ECUAGOILDMIMNING SOUTH AMERICAS. A _
(ASUBSIDIARY OF JUMEFIELD COLD |NVESTMENTS LIMITED] !
Motas to the Financlal statemenis
{In Unitad States Dollars - US$)

Nofte 1 — Company ldenfillcation and Economlc Activity

- Name:; ECUACOLDMINIMG SOUTH AMERICA S, A,

- BUC 049041063 700N

- Address: josd Peralta4-38 y Av. 12 de abell, EdIF. Acrépolls, Piso 4, O, 4, {Cuehca}
"= Legal Consbtotign: Anonymols society

- Country: Ecuador

- Activity:

ECUAGOLDMINING SOUTH AMERICA S, A, was constituted In Quito on March 19, 21}1 5 and registered In the
Mercantlle Register of Cuenca, Republic of Ecuador on March 23 of the same }rear _The com pany's corporate

purpose is the extractlon of precious matals such s gald, sfiver and platinum, -

Cease of operations

On May 4, 2018, there |s a presence of people outside the project in the vicislty of the mining camp,
threatening to close roads and the taking of the camp, a notlee to the authdrities was given and'to the
respecive conitrol entitles. Because of the threat of burning #he camp, the cempany‘s admin(stration
reported the events o the govermnor of the province of Azuay; however, G]JpDSItICFI'I groups closed the

Yumate Rlp Blanco road, blocking access tothe mine,

On Tuesday, May 8. a group of people balonging o the aforemientonad eppne?ﬁen grtmps entered the
viclnity of the mining camp and burned part of the camp, affecting the dnrrnftery middfules, a rented
excavatar and a company motorcycle; and parfially the solld waste management centel and two dump
- brucks of the company; additlonally, the aggressors entered by force In the of exploslve's deposit viglating

the securities and subtracting an mportant quantity of explosive material. In the early morning of May 9, 92
policemnan and 95 army personnel were installed in the project; due to securlty measures ﬂpemtiens n the

COMmpany's minlng camp have been paralyzed to the dage,

In sueh effect, the Judiclal actions for which the project |s paralyzed wera presented by the opposlkion
. Braups agalnst the Ecuadorian state (MInlstry of Mining antd Environment), The sentences issued by the flrst
and second instance judges were Unfavorable for the Ecuadorlan Stafe, so an extrabrdfnary pratection
actlon was presented through the Ministries, before the Constitutional Couwrt, so thatrnfnjrtg activities could
be reactivated. At the end of January 2019 and as it Is publlc knowledge, the néw members of the
Constitutional Court were elected, wha will have ta sclve mora than 13,000 cases Ee It 5 ot pesslble bty

estimate a time in which the processinitiated by the state'will be resclved.,

Capital Increase and shareholders

On September 8, 2015, by means of publlc deed No, 2015-17-01-02-F, the amendment ef the bylaws and
increase of capital in US $ 1,000,000 was made, which was reglstered In the Mercantlle Reglster on October
13, 2015, OF the increase, Us § 250,000 is made immediately and US § 750,000 will be canceled within one
year from the Inscription of this deed In the Mercantile Registry, In effect sald Incredse, of capital will be In
cash. The Initfal capital of the company |s US % 800, arriving with the Increase to US'$ 1, fme BO0 of capiltal. lts
shareholders are JUNEFIELD RESOURCES ECUADOR S.A. JUNECUA, which pwns 99,995%. ef 'ts share capital
and 0,001% of POWER FORTUNE DEVELOPMENT LIMITED, dlvided Into 1,000,800 shiares of US § 1 par value

each,
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On August 3, 20ME, In accordance with the private cantract of "nonrecolrse debe”, JUMEFIELD RESQURCES -

ECUADOR S.A JUNECUA delfivers ta [UNEFIELE GOLD.INVESTMENTS LIMITED US $ 1,000,799 shares- of the
company ECUAGOLDMINING SGUTH AMERICA 5.A.; with a nominal value of one doffar each; declaring that
the shares debivered are free of allilens, and therefare can be freely offered. As a resultof the “nonrecotrse
debt" memmpanypror:eeded to reclassify the accounts payable held with JUNERELD RESOURCES ECUADOR
S.A JUMECUA in favor of JUNEFIELD GOLD MNVESTMENTS LIMITED for the value of Us § 10,602,517;
addittonally, as part of this transactlon, capitatizations were classified as future contributions according to
the General Shareholders Meeting hetd on Decernber 30, 2018, m which it decided to transfer tothe ccourt
of contributions for future capltalizations the value of [J5 § 2500000 of the account pa,yah!e ek

JUNEFIELD COLD INvESTM ENTS LIMITED,

Cbtaining the minlne rights

The Ecuadarlan State through the Minlstry of Non-Renewabie Natural Resources, Reglonal Subsecretarlat of
Mines granted the replacement of Mining Securitles in favor of the campany san Luls Minerales S.A,

according to the following detall:

Date of
Concession . Code Si‘;?sng:L[iE;rn ILﬂcaHnn Area (Ha} Valldity
tlile _
Miguir 00666~ C26/3S2000  Molleturo, Cuenca 27130 23 years, T, T4 days
Canoas 3941 - 26/32010  mMulleturo, Cuenca 2,940 21 years, 7 ih, 5 days
Canoas 1 100262 . 14/4/2010  Kulleture, Cuenca k3 21 years, 7 m, 5 days
sanlulsA? 100160, . 26/3/2010  Molleturo, Cuenca 270 21 years, B m, 28 days

