ 5408551 $ -3 - $ 104517 $ (5,216,797) $ 296,271
Loss for the period - - - - - (117,613) (117,613)
Balance, September 30, 2016 14,629,266 5,408,551 - - 104,517 (5,334,410) 178,658
Loss for the period - - - - - (311,930) (311,930)
Share subscriptions received - - 301,567 - - - 301,567
Balance, December 31, 2016 14,629,266 5,408,551 301,567 - 104,517 (5,646,340) 168,295
Loss for the period - - - - - (5,228,493) (5,228,493)
Shares issued for mineral
property acquisition 3,766,372 1,807,859 - - - - 1,807,859
Shares issued for private
placements 19,166,667 6,000,000 (301,567) - - - 5,698,433
Shares issued for finders' fees 241,733 55,599 - - - - 55,599
Share issuance costs - (500,787) - 208,357 - - (292,430)
Warrants exercised 8,075,000 418,750 - - - - 418,750
Share-based compensation - - - - 1,830,353 - 1,830,353
Balance, September 30, 2017 45,879,038 $13,189,972 $ - $ 208357 $ 1934870 $(10,874,833) $ 4,458,366

The accompanying notes are an integral part of these condensed consolidated interim financial statements.



VOLCANIC GOLD MINES INC.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
For the period ended September 30, 2017

(Expressed in Canadian Dollars)

1.

NATURE AND CONTINUANCE OF OPERATIONS

Volcanic Gold Mines Inc. is a publicly traded company incorporated under the British Columbia Corporations Act
on April 25, 2007. The Company together with its subsidiaries (collectively referred to as the “Company”) is
principally engaged in acquisition and exploration of resource properties. The Company previously operated under
“Volcanic Metals Corp.”; it changed its name to Volcanic Gold Mines Inc. on January 19, 2017 and it currently
trades under the symbol “VG” on the TSX Venture Exchange.

The head office, principal address and records office of the Company are located at 200 Burrard Street, Suite 650,
Vancouver, British Columbia, V6C 3L6, Canada.

The Company’s financial statements and those of its controlled subsidiaries (“condensed consolidated interim
financial statements”) are presented in Canadian dollars.

The Company is in the process of exploring and evaluating its resource properties and has not yet determined
whether the properties contain ore reserves that are economically recoverable.

These condensed consolidated interim financial statements have been prepared on a going concern basis, which
assumes that the Company will be able to meet its obligations and continue its operations for its next fiscal year.
Realization values may be substantially different from carrying values as shown and these condensed interim
consolidated financial statements do not give effect to adjustments that would be necessary to the carrying values
and classification of assets and liabilities should the Company be unable to continue as a going concern. Such
adjustments could be material. At September 30, 2017, the Company had not yet achieved profitable operations, has
accumulated losses of $10,874,833 since its inception, and expects to incur further losses in the development of its
business, all of which may cast significant doubt about the Company’s ability to continue as a going concern. The
Company’s ability to continue as a going concern is dependent upon its ability to generate future profitable
operations and/or obtain the necessary financing to meet its obligations and repay its liabilities arising from normal
business operations when they come due.

BASIS OF PREPARATION

Statement of compliance

These condensed consolidated interim financial statements are prepared in accordance with International Accounting
Standard (“1AS”) 34 Interim Financial Reporting under International Financial Reporting Standards (“IFRS”) issued
by the International Accounting Standards Board (“IASB”). These condensed consolidated interim financial statements
follow the same accounting policies and methods of application as the most recent annual consolidated financial
statements of the Company. These condensed consolidated interim financial statements do not contain all of the
information required for full annual financial statements. Accordingly, these condensed consolidated interim financial
statements should be read in conjunction with the Company’s most recent annual consolidated financial statements,
which were prepared in accordance with IFRS as issued by the IASB.

Basis of Measurement

These condensed consolidated interim financial statements have been prepared on the historical cost basis except for
certain financial instruments, which are measured at fair value. In addition, these condensed consolidated interim
financial statements have been prepared using the accrual basis of accounting, except for cash flow information.

The condensed consolidated interim financial statements are presented in Canadian dollars (“CAD”).

