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Note1— Company Identificatton and Economic Actwíty 

Name ECUAGOLDMINING SOUTH AMERICAS A, 
RUC.9190410617001 

Address José Peralta 4 38 y Av 12 deabril Edif Acrópolls, Piso 4, OfÍ 4, (Cuenca) 
- — Legal Constitution” Anonymous Society 

Country: Ecuador 
Activity: 

ECUAGOLDMINING SOUTH AMERICA S, A was constituted In Quíto on March 19, 2015 and registered In the 
Mercantile Register of Cuenca, Republic of Ecuador on March 23 of the same year The Companys corporate 
purpose1s the extraction of precious metaís such as gald, silver and platinum. 

Cease of operations 

On May 4, 2018, there Is a presence of people outside the project In the vicihlty of che mining camp, 
Threatening to close roads and ths taking of the camp, a notlce to the authorities was given and to the 
respecilve control entitles Because of the threac of buming the camp, the compary'S administration. 
reported tiza events to the governor of the province of Azuay, however, opposinon groups closed the 
Yúmate Rio Blanco foad, blocking access to the mine, 

On Tuesday, May 8 a group of people belonging to the aforemientoned opposifian groups entered the 
vicinity of the mining camp and burned part of the camp, affecilng the dormitory módutes, a rented 
excavator and a company motorcycle; and partially the solid waste management center and two dump 
trucks of the company: additlonally, Me aggressors entered by force In the of explosive's deposit violating 
the securittes and subtracting an Important quantIty of explosive material In the early mormng of May 9, 92 
policeman and 95 army personnel were installed in the project, due to securlty meastres, operations In the 
company's mining camp have been paralyzed to tie date 

in such effect, the Judicial acttons for which the project ls paralyzed were presented by the opposition 
groups agalnst the Ecuadorian state (Ministry of Mining and Environmenb) The sentences issued by the first 
and second instance judges were unfavorable for the Ecuadorian State, so an extraprdihary protection 
action was presented through the Ministries, before the Constítutional Court, so thatmining activities could 
be reactivated At the end of January 2019 and as lt Is public knowledge, the neyr Members of the. 
Constitutional Court were elected, wha wlll have ta solve more than 13,000 cases, 50 It [s not possible to 

estimate time in which the process Inuated by the state wIf be resolved. 

Capita! Increase and shareholders 

On September 8, 2015, by means of publlc deed No, 2015 17-01 02 P, the amendmént of the bylaws and 
increase of capital ín US $ 1,000,000 was made, whch was regístered In the Mercantíle Regíster on October 
13, 2015, Of the increase, US $ 250,000 is made immediately and LIS $ 750,000 will bi canceled within one 
year from the Inseription of this deed ín the Mercantile Registry, In effect sald Increase, 6f capital will be In 
cash The Initial capital of the company ls US $ 800, arrlving with the Increase to US $ 1,600,800 of capital lts 
shareholders are JUNEFIELD RESOURCES ECUADOR S.A JUNECUA, whlch ow1s 99,999% of lts share capital 
and 0,001% of POWER FORTUNE DEVELOPMENT LIMITED, dlvided Into 1 000,800 shares of US $ 1 par value 
each. 
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On August 3, 2018, In accordance with the private contract of "nonreconise debt”, JUNEFIELD RESOURCES 
ECUADOR S.A JUNECUA delivers to JUNEFIELD GOLD INVESTMENTS LIMITED US $ 1,000,799 shares of the 
company ECUAGOLOMINING SOUTH AMERICA 5.A_ with a nominal value of one dollar each declaring that 
the shares delivered are free of all lens, and therefore can be freely offered As a result of the "nonrecourse 
debt"the company proceededto reclassify the accounts payable held with JUNEFIELD RESOURCES ECUADOR 
S.A JUNECUA im favor of JUNEFIELD GOLD INVESTMENTS LIMITED for the value of US $ 10,602,517, 
acdillonally, as part of thus transacilon, caprtalizations were classifled as future contributions according to 
the General Shareholders Meeting held on Decentber 30, 2018, In véfich ít decided to transfer torhe account 
of contributions far future capitalizations the value of JS $ 2,500,000 of the account payable with 
JUNEFIELD GOLD INVESTMENTS LIMITED, 

Obtaíning the mining rights 

“the Enuadorlan State tiuough the Ministry of Non-Renewalble Natural Resources, Reglonal Subsecretartat of 
Mines granted the replacement of Mining Securities in favor of the company San Luis Minerales SA, 
accordlngto the following detall 

  

Dateof 
Concession Code Mel Location ArcatHa) Validity 

tdo 
Migalr 100565 26/3/2010  Moleturo,Cuenca — 2.130 — 23yealS,1M,14days 
Canoas: 30411 26/3/2010 — Mulleturo,Cuenca — 2940 21yeats,7m,5days 
Canoas 1 100262 14/9/2010  Mulleturo.Cuenca 368 2jyears.7m.Sdays 

sSantulsAZ_ 100160 26/3/2010 MolleturoCuenca 270 21years.Gm,28days 
  

San Luls Minerales 5 A,, In the exploration and evaluation phase, requested the Ministry of Non-Renewable 
Matural Resources to extend the tesm of the economic evaluation period of te concessions That make Up. 
the Rio Blanco project under the provisions of Article 37, subsectlon 4 of the Law OF Mining The Ministry of 
Non Renewable Natural Resources, through official letter No, OF-501 MRNNR-4M 2013, of June 14, 2013, 
resolved to extend the term of the economic evaluation of the reservoír of the concesslons that make Up 
the Río Blanco project for Pertod of one year constituting the frst extenslon requested With officlal letter 
No MAESCA-2014-1200 of May 21, 2014, Subsecretariat of Environmental Quafiy notífles San Luís 
Minerales that the Ministry of the Environment Issues a favorable opinion to the Environmental Impact study 
for the exploltation phase of metallic minerals of the project Miner Río Blanco, conformed by the four 
mining concesslons detálled initialy 

On june 18, 2014, the company requested the sixmanth extension to complete the economic evaluation 
studies of the Río Blanco Project On june 27, 2014, the Reglonal Coordtnator of ARCOM Cuenca, through 
Memorandum No, ARCOM-C CR-2014 0187-ME, sent the report of perlad extenslon of the economic 
evaltabon of the mming compantes concessions that are part of ne Rio Blanco mining project and on 
August 18, 2014, 15 resolved to deny the request for extensíon of the perlod of the economic evaluation 
perlod, for which an appeal is filed, and on January 23, 2015 and the Ministry of Non Renewable Natural 
Resources, accepted the request for extension Submitted o the Ministry of Non Renewabíe Natural 
Resources fora periad ofsix (6) months to the economic evaluation perlod of the Concession Fletd 

'On March 9, 2015, the legal sepresentative of San Luls Minerales S 4. Presents to the Ministsy of Mining me. 
update of the feasibuy study and on June 10, 2015, the Executive Ditector of the Mining Regulation and 
Control Agency Issues a lerter summarizing the analysis of the feasibilly study carried out by the General 
Coordinator of Regulation and Mining Control, in which It concludes that títe production of 800 tn / day, ls 

parto? the Medlum Mining Reglme 

an    
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Assigament and transfer ofmoining rights 

On june 15, 2015, the General Meeting of Shareholders of JUNEIELD GOLD INVESTMENTS LIMITED owns 
100% of the shares of Panamanlan Company San Luls Minerales S.A, Which ls also the owner of San Luls 
Minerales S.A, (Ecuador), resolves that the mining concesslons granted by the Coverment of Ecuador In 
favor of San Luls Minerales SA, be explolted through an Ecuadorian company for which, the company Is 
required to request author!zation from the government: control enticy In order to obtain the approval of the 

asstgnraentof mining ghtsin favor of Ecuagoldmining South America SA 

On May 26, 2015, the Mining Regulation and Control Agency Issued the approving Seportar the transfer o 
mining rights, On July 13, 2015 the Ministry of Mines Issued resolutions authorizing San Luls Minerales S.A, 
(Ecuadorian) to transfer or assign the mining concessions to the company EcuagoldmnIng South America 
S.A By writing No 20151701002P4158 held In Quita on July 20, 2015, San Luís Minerales 5.4, grants to 
Ecuagoldmintig South America S. A the following mining concessions granted by the Ecuadortan 
Coveamente 

Concesslon Code Area (Ha) 

Migulr 100666 2,130 
Canoas y Canoas 1 (1) 3941,1y100262 2,579 

San Luís A2 100160 278 

(1), According to the Mining Law, Article 39 states that no mining concessíonalre may have one ar more. 
titles that togettrer add up to an area of more ¿han 5.009 mining hectares from the explaltatlon 
stage For this purpose, the concesslon (Canoas and Canoas 1) Ís accumulated in Canoas code 
3941.1 to 3,308 Ha, for which ltrequests the Reglonal of Mining South Central Zone 6 and accepts 
the partial walver of 729 mining hectares requested by the Company, Resuling in 2,579 minmg 
hectares accordwig to Report No 019-3941.1 1€ C CR-CMC 2017 issued by the Mining Regulation 
and Control Agency, On July 14, 2017, the Ministry of ¡aInIng, Reglonal of Miníng South Central 
Zone, number MM-CZM CS-2017 0256 RM, ls hereby registered with a partal walver oFthe mining 
concession named Canoas code 3941 1 (cumulatrveh. 

The transfer of the mining concesslons is carried cut free of charge as JUNEFIELD GOLD INVESTMENTS 
LMITEO Js the indirect owner of the company, hn fact, the present transfer of sights does not imply a 
purchase orsale The expenses related to this transfer are borne by tie concessionalie 

Harnessing the water sesoytce 

According to a resolution dated December 14 2010, the Regional Undersectetary of the Guayas 
Hydrographlc Demarcalion resolved to authorize the San Luis Minerales SA Company The use of water 
resources from Quebrada Yantahuaycu, whose site Is focated within the jurisdictlon o Molleturo Parish, 
Cuenca, province of Azuay as Well as authorize the righto use the waters from the Quebrada YantahuayCu, 
the Total flowof5,77 /L5 

Purchase and sale of Assets, llablllties of san Luts Minerales 5.8. 