5an Luls Minerales 5.4, In the explotation and avaluation phase, raguested the Minlstry of Non-Renewable
Matural Resouioes to extend the tim of the economit avaluation perfod of the concessions that make up
the Rio Blanco project under the provisfons of Artlcle 37, subsectlon 4 of the Law OF ining. The Ministry of
Naon-Renswable Natural Rezogrces, through official fetter Mo, OF-50T-MRNNR-YM-2013, of June 14, 2013,
resolved (o extend thefarm of the economic evaltiation of the reservolr of the concesslons that make up
the Rio Blanco project for Perlod of ane year constiuting the first extenslon reguested, With offlclal leiter
Mo, MAE-SCA-2014-1200 of dMay 21, 2014, subsecretariat of Environmental Quality notiflas San Luis_
Minerates that the Minlstry of the Environment [ssues a favorable opinion to the Environmental Impack study

for the exploitation phase of metalllc minerals of the project Mier Rlo Blanco, canformed b}.r the four

mining concesslans detalled mitiaty.

an june 18, 2014, the company requasted the six-manth exienslon to complete the economic evaluatdon
studies of the Rio Blanco Project. On June 27, 2014, the Reglonal Coordlmator of ARCOM - Cuenca, through
Memaranduin No, ARCOM-C-CR-2074-0187-ME, sent the report of perlad extenslon of the ecomomlc
2valuaticn ©f the mining cornpantes concessions hat are part of the Rio Blanco mining project and on
August 18, 2074, 1t1s resolved to deny the reguest for extension of the perlad of the economic evaluation
perlod, for which an appeal is flled, and on January 23, 2015 and the Minlstry of Non-Renewable Matoral

Respurces, accepted the request for extenslon submitted o the Ministry of Mon-Renewable Matural

'Resolrces for a periad of slx [6) manths to the economic evaluation perlod of the Concassion Fleld,

On March 9, 2015, the legal representative of San Lois Minerales €4, Pracents (o the daltny of 'Mml.ﬁg the

update of the feaslbility study and on June 10, 2015, the Executive Ditector of the MIning Regulatlon and

Conhtrol Agency issues a letier summanizing the analysis of the feasiblllty study carried out by the General
Coordinator of Regulation apd Mining Control, In which It concludes that the praduction uf 800 tn / day, Is

partﬂfthe MedIUm Mming Reglme
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Asctervment and tansfer of itdng righis

On june 15, 2015, the General Meeting of Shareholders of JUMEFIELD GOLD INVESTMENTS LIMITED owns
100% of the shares of Fanamtanlan Comipany 5an Luls Minerales S.A, Which Is also the owner of San Luls
Minerales 5.A, (Ecuader), resolves that the mining concesslons granted by the Government: of Ecuador Ih
favor of San Luls Minerales 5A, be explalted through an Ecuadorlan company, for which, the company Is
reguired to request authorlzabion from ihe government contral entity In arder to abitain the approval of the
asslgnrrent of minlng rights in Favor of Ectlagoldmining South Ametlca 54,

On May 28, 2015, the Mining Regulatlon and Cuntrol Agency [ssued the approving report for the transfer of
mining rights, On July 13, 2015, the Minlstry of Mines issued resolotions authoifzing San Luls Minerales 5.4,
{Ecuadorian} vo cransfer ar asslgn the mining concessions to the company Ecuagaldmining South Amertca
S.A. By writing No. 2015T701002P4158 held In Quite on july 20, 2018, San Luis Minerales S.A,, grants i
Ecuagoldmining South Amerlea S, A, the followlng mining concessions granted by the Ecuadorlan

GOVETRIMENT

Concession Code Area (Ha}
Migulr TOOE66 2,130
CancasyCancas 1 (1) 3941,1y 100262 2,579
San Luis A2 TO0160 278

(1} According to the Minlng Law, Article 29 states that ne miring cancessignalea may have one or ore
titles that together add up o an area of more than 5,000 mining hectares from the axplofation
stage. For this purpose, the concession (Canoas and Cancas 1) is accumulated in Cancas code
3941,1 to 3,308 Ha, for which It reguests the Reelonal of Mining south-Central Zone 6 and accepts
the parijal walver of 729 mining hectares requesied by the Company, Resultng in 2,579 mining
hectares according to Report No. 815-3941,1-1C-C-CR-CMC-2017 issued by the Mining Regulation
and Control Agency. OR July 14, 2017, the Minstry of Mining, Reglonal of Mining South-Cential
Zone, number MM-CZM-CS-2017-0256-RM, s hereby reglstered with a partial walver of the mining
concession hamed Canoas code 3941.1 fcurnolativa),

The transfer of the mining concesslons s carried out free of charge as JUNEFIELD GOLD INVESTIMENTS
LIMITED 1s the indirect owier of the company, In fact, the present transfer of rights does not imply a
purchase ar sala. The expenses related vo this transfer are borne by the concessionalie.