The preparation of condensed consolidated interim financial statements in compliance with IFRS requires management
to make certain critical accounting estimates. It also requires management to exercise judgment in applying the
Company’s accounting policies. The areas involving a higher degree of judgment of complexity, or areas where
assumptions and estimates are significant to the condensed consolidated interim financial statements are disclosed in
Note 4.



VOLCANIC GOLD MINES INC.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
For the period ended September 30, 2017

(Expressed in Canadian Dollars)

2.

BASIS OF PREPARATION (cont’d...)

Basis of Consolidation

These condensed consolidated interim financial statements include the accounts of the Company and its subsidiaries.
A subsidiary is an entity in which the Company has control, directly or indirectly, where control is defined as the
power to govern the financial and operating policies of an enterprise so as to obtain benefits from its activities. All
material intercompany transactions and balances have been eliminated on consolidation.

Details of the Company’s principal subsidiaries as at September 30, 2017 are as follows:

Ownership
Name Place of incorporation % Principal activity
Sovereign Mines of Africa Limited British Virgin Islands 100% Holding company
Sovereign Mines of Guinea Limited British Virgin Islands 75% Holding company
Guiord SA Republic of Guinea 75% Exploration company

Foreign Currency Translation

The functional currency is the currency of the primary economic environment in which the entity operations and has
been determined for each entity within the Company. The functional currency for all entities within the Company is
the Canadian dollar. The functional currency determinations were conducted through an analysis of the
consideration factors identified in International Accounting Standards (“1AS”) 21, The Effects of Changes in
Foreign Exchange Rates.

Transactions in currencies other than the Canadian dollar are recorded at exchange rates prevailing on the dates of
the transactions. At the end of each reporting period, the monetary assets and liabilities of the Company that are
denominated in foreign currencies are translated at the rate of exchange at the statement of financial position date
while non-monetary assets and liabilities are translated at historical rates. Revenues and expenses are translated at
the exchange rates approximating those in effect on the date of the transactions. Exchange gains and losses arising
on translation are included in the statement of loss and comprehensive loss.

STANDARDS, AMENDMENTS AND INTERPRETATIONS NOT YET EFFECTIVE

Certain pronouncements were issued by the IASB or IFRIC that are not mandatory for accounting periods beginning
on or after January 1, 2017 or later periods. They have not been early adopted in these financial statements. In all
cases the Company intends to apply these standards from application date as indicated below:

IFRS 9, Financial Instruments is part of the 1ASB’s wider project to replace 1AS 39 Financial Instruments:
Recognition and Measurement. IFRS 9 retains but simplifies the mixed measurement model and establishes two
primary measurement categories for financial assets: amortized cost and fair value. The basis of classification
depends on the entity’s business model and the contractual cash flow characteristics of the financial asset. The
standard is effective for annual periods beginning on or after January 1, 2018. The Company has not yet made an
assessment of the impact of the amendments.

There are no other IFRSs or IFRIC Interpretations that are not yet effective that would be expected to have a
material impact on the Company.



VOLCANIC GOLD MINES INC.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
For the period ended September 30, 2017

(Expressed in Canadian Dollars)

4,

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The Company makes estimates and assumptions about the future that affect the reported amounts of assets and
liabilities. Estimates and judgments are continually evaluated based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. In the future,
actual experience may differ from these estimates and assumptions.

The effect of a change in an accounting estimate is recognized prospectively by including it in profit or loss in the
period of the change, if the change affects that period only, or in the period of the change and future periods, if the
change affects both.

The key areas of judgment applied in the preparation of the condensed consolidated interim financial statements that
could result in a material adjustment to the carrying amounts of assets and liabilities are as follows:

a) The determination of the Company’s and its subsidiaries’ functional currency are determined based on
management’s assessment of the economic environment in which the entities operate.

b) The application of the Company’s accounting policy for mineral property expenditures requires judgment in
determining whether it is likely that future economic benefits will flow to the Company.

Assets or cash-generating units are evaluated at each reporting date to determine whether there are any
indications of impairment. The Company considers both internal and external sources of information when
making the assessment of whether there are indications of impairment for the Company’s mineral property
assets.