On December 31, 2015, the purchase and sale Of assets and llabilítles of the branch of San Luls Minerales S.A, 
ín favor of the company Ecuagoldmining Soutii America S.A. For a total amount of US $ 2,007,859, Detalled 
below 
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Yalue US$ 
Assets 

Commercial Recelvables 8,165 
Related Recelvables 262,322 
Property, Plantand Equipment, Net 1,131 597 
Research and exploration costs 5.612.968 

Labihties 
Commercial Payables 30,576) 
Related Payables 14,865,030) 
Employee beneftes provislons (68.009) 
Defined Denefits provislons 22578) 

Net 007,859 
With th registration of the assets and labíliies resulting from this transaction, Ecuagoldmining South 
America S.A consolldates the records with the transactlons from the minIng rights stage priocto the change 
ofthe explortatlon phase, 

Change of explotattor phase to exploitation and declaration of start of exploltation stage under the mectam 
Minlngregiime 

The Ministiy of Mining accepts and approves the request made by the Legal Representative of 
Ecuagoldminixg South: America Sa, inv le requests the declaration of the phase change from the perlod 
of economte evaluation of the depostt to the siage of exploltation, within the legal regime according to the 
volumes of production of the project, for which its declared the beginning of the exploltatlon phase oFthe 
following mining areas 

Resolution phase Area so Concession — Code cargo Locatlon e Validity 
Miguld 100666  MM-DM 2015-01 — Molfetura, Cuenca 2,130 23yeals,1Ím, 14 days 
Canoas 39411 MM-DM 2015003 — iMulleturo, Cuenca 2,940  21years,7m,S days 
Canoas 1 100262 MM DM-2015-004 — Mulleturo, Cuenca 368 21 years, 7 m, 5 days 

SantulsAz 100160 MM-DM 2015002  Molleturo Cuenca 270 21years,6m,28 days 

The Mining Regulation and Control Agency (ARCOM) Reglonal Coordinacion Cuenca, Issues the mining 
records on December 22, 2015, ln WMich lt grants the authorizatlon and declaratlon of inftiation of 
"Exploltation under the Reglme of Medium Mining" 

Environmental License 

The Ministry of the Environment as Nattonal Environmental Authority, grants ths Environmental License to 
Ecuagoldmining South America 5.4, On November 6 2015, to be subject ta The Environmental Impact Stsdy 

for the mining phase of the Rlo Blanco Project, consisting of the MIUIF mining concesstons (code 100666), 
San Luis A2 (code 100160), Canoas 1 Code 100262) and Canoas (code 3941,1) focared In the province of 
Azuay, run the project in the established pertods, For which the company Is bound to the following 

Camply with te Environmental Impact Study For the mining phase ofthe Río Blanco mining project. 
Maintaín a continuous program of monitoring and follow-up to the measures contemplated In the 
Environmental Management Plan 
Use ín the execution of the project, processes and activiies, technologies and methods £o mitigate: 
and, asfaras posslble, prevent negative Impacts on the environment 
The monítoring points of the components water sol ar, fiora and fauna should be established in the 
approved Environmental Management Plan 
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-  Grounidiwater management, management and management of water from the mine síall be subject to 
control by the competent authority 
Submit environmental compliance reports to the Ministry of the Environment, 

- Provide technical personnel of the Ministry of the Environment with all te Facifides to carty out the 
controland follow up of compllance with the approved Environmental Management Plan, 

- — Tocomply with whatls established In Article 3.0f the Organic Law Reforming the Mining Law 
Must comply with the Second Legislation of the Ministry OF the Environment, on the Integral 
managementof hazardous and / or essential waste 

- — The means of verfication wi be presented that shows the Improvement achteved In the management 
ef water resources 
Ensure the quality and ecological flows of surface water bodies, according to the Mining Law 
Cancel by administrative services of management and environmental quallty by monitoring and 

controlo tire fulfllmentof the approved Environmenta! Management Plan, 
Submit to the Ministry of the Environment the environmental compliance teports in accordance with 
the provisions oFthe Reform ofthe Environmental Regulation of Mining Activities 
Use im the execution of the project, processes and actiitles, technologles and methods to mitigate 
and, asfar as possible, preventnegative Impacts on the environment, 
Comply with current environmenta  regularions atnatlonaland local level 
Renew and maintain In force the guarantee of falivful compliance with de environmental 
management plan, 

he term of validity of this Environmental License ls from the date of Issue to the term of execution of the 
project, Fallure to comply with the provislons and abligations determbned In the environmental [!cense WI 
cause the suspension and revocatlon of the same, according to the establíshed in the leglslation that 
goveras lt, 5 granted atthe costand risk of the interested party leaving ríghts.of third parttes 

This Environmental License is governed by the provisions of the Environmental Management Law and 
Unifled Text Standards of the Secondary Legislation of the Ministry of the Environment, and In the case ofan 
administrative act, by the statute of the AdministratIve Juridical Regime of the Executive Function, 

Thelegal bond insurance policy was issued for US$-487 000. 

Legal standards affectlng the Industry 

in the Supplement to tfe Official Register (R.OJ No, 517 of January 29, 2009, the Mining Law was 
promulgated. The maln aspects contemplated In thts Law related to Medium Mining are as follows" 

“The conservation patent from the granting of the concesston untll December 31 of the year In which 
tíe Initial explotation perlad exprres, will be equivalent to 2 5 percentof a basic unified remuneratlon 
for each concessloned mining hectare This conservation patent Il be Increased to 5 percent aF a 
unifled basic remuneration for each concessloned mining hectare for the advanced explotatlon period 
and the economic assessment period of the reservolr, During the exploltatlon phase of the mining 
concession, the concesslonalre must pay a conservation patent equivalent to 10 percent of a baslc 
unified remuneration for each concessioned mintng hectare 

- The mining concesslonare in the medium mining modalty must pay a royalty equivalant to a 
percentage of four (4) percenton te sale of the maín mineral and the secondary minerals, In addltion 
tothe payment corresponding to the income tax and value tax aggregate. In the case of workers IInked 
to the mining activity, they wil recelve 5% of the profit percentage and the remalnlng 10% wi be pald 
to thestate, which wi only be used for local development projecís 
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Productlon volumes In the medtur-mimng mode will be subject to the following tanges (1) For metal 
res. From 301 to 1000 fonnes per day fn underground mining; From 1007 to 2000 tons per day in 
open pi£minlag, And, from 1501 to 2000 cuble meters per day w aluvial mining, fi For non-metafic 
Minerals" From 3001 to 3000 tonnes per day; and (II For constructlon raateríals From 801 to 2000 
cubic meters for mining ln alfavial terraces, And from 507 to 1000 metric tons in open pit mining ln 
hard rock (quam. 

The mining concession will have a term of up to twenty flve years that can be renewed for equal 
periods, provided the wricten request of the concesstonalre has been submitted to the Sector Ministry 
for that purpose, before lts explration and Favorable report from the Mining Regulation and Control 
Agency and the Ministry of the Environment, 

- The mining concesslon wll be divided into a stage af exploration and a stage of exploltation In turn, 
the exploration stage wi distinguish the Initial exploration periad, the advanced exploration penod 
and the perlod of comprehensive economic evaluation of the deposit It will Incorporate the main 
secondaryand other minerals that have economíc value 

In the upplement to the Official Registry (RO) No 67 of November 16, 2009, the General Regulation was 
promulgated o the Mining Law The maln aspects contemplated In this reguíatlon related to títe Madlum 
Míningareas follows 

The Sector MinIstry will be In charge of formuiating and executing the annual plan of Investments In 
mining subject to the procedure and approval establiched ln the cuivent legal regulalions 

- Creation of Advisory Counells, which are empowered to establish mechanisms of citizen participation, 
tírrough the catrying out of publicinformation processes and gathering of criterla and observations In 
Information meetings, parclcipatory workshops, etc, 

-  ARCOM (Mining Regulatory and Control Agency), which is the technical and administrative body 
responsible for te exercise of the state's power to supervise, Inspect, audlt and control, intervene, 
controland sanction In all phases of mining activity 

Contractual modales once the iia exploracion or advanced exploration period has ended, the 
mining concessionalre wll have a perlod of up to two years to carry out the economic evaluacion of the 
depositand request, before ts expiration the start of the exploltation phase 

Mírung Exploltatlon Contract, within síx months from the resolution declarlng the start of the 

exploltaion stage, the miniag concesstonalre múst subscribe tlth the Srate, through the Sector 
Ministry, a Mining Exploltation contract tnat WI contaln the terms conditions And terra for the stages 
of construction and assembly, extraction transport, and commerclalizatian of the minerals obtaíned 

vrithin che llewts of the minfng concesslon 

- Saca comtracts for carrying out work inherent in the preparation and development of the fielás, as 
well as the extraction and transportation of thelr mineral, The contract will establish the Form and the 
amountof the remunerations that correspond to the provider of mining services, 

On March 9, 2012, Ministerial Agreement No, 323 was published in Oflcial Reglster (RO) No 657, which 
Issued the auditand calculation of royaltles and beneflts of the metallic mining activity and Is summarized In 
thefollowing aspects 

Royaltles the minmg concesslonalre will pay a royalty to the State during the term of the Mining 
Contract ín the terms set forth ín articte 93 of the Mining Law, alticle 81 of the General Regulacion o 
he Mining Law and as established In the Contract of Mining Exploltation and will form part of the 
economic benefits for the State as established In Article 408 of the Constitution of the Republic of 
Ecuador 
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Formula to calculate the royalty, paymentand basis of yowr deductibllty 

“Transfer pricing and definition of related departments 

- — PaymentoFanticipated royalty, lquidation, refund and anticipated royalty deductlons, 

State benefits these are established and the soverelgn adjustment according to article 408 of the 
Constitution of the Republic of Ecuador, which among other matters establishes that the State wIl 
participate in the benefits of the use of nonrenewable natural resources |n an amount that Wll not be 

Tower than those of the company that explolts them, 

Audit, control and control, the procedures to be followed by ARCOM 

On November 28, 2014, Decre No 476 was published in the Supplement to the Official Reglster (RO) No, 
385, which amends the General Regulation to the Mining Law, by Wuch it rechinks the calculaion For certain 
taxes such as taxes on soverelgn adjustmentand extraordinaary Income, 

By Executive Decree No, 1207 of June 26, 2012, published In the Supptement to <he Official Registry No. 740 
af july 6, 2012, article 58 of the General Regulation of the Mining Law was amended and lt was established 
that, prior 10 the transfer of shares or shares of concesslon companles of mining rights the company váll 
have to obtain autíorizatlon from the Ministry of Non Reriewable Natural Resounzes 

On july 16, 2013, the Organic Law Beforming the Muwng Law, tre Reformatory Law for Tax Equity and the 
Organic Law on the Interna! Tax Reglme were Íssued in Official Registry No 37 

On December 18, 2015, the Organic Law on Incentives for Public Private Partnerships and Foreign 
Investment was Issued In the Official Register Supplement No_552, ln which the minIng sector s allowed to 
Tecover the Value Added Tax, As a result of the above, the VAT pald by the Company after January 1, 2017, 
Will be refunded once the Company begins to generate export sales, 
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ote 2--Significant Accounting Policies 

"The significant accounting polletes adopted by The company In the preparation of the financial statements 
are described belaw 

2,1 Declaration of compliance 

The company's financial statements have been prepared In accordance with international Financial 
Reporting standards QFRS), issued by the Internattonal Accounting Standards Board (1ASB), in effectas 
of December 31 2018, These standards have been adopted by Ecuador and represent the Integral, 

expiicitand unreserved adoption of the aforementioned mternational standards 

2,2 BasisofPreparatlon 

The financial statements have been prepared on the basls of historical cost 

Bxceptfor 

- Current provislons that are determined based on cusrenc legisíation in Ecuador and on acerual 
basis, 
provision for decommissioning_mine closure and rehabilitation, whose yalne Is recorded Jn 
assets and labllites based on future payments estimated to be made for this concept, according 
to the time of use of the asset, The estimated value of these costs Is recorded at the current 
value atthe effectivereference rate, 
Obligatlons far [on:g-term employee benefits that are valued based on actuarial methods 