Harnessing the water rasource

According W a resolution dated December 14, 2010, the Regiomal Undersecretary of the Cuayas
Hydrographic Demarcation resolved to authorize the san Luls Minerales sa Company. The use of water
resources from Quebrada Yantahuaycu, whose site Is fecated within the Jurlsdicton of Molleturo Parish,
Cuenca, province of Azuay, a5 well as authorize the right to use the waters from the Quebrada Yantahuaycu,

in tha Total flow al 5.77 7 LS. .

Purchase and sale of Assets, RGUWEes &f san Ls Minerales 5.8,

Cn Dacember 31, 2015, the purchase and sale of assets and ligbMitles of the branch of San Luls Mlneréleg 5.A,
In favor of the company Ecuagoldmining South Amerlca 5.A. For a total amount of US $ 2,007,859; Detailed

belciw:
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value Us3

Assets:

Commearcial Recelyvatlas 8,165

Related Recelvables 262,322

Froperty, Plant and Equipment, Het 1,111,597

Research and exploration coscs ' LE120E8
Habilities: '

Commerclal Payabies ' {30,576}

Related Payibles 4, B&5,0300)

Empioyeas benefits provisions (63,002)

Defined benefits provisions . t23.578)

Met gsggg B9

With the reglstration of the assets and Nabllities resulting from this transactlen, Ecuagoldmining South
America 5.4 consolldates the records with the transactlons from the mining rlghis stage, prior o the change

of the sxploitation phase,

Change of exploration phase bo exploitation and declaration of starf of exploltation stage undet the mediom
minlng regine

The Ministry of Mining accepts and approves the reguest made by the Legal Representative of
Ecuazoldmining Sauth Amerlca 54, inwbich i recuests the declaration of the phasa chanze from the perlod
of economle evaluatlon of the deposit to the stage of explaltation, within the legal regime according to the
volumes of protductdon of the project, for which it Is declarad the beglnning of the exploltation phase of the

follewing nining areas:

Resolution phase Atea .
Concession . Code change Locatfon (Ha) Validity

Miglic 100666 MM-DM-2095-001  Molleture, Cuenca 2,130 23 yeats, 1 m, 14 days
Cahoas 39411 MM-DM-2015-003  sulleturo, Cuenca 2,840 21years, 7 m, 5 days
Cancas 1 100262 MM-DM-2015-004  wulleturo, Cuenca 363 21 years, 7 m, 5 days -
Sanluls A2 100160 MM-DM-2015-002  mollefure, Cuenca 270 21 years, om, 28 days

The Mining Regulatlon and Control Agency (ARCOM), Reglonal Coordination Cusanca, Issues the mining
records on becember 22, 2015, In which i grants the authorlzatlon and declaratton of initlation of

"Exploltacan under the Reglme of Medium Minlng".

Environmental License

“The Ministry of the Environment as Matlonal Envirenmental Authority, grants the Environmeniat License to
Ecuageldmining Scuth Ameriga .4, On November &, 2001, to be sybigct fn the Envirgnomental npack Seudy
for the mining phase of the Rlo Blance Project, conslsting of the MIgUIr mining concesstons {(code 1006686),
san Luis A2 (code 100160), Cancas 1 Code 100262) and Cancas (code 3941.1) located In the province of
Aziray, ran the profect inthe established perlods, For which the company Is bound to the following:

- Camplywith the Environmental Impact Study for the mining phase of the Rlo Blanca minlng project.
- Malntaln a cantlnuous program of monltaring and follow-up to the measures cantemplated In the

Environmental Management Plan.

- Use in the execution of the project, processes and activitles, technologies and methods to mitlgate -

and, as far as posslble, previent negative lmpacts on the environment.
- The manftoring peints of the components water, soll, air, fiora and fauna should be established in the

approved Environmental Management Plan.
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- Groundwater management, management and management of water from the mine shall be subject to

cohirc! by the competent auihority.
- Submit environmental compliance reports to the Minlstry of the Environment.
Prondde tachnical personnel of the Miniscry of the Envirenment with all tha facilites to carry out tha
control and follow-up of compllance with the approved Environmental ianagemant Plap,
- Tocomply with what Is established In Arélcle 3 of the Organic Law Reforming the Mining Law.
Must comply with the Second Legislatlon of the Mrnistr:.r of the Environment, on the Integral

management of hazardous and / of essential waste,
The means of verification will be presented that shows the Improvement achleved In the management

o Wates Tesoufces,

Ensure the quallty and ecoloaical flows of surface water badles, accordling to the Mining Law.

Cancel by administrative services of management and ervironmental qualley by monitaring and
cantrol to the fulflilment of the approved Environmentaf Martagement Plan,

submit to the Minlstry of the Environment the emvironmental compllance teports {n accordance with
the provisions of the Reform of the Environmental Regulation of Mining Actlvitles,

Use in the executlon of the project, processes and activitles, technologies and methods (o miilgate
and, as far as possible, prevent negative mparcts on the environment,

- Comply with current environmentat regulations ac natlonal and local level,

Renew and malntaln In force the guarantee of faithful campllance with the environmencal

management pfan,
The term of validity of thls Environmental License Is from the date of [ssue to the term of executlan of the
project, Fallure to comply with the provisions and abiigations determined In the environmental itcense will

cause the suspenslon and revocatlon of the same, according to the established in the leglslation that
governs It; I3 granted af the costand rlsk of the interested party, leaing rights of third parthes.