In respect of costs incurred for its investment in mineral property assets, management has determined there are
indicators of impairment. Management uses several criteria in its assessments of economic recoverability and
probability of future economic benefit, including geologic and metallurgic information, economics assessment/
studies, accessible facilities and existing permits.

¢) Although the Company has taken steps to verify title to mineral 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.

d) Although the Company has taken steps to identify any decommissioning liabilities related to mineral properties
in which it has an interest, there may be unidentified decommissioning liabilities present.

The key estimates applied in the preparation of the condensed consolidated interim financial statements that could
result in a material adjustment to the carrying amounts of assets and liabilities are as follows:

a) The Company may be subject to income tax in several jurisdictions and significant judgment is required in
determining the provision for income taxes. During the ordinary course of business and on dispositions of
mineral property or interests therein, there are transactions and calculations for which the ultimate tax
determination is uncertain. As a result, the Company recognizes tax liabilities based on estimates of whether
additional taxes and interest will be due. This assessment relies on estimates and assumptions and may involve a
series of judgments about future events, and interpretation of tax law. To the extent that the final tax outcome of
these matters is different than the amounts recorded, such differences will impact income tax expense in the
period in which such determination is made.

b) Share-based payments are subject to estimation of the value of the award at the date of grant using pricing
models such as the Black-Scholes option valuation model. The option valuation model requires the input of
highly subjective assumptions including the expected stock price volatility. Because the Company’s stock
options have characteristics significantly different from those of traded options and because the subjective input
assumptions can materially affect the calculated fair value, such value is subject to measurement uncertainty.



VOLCANIC GOLD MINES INC.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
For the period ended September 30, 2017

(Expressed in Canadian Dollars)

5. PROPERTY AND EQUIPMENT

Computer Field
equipment equipment Total

Cost

Balance, December 31, 2015 $ -3 - % -
Additions - - -

Balance, December 31, 2016 - - -
Additions 9,038 10,312 19,350
Balance, September 30, 2017 $ 9,038 $ 10,312 $ 19,350

Accumulated amortization

Balance, December 31, 2015 $ -3 - 8 -
Charge for period - - -

Balance, December 31, 2016 - - -
Charge for period 678 773 1,451

Balance, September 30, 2017 $ 678 $ 773 $ 1,451

Carrying amounts
At December 31, 2016 $ - 3 - 3 -
At September 30, 2017 $ 8,360 $ 9539 $ 17,899

6. MINERAL PROPERTIES

Mandiana Project

In 2016 the Company entered into an assignment agreement with Radius Gold Inc. (“Radius™), pursuant to which
the Company was assigned a purchase agreement to acquire the Mandiana Project, a gold property located in
Guinea, from Sovereign Mines of Africa PLC (“SMA”).

On January 19, 2017, the Company completed the transaction and acquired all of the outstanding share capital of
SMA's wholly owned subsidiary, Sovereign Mines of Africa Limited (“Sovereign Mines”), which holds an indirect
75% interest in a series of exploration permits located in Guinea commonly referred to as the Mandiana Project. The
remaining 25% interest in the Mandiana Project is held by SOGUIPAMI, a Guinea government-owned business
entity which conducts exploration of mineral projects in Guinea.

In consideration for acquiring the outstanding share capital of Sovereign Mines and for the assignment by Radius,
the Company issued 2,502,489 common shares with a fair value of $1,201,195 to SMA and 1,263,883 common
shares with a fair value of $606,664 to Radius. The Company also reimbursed Radius for certain expenses incurred
during the year ended December 31, 2016 in the development of the transaction and granted to Radius certain rights
to participate in future equity financings completed by the Company. Each of SMA, Sovereign Mines and Radius
were at arm's length to the Company at the time of the transaction. Subsequent to the transaction, the Company and
Radius have certain common officers.

The acquisition of the Mandiana Project has been accounted for as an asset acquisition. Net identifiable liabilities
assumed totalled $188,290. Of the purchase consideration, $2,001,276 was allocated to mineral property asset costs
and $188,290 to accounts payable. Additional transaction costs of $5,127 were included in the purchase
consideration.