+ Assets and llblllties for deferred taxes are measured based on the curent tax rate on the values. 
ahatare estimated to be recoveredand canceled In the long term 

“The historical costs generally based on the Falr value of the consideration glven tn exchange for the 
2oods and services, 

The preparation of the financial statements ln accordance with the International Financial Reporting 
Standards (IFR) requires the use of certaln accounting estímates It also requires the administration 
toexercise lts Judgment In the process of applying lts accounting policies, 

Subsequently, the areas that imply a higher degree of Judgment or complexity or the areas where 
the assumptions and estimates are significant for the finandal statements are disclosed Due to tha 
inherent subjectivity In this accounting process the actual results may differ from the amounts 
estimated hy he Administration, 

2.3. Functional currency and presentation currency 

The companys financial statements are presented in US dollars, which Is the legal currency In 
Ecuadorand corresponds to the functional and presentatton currency, 

2.4 Accounting pronouncementsand thelr application 

AS of December 31, new horms, amendments, Improvements and Interpretatlons have been 
published to existing standards that have not entered Into folce and that the company has not 
adopted In advance These are mandatoty In the preparation of the financial statements vuthin the 
dates Indicated below 
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Rules Rewandrevised standards Date ofapplicafion 
NFS Characteristics of Early Cancellation” wiii Negative O1ofjanuarpof2019 

'Compensation (Amendments to ¡FRS 9, Issued In October 
2017) 

NFS Long Term Participation m Associates and Businesses OTofJamuaryor 2019 
Sets (Amendments to ¡AS 28 issued In October 2017) 

  NES, NIF TI Anual Imprávements to Hi Stadards 1FR5 2015 2017 OTOFJanuay or 2019 
NIC 12,NIC23 — cycle Amendments to IFRS 3 and (FRS 11 Amendments to 

1AS 12 Amenedments to lAS 23 Issued in December 2017. 
AF Z Practice Document of IFRS 2 Realizatton of Judgments on _ 

Materlality or Relative importance Issued ín September 
2017 

NUÉTO — teases, Establishes the principles for recognition, 07oFJamuaryof 2019 
measurement, presentatron and disclosure of leases Issted 
In January 2016. 

According to the prellminary evaluation caed out by the company, the effects will not be 
significant, In the application of IFRS 16. Leases, whose application 5 as of January 01, 2019, on the 
[cases maintalned by the company. 

2.5. Cash and Cash Equlvalents. 

26 

27 

27 

Cash and cash equivalents Include liquid financial assets, depostts and IIquid Investments that can be 
converted quickly to cash In iess than three months 

Financial instruments 

A financial Instrument is any contract that glves rise to a financial asset In one entity and a financial 
1labIMty or to an equity Instrument m another entity. Financial Instruments are recognized when the 
company becomes partof the contractual provisions of the Instrurnent, 

Financialassets and labifitles 

Financial assets and flabilitles are Initlally measured at faír value (falr value ls the price tinat would be 
recelved for selllng an asset or that would be pald for transferring a Nablllty ln an orderly transaction 
between market participants at the measurement date) 

1 Classification 

Financial assets are classified as they are subsequently measured, n the following categorles 

o  Measuredatamortized cost 
o > Measuresatfalr valuewith changes n other comprehensive Income 
o > Measures atfalrvalue with changes In results  
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The finandil assets of the company are the following 

Measured at amortized cost 
  

o Relatedaccountstecenable 
0 Ofheraccoutsrecelvable 

The financial llabilites of the company are the following 

Measured at amortized cost 

o Tradezccounts payable 
o Relatedaccounts payable 
o Otheraccounts payable 

272 tnilal measurement. 

Except for commercial accounts recelvable financial assets or financial labiltles are measured ac 
their falr value plus or minus the transaction costs that are directly attributable to the acquisition o 
the financial asset or financial abltgy (except for a fInancial asset or llabiity chat be posted ar fatr 
valutewieh changes ln resúlts), 

Despite tte requítementt of the previous paragtaph, trade accounts recelvable are meastred Ly tel 
transaction prices If such commercial accounts recelvable de not have a significant financial 
component determined In accordance with IFRS 15 (or when the entity applles a practical solution of 
In accordance with IERS 15) "The price of the transaction ls the amountof the consideracion to which 
an entity expects to be entltled in exchange for transferring the goods or services committed to the 
customer, The consideratlon that Is committed in a contract with a cllent can Include fixed amounts, 
varlable amounts, or both A significant Financing component can extst regardless of whether the 
fnancing commitment ls explicitly stiputated in the contract, or 1s implicit in the payment terms 
agreed by the partles to the contract As a practical solution, an entity does not need to adjust the 
amount that has been committed as consideration to account for the effects ofa significant financing 
component If the entity expects, at the beginning of the contract, that the pertod benween the 

monient the entty transfers a good or service committed to tte cllent and the moment/n wtuch the 
«ltent pays for that good of service [5 one year or Jess, 

2.7.3 Subsequent measurement 

Aftertheinltlal recognition, the company measures ts financial assets and llabilties as follows 

2.7.3.1 Financial assets and abllltes measured aLamortized cost 

ttis the amount to whicha financial assetor a financial labilky was measussed on initial recognition, 
[ess tepayments af the principal, more or less the accumulated amortization_UsIng the effective 
Interest method, of any difference between the Inft) amountand the amount at maturky and, for 
financial assets, ad]usted for any correctlon of value for losses, 
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(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes ¿0 the Financial Statements 
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273.2 Effective Interest rate method 

274 

2,75 

28 

29 

Tae efíective Interest rate method Is a method of calculating the amortized cost af a financial 
Instrument and of allocating financial income or expense over the relevant period The effective 
Interest rate ls che chscount rate that exactly equals estimated cash flows recelvable or payable 
«including commission basic points of Interest paíd or recelved, transactlón costs and other 
premlums or discounts that are Included In the cateulaion of the effective Interest rate) over the 
expected life of the financial instrument os, when apptopnate In a snoíter period, with the nel 

catryóng amoumt on intial recognition, The company uses the Active Referentlal Rate for Corporate 
Productive Issued by the Central Banicof Ecuador 

Deterlotation. of flnancial assets 

A provision fs established for impatrment of lts accounts receivable based on the expected credit 
losses. The amount of expected credlt fosses ls updated a£ eactr reporting date to reflect changes la 
creditrisiefrom Initlal recognition. 

As of December 51, 2018, the company does notmalntaln commercia! accountstecelvable 

Detecognition offlnancial assets and llabilities 

A financial asset1s eliminated when the contractual rights on the cash flows of the Mancia asset 
explte or íf the company transfers the asset to a thurd party without substantially retalning the risks 
and benefits of theasset, 

A financial llablty 1 ellmfnated wher the company's obligations specified in the contract have been 
canceled or explsed The difference berween the carrying amount of a derecognized financial 
liabífity and the conslderation pald and payable s recognized im profitor loss 

Inventorles 

"he costs of Inventorles of spare parts, accessorles and other materials are presented ar the 
acquisition price and wehen they are consumed, they are Included In the cost of productlon of the 
finusfted products using the welghted average method 

iimports ln transit are presented at «he cost of Involces plus other tharges related to Importarion, 
including non recoverable taxes 

Properties, plantand equipment 

Property, plant and equipment are recorded at historical cost, (ess accurnulated depreciatlon and 
imparrment losses If they occur The cost Includes the disbursements ditecsly artríbutadle to the 
Iocation of the asset, in the place and Under the necessary conditions 50 that It can Operate as 
expected Imubil costs Indude the purchase price or manufacturing cost, including non recoverable 
Import duties and taxes 

Addltionally 1t Includes the Initial estimate of the costs of eismantilng and withdraving the lem as 
well as the rehabilitation of the place on Which lts based, the obligatlon incurred by an entley when JE 
acquíres the Item or as a consequence of having used sald Item for a certaln perlod of time, period, 
with purposes other than the production of Inventorles, 

     



210 

  

ECUAGOLOMINING SOUTH AMERICA S A. 
(A SUBSIDIARY OF JUNEFÍELD GOLD INVESTMENTS LIMITED) 

Notes to+he Financial Statements 
fin United States Dollars US$) 

Disbursements subsequent to the purchase or acquisition ate only capitalized when í£ is probable 
tíat the entity obtams the future economic benefits derived from if; and when the cost of the Item 
can be measured rellably The other subsequent disbursements correspond to maintenance and 
repalts, which are recognized in results when they ara Incurred, 

Interestand other borrowmng costs are capitalized as long as they are related to the construction of 
quallfing assets. A quallfy/ng assetis one that requires. long meto be ready for Use 

Deprectatlon Is calculated nearly based on the estimated useful Ne of the asset or sígnificane 
Identifable components that have differentiated useful lives, and considers residual values (f 
applicable) because tie management estimases a teallzalle value of the applicable asset at the end 
oflts useful Ue, 

Estimates of useful Ives and residual values are reviewed and adjusted If necessary at each closing 
date of the financial statements, with the effect of any change In the estimate recorded on a 
prospective bas!s The useful llves ofthe propertles, plant and equlpmentare the following 

Percentage of 
Deptectable Assets Years — Depreclation 

Vehicles 5 20 
Furniture and furmishings 10 10 
Office Equipraent 10 10 
Machineryand Equipment 10 10 
Computer equipment 3 3333 

Losses and galns from the sale of property plant and equipment are calculated by comparing e 
income obtained with the book value andate included In the statement of comprehensive (ncome,. 

When the book value ofan asset of property plant and equipment exceeds ¡ts recoverable amount, ít 
ts immediately reduced to lts recoverable value 

Mining Investments 

L Exploration and Evaluation Investments 

Exploration and evaluation activities are those costs necessary to find mineral resources and 
determine tneir commercial feastbalty, and technical feasiblllty. 
"They Ínclude the costs of establishing an Initial mineral resource and whether the indicated 
mineral resources can be converted ínto proven and probable reserves 

The exploration and evaluation costs are recorded as a non currentasset, until the phase change 

textractlon) in which they will be recorded at the cost of the mine, are all those costs and 
expenses Incurred by the Company ln the Followng concepts. 

Costofacquisttion af concessions and payments of mining patents, 
Beploration expenses, 

- Community relations expenses 
Deprectation of property, plantand equipment, 
Bxpenses related to payments to technical staff and workers 
Maintenance, fuel and malntenance expenses, 
Wofkcequipment, dctties and suppiles 

21        
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- - Feeding expenses for workers 
System andtelecommantcatons expenses 
Studies and technical reports 
Legal expenses thatare dlfectly related to the project. 

Administrative expenses that are not directly attributable to a specific exploration area are 
charged to the results atthetime of recognition 

Miníng concessions 

slgnificant disbursements related to the acquisition of mining concession rights are capitalized. 