This Ensironmental Llcense js governad By the provisions of the -Environmental Management law and
Unifled Text 5fandards of the Ssecondary Legislation of the Minlstry of the Environment, and In the case of an
administrative act, by the statute of the Administrative furidical Regirne of the Executlve Functlon,

The iegal bond insurance pollcy was issued for US § 487 000,

Legal standards affectlng the Industry

In the supplement to the Offlclal Register (RO,) Mo, 517 of january 29, 2009, the Mining Law was
promulgated. The maln aspects contemplated In this Law related to Medlom MIning are as follows:

The conservatlon patent from the granting of the concesslon untll December 31 of tha year In which
the Initlal exploration perlod expires, will be equlvalent to 2,5 percent of a basle untfiled remuneratlon
for each concessloned mining hectare. This conservation patent will be increased to 5 percent of a
urilfled Gasic remuneration for each concessioned mining hectare for the advanced explotation perlod
and the economic assessment period of the reservolr, Buring the exploltatlon phase of the mining
concesslon, the concessionalre must pay a conservation patent egquivalent to 19 percent of a baslc

un/flad remuneration for sach concessioned minkng hectare.

The mining concesslanaire in the medium minlng modality must pay a royalty equivalent to a
percentage of four {4 percent on the sale of the main mineral and the secondary minerals, In addition
to the payment correspanding to the income tax and vallte tax agaregate, In the case of workers (inked
ter the mining activity, they will receive 5% of the profit percentage and the remaining 10% will be paid

o the state, which witl only be used for local develapment projecis.
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Froductior volumes |n the medium- -mining mode will be subeck to the following ranges: i} Far metal
ores: From 307 to 1000 fonnes per day in Undersiound mining; From 1001 to 2000 tons per day In
npen pif g, And, from 1501 to 2000 cublt meters per day im aluvial mindng; 1 For non-metaiiic
minerals: From 1007 1o 3000 tonnes per day; and (I For constructlon materials: From 801 to 2000
Ccubic meters for mining In allavial terraces; And from 507 to0 1600 metrlc tons in open pit mrning n

hard rock (guarry),

The mining concession will have a term of up to twenty-five years that can be renewed for equal
periods, provided the writken reqUest of the concesstonalre Ras been submited to the Sector Mimistry
for that purpose, befare 1ts explration and Favorable report from the Minfng Regulatlon and contral

Agency and the Ministry of the Environment.

The mining concession will be divided into a stage of exploration and a stage of explaltation, In turn,
the expicratlon stage will distingulsh the Inftlal exploration periad, the advanced exploration period
and the period of comprehensive ecanomlc evafiatlon of the depesit. 1t wHl incorporate the main,

secandary and other minerals that have economic value,

In the supplement to the Official Reglstry (R0 Mo, 67 of November 16, 2009, the General Regulation was
promuigated to the Minlng Law. The maln aspects contemplated In this regulatlon refated fo the Medium

Mlning are as follows:

The Sector Minlstry will be In charge of formulating and execiiting the annual plan of investments In
mining snbijsct to the procedine and approval estzbliched In the cument fegal regulations.

Creation of Adwlsory Counclls, which are erpowenad to establish mechan|sms of cltizen participation,

through the carrying out of publicinformation processes and gathering of criterla and observations In

Infprmatlon meetings, parifclpatory workshops, eic,

ARCOM (Mining Regulatory and Cartrel hgency]l. which s the tachnleal and administrative body
responsipta for the exerclse of the state’s power to supervise, Inspect, audit and control, intervene,

cantral and sanction In all phases of mining activity

Contractual modalities, once the inltial exploration or advanced exploration perled has ended, the
minlng concessionalre wiil have a perlod of uj} to two years to carry ol t the economic evaluation of the
depositand reguest, bafore its explration, the start of the exploltation phasa,

Mining Exploftation Contract, within six months from the resolution declaring the start of the
exploitation stage, the mining concesslonalre most subscribe with the State, through the Sector
hintstry, a Minlng Exploltation contract that will contaln the terms condltdons And term for the stages
of constructlon and assembly, extraction, transpoart, and commerclalization of the minerals obtalned

withln the: [fmits of the minfng concesslan,

Sandce caniracts for carmying out work Inherent in the preparation and development of the fields, as
well as the extraction and transportation of thelr minerals, The contrack will establish the farm and the
amountof the remunerations that correspond to the provider of mining services,

on March g9, 2012, Minlsterial Agreesment No, 323 was published in Offlclal Reglster [RO) No. 657, which
Issued the audit and caloulatlon of royaltles and benefits of the metallic minlng activity and Is summarlzed in

the following aspetts:

Royalties: the mining concasslonaire will pay a royalty ta the State during the term of the Mining
Contract in the terms set forth in ardcle 93 of the Minlng Law, article 81 of the General Regulation of
ihe Mining Law and as established [h the Contract of Mining Exploltaton and will form part of the
ecanotmic benefits for l:he State as establlshed n Artn:[e 4{}8 le the Cﬂnstltutjon -:Jf the Repub[ll: of