VOLCANIC GOLD MINES INC.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
For the period ended September 30, 2017

(Expressed in Canadian Dollars)

6.

MINERAL PROPERTIES (cont’d...)

WAMA Project

During the period ended September 30, 2017, the Company entered into an agreement (the “Agreement”) to acquire
an indirect 80% interest in West African Mining Associates SARL (“WAMA?”), a private Guinean company which
owns two exploration permits and three mining permits (the “WAMA Project”) adjoining the Mandiana Project.

Agreement Terms

The Company was granted the option (the “Option™) to acquire 100% of the issued shares of a British Virgin Islands
corporation (“BVI™), which would have held 80% of the issued shares of WAMA. In order to exercise the option,
the Company was to:

a) Issue in stages over a period of 34 months a total of 12 million common shares of the Company pro-rata to the
shareholders of BVI, and incur exploration expenditures on the WAMA Project in stages totalling at least $11.5
million. Of these expenditures, the Company was to spend during an initial 120 day period (extended to 140
days during the current period) (“Initial Phase”) a minimum of $500,000 on evaluation exploration work
including drill-testing (completed), after which the Company would decide if it wished to continue making the
prescribed share issuances and exploration expenditures to complete the acquisition of BVI and the WAMA
Project;

b) Assume, subject to certain conditions, US$9.1 million of debt (the “Debt”) currently owing by WAMA to its
principal shareholder (the “Debt Holder”). The Debt was to become payable by the Company only upon the
definition by the Company of a minimum Mineral Resource prepared in a manner consistent with current
definitions and requirements as set out by CIM and Canadian National Instrument 43-101 (“Minimum
Resource”) of 1.5 million ounces of gold at a minimum grade of 2.0 g/t gold on the WAMA Project. The Debt
was to have been repaid partly in cash and partly in common shares of the Company. The Company initially
made a non-interest bearing cash loan of $664,450 (US$500,000) to the Debt Holder during the period ended
September 30, 2017 and recorded as a deferred acquisition cost, toward payment of the Debt, but this loan is to
be repaid should the Company not opt to proceed beyond the Initial Phase; and

c) Issue warrants (the “Warrants”) entitling the Debt Holder to purchase up to 6.0 million common shares of the
Company exercisable for a period of five years at a price of $1.00 per share, to be exercisable (i) as to 50% at
such time as the Company had completed its acquisition of 100% of BVI and had established the Minimum
Resource, and (ii) as to 100% at such time as the Company had completed its acquisition of BVI and had
established a Mineral Resource prepared in a manner consistent with current definitions and requirements as set
out by CIM and Canadian National Instrument 43-101 of at least 2.0 million ounces of gold at a minimum grade
of 2.0 g/t gold.

If the Company decided to proceed beyond the Initial Phase, the Agreement would have become subject to approval
by the TSX Venture Exchange.

During the period ended September 30, 2017, the Company incurred additional transaction costs of $28,887 which
were recorded as deferred acquisition costs.

During the period ended September 30, 2017, the Company decided to not continue with the Option but is
negotiating potential new option terms with WAMA.



VOLCANIC GOLD MINES INC.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
For the period ended September 30, 2017

(Expressed in Canadian Dollars)

6.

MINERAL PROPERTIES (cont’d...)

Seimana Project

During the period ended September 30, 2017, the Company entered into a binding and exclusive Memorandum of
Understanding (the “MOU”) to acquire up to a 100% interest in the Seimana Project in Guinea. The Seimana Project
comprises four exploration permits, which together adjoin both the Mandiana Project and the WAMA Project.

MOU Terms

Pursuant to the terms of the MOU, a cash payment of $24,096 (US$17,640) was made to the Seimana optionors,
which was used to complete the renewal of the mineral tenures that comprise the Seimana Project. Subject to
completion of satisfactory due diligence on title to the Seimana Project, the Company will have the exclusive option
to acquire a 70% interest in the Seimana Project by incurring exploration expenditures of US$700,000 on the
Seimana Project within 18 months of the effective date of the MOU, including expenditures of at least US$300,000
within the first 6 months. Once the Company has acquired the 70% interest, the remaining 30% interest in the
Seimana Project held by the optionors will remain undiluted until such time as the Company has incurred aggregate
exploration expenditures of US$2.0 million. Thereafter, the minority owners will have the right, but not the
obligation, to participate in any project funding in proportion to their percentage ownership in the Project, or will be
diluted proportionally.