In the event that a deposit that is exploltable is nat found, the costs Incurred are charged to the 
results of the perlod tn which lcls determined that the rights will nat have an economic value lin 

the future, For concesslons where there are proven depostts that are exploltable, they are 
amontized from the exploltarion phase on the basis of the method of units produced. 

Mínes under construction 

Disbursements are transferced from "Research, exploraton and other costs" to mínes under 
construction “in the development phase within" min/ng Investments "once the work developed 
generates evilenee supporing the need to carry cut future development of the mining 
investmentand sald development have the corresponding approvals, 

¡Once the productive process has begun, all the assets Included In "mines under construction” 
are sransferred to “mines in production" within "Mining Investments" Prapesty, plant and 
equipment, 

Currentand deferred Income tax 

The income tax expense for the year tnrludas the current income tax and the deferted tax, Defersed 
tax is recognized in comprehensive Income, except when It corresponds to ¡tens that are 
recognized directiy In equity. In this case, the deferred tax ls also recognized In other 
comprehensive Income (ORD or dIrecely ín equity. 

Currentincome tax 

Theassets and llablliBles for the current Income tax are measured by the amounts that are expected 

o be tecovered frorn or pald ta the tax authorlty The tax rates and tax regulations used to compute 

thistaxaretiose thatare approvedas oPthe closing date over the reporting period 

Deferred Income tax 

Deferred Income tax ls recognized using the Ilabillty method over temporary differences between 
the tax bases of assets and llabilitles and thelr carrying amaunts atte closing date of the reporting 
perlod 

Deferred taxassets arerecognized For deducible temporary differences 
Deferred tax lrabllides are recognized for taxable temporary differences 

The carrying amount of deferred taxassets ls reviewed on each closing date oFthe reporting period 
and ls teducer to the extent that the existence of sufficient futare texable Income Is no longer 
probable, allowing these assets to he Deferred taxes are used as a whole orn part. 
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Notes to the Financial Statements 
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Unrecagnized deferred tax assets are tevalued at each reporting date and are recognized to the 
extent that the existence of future taxable Income becomes probable which allows these assets 10 
berecovered for deferred taxes not recognized with anterlority, 

Deferred tax assets and llabilities are measured at the Income tax rate In force on the date that the 
temporary differences are estimated to be reversed, considering the current Income tax rates 
established [n the Internal Tax Regtme Law and ¡ts reform, 

The balance of deferred tax assets and llabilltes are offset when tíere ls the legal sight regulred 10 
offset current assets taxes with current tax llabilties and when the deferred tax assetand 1lablllty 15 
related to the same taxauthorlty 

Currentprovislons 

"The company recognizes provistons when 1) the company has a present obligation, whether legal 
¡or implicic, as a result of past events, 11) it is probable that an outftow of resources will be necessary 
to settíe the obligatlon, (II) the amount has been estimated rellably The amounts recognized as a 

provision are the best estimate of the administration, at the closing date of the financial 
Statements, of the disbursements necessary or settlement ofthe obllgation, 

Benefltsto employees 

Short-temm benefits 

They are recorded In the provistons Item of the stacement of financial positlon and correspond 
mainly to 

Participation of workers In profits 

Calculated based on 15% of the annual accounting profit before Income fax, as established by 
current Ecuadorian leglstatlon Its recorded with a charge to results for the year and Is presented as 
part of te cost of products sold fcost OF sales), administrative expenses Or Sales expenses, 
depending on the work ofthe beneficlary of thts benefitoFthe Law 

vacations 

“Thecost corresponding to staff vacations ls recorded on the accrual basís 

Thirteenth and foyrteenth salanes and soclal security beneñtes 

They are provisloned and pald accordingto the legistation un force In Ecuador. 

Longsterm benefits 

Proviston for employe! fetlrementand severance 

“The Company has a defined benefit plan for employer retlíement, regulated by Ecuadorían labor 
faws 

2 o -        
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Notes to the Financial Statements 
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According to the laws In force, in cases of termination of employment by severance requested by 
theemployer or worker the employer wil! reward the worker with twenty-five percent (25%) of the 
equivalent of the Jast monthly payment for each One of the years of service provided to the same 
company or employer, this henefitls called severance. 

Tha company determines annually the provision for employer retirement and severance based on 
actuarial studies performed by an Independent professtanal and are recognized with charge to the 
costs and expenses tresults) of the year applying the Projected Unit Credit Costing method and 
represents the present value of the Obligatlons at the date Of the statement of financial position, 
vibich [s obtalned By discourting cash vutficnys al a rate of 4,25% (20173 813%) per year, equivalent 
o the average rate of high quallty corporate bonds la the United States, which are in the same 
carrency in wilch the benefits wif be pald and whch have terms that approxumate the terms of the. 
obligations until thelr maturity 

'The actuarial assumptlons In adltion to the discount rate include varlables such as mortality rate, 
age, sex, years of service, femunerations, future Increases in remuneration, tumoyer rate, among. 
others 

Actuarial gaíns and losses arísing from adjustments based en experience and changes in actuarlal 
assumptions are recorded under Other Comprehensive Results ORÍ, The costs of past services are 
Tecognized in the results of tne year, 

Atthe endof the year, the provislons cover all the employees who were working for the company. 

Revenue recognition 

Ordinary Income for the sale of goods and services 

The company recogntzes revenue from ordinary activites for the transfer of goods and / or services 
committed to customers, far an amount that refiects the consideracion to which the company 
expects to be entitled, In exchange for sald goods or services 

The company For recognition of income considiers the terms of the contractand al the relevant facts 
and dircumstances according to IFRS 15, Including the use of any practical solution, In a manner 

conslstent with contracts witi sintllar characteristics and In similar clrcumstances, 

“The company accounts a contract when the following enteria are met. 

3 The partles to the contract have approved the contract n wrtng, orally or In accordance 
wit other traditional bustness practices) and undertake to comply with thetr respective 
obllgattons, 

1. Thecompany can identify the rights of each party with respect to the gods ar services to be 
transferred, 

li) “The company can Identify the payment terms with respect to the goods or services to be 
transferred, 

1 The contract has a commercial basis (that Is, lt is expected that the risk, timing or amount of 
títe future cash flows of the entlty will changeas a result of the contract, and 

Y) 1 ls probable that the company collects the consideratlon to which le will be entitled In 
exchange for the goods or services that will be transferred to the cilent, 
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(ASUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes to the Flnancial statements 
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To assess whether collection of the consideratlon amount s probable án entity vall consider only the 
clients capacity and tie Intentlon to pay that consideration wen due The amount of the 
considleration to which che entity will be entitled may be less than the price established ín the 
contractifthe consideration 1s variable, because the entury can offer the cilenta price reductlon 

Costs and expenses 

They are recorded at historical cost, Costs and expenses are recognized as they are incurted, 
regardless of the date on which the payment was made, and are recorded in the pertod in which they 
are known 

Compensacion of balanoes and transactlons 

As a general vule, the fmancial statements do not compensate the assets and flablllnes, nor the 
income and expenses, except In those cases In which compensatlon Is requlted or permitted by a 
standard ari this presentation ls a reltection of the essence of the transaction income and expenses 
arising from transaction that, contractually or by a legal rule, contemplate te possibility of 
compensation and the company Intends to settle for 1ts net amount or to realize the asset and 
proceedto the paymentof the llabilty simultaneously, presentnetín results 

Sgniftcantaccounting estimates and criteña 

Several of the amounts included In the financial statements Involve the use of crltesla and estimates. 
These criterla and estimates Were made on the basis of thelr better knowtedge of the relevant facts 

and ciecumslances, taking into account previous experience, however the final results may differ 
from the estimates included In the financial statements, The detall of these criteria and estímates are 
included in the accounting policies orin the Notes tothe Financial Statements. 

The preparation of the financial statements Includes the following criterta and estimates used by the 
Administration 

2) Obligationsfor employee benefts 

The present value of employee beneflt obilgations Is determined by acti/arial valuations, Actuariaf 
valuations Involve several assumptlons that could dlffer from the events that will actually take 
place In the future, These assumptions Include the determination of the discount rate, future 
Wage Increases, mortallty rates and future pension Íncreases, Due to the complexity af the 
valuation, the underlying assomptions and thelr long-term nature deflned benefit obligattons 
are extrernely sensitive to ciranges in these assumptions, Al these assumptions are reviewed at 
each closing date of the reporting period. 

For the determination of the discount rate, the expert considered the Interest rates of the high 
quality corporate bonds that are traded On the United States markets, which have similar 
maturltles or approximace the terms of the respective anes obllgatlons for penslon plans, 

25 - - - 
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b) Usefultife of propertes, plant and equipment 

Property, plant and equipment ls recorded at cost and depreciated based on the stratght (ne 
method over the estimated useful life of said assets In those cases ln which lt.can be determined 
tit the useful iife of the assets should decrease, the excess between the netbook value and ire 
estimated recovery value Is depreciated, accordlng to the rematning useful Ilfe reviewed Factors 
such as changes In the planned use of the different assets may cause the useful Ilfe of the assets 
to bereduced, The estimates are based malniy on projections of future use of the assets 

Cc) Impalimentofassets 

At the closing date of sach períod, or on that date deemed necessary the value of the assets 5 
analyzed to determine Ifthere Is any Indicatton that sald assets had suffered an Impalímentloss. 
1 there ls any Indicarion, an estimate of the recoverable amount of sald asset Is made In tfte case 
af identfíable assets that do not generate cash flows independently the recoverabilty of the 
cCasti-generating unit to viich che asset belongs ls estimated, Impalímentlosses recognized m an 
asset'n prior perlods are reversed when there 1s a change In the estimates of their recoverable 
amotnt, lncreasíng the value of the asset with a credit to results with the [fmit of the book value 
ate assetwould have had ifit had not been recognized the loss due to deterioratíon 

d) Recovery of exploration and evaliation costs 

The application of the policy of exploration and evaluation costs requires julgment to determine 
If the obtalning of future economic benefits is likely through future exploltation or If said 
activities have not reached a stage that allows a reasonable evaluation of the existence of 
reserves IFafter having capitallzed, the current Informadon suggests that the recoverabillty of 
sald costs ís onlikely. the capitalized amount ls charged to sesalts ln the perlod In which Sald 
information hecomes avatlable. 

e)  Pravistan for restoration and rehabilitation 

The company analyzes lts restoratton and rehatilication provision once new and significant 
information ls avallable Mining and exploracion actívitles are subject to vanous environmental 
laws and regulations In effect the Company Intends to make related future expenses The 
accounting of the restoration ar rehabilitation obligations requires the administration to make 
estimates about the future costs that the company Inciss to tomply with the work required by 
the perífment regulations for restoratlon and rehabilitacion In each min/ng operation, The actual 
costs can be signIficantiy different from the estimated costs, likewie, future changes to 
environmental laws and regulations could increase the scope of the restoration and rehabilitation 
work sequited by the Company. An Increase In future costs could Increase the amounts charged 
to results for this concept. The provislon Is the best estimate of the administration at the present 
value of the sestoration and rehabilitation commltments and Is reviewed annually, 

1 Deferredincometax 

“The company has estimated lts deferred tax considering that the resulting temporaty differences 
between the book value and the tax base of the assets and llabilitles will he reversed In the future 
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Notes to the Financial Starennents 
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8) Provisions 

Die to the uncertaínties inherent ín the estimates necessary to determine the amount oF the 
provisions, the actual disbursements May difer from the amounts originally recognized based 
onthe estimates made 

Tha determbnacion of the value to be provisloned Is based on the best estimate of the 
disbursements that will be necessary to pay for the corresponding obligatlon, taking Into account 
all the Information avallable at the date of the statement of financial postion, Jncluding the 
opinion of independent experts such as legaladuisors and consultas. 

hi Contingencies 

Currently the company has asertes of cases related to legal, regulatory and labor disputes. 