-Ecuadar, -
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Farmula ta caiculate the royalty, paymentand basfs of your deductiblllty.
- Transfer pricing and deffnitfon of related departments.
- Payment of antlelpated rﬂﬁlty, Hguldation, refund and antlelpated royalty deductions,

- State beneflts; these are established and the soverelgn adjLIstmeht according (o article 208 of the
Constitution of the rRepublic of Ecuador, which amone other matters establishes that the State will
participate In the banefits of the use of nonrenewable natiral resotrces |n an amount that will not be

fower than those of the company that explolis them,
- Audlt, controf and control, the procedures to be foilcwed by ARCOM.

an Novemnber 28, 2014, Decree Mo, 476 was publishad In the Supplement to the Official Reglster (RO} No,
385, which amends the General Reguiation vo the Minlhe Law, by which it rethinks the calculatlon For certaln
taxes sitch a8 taxes oh soverelgn adjustment and extraordinary Income,

By Executive Decres No, 1207 of June 26, 2012, publlshad In the Suppletnent to the Offlclal Registry No. 240
af july 6, 2012, article 53 of the General Regulation of the Mining Law was amended and it was established
that, prior to the fransfer of shares or shares of concesslon companles of mining rights, the eompany will
have to obtain autfiorlzatlon from the Minlstry of Mon-Renewable Natural Resources.

on july 16, 2013, the Qrganle Law Beforming the Wicing Law, the Reformatorny Law for Tax Equity and the
Organic Law an the internal Tax Regimea were Issued In Officlal Registry No. 37,

On December. 18, 2015, the Oroanfc Law oh Incenthes for Public Private Parinerships and Forelgn
Investment was [ssued In the Official Register Supplement Ho. 652, In which the minlng secior i5 allowed to
recover the Value Addead Tax, As a result of the abowve, the VAT pald by the Company after fanuary 1, 2017,
will be refunded once the Company beains £o genarate export sales,
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Mota 2 - Significant Accounting Policies

The slghificant accounting pollcles adopted by the company In the preparation of the financial statemeants
are descrlbed below:

2.1

2,2

23

2.4

Declaration of mmhlfan ce

The company's Financfal statements have been prepared In accordance with International Financlal
Reporting Stangards (1FRS), issued by the Internattonal Accounting Standards Board (IASB), In effect as
of December 31, 2018, These standards have heen adopted by Ecuador and represént the Integral,
expiicit and unreserved adopticn of the aforementioned international standards,

Basls of Preparation

The financlal statements have been prepared on the basls of historical cost.

Except for;

- Current provisions that are determined based on corrent leglslatlon in Ecuadaor and on accrual

basis, )
- Provision fOF decommissloning, milie dlosure and renziiiitation, whose valne 15 recorded n

assets and liabilities based on future payments estimated to be made For thls concept, according
10 tha time of uze of the asset, The estimated value of these costs Is recorded at the current

“value ar the effecthve reference rate, .
- Gbligations for long-term employas beneflts that are valued based on actoarial methods.
- Assets and llabllities for deferred taxes are measured based on the current tax rate on the values
that are estimated 0 ba recovered and canceled Inthe long term,

The historical cost |s genetally based on the falr valoe of the consideratlon glven In exchange for tha
Qs and services,

The preparation of the financial statements In accordance with the Internatlonal Financial Reporting
standartis (IFRS) requires the use of cartaln accounting estimates. It also requires the admnlstration
fo exercise lts judgment In the process of applying its accounting pollcies,

subsequently, the areas that imply 3 higher degree of Judgment or complexity or the areas whete
the assumptions and estimates are slgnlflcant for the finandal statements are disclosed. Due to the
irherent subjectivity in this accounting process, the actual resulis may differ from the amounts

estimated by the Administration,

Functional currency and presentation currency

The company's flnancial statements are presented in US dollars, which [s the legal currency In
Ecuacdor and corresponds to the functlonal and presentatton currency,

Accounting pronouncements and thelr application

As of December 31, new horms, amendments, improvements and Interpretatlons have been
publlsited £0 existing sfandards that have not entered Into foree and that the company has nor
adopted In advarice. These are mandatory In the preparatlon of the financial statements within the

dates Indicatad beiow: _

._.__"!_ . [ ——
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Rules New and revised standards Bate of application
NIiFg Characteristics  of  Early Cancellation with Megatlve 01 of jamuary of 2019
Compensation (Amendments to IFRS 9, lssued In October
2m7.
MIF 9 Long Term Partlcipation in Assoclates and Buslnesses 707 of Januaryof 2019
Sels tAmendments 1o |AS 28, Issued In October 20170,
NIF3,NIF11,  Annual Improvements to the Standards: (ERS 2015-2017 01 of January of 2018
NIC12, NIC23  cycle Amendments to IFRS 3 and IFRS 11 Amepdments to .
IAS.12 Amendments to 1AS 23, Issued in December 2017.
NIF 2 Practice Document of IFES 2 Reallzatfon of judgments on -
Materfality or Relatlve Importance, Issued In September
2077. _
MIIF 16 Leases. Establishes the principles for  recoghition, 07 of fanuvary of 2009

measurement, presematian and disclosure of leases, [ssued
In January 2016,

heeording 1o the prefminary evaluation caried out by the company, the effects will not be
significant, [n the application of IFRS 16 - Leases, whose application s as of January G1, 2019, on ithe

leases maintained by the company.