As of September 30, 2017, the initial cash payment of $24,096 and additional transaction costs of $19,472 have been
recorded as deferred acquisition costs.

EXPLORATION EXPENDITURES

During the nine months ended September 30, 2017, the Company incurred the following exploration expenditures:

Guinea

Mandiana WAMA Seimana Other Total

Assaying $ 52,869 $ 44153 % -3 -1 $ 97,022
Drilling 759,540 490,899 - - 1,250,439
Field expenses 245,654 57,023 9,142 - 311,819
Geophysics 116,287 - - - 116,287
Geological and other consulting 282,105 43,443 15,636 15,442 356,626
Licenses, rights and taxes 42,627 - - - 42,627
Office and administration 37,032 355 - 20,471 57,858
Project management 62,400 31,500 9,000 - 102,900
Salaries and benefits 101,137 - - - 101,137
Travel 124,546 30,195 - 1,317 156,058
$ 1824197 $ 697,568 $ 33,778 % 37230 $ 2592773

10



VOLCANIC GOLD MINES INC.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
For the period ended September 30, 2017

(Expressed in Canadian Dollars)

8. RELATED PARTY TRANSACTIONS
Related party Nature of transactions
Radius Shared administrative and exploration related charges
Gold Group Management Inc. (“Gold Group™) Shared office and administrative related charges
Mill Street Services Ltd. (“Mill Street™) Consulting services
Andros Capital Corp. (“Andros”) Consulting services

Balances and transactions with related parties not disclosed elsewhere in these condensed consolidated interim

financial statements are as follows:

a) During the periods ended September 30, 2017 and 2016, the Company reimbursed Gold Group, a private

company controlled by a director of the company, for the following costs:

Three months ended Nine months ended
September 30, September 30,
2017 2016 2017 2016

General and administrative expenses:
Office and administration $ 17,866 $ - 3 50,069 $ -
Salaries and benefits 22,641 - 63,468 -
Shareholder communications 266 - 2,420 -
Transfer agent and regulatory fees 522 - 7,949 -
Travel and accommodation 1,386 - 27,804 -
$ 42,681 $ - % 151,710 $ -

Gold Group is reimbursed by the Company for certain shared costs and other business related expenses paid by
Gold Group on behalf of the Company. Salaries and benefits for the period ended September 30, 2017 include

those for the Chief Financial Officer and the Corporate Secretary.

b) During the period ended September 30, 2017, the Company reimbursed Radius, a company with a common
director and officer, $55,051 (2016: $Nil) for personnel, investor relations and travel costs incurred on the

Company’s behalf.

c) During the period ended September 30, 2017, an amount of $49,750 owing to a director for past services was

waived by the director and written off by the Company.

d) Long-term deposits as of September 30, 2017 consists of $61,000 (December 31, 2016: $Nil) paid to Gold
Group as a deposit pursuant to the Company’s office and administrative services agreement with Gold Group.

e) Included in accounts payable and accrued liabilities as of September 30, 2017 was $28,993 (December 31,
2016: $Nil) owing to Gold Group, $5,000 (December 31, 2016: $160,000) owing to directors and officers of the
Company, and $Nil (December 31, 2016: $102,076) owing to Radius. The amount for Gold Group is due on a
monthly basis and secured by a deposit. The amounts owing to directors and officers are unsecured, interest-free

and have no specific terms of repayment.

11



VOLCANIC GOLD MINES INC.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

For the period ended September 30, 2017
(Expressed in Canadian Dollars)

8. RELATED PARTY TRANSACTIONS (cont’d...)

The Company has identified certain of its directors and senior officers as its key management personnel. Included
for the periods ended September 30, 2017 and 2016 at their exchange amounts are the following items paid or
accrued to key management personnel and/or companies with common directors. These transactions are in the

normal course of operations.