The companys estimate of the costs to be Incurted for the resolution of these clalms was 
consulted with lts legal advisors Management and lts legal advisors consider that the company 
has important legal bases that support Its posltlon and constder that the losses derived from £he 
legal actions, In lts case, will not have a significant Impact on the financial statements it is 
possible, however, that the future results of the operations could be affected by changes In the 
estimates or Iinthe effectiveness of the strategles of this procedure, 

Risk management 

The Companys activioy exposes lt to a vartety of risks that could lead to financial Impacts, such as* market 
sisks (Including. exchange rate rISk, Interest rate risk and other price risks), credit risk and iquidíty risk In 
this area the Company's risk management Focuses mainly on tie appiication of suategles 1 the different 
areas of the business Ín order to ensure the necessary cash flow to cover Its working capita! needs and 
minimize potential adverse effects On the profitablliy of its business units through the Identification, 
measarementand risk contro] procedure, 

31 

3:11 

Marketrisk 

115 tre risk that the falr value or future cash flows of a financial Instrument may fluctuate as a result 
sf changes In market prices The analysis of market tisk Is based primarily on ¿he evaluation nf the 
characteristecs of the commercial sector in Ecuador, Market risk comprises three types of ist 

Risk of exchange rate 

“The risk that the falr value or future cash flows of a financial Instrument may fluctuate as a resulto? 
changes In the exchange rates ofa forelgn currency 

The company makes [ts sales of gold concentrate to lts related compares, Hunan Xlanzhong Mining 
Group and Hunan Gold Internacional Ltd Hong Kong In United States dollars, for which there ls na 
exchange rate risk, 
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ECUAGOLDMINING SOUTH AMERICAS A 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes to the Financial Statements 
(in United States Dollars 1158) 

Interest rate rÍsk 

The risk that the fatr value or future cash flows of a financial Instrument may fluctuate as a result of 
changes in market iterestrates, 

the company does not obtain loans from financial Institutions or third partles, because the 
Operation 15 fnanced by lts related compantes, In fact, the balances of these financial labilltes de 
Rot generate Interest, therefore there ls no Interest rate risk 

Other price risks 

The risk tnat the falr value or future cash flows of a financial instrument may fluctuate as a resulto 
changes In market prices (otier than those arising from Interest rate risk and exchange rate risiO, be 

It that they are caused by factors specific to tire financial Instrument ln particular or to lts 1ssuer, or 
by factors that affectall similar financial Instruments craded on the market. 

The sale of gold is carried our with lts related compantes, through the subscription of contradts that 
establish a certain amount, whose price 1s determined based on the Canadian market price (KI1cO), ín 
thissense, the vartation of the prices ln the market could generate a price nsk. 

Crediciisk 

The risk that one party to a financial Instrúment causes a financial loss to the other party for 
breachingan obligatian, 

"The sale of golg ls carried out with its related companies, through the signing of contracts, forwhich 
the company obtalns significant advances that allow It to cover accounts recelvable generated by lts 
sales. n this sense, there ls no credit risk, 

Ltquiciy rtsk 

“The risk that an entity will find it difficult to comply with obligatlons associated with financial 
llabiltles thatare settled through the dellvery of cash or anather financial asset, 

The líabifttes presented by the company are in favor of Its related compantes for advance payments 
as dllents, as well as For funds delivered For Its operation, w;hich allows controlling the risk of a short 
and long term shortfall of funds The objective of the company [5 to malntaln a balance between he. 
continulty of the financing of lts operations, the obtaining of advances and the compensatron of lts 
portfoltofor the sale of gold andsiiver 

Capital isk 

For capital management purposes of the company, the capital Includes the issued share capital and 
all other equity reserves attributable to the owners of the parent, The maln objective of the capital 
managementof the company Is to maxímize the value for shareholders, 

The company manages lts capital structure and makes the appropriate adjustments based ort 
charges in econornic conditions and the requirements oP financial dhauses 

   



ECUAGOLDMINING SOUTH AMERICAS A 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS UMITED) 

Notes to th Financia) Statements 
úín United States Dollars - US$) 

Note4—inancial instruments 

A detalled confirmation of the Inancial instruments of the company: 

  

2018 2017 
Financial assets 

Cashiand cash equivalents 177,597 230,387 
Related Recelvables 781274 707,704 
OtherRecelvables 14499,983 2,615,148 

Total 2,958,844 2,553,239 

Elnancaal Uabllítles 
Commercial payables 427,542 211,658 
Related Payables 11,647,402 10,133,440 
Other Payables 4,858,055 1,797,686 

Total 16 942,999 12,142,785 

Note 5— Cash andl Cash Equivalents 

Cash and cash equlvalents as shown In the cash flow statement can be reconclled to tie refated items in the 
financial statements as follows 

2018 2017. 

Cash 1.600 720 
Creditcards 370 26,011 
Banks (1) 175 617. 203,656 

Total 177,587 230,387, 

(1) Checking account that the company malntalns strong domestic fancia) institutions excellent track. 
record of profitablllty 

   



ECUAGOLDMINING SOUTH AMERICAS. A, 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Noteso the Financlal Statements 
ir Uriiterá States Dollars US$) 

Note 6 Other Recelvables 
  

Asumany of other accounts recelvable Is as follows 

2018 2017 

Environmental guaranteas (1) 1,277,000 1.337.000 
Warcanties leases 8,580 7,587 

Warranty delivered in Import 10,90 
Otherwarrantles 375 375 
Emplayees 2,834 13 952 
Suppllers Advance Payments 206,449 245,140 
Other Recelvables 6,111 - 
Dtireradvances 534 224 

Total 1,499,983 1,615,148 

1) Coresponds to the envitonmental guaranteas fequited by the Ministry of the Environment of the Rio 

  

Blanco mining project, as follows. 

Policy Institution Initlal Date. End Date Valor 

Legal Security Seguros Conflanza 27/772019 27/7/2020 427 000 
Bank Guarantes —— BancoPacífico 18/5/2018 13/5/2019 850,090 

Total 1,277,900 

Note 7—Inventorles 

Astummany of nventorles ls as Follows 

2018 2917. 

Fuel 629 833 
Sparesand cables 173,075 35,855 

Tools 1,720 466 
Explosives 36,191 15961 

Electric suppiles 9 64 
Personal protection equipment 7,855 - 
Construction materlals 4,020 

6,418 170% Mine Suppltes 

229,917 54,940 Total 
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ECUAGO(DMINING SOUTH ÁMERICA S, A, 
(A SUESIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes ta the Financial Statements 
fin Untted States Dollars US$) 

41) The detall ofmining investments by concept (nature) lsas follows 

Personal expenses 
Consultingfees 
Technical and Environmental studles 

Loglstlcs and operatlon oFthe camp 
General expenses and camp administration 
Depreciation of plantand equipment 
Mining concesslons 
Gunpowder Room 
AlrSupply Equipment 
Rehabilitation ofaccess roads 
*Topographical Stake 
Access road constructions 
Silntng platform construcion 
Bxcavation of all for mine field 
Rubble handling 
Exploltation Englneering 

Drilling stucltes 
Construction of road to Relavera 
Profit engineering 
Topographical Stake of Relavera 
Dralnage system 

Water supply englneering 
«Camp bullalng, 
-Alr quality conservation plan 
Water management plan 
soll protection plan 
Waste management plan 
Access roads plan 
Occupational health and safety plan 
Social responsibility plan 
Auditand environmental management program 
Monitoring plan 
Conimuniey relations 
Costs for dismantling mine closure and rehabilitation 

Total 

  

2018 

2,037,005 
934,433 

1,116,559 
1,495,439 
1,234 641 
153,635 
587,517 
85,111 
1,500 

76.451 
3,509 

158,135 
169,249 
36,887 

141 633 
247,535 
51,607 
15.190 

so 
1,754 
1,935 

26,236 
210,535 
32,630 
12 499 
57,401 
4,901 
2,994 

78,681 
1,024,921 

48,259 
170,424 

2,109,503 
1,137,226 

13 461 225 

2017. 

2,037,005 
934,433 

1,116,559 
1.427,81 
689,312 
47,800 

587,617 
80.015 
1,500 

62,839 
3,509 

158,135 
30,452 
23,494 

140,941 

15.190 
so 

1,754 
1.935 

26,236 
16897 
32,522 
4,424 

44.466 
asii 
2,812 

58,220 
420,349 
25,113 

151,333 
1,201,339 
1,144,763 

10,693 398 

 



ECUAGOLDMINING SOUTH AMÉRICAS A, 
(A SUESIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes to 1he Financial Statements 
in United States Dollars - USE) 

2018 

Capitalzation exploration and evaluation of Assets 5,865,220 

Exololtation and profit Agsets 
Gunpowder Room. 85,111 
Canchamina and facilites 36,887 
Exuipmentfor expiciting 1,500 
Engineering of galleries 840 619 

Profitengineering 2,590 
Engineering of Relavera 15 190 
Relavera Dam 1754 
Relgrera dralhage system 1,935 
Water supply engineering 26,236 
Construcalon of campsites 210,535 
Costeismant(Ing, mine closure and rehabilitation 137,225 

Depteciations 130778 

Other intangibles - Environmental management plan 
Alr Quality conservation Plan 32.630 
Water Managlng Pian 12 499 
Soil protectton plan 57,401 
Solid Waste Management Plan 4,301 
Accessroads plan 2,994 
Occupational Health and Safety Plan 78,681 
Social respons!bilty plan 1,024,921 
Monitoring plan 170424 
Auditand environmental management program 15,500 
Environmental management system 32 659 

Workforce 2.109 603 
Operation of camps 345,667 

Services auxillary to camps 810,518 
Ceneral services 398,146 

Total 13,461,225 

3-- - 

  

Below !sthe detail of the mining invesiments activated and n the process of constructlon 

2017. 