2.5 cash and Cash Equivalents

Cash and cash equivatents Include Uquid financlal assets, deposits and llquld investments that can be
converted quickly to cash In less than three moriths.

2.6 Fnanclalinstruments

A financial Instrument is any contract that glves rise to a financtal asset In one entity and a financlal
llability or to an equity Instrument in ancther entity. Finandlal nstruments are recognized wher the
company becomes partof the contraciual provistons of the Instrument,

2.7 FInancial assets and liabllites

Financial assets and {labllities are Initially measured at fair value (fair value Is the prlce that would be
recelved for selllng an asset or that would be pald for transferring a liabllity in an orderly transaction

between market partlclpants at the measurement date).

277 Classification

FInanclal assets are classified as they are subsequently measyrad, In the following cateporles:

o Measured at amortized oost

o Measuresat falr value with changes in other comprehenslve Income

o Meastras at falr value with changes |n results

18 L
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Tite finandal assets of the company are the following:

Measuired at atnortized cost

o Refatied accounts receivable
a  diher acoounts recefvable

The financlal {labillties of the company are the following:

tdeasured at amortized cost

o Trade aocounts payahble
o Related accounts payable
o Otheraccounts payable

2742 Ipifial measwrarment

2.7.3

Except for commerdal acoounts recelivable, financlal assets o financlal liahllitles are measured at
their fair vatue plus or minus the transacilon costs that are directly attributable to the acquisition of
the financlal asset or flnanclal liabllity (except for a financial asset or llabfliey that he posted at fair

value with changes In resoits),

Despite the requitement of the previous paragiaph, trade aeCounts receivable ate measined Oy thelt
tranzaction prices, If such commerclal accounts recelvable do not have a sighificant financiat
tomponent determined In accordance with IFRS 15 {or when the entlty applles a practical solutlon of
In accordance with IFRS 15). The price of the transaction is the amount of the consfderatlon to which
an enthty axpects to be entltled in exchange for transferring the goods or services committed (o the
customer, The consideration that [s commiltted in a contract with a clfent. can Include fixed amounts,
varlable amounts, or both, 4 slgnificant financing compaonent can axist regardless of whether the
finandng commitment Is explidtly stipulated W the contract, of s Yrnplidt in the payment terms
agreed by the partles to the contract. As a practical saluifon, an entity does not nead to adjust the
amoadint that ras been committed as constderation to account for the effects of a slgnificant financing
component IF the entjty expects, at the beginning of the contracet, that the period between the
moment the entlty transfers 2 good or service committed to the client and the momentin which the

clteni pays for that good o service [s one year of [ess,

Subsequent measurerment

After the inltlal recognition, the company measures |ts financial assets and llabilities as follows:

2.7.3.1 Financlaf assets gnd Nabillities measured aLarmortized cost

Itis the amount to which a flnancial asset of 2 flnanclal liabilty was measured on Inital recoorition,
less repayments of the princpal, mare or less, the accomuwlated amaortlzation, using the effective
Interest method, of any difference between the initial amount and the amount at maturity and, for

financial assets, ad|usted for any correctlon of value for losses,
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2.7 3.2 Effediive interest rate meathod

274

275

2.8

29

The effective Inierest rate method Is a method of calculating the amortized cost of a financial
Instrument and of allocating financial income or expense over the relevant perlod. The sffadlve
Interest rate Is the discount rate that exactly equals astimated cash flows recelvable or payahle
{including commission, basic points of nterest paid o recelved, transaction costs and other
premiums or discounts that are ncluded [ the caleuladon of the effective interesk rate) over the

expected Me of the finandal wstnoment o, when appropriaie, in a snorter period, with the net
carrylng amocnt on initial recogniton, The company uses the Active Referentlal Rate For Corporate

Productiva Issued by the Central Bank of Ecuador,

Belerintation of flnanclal assets

A provislon Is established for impairment of [ts accounts receivable based on the expected credit
lasses. The amaunt of expected credlt losses Is updated at sach reporting date to reflect changes in

credit risk from inithal recagnition,

As of Decemtber 31, 20718, the company does not malntain commerclal accoUnts receivable,

Berecognition of financial assets and lizbilities

A financial asset is eliminaced when the contractual rights on the cash flows of the inancial asset
explre or if the company transfers the asset to a third party without substantally retaining the risks

and benefts of the asset,

A Tinariclal liability is elltlnated whert the company's obligations specified tn the contract have bean
canceled or explied. The difference between the carrying amoont of a derscognized financial

liahility and the conslderaifon pald and payable is recognized in profic or loss.

Inventories

The costs of Inventorles of spare parts, accessorles and other materials are presented ar the
acquisition price and when they are consumed, they are lncloded in the cost of productlon of the

finisfed products using the welghtad average methad,

foogearts (0 transte ave precented at the oost of Wwotces plus othe tharges related 10 Ymporiaiion,
including non-recoverable taxes. '

Praperties, plant and equipment

Property, plani and equipment are récorded at historical cost, [ess accumulated depreclation and
impaiment losses i they ocour, The cost Indydes the disbursements cirectly anrlhutable to the
locatlon of the asset, in the place and under the necessaty conditions so that it can operate s
expected. Initial costs Include the purchase price or manufacturlng cost, lncluding non-recoveratale

Import dutles and taxes.