Three months ended

Nine months ended

September 30, September 30,
2017 2016 2017 2016
General and administrative expenses:
Consulting and management fees $ 24000 $ 15000 $ 73200 $ 45,000
Salaries and benefits 6,875 - 16,959 -
Professional fees - accounting - 2,850 5,000 7,280
Share-based compensation (value of
stock option grants) - - 697,391 -
Exploration expenditures:
Project management 36,000 - 102,900 -
$ 66,875 $ 17850 $ 895450 $ 52,280

The value of stock option grants recorded as share-based compensation made to directors not specified as key
management personnel during the period ended September 30, 2017 was $134,979 (2016: $Nil).

12



VOLCANIC GOLD MINES INC.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
For the period ended September 30, 2017

(Expressed in Canadian Dollars)

9.

SHAREHOLDERS EQUITY

a) Common shares

During the period ended September 30, 2017, the following share capital activity occurred:

i)

i)

iv)

On January 5, 2017, the Company closed a private placement of 6,666,667 units at $0.15 per unit for gross
proceeds of $1,000,000, of which $301,567 had been received prior to December 31, 2016 and had been
recorded as subscriptions received in advance. Each unit consists of one common share and one-half of
one warrant, each whole warrant exercisable into one common share of the Company at $0.25 per share
until January 5, 2018. The warrants are subject to an acceleration provision such that if the closing price
of the Company’s shares for 10 consecutive trading days is $0.40 or greater, the Company may give notice
to the holders of the warrants that the warrants will expire 30 calendar days after receipt of such notice. In
connection with this financing, the Company paid finders’ fees of $9,765 cash, 241,733 common shares
and 427,700 warrants, each warrant exercisable at $0.25 per share until January 5, 2018 and subject to the
same acceleration provision as above. The fair value of the finders’ fee shares was $55,599, based on a
value of $0.23 per share, and recorded as share issuance costs. The fair value of the finders’ fee warrants
was $31,308 and was recorded as share issuance costs and an offset to other equity reserve. The fair value
of each finders’ fee warrant has been estimated as of the date of the issuance using the Black-Scholes
pricing model with the following assumptions: risk-free interest rate of 0.62%, dividend yield of 0%,
volatility of 89% and expected life of one year. Other share issuance costs associated with this financing
totalled $14,570.

On January 19, 2017, the Company issued 3,766,372 common shares with a deemed value of $1,807,859
for the acquisition of the Mandiana Project (Note 6).

On March 9, 2017, the Company closed a private placement of 12,500,000 units at $0.40 per unit for gross
proceeds of $5,000,000. Each unit consists of one common share and one warrant, each warrant
exercisable into one common share of the Company at $0.80 per share until March 8, 2022. The warrants
are subject to an acceleration provision such that if the closing price of the Company’s shares for 10
consecutive trading days is $1.00 or greater, the Company may give notice to the holders of the warrants
that the warrants will expire 30 calendar days after receipt of such notice. In connection with this
financing, the Company paid finders’ fees of $183,470 cash and 458,675 warrants, each warrant
exercisable at $0.80 until March 8, 2022 and subject to the same acceleration provision as above. The fair
value of the finders’ fee warrants was $177,049 and was recorded as share issuance costs and an offset to
other equity reserve. The fair value of each finders’ fee warrant has been estimated as of the date of the
issuance using the Black-Scholes pricing model with the following assumptions: risk-free interest rate of
1.25%, dividend yield of 0%, volatility of 89% and expected life of five years. Other share issuance costs
associated with this financing totalled $29,026.