5 865,220 

80,015 
23,494 
1,500 

395,876 
90 

15,190 
1754 
135 

26,236 
216,847 

1,144 763 
24943 

32,522 
4,424 

44,466 
4511 
2812 
58,220 

420,349 
151,333 
15,600 
9,513 

1,201,339 
278,109 
530,979 

— 100256. 
10,693,396 

   



ECUAGOLDMINING SOUTH AMERICAS A 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Aotes to the Financial Statements 
tn United States Dollars - US$) 

Note 9- Commerclal accotnts payable 

Asutmaty ofthe commercial accounts payables [sas follows 

2018 2017 

suppliers 427,542. 231,659 

Total 427,542 211,859 

Note 10--Otíer payables 

Asurmmary ofthe other payables ls astollows 

2018 2017 

JESS payments 17.190 63,684 
Salary payables 301 33731 
Clients advance payments (1) 4,848,329 1,700,000 

Provislons 800 - 

Oterpayables 1,435 E] 

Total 4.868.955, __ 1,797,686 

€U) Corresponds to the advances recelved on the "LONG TERM GOLD CONCENTRATE PURCHASE 
AGREEMENT" with the Company HUNAN XIANGZHONG MINING GROUP UMITED recelved in the 
month of December for US $ 1,200,000, of which US$ 700,000 was dellvered directiy to ¡ts 
stareholder JUNERELO GOLD INVESTMENTS UMITED, ans or avances received on the "ONO TERM 
GOLD CONCENTRATE PURCHASE AGREEMENT" with the Company HUNAN GOLD INTERNATIONAL 
INVESTMENTS LIMITED recelved In the month of November 2017 fora value of US$ 500,000, 

The advances recelved during he year 2018 by Hunan Xlanzhong Mining Graup as stipulated in the 
contractwll be up to US $ 4,209,000, the value of the advance delivered to the seller must be pald 
ta the buyer 1n 12 equal parts US $ 350,000 discounted value m each monthiy shipment, 

Advances recelved during 2018 by Hunan Gold International Ltd, as stpulated in the contract WIN be 
up to US $ 1,800,000 The buyer will make payments of the total value of the provisional proforma 
witha monthly discountoF US$ 150,000, 

A detallof the movement oFthe acivances received 

Reclassfication 
FinalBalance Advances restan Aciossings —— FinalBalance 
2017 received TOMES einaccous 7018 vithadvances — Maccou 

Hunan Xlanzhong Mining Group 120,000 3,000,000 (501,671 (ES0.000) 3,348,329 

  

Hunan Gold Intercational Ltd 500,000 1,250,000 (100.000). (150,000) 1,500,000 
Total 1 700,900 4250000 1601671) 500,000) 4,848,329 

     



ECUAGOLDMINING SOUTH AMERICAS A. 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

¡Notes to the Financial Statements 
(lr United States Dollars - US$) 

Note 11 - Current Provisions 

Thesummary of curcent provistons is as follows 

2018 

Social Benefits 131.550 

Total 131 650 

Note 12—Taxes 

121 CurrentTaxAssets 

Asummary of currenttaxassets isas follows 

2018 

Mithholding 12 
Taxcredlt-VAT 741,837 

Total 741,849 

122. Curtenttaxllabllites 

Astsmmary oPtax llabllites includes" 

2018 

Withhoiding taxes. payable 3,396 
Wittholdlng at source— Income payable 4,811 
Remittance of currencies tax. payable 43,895 
Mining royalties 13,458 

Total 65,561 

123. Incometaxrecognized in the results 

Income tax expense includes 

2018 

ncomes for Defenred Taxes 1155017) 

Total tax expense. (155.017) 

  

2017 

117.015 

117,915 

2017. 

1 

— 336,688. 
336,700 
  

2917 

8.956 
17.494 

26,450 

2017 

1229/17) 

Bana,    



ECUAGOLDMINING SOUTH AMERICAS A 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes tothe Financial Statements 
(te United States Dollars US$) 

124 Taxreconcilation 

Reconeiliatlon between the profit according ta financial statements and the taxable profits as follows 

2018 2017 

Accounting profit (hefore workers participation and income 
(850,285) — (1,005,858) 

() Bremptincome 0121 295) 
E) Non deductible expenses 168,656 177,959 
(4) Expenses Incurred to generate exempt 172,082 - 
(+/-) Temporal Differences 43,897 

Tributary Loss (586,975) (827 899) 

12.5. Determination of generation and reversals of temporary differences 

Initial Final 
balance Adjustment Generation _Reversion balance 

Year 2018 

Provision for dismantimg mine ctosureand rehabilitation — 1,144,763 - (0536) 1137227 
Provision for ervployerretirement 9192 - 9.142 
Provision for severancs bonus 4319 - 4319 
Tributarylosses 1730113 (24260) 586,975 22924824 
Remittance of currencies tax proviston - 43,896 - 43 696 
Dismenting costs, me closure andrehabilation c1:144,769 7536 _1,13727) 

Total 1,720,113 24264) 544 332 - 2350181 

25% 
Netbetureen generation andreversal 520.068 587.545 

inftatbatancs—_ Coneration Reversion Final balance. 
Year 2017 

raviston for dismantíng mine closure andrehabilftation 1,051,432 93331 1144763 
Tebutary tosses 302 214 827 899 1,230,413 
Dismantimg costs, mine closure and rehabultation (1051432) (93,331) (1,144 769) 

Total 902214 827,899 1,730,143 

    Netbenween generation and reversal 

36      



ECUAGOLDMINING SOUTH AMERICAS A 
(A SUBSIDIARY OF JUNEFIELO GOLD INVESTMENTS LIMITED) 

Notes to the Financial Statements 
ln United States Dollars US$) 

126 Deferred tax balances 

The movements of deferred taxassets (labíllties) were as follows 

2018 2017 

Deferred tax assets 
Provislon for cismantiing mine closure and rehabilitation 284307 251 848 
Provision for retlrement honuses 2,285 
Provision forseverance bonus 1.080 

10,974 Remlttance of cutrencles tax provision 
“Tributary loss 
Total deferred taxassets 

573,206 432,528 
871,852 684,376 

Deferred tax labiliies 
Costof dismantimg mine closureand rehabilitation 

Total deferted tax labilittes 

  

(284,307) 251,848) 
(1284307) (251,848) 
  

Total (nen) 587,545 432,528 
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ECUIAGOLDMINING SOUTH AMERICAS, A. 
(ASUBSIDIARY OF JUNEFIELO GOLD INVESTMENTS LIMITED) 

Motes tothe Financial Statements 
(in United States Dollars - US$) 

128. Accounting and fiscal basis 

The deductible and taxable temporary differences are the following. 

Accounts Temporas Base Tributary Base ES Deferred Tax. 

vear2918 

Provésica ar dismantilg, mine closure and rehabilitation 1137727 11137227 204,300 
Provision for etirement bonuses 9.182 - 9142 2285 
Provision for severanice bonus 4319 . 4319 1.080 
Remittance ofcurrencies tax provision 43 896 42.896 10,974 
*Tributary loss > 2292824 2292,824 573205 
Costofdismanting, mine ciosure and refbiitation (1.137.227) 2 MBA 284,308) 

Total 57357 2292 824 2350181 507.545 

Accounting, 4 Temporary E Tributary Base ED Defemedias 

ear 2047 

Provision for dismanding, ¡vine closure andrehablitarion 1144763 1.104763 251,848 
“Trbotary loss 1730.13 1,730,113 482528 
Costof dismantilg, mine closure and renabiltation (1,144,769) - 1:144763) (251 848) 

Total 1730/13 1230113 4258 

     



ECUAGOLDMINING SOUTH AMERICAS A. 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes to the Financial Statements 
(ín United States Dolfars US$) 

Note 13—Transfer pricing levislation 

“The curjent tax regulations Incorporate the arms length principle for transaction carried out with retared 
parties, By resofutlon NO NAC-DGERCCCTS 00000455 pubilstred In the second supplement of R.O. 511 af 
Friday, May 29, 2015 the Internal Revenue Service - SRI, requires companies to prepare and forward an anmex 
of operations wath related partles, provided that transactlons have been carríed out wlth related companies 
domicited abroad and loca! nl, fiscal pertod and ose accomulated amount ¡5 greater than US $ 3,000 000, 

and for operations far an accúmulated amount exceeding US $ 15 000,000, a transfer pricing report must be 
presented Itis included as a related party to compantes domiciled ln tax haver, The indicated study must 
be submitted until the month of June 2019 according to the ninth digit of the RUC Additionally, the 
Company must declare the operations of assets, labliles, Income and expenses o ts annual Income tax 
return, 

Therefore, the company does not have the obligation to present the annex of operations with related parttas 

and the transfer priclng report for fscal years 2018 and 2017, since in those perlods there wee transactions 
vith related partles that do notexceed tite amaunts aforementroned 

131. Fiscal sicuation 

AS of the date ofissuance of the Financial statements, Years 2015 10 2017 are sublectto possible control 

Note 14 -Provision For dismantiing, mine closure and rehabilitation: 

The dismantling, mine closure and rehabilitation provision sas follows: 

2018 2917 

Provision for the dismantling of mine closure and 
rehabilitation (1) 1,137,226 1 144,763 

  

toa MEE 
1) Decommisstoning and rehabilitation provisions are presented at their present value, based on 

e future payments estimated to be made for this concapt, according to the ttme ofexploltatlon 
of the mine Mine closure obligattons require management to make estimates about the future 

«costs thattire company Incurs to comply vit the work required by the relevant regulations for 
restoratlon and rehablitation In each mining operation The actual costs can be significantly 
differentfrom the estimated costs The provision !s the bestestimate of the administration atthe 
present value of the restoration and rehabilitation commitments and ls reviewed amually Mine 

closure costs presented at present value were calculated at an effective referentlal discount rate 
issued by the Central Bank of Ecuador Of 8 81% for 2018 (7 75% fot 2017), the detalls and 

calculation of which are presented below 

  

   



  

ECUAGOLDMINING SOUTH AMERICAS A 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes to the Financial Statements 
Un United States Dollars -US$) 

  

  

Sudy of Studyor 
Envionmental— Enviranrnental 

Impacto Impaetof 
Exploltation Benefit 

Today Value 
31 dic2018 

Year state Clostog Plan losing an Total ate8 81%, 
1 Construction - 
2 Construction 
3 Operation 20.000 5.000 25000 22978 
4 Operator 20,000 5,000 25,000 2255 
5 Operation 20,000 5000 25,000 19774 
6 Operation 20.000 5,000 25,000 18,486 
7 Operation 20.000 5.000 25,000 17,355 
8 Operation 20.000 5.000 25,000 16355 
3 Operation 20.000 5.000 25,000 15,463 

10 Operation 20.000 5000 25 000 14664 
” Close 400,000 300,000 130,000 7598 
a Close 109,000 400,000 500.000 265 816 

Total 550.900 1340 000 2.000.000 1137226 

The current value of the provision fot dismantilng_ mine closure and rehabilitation costs was recorded In the 
cost of mining Investments, which vall be amortized from the beginning of the operation, In the life ofthe 
Mine andin accordance with the amount of explolted, 

Note 15- Defined benefit abligation 

Asummary of the defined benefit oblgatlon Isas follows 

2m3 

Employer retltement 23,644 
Severance bonus 11,821 

Total 35465 

15.1 Employee retrement 

2017 

75,643 
22,127 

97,770 

According to provislons of the Labor Cade, workers who for baenty years or more have provided thelr 
services o a continuous or interrupted basis will be entitled to be reured by thetr employers, without 

prejudice to thelr retlrementas members of the institute Ecuadorlan Soclal Security, 