Additionally, it Includes the Initlal estimate of the costs of dismantling and withdrawing the ltem, as
well as the rehabllltation of the place an which ft s based, the obligation incurred by an sntty when i
acquires the ltem or as a conseguence of having used sald Item for a certaln perlod of ime, period,
with purposes other than the production of Invantorlas,
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Disbursements subsequent o the purchase or acquisitfon are only capltalized when it iz probable
that the entity obtains the future economic benefits derlved from it; and when the cost of the [Tem
can be measured rellably. The other subsequent disbursements correspond to maintenance and

repalrs, which are remgnrzed in resutts when they are [ncurred,

Interest and other borrowing Costs are capliallzed as long as they ara related to the constiuction of
quailfying assets. A quallfying assetis one that requlres a fong thme to be ready for Use,

Depreclation is cafculated lnearly based on the estimated useful ife of the asset or sigalficant
idenfiflable components that have differentiated useful lives, and considers resldual values (if
applicable). because the management estimares a reallzable value of the appiicabla astet at the em!.

of Its usaful Hfa,

Estlmates of useful lives and resldual values are reviewed and adjusted If necessary at each closing
date of the financlal statements, with the effect of any change I the estimate recorded on a
prospective basts, The useful [Ives of the properiles, plant and equipmentare the fallowlng

Farcentage of
Depreclable Ascets Years Depraclatlon

Yehicles 5 20
Furniture and fuimlshings 10 10
Office EQuipToent 10 10
Machimerny and Equlpment 10 10
Computer equipment 3 33.33

Losses and galns from the sale of property. plant and equlpment are calculated by comparing the
income obtalned with the book value, and are incudad i the statemant, of comprehansive Ipcome.

When tha book value of an asset of property, plant and equipment exceeds ts recoverable amount, it
is immediately reduced to [ts recoverable value.

Mining lnvestients
. Exploratlon and Evahratlon Investmants

Exploiation and evaluation activitlas are those costs necessary to find mineral reseusces and

determine their commerclal feasibillity, and technlcal feasibllty,
They Include the costs of establishing an Inithl mineral resource and whether the mdlcated

mineral resoorces can be converted into proven and probable reserves,

The exploration and evaluation costs are recorded as 2 non-current asset, until the phase change

{extraction) im which they will be recordee! at the cost of the mine, are all those costs and-

sxpenses ncurred by the Company n the Fellowing concepts:

- gostof acguisition of concessions and payments of mining patents,
- Exploration expenses,

- community relations expenses

- Deprectation of property, plantand equipment,

- Expenses related (o payments to technlcal staff and workers.

- Maintenance, fuel and malnienanca expenses,

- Wik etiipment, dothes and supplies,
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- Feeding expenses for workers

- System and telecommunlications expenses.

- Studles and technical reporis.

- Legal expenses that are directly related to the project.

Administrative expensas that are not directly attribuéable fo a speciﬂc exploration area are
-charged tothe results at the §ime af recognition.

Mining concesstons

slEnificant disbursements related to the acguisitlon of mining concession rights are capitalized,
in the event that a deposit that Is exploltabla is net found, the costs Incurred are charged to the
results of the perlod in which It1s determtned that the rlghts whil nat have an econefric value in -
the furtire, For concesslons where there are proven deposits that are axpioltible, they are
amortlzed from the exploltatlon phase on the basls of the method of unles produced. '

pdines nnder construction

Disbursements are transferred from "Research, exploration and other costs” to mines uinder
constroctlon "In the development phasa within® minlng imestments "once the work developed
generates evidence suppoiiing the need (0 carmy out Tutire development of the mining
nvestment and sald development have the carresponding approvals,

. once the productive process has begon, all the assets Induded [n "mines under construction”
are transferred to “mines in production” within "Mining Investments", Fraperty, plant and

equipmeant,

v

Current and deferred Income tax

The [ncome tax expense for the year includes the cureent ncome tax and the defared tax, Defaried
tax i5 recognized in comprehenslve lncome, except when [t corresponds o {ems that are
recognized directly In equlty, In this case, the deferred tax |5 also tecognized In other

comprehensiva Income (ORN or directly In aquity.

Currentincame fax

The assets and ilabllides for the current Income @x are measured by the amounts that are expactad
ti2 ba tecovered from or pald ta the tax authorlty, The tax rates and tax regations used (9 compute
this taxare those that are approved as of the closing date over the reporting periad.

Deferred Income ax

Deferred Income tax is recogn|zed using the labilloy method over temporary differences between
the tax bases of assets and llabillties and thelr carrying amaunis atthe closing date of the reporting
petlod,

Deferfed tax assets are recognized for deductlble terporary differences.
Deferred tax [fahllities are recognlzed for taxable temporary diffarences.