A total of 8,075,000 warrants were exercised for gross proceeds of $418,750.

b) Warrants

A summary of share purchase warrants activity from January 1, 2016 to September 30, 2017 is as follows:

Weighted

Number of average

warrants exercise price

Balance, December 31, 2015 10,000,000 $0.05
Balance, December 31, 2016 10,000,000 $0.05
Issued on private placements 16,811,689 $0.68
Exercised during the period (8,075,000) $0.05
Cancelled during the period (91,980) $0.80
Balance, September 30, 2017 18,644,709 $0.61
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9. SHAREHOLDERS EQUITY (cont’d...)

b) Warrants (cont’d...)
Details of warrants outstanding as of September 30, 2017 are:

Number of Exercise
Expiry date warrants price
January 5, 2018 3,686,034 $0.25
January 17, 2019* 2,000,000 $0.05
March 8, 2022 12,958,675 $0.80
18,644,709

* In 2016, the Company extended the expiry date from January 17, 2017 to January 17, 2019

10. SHARE-BASED PAYMENTS

Option Plan Details

The Company has a stock option plan whereby options may be granted to directors, employees, consultants and
certain other service providers to encourage ownership of the Company’s common shares. The Company may grant
options for up to 10% of the issued and outstanding common shares. The term of any option granted under the plan
may not exceed 10 years. The vesting periods for all options granted pursuant to the plan will be determined at the
discretion of the Board of Directors at the time of the grant. The number of options granted to any one person may
not exceed 5% of the outstanding listed common shares in a 12 month period.

The following is a summary of stock option activity during the period ended September 30, 2017:

During the period

Exercise  Opening Forfeited / Closing  Vested and

Grant date Expiry date price  balance  Granted Exercised cancelled balance  exercisable
March 15, 2017 March 14, 2027 $0.60 - 3,850,000 - - 3,850,000 3,850,000
June 27, 2027 June 26, 2027 $0.60 - 225,000 - - 225,000 225,000
- 4,075,000 - - 4,075,000 4,075,000

Weighted average exercise price - $0.60 - - $0.60 $0.60

Fair Value of Options Issued

The weighted average fair value at grant date of options granted during the period ended September 30, 2017 was
$0.45 per option. There were no options granted during the period ended September 30, 2016.

The weighted average remaining contractual life of the options outstanding at September 30, 2017 is 9.47 years.

Options Issued to Employees

The fair value at grant date is determined using a Black-Scholes option pricing model that takes into account the
exercise price, the term of the option, the impact of dilution, the share price at grant date, the expected price
volatility of the underlying share, the expected dividend yield and the risk free interest rate for the term of the
option.
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10.

11.

12.

SHARE-BASED PAYMENTS (cont’d...)
Fair Value of Options Issued (cont’d...)

Options Issued to Non-Employees

Options issued to non-employees are measured based on the fair value of the goods or services received, at the date
of receiving those goods or services. If the fair value of the goods or services received cannot be estimated reliably,
the options are measured by determining the fair value of the options granted using the Black-Scholes option pricing
model.

The model inputs for options granted during the period ended September 30, 2017 included a risk-free interest rate
of 1.21%, dividend yield of 0%, volatility in the range of 106% to 108% and expected life of five years.

Option pricing models require the input of highly subjective assumptions including the expected price volatility.
Changes in these assumptions can materially affect the fair value estimate.
Expenses Arising from Share-based Payment Transactions

Total expenses arising from stock option grants during the period ended September 30, 2017 and recorded as share-
based compensation expense was $1,830,353 (2016: $Nil).

As of September 30, 2017, there were no unrecognized compensation costs related to unvested share-based payment
awards (December 31, 2016: $Nil).

Amounts Capitalized Arising from Share-based Payment Transactions

Share-based payment transactions that were capitalized as part of mineral property assets during the period ended
September 30, 2017 totaled $1,807,859 (2016: $Nil).

SEGMENT INFORMATION

The Company operates in a single reportable operating segment, being the exploration and development of mineral
properties. The mineral property interests are located in the Republic of Guinea and substantially all of the
exploration expenditures are incurred in the Republic of Guinea. Substantially all of the Company’s other assets and
expenditures are located and incurred in Canada.