“The balance of the employer retirement provislon corresponds to the current value of the mathematical 
reserve calculated actuarially by an Independent professional, forall the workers who, as of December 31 of 
each year, were providing services for the company 

     



ECUAGOLOMINING SOUTH AMERICAS. A 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes to the Financial Statements 
(In Untted States Dollars. US$) 

The movements ln the present value of the ernployer's retirement obligation weteas follows 

2018 2017 

Balance atte beginning of the year 75,643 
Labor cost 30,914 
Financial cost 
Actuarlallosses    
Balance at the end of the year 

15,2 Severancebonus 

In accordance with provistons of the Labor Code, In the cases of tenmination af the employment relatronship 
for eviction requested by tire employer or the worker, the Company il deliver 25% of the last monthly 
remuneration For each of the years of service 

“The movements ln the present value of ie eviction bonus obligacion were as follows 

2019 2017 

Balanceatthe beginning of theyear 22,127 19,620 
Paid Benefits 02127 01,840) 

Labor cost 13777 6,5540 

Financial cost 878 812 
Actuarlallosses (2,834) (3,005) 

Balance at the end of the year. 11,821 22,127 

Note 1 juicy 

16.1 Capital Stock 

The authorized, subscribed and pald capital of the company As of 31 of December of 2018 and 2017 ls US $ 
1,000,800 divided Into 1,000,800 ordinary shares with a nominal value of US $ 1 each, which grant one vote 
pershareand rlghtto the dlvidends The company does not list its shares on the stock exchange 

As ofDecember 31 2018, the capital stock Js constltuted as follows 

Sharenolder Shares Participation 3 _ Natlonallty 

1,000,799 99,99% Ecuador "Juneñeld Gold investments Limited () 
Power Fortune Development Limited 1 001% — HongKong 

Total 1,000,800 100% 
    

    

   



ECUAGOLDMINING SOUTH AMERICAS. A 
TA SUBSIDIARY OF JUNEMIELD GOLD INVESTMENTS LIMITED) 

Notes to the Financial Statements 
(im Unlted States Dollars - US$) 

(B On August 3, 2078, In accordance with the private contract of “nonrecourse debr", JUNEFIELD 
RESOURCES ECUADOR S.A JUNECUA dellvers to JUNEFIELD GOLD INVESTMENTS LIMITED US $ 
1,000,799 shares of the company ECUAGOLOMINING SOUTH AMERICA S.A , wit a nominal value of. 
one dollar each, declarlng that the shares delivered are free oFall lens, and thetefare can be freety 
offered 

16,2 Legal reserve 

“The Law of Companles requites that at feast 10% oF the annual proflt ls appropnate as a legal reserve until ít 
reaches at least 50% of the capital This reserve |s notavallable for the payment of cash dividends with exception 
ofintñecaseof liquidation of the Company but may be entirely capltalized or used to cover losses in operations. 

16 3 Accounts fromthe adoption of 1FRS. 

In accordance with the provisions of the Superintendency of Secunties and Insurance Companies, Jn 
Resolution No, 5C IC.CPAIFRS G,11 007 of September 9, 2011, published in RO 566 of October 28 2011, 
the regulation on the treatment of- 

16.3.1. Balanceofthe accumulated results sub-accountfrom te first adoptlon of IERS 

Theadjustments resulting from the fltstadoption of the international Financial Repordng Standards 
“1FRS", which were recorded In equity ln the Accumulated Results account, sub-account 
“Accumulated Results from the first adoptlon of IFRS", that generated a credit balance, can only be 
Capitallzed ín the part that exceeds the value of the accumulated losses and those of the last 
financial yea concluded, (Fany, used In absorbing losses, or returned ln the case of ltquidation of 
tie company_If a debit balance is recorded in the “accumutated Results from the first time 
adoption of IFRS" sub account, It may be absorbed by the Accumulated Results and the last 
financial year. Ifany. 

163.2. Adjustmentsarising from the adoptien of the *1FRS" for the frsttime 

The adjustments made under the Intemationa! Finandal Reporting Standards “IFRS" and the 
international Financial Reporting Standard for Small and Medium-Sized Entrtles UFRS for SMES), 
must be knoWn and approved by tite general meeting of shareholders ar partners approved by the 
first Annual financial statements issued In accordance with the aforementioned regulations 

16.4Cumulative results 

“The results from profits os Josses for each year are Included In thus Item keeping records that allow you to 
identify your Year of ongin. With the approval of the General Shareholders' Meeting and complyIng with the 
applicable regulatory provisions, the pros are distributed or allocated to reserves, whlle the Jossas are 
malntaíned In accumulated results or are offset by the reserves and patrimonia! acconnts freely avallable to 
the shareholders, 

   



ECUAGOLDMINING SOUTH AMERICAS A 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes to fhe FInancial Statements 
(in Unkted States Dollars US$) 

Note 1 - Ordinary Incorde. 

Asummary of ordlnary income lsas follows 

  

  

  

2018 2017 

Gold concentrate 

Total 1,907,770 

Adetallof the sales 

Date setement Ana ay O produce Pob 
OTRAS —AADIZOTACAT 1755 AGRA Cae ASA 
TV404:18 — HAU IZOTALAZA 127406 1878% 105102 Coldconcentrate —— 75208280 
140418 HALTIOULAZO 25342 2349% 19.389 — Golcomcentrate — 108661230 
1904-18 — XIPZOIZOJMOIANS 128891 17736 147286 — Goldconcentate 92305150 
19:04-19 — KIP2O1701301 414 25533 2667% 18723 Coldconcentrnte — 112224350 
269018 NULA 36750 335% 31055 Coldcancentate 207 106.86 
130516 — XpP20170130142 A0r163 — 15.807% 95163 — Goldconcentate 7116435 
220518 — HAUTIO1ALBTA 52505 30WM 36563  Coldcomentate — 129:399:44 
220618 — HAUTOIALDIS 108852 158S3% 100035 — Coldconcentrate —— $192317 
220518 HAUIOTALEIC 12205 3360%  amÑ  Goliconcemre 2172184 
180618 — HAUITOIMLCA 32085 25137 3888]  Goldconcenine  105.56830 
030718 HAU MOMALOZ 103514 2648% 76224 Coldconcentate 266484879 
030718 JR e 82114 25021% 136547 — Coldconontae 28298298 

1907 769.0 

Note 18—Costs and expenses by their nature 

summary of the costs reported In the Financial States ls as follows 

2018 2017. 

Directmatertals 124,905 - 
Directlabor 90,474 
Indítect labor 288,303 
Indirect costs of production 311,906 
Rentof benefit plant 249 942 

Total 1.065 530 - 

45     

  

   



ECUACOLDMINING SOUTH AMERICAS A 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes to the Financia] Statements 
tin United States Dollars 053) 

Adetall of administration expense by lts nature isas follows 

2018 2017 

Staff costs 692,466 251,207 
Other staff costs 7,448 8,821 Professlonal Consulting 228,256 127,674 

Maintenance 5,485 14,811 
Utilttes and communtcatlons 27,515 22,856 
Leases 74,584. 65,283 

Legalexpenses 13,688 5,332 
General office expenses 85,478 106,253 

Camps General expenses 31,426 15,077 
Travel expenses 107,051 116.013 
Vehicles Fuel 291 466 

Parts 15 
Taxes and contributions 79,903 47,428 

Royaítles 60,529 
Patent mining concession 183,543 186713 

40095 Withdrawal of assets 
Other expenses 109,461 66,576 

Total 1742,334 1,034,510 

Adetall of sales expenses by lts nature ls as follows. 

2018 2017. 
Expenses for assessmentand managementof exports 24,886 
Contalnertransport expense 20,160 

Total 45 046 

Astummary of the financial expenses by nature isas follows 

—— 8 
Remittance Tax 5.795 2,415 

Bank Commissions 21,250 20,051 
Loans Interests 1,156 127 
Banking Expenses 66 32 

Total 29,267. 22,919 
  

     



ECUAGOLOMINING SOUTH AMÉRICAS, A 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Notes to the Financial Statements 
Un United States Dollars. US$) 

Note 19- Other Income and Expenses 

Asummary of other Income and expenses of the Company ís as follows 

2018 

Other Income 51,326 
Interest earned by certificates of deposit 72797 
Other expenses mM 

Total 124 122 

Note 20 - Transachons wit Refated Partles 
  

2017 

746 
50,820 

51,566 

The following Is a summary of the balances and maln transacttons made durlng Years 2018 and 2017 with 
telated companies lt ls included under the name af related companies, to companles of common 
Shareholders orwleh a significan sharebolding hh the company 
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ECUAGOLDMINING SQUTH AMERICAS A, 
(A SUBSIDIARY OF JUNEFIELD COLD INVESTMENTS LIMITED) 

Notesto the Financial Statements 
in United States Dollars US$) 

20 2Business transactions 

During the Year, the Company made the following commercial transactions with related parties 

2018 2047 

Sales 
Concentrated gold Hunan Xlanzhong Mining Group 1,243,012 
Concentrated gold Hunan Gold International Ltd 664,758 - 

Total 1,907,270, 
  

20 3 Remuneration to key management personnel 

The remuneration and / or compensation paid to key management personnel who have the authority and 
responsibility to plan, direct and control the company's activities directly or Indirectly is detallad below Shure 
term benefits, 2018 was US$ 44,826 48 (US$ 0 00 on the year 2017) 

Note 27 - Commitmenes 

Dfilling contract for the study of the ground of the Río Blanco project 

On December 12, 2017, the company signs the contract with GEOWORKENCINEERINGSERVICES CIA, LTDA to 
«carry out the soll studies of the Río Blanco project and perform the diling, obtaining fro this study the 
engíneertng ofthe area For the plant, which ís base of dam of relavera Obllgafions of the contractor 

-  Deliverthe studies according to the engineering and exploration standards applicable to the industry. 

- Provide the company with visas far forelgn work personnel tf necessary) 

“Tm contract il have a valldlty of 40 days from the signing of the lt, the company must pay the sum of US$ 
105,252.00 which Includes a total cost of the study area of the Rfo Blanco project, The additional costs that 

¡may arlse due to the development of the work, must be duty demonstrated and justified, In the event thac 
there |s the respective approval of the contracting party, the Iiquidation will proceed and only the value 
corresponding eo the VAT will be paíd 

 



ECUAGOLDMINING SOUTH AMERICAS, Ay 
(A SUBSIDIARY OF JUNEFIELO GOLD INVESTMENTS LIMITED) 

¡Notes to the Financial Statements, 
(in United Staces Dollats- US$) 

Contract for talwing Material Processing services 

On December 28, 2017 the company signs the aforementioned contract with the company Agriplaza S.A , 
In which leisagreed, 

The processing seruceof mining material will be of maximum amountof three hundred tons pet day 
or more according tothe agreementof the parties 

- With the plant the process il be carried outin ifferentways, no specific partof the plant wil be 
asslgned, since the techntelans determine Independent circults for che best plant períacmancs anclls 
respective plocess belng that the contractor can supervise the process atall times by your staff 

> The contractor cannot be responsible for the dellvery of the matenal or lts quallty 

In accordance witfvthe agreement between the parttes, the contracting party will pay the contracted the 
value of 1JS $ 35 per ton of materlal processed, plus VAT, 

Inadartion, the partlss agres to establish a recovery percentage of 80% of the ore, calculated on the 
processed material, which ls accepted by the partes. 