FINANCIAL AND CAPITAL RISK MANAGEMENT

Financial assets and liabilities are classified in the in the fair value hierarchy according to the lowest level of input
that is significant to the fair value measurement. Assessment of the significant of a particular input to the fair value
measurement requires judgement and may affect placement within the fair value hierarchy levels. The hierarchy is
as follows:

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

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

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

The carrying value of receivables and accounts payable and accrued liabilities approximates fair value due to the
short term nature of the financial instruments. Cash is valued at a level 1 fair value measurement and is classified as
fair value through profit or loss. Receivables are classified as loans and receivables. Accounts payable and accrued
liabilities are classified as other financial liabilities.
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12.

FINANCIAL AND CAPITAL RISK MANAGEMENT (cont’d...)

Risk management

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

Credit risk

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its
contractual obligations.

The Company’s cash is held at large Canadian financial institution in interest bearing accounts. The Company has
no investment in asset backed commercial paper.

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

The Company manages liquidity risk through its capital management as outlined below. Accounts payable and
accrued liabilities are due within one year.

Market risk

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange
rates, and commodity and equity prices.

a) Interest rate risk

The Company’s exposure to interest rate risk arises from the interest rate impact on cash. The Company’s
practice has been to invest cash at floating rates of interest, in order to maintain liquidity, while achieving a
satisfactory return for shareholders. There is minimal risk that the Company would recognize any loss as a
result of a decrease in the fair value of any guaranteed bank investment certificates included in cash as they are
generally held with large financial institutions. As at September 30, 2017, the Company is not exposed to
significant interest rate risk.

b) Foreign currency risk

The Company is exposed to financial risk related to the fluctuation of foreign currency rates. The Company
operates in Canada and the Republic of Guinea. A substantial portion of the Company’s expenses are incurred
in US dollars. A significant change in the currency exchange rate between the Canadian dollar relative to the
US dollar could have an effect on the Company’s results of operations, financial position or cash flows. The
Company has not hedged its exposure to currency fluctuations. As at September 30, 2017, the Company had the
Canadian dollar equivalent of cash totalling $9,547 (December 31, 2016: $18,295) held in US dollars and
Canadian dollar equivalent of liabilities totalling $194,028 (December 31, 2016: $Nil) owed in US dollars.

Based on the above net exposure as at September 30, 2017, and assuming all other variables remain constant, a
10% depreciation or appreciation of the Canadian dollar against the US dollar would result in an
increase/decrease of approximately $18,400 in the Company’s net loss and comprehensive loss for the period
ended September 30, 2017.

c) Price risk

The Company is exposed to price risk with respect to commodity prices, particularly gold. The Company
closely monitors commodity prices to determine the appropriate course of action to be taken by the Company.
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13.

14.

15.

16.

CAPITAL MANAGEMENT

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going
concern in order to pursue acquisition, exploration and development of mineral properties and to maintain a flexible
capital structure which optimizes the costs of capital at an acceptable risk. In the management of capital, the
Company includes its components of shareholders’ equity.

The Company manages the capital structure and makes adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may
attempt to issue new shares, issue debt, acquire or dispose of assets or adjust the amount of cash.

The Company currently is not subject to externally imposed capital requirements. There were no changes in the
Company’s approach to capital management.

The Company does not expect its capital resources as of September 30, 2017 to be sufficient to cover its corporate
operating costs and carry out planned exploration activities for the next twelve months. As such, the Company will
seek to raise additional capital and believes it will be able to do so, but recognizes the uncertainty attached thereto.
SUPPLEMENTARY CASH FLOW INFORMATION

No cash was paid for interest or taxes for the periods ended September 30, 2017 and 2016.

During the period ended September 30, 2017, significant non-cash investing and financing transactions included

3,766,372 common shares with a fair value of $1,807,859 issued for the purchase of the Mandiana Project and
241,733 common shares with a fair value of $55,599 issued for private placement finders’ fees.

There were no significant non-cash investing and financing transactions during the period ended September 30,
2016.

CHANGE IN PRESENTATION

The Company has reclassified certain prior period expenses to conform to the current year presentation of expenses.

EVENTS AFTER THE REPORTING DATE

Subsequent to September 30, 2017, the following events which have not been disclosed elsewhere in these
condensed consolidated interim financial statements have occurred:

a) 7,500 share purchase warrants were exercised at a price of $0.25 per share for proceeds of $1,875.
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