Obigations ofthe contractng pany 

Preserve, conserve and protect the ecological balance 

Comply with the legal and regulatosy regulationsin farce, related to tax aspects 

=  Donot hire minors for the realization or execution of tasks related to mining actvitles 

Comply with the safety, health and environmenta! regulations estabiished In the current legal 
tegalations 

Obligattons of the contracted 

Respect the term of the contract, 

- > Malntain the mining concesslon In force where the beneficiation plantand lts operation permits aré 
located 

Itundertakes not to ncur the grounds for revocation contemplated in the Míníng Law 

Ensure high qualltyy malatenance tothe bereficiation plant during this contract, 

Cover operating costs such as electrcity, malntenance, water consumption and labor payments 

  

   



ECUAGOLDMINING SOUTH AMERICAS, A, 
(ASUESIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 

Motes vothe Financial Statements 
Un United States Dollars US$) 

Civil contractíor the provislon of services security apd survelllance 

in the city of Quito, on November 1, 2017, the company hlres the services of MAXIECUASEGURIDAD CIA, 
LTDA Represented by Marcela del Rodo Calle Vintimilla, to provide the service of complementary activitles 
In the branch ofarmedsurvelllance to guard and provide professtonal security to the facíllties and personnel 
required. 

Among the obligations ofthe contractorare 

Assign trained and well behaved personnel with the necessary equipment 

- — Listof personnel thatwll work on the project, 

Submita safety regulatton to be fuJfilled within the project, 

- Deliver continuous reports of spectal news about Integral security ín the places where the service is 
provided, 

The present wil have a duration of 1 Year from the date oP subscrlption, the company will cancel the value 
aus $ 31,204 per month oncelt is exidenced thatthe service was providedto you satisfaction. 

rm contract for the sale of gold concentrate   Lon: 

On October 19, 2017, ECUAGOLDMINING SOUTH AMERICA SA, signed a “LONG TERM CONTRACT OF 
PURCHASE OF GOLD CONCENTRATE” with che company HUNAN XIANGZHONG MINING GROUP LIMITED 
(incorporated company and existing in accordance with the laws of the People's Republicof China), 

  

Quantity and object: 

The sellar ls obligad to dellver the amount of 400 TMH (Humid Metric Tons) per month from Janvary to 
December 2017. The product must reach lts destination In accordance With the regulations of the ¡MO 
ntemational Maritime Organization) in order to avold shrinkage in the matertal. 

“Term and prices" 

“The term of the contract ls one year starting from January 2018, For the transaction, the price of the gold 
content will be pald to the average of the price of gold on the day of shipment Jn the port of Guayaquil 
accordlng to the webslte of Kltco, which will be pard ln United States Dollars 

Payment Methods 

Advances For an amount of up to US $ 4 200,000 to the seller for thelr cash flow that wi cover thelr 
production costs and rates with 4 months aftes signing the contract, 

Monthly payments The value of the advance pald to the seller must be pald to the buyer in 12 equal parts 
US$ 350,000 value discounted m each monty shipment 

Payment of Liguidation The Buyer wi deduct US $ 350,000 In each monthly payment in order to pay the 
total value of the advance payment, IFafter the Final settlement there 15 a balance In favor of fie buyer this 
wil be discounted In the next monthly payment Otherwise, If after the serlement the discount exceeds the 
value of US$ 350,000, this difference will be returned to the seller In the next monthly payment, 

bz o 

   



ECUAGOLDMINING SOUTH AMERICAS, A, 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMPTED) 

Notes to the Financial Statements 
in United States Dollars US$) 

Long-term contract for tíe sale of gold concentrate 

On October 31, 2017, ECUAGOLDMINING SOUTH AMERICA SA, signed a "LONG TERM CONTRACT OF 
PURCHASE DF CONCENTRADO DE ORO” with the company HUNAN GOLD INTERNATIONAL INVESTMENTS 
LIMITED Oncorporated and existing company In accordance wth the laws ofthe People's RepublicoFChina) 

any and obje 

"The seller Is obliged to deliver the amount of 180 TMA (Humid Metric TONS) per month from January to 
March 201 (for the Year 2017 on the contract before modification until December 2018) The product must 
reach lts destination In accordance with the regulations af the IMO Unternarlonal Maritime Organization la 

arder to avoid depletlon ofthe material 

Termand prices 

The term of the contract ls one year starting from the month of January of 2018 For the transaction the 
price of the gold content will be pard to the average of the price of the gold on the day of shipment In the 
port of Guayaquil according to the web page of Kltco, which will be paid in Dollars of the Unlted States of 
America. 

PaymentMethods- 

Advances For an amount of up to US $ 1,800,000 to the seller for thelr cash flow that dll cover thetr 
production costs and rates within 4 months after signing the contract. 

Monthly payments The buyer will make payments of the total value of the provisional pro forma with a 
monthly discountof US$ 150 000 tforthe Year 2017 an the contract before modification US$ 100,000) 

Payment of Setílement The buyer will deduct US $ 150,000 tfor the Year 2017 on tie contract before 
modification 155 $ 100,000) in each monthly payment ln order to pay the total value of the advance, IF after 
the final settiement titere ls a balance in favor of the bayer, this will be discounted 1n the next monthly 
payment, Othervise, IF after the settlement the discount exceeds the value of US $ 150000 (for the Year 
2017 on the contract before modification US$ 100,000), thís difference will be returned to the seller in the 
next monthly payment. The advance wil be fully dedacted at the end of March 2019 

Civil contract for the provision of services - monttaring. 

On February 7, 2018, ECUAGOLDMINING SOUTH AMERICA 5,A,, signed a "SERVICE PROVISION CONTRACT" 

with the company GRUENTECCÍA LTDA. 
Ohjectofthe contract: 

Carry out all the monitoring and analysis with thelr respective reports of the components of water, sof, af, 
nolse and other environmental parameters 

Price 

They have freely and voluntarily agreed £o pay according ta the samples taken or reports presented, The 
sum will be calculated based on each analysis, the payment will be made within a 15-day plate and prlor to 
tire delivery oFthe reports 

Term 

Duration of this contract is two Years counted from February 7 2018, which may be renewed for the pertads 
agreed 

- 53 
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(A SUBSIDIARY OE JUNEFÍELO GOLD INVESTMENTS LIMITED) 

Notes to the Financial Statements 

fin United States Dollars - US$) 

Civil contract for the provision of services tor the managersent of Infectious solid waste 

On March 16 2018, ECUAGOLDMINING SOUTH AMERICA S.A, signed a "SERVICE PROVISION CONTRACT" With 
the Company EMACEP 

  

Objectof the contract: 

“he selective collection and treatment of Infectious solld waste generated In the establlsiment, 

Price 

"The costofthe service ls established by the company EMAC EP based on the monthly weight of the collected 
waste 

Term 

By virtue of the nature of the contract the nalso will he for an Indefínita me or wie the establishmentis in 
operation 

Civil contract for the provision of services - Consulting 

On May 2, 2018, ECUAGOLDMINING SOUTH AMERICAS A, signed a "SERVICE PROVISION CONTRACT" with the 

Company AMBIENCONSUL CÍA LTDA. 
Objectofthe contract: 

Perform the brannual flora and fauna monitoring In the mining areas of the Rio Blanco project thar include 
the CANOAS, MINGUIR and SAN LUIS rnining concesslons. 

Price 

The company will tecognize and pay the amountof Us $ 24,000. 

Term 

Undefined 

Note 22 —informadlon by segrnents 

JFRS 8 "Operating Segments* requires that operating segments be identified based on Internal reporis on 
the companys components which are reviewad cegutaríy by decision rakers of the company In order to 
allocate the resources to the segrents and evaluate thelr performance, The Information by segment af the 
company s structured according to the following categories, 

The company in che 2018 pertod made sales of lts Inventories tn he mining materíals segment 
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Note 23- Contingencies 

The contingentllabifties malntamedd by che company are detalted below: 

23,1 Legal 

Complalnts Fed by the company: 

Investigation by persecution, by Dr Santiago Ortiz, external lawyer, value agreed by the defense ls US$ 
800, closed process, 

Complalntfted for robbesy of the company's vehicle, process by Dr Santlago Ortiz, value agreed to US$ 
500, closed process 

Complalnts led by company personnel, wvithrfinancial support from The company: 

Complalnt for intimidation filed by Alexis Guerrero and Bernardo Barquea workers of the administrative 
area of the company (Relacionadores Comunitarios) process that is In charge of Dr. Santiago Ortiz, 
extemal lawyer 

Complatntfited for nfuries flled by Mr Mauro Ochoa, a company employee agalnstseveral people in the 
community where the mining project ls belng carried out by Dr. santlago Ord, an external lawyer 

'Comptalnt filed for injurles fed by Mrs, Etelvina Durazno, a company employee against several people. 
In the community where the mining project Is belng carried out by Dr Santiago OTUZ, an external 
laswyer 

Complalnts filed by the community of Cochapamba with the financial support ofthe company. 

-  Complalntíled by dYear attemptto good to others, complalnt ralsed by Mr, Juan Quiroz, against several 
people who attacked the facilities of his property this process is In charge of Dr Iván Ulloa, agreed value 
US$ 3,000, oFthe which 50% has been canceled 

Complaint For Intimidation ralsed by Mr. Walter Morales agalhst several people In the community this 
process In charge of Dr Iván Ulloa, agreed value US $ 2,000, of which 50% has been pald, 

Compialnts abautcrimes agafnst water, 

+ Complalnt filed by opponents to the mining activity agalnst the company this process is n charge of 
Dr Santiago Ortiz, external lawyer agreed value US $ 2,500 oP which 50% has been paid. 

23,2Labor 

labor process Inliated by ie former worker, hos in charge of Dr Teodoro Gonzáles, external lavyer 
oFthe company:    



FECUAGOLDMINING SOUTH AMERICAS, A, 
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED) 
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(n United States Dollars US$) 

23 30ther tigation Felated to the company 

Protection action filed by opponents to the mining activity tías process was prosecuted agalnst the Ministry 
9 Mining and the Ministry of the Environment, an action fiat was favorably sentenced In favor of the 
opponents, affecting the continulty of te companys economic operations. 

Note 24- Subsequentevents 

Between December 31 2018 and the date of Issuance of the fInancial statements (08 of February of 2019) 
there were no events that in the opinion of the Administration could have a significant effect on the 
accompanyIng financial statements 

Note 24 Approvalof financial statements 

he financial statements of the company for the year ended December 31, 2018, were approved and 
authoflzed on February 8, 2019, by the General Management, Subsequentiy, they wil be put before the 
General Boardfor final approval, 

Xa0 Juan Viviana Campoverde 
GERENTE CONTADOR GENERAL 

   