The carryng amount of deferred tax assets Is reviewed on each closing date of the reporting period
and 1s reducerd 60 the extent that the avistence of sufficlent futtee taxable Income Is no longey
prabable, alowing these assets to he Deferred tavas are used as 3 whole or In part.
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Unrecagnized deferred fax assats are revalued at each reporting date and are recoghized to the
extent that the existence of Future taxaklz lncome becameas probable, which aJJUWS these assais (0
be recovered for deferred taxes not recognlzed with anterlotity,

Dererred tax assets and liabilities are measured at tha [ncome tax rate In force on the date that the
temporary differences are estlmated to be reversed, considering the current INCome tax rates

established In the Internal Tax Reglme Law and Its reforms,

The halance of deferred tax assets and ilabilTtles are offset when there [s the legal right required
offset current assefs taxes with current tax llabilitles and when the deferred tax asset and ilabllity |5

related to the same taxauthorliy.

Current provislons

Tha company recognizes provisions when: 1) the company has a present obligation, whether legai
or implicit, as a result of past events, if} it is probabie that an outflow of resources wiill be necessary
to settla the obligatton, [ID the amaunt has been estimated rellably, The amounts recognized asa
proviston are the best estimate of the administratlon, at the closing date of the financial
statements, of the disbursements necessary for settlement of the obligation,

Benefits to employees

Short-term benefits

They are recorded In the provistons Iem of the statement of financlal positon and carrespon
manly to: .

Pardcipatlon of workers Ih profits

' Caleulated based on 15% of the annal accounting profit before Income faw, as established-by

current Ecuadonian leglstatlon. Itis recorded with a charge to results for the year and Is presented as
part of the cost of products sold fcost of sales), adminlstratlie expensss or sales expenses,

tepending on the work of the beneflclary of this beneflcof the Law,

vacations

The cost corresponding to staff vacatlons Is recorded on the accroal basls.

Thirteenth and fourteenth salaries and soclal security benefts

They are provisioned and pald according to the leglslation in Force In Ecuador,

Lona-term beneflts

Proviston for empioyer retirement and sevarance

The Company has a deflned benefit plan far employer retlrement, regulated by Ectadarfan labor
faws.
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According to the laws [n force, In cases of termination of employment by severance requested by
the employer or worker, the employer will reward the worker with twenty-flve percent (35%) of the
equivalent of the fast monthly payment for each One of the years of service provided fo the same

company of employer, this henefltls called severance.,

Tha company determfnes annually the provision for employer retirement and severance based en
actuanial studies perfarmed by an independent professional and are recognized with charge ia the
costs and expenses (results) of the year applylng the Projacted Unlt Credit Costing methad and
represents the present value of the oblizations at the date of the statement of financlal position,
which is obtiined by discounting cash outficews ot a Tate of 4,25% (20177 3.91%) per year, equivalent
o the average rate of high-quality corporate bands In the United Scates, which are in the same
corrency In which the benefits will be pald and which have terms that approximate the terms of the

abligattons untl thelr maturlty.

The actuarial assumptlons n addition to the discount rate include varlables such as mortality rate,
age, sex, years of service, remunerations, future Increases iR remuneration, turmover rate, among

others.

Actuarial gains and [osses arising from adjustiments based on experlence and changes n achuarlzi
assumptons are fecorded under Other Comprehensive Results ORI, The casts of past services are

"tecognized in the resulis of the year,

At the end of the yaar, the provisians cover all the employees who were working fot the company.

2,74 Ravenue recognition

Ordinary Income for the saie of goods and services

The company recagnlzes revenue from ordinary actlvittes for the transfer of goods and / or services
committad to customers, for ap amount that reflects the consideratlon ko which the company

axpects tobe entitled, n exchange for sald goods or services.

The campany for recoanition of iIncome cansiders the terms of the contrack and all the relevant facis
and clrcumstances dccording to IFRS 15, Inciuding the yse of any practical solution, in a manner
conslstent with contracts with simllar charactenstics and In sImllar clrcomstances,

* The company accounts a contract when the following criterla are met:

I The partles te the contract have approved the contract dn writing, orally ot I accordance
with other tradiiional bustness practices) and undertake to comply with thelr respecilive

obllgattons,

I»  The company can identity the rights of each party with respect to the goods or services to be
transferred,

iy  The company can identify the payment terrns with respect to the goods or services to be
transferred,

v} The contract has a commercial basls {that 15, It is exgected that the rlsk, dming or amount of
the future cash flows of the entlty will change as a result of the contract), and

v} It Is probable that the company collects the consideratlon fo which It will be entitfed |n
exchange for the goods or services that will be transferred to the cllent,
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To assess whether collection of the cansideratlot amount [s probabie, an entity will constder only the
client’s capaclty and the Intention to pay that conslderation when due. The amount of the
conslderation 1o which the entity will be entitled may be less than the prica established in the
contract If the consideration Is varfable, because the antity can offer the chlent a price reductlon.

215 Costsand eﬁpenses

They are recorded at historlcal cost, Costs and expenses are reconlzed as they are incurred,
regardless of the date an which the payment was made, aitd are recorded in the period in which they

are known.

2,76 Compensatloh of balances and transactions

As a genetal rule, the financial statements do not cormpensate the assets and labiilties. nor the
Income and expenses, except In those cases I which compensation is required or perroloted By a
standard and this presentation Is a reRection of the essenca of the transactlan. Income and expenses
arlsing from transactions that, contractually or by a legal rule, conternplate the possibility of
campensation and the campany Intends to settle for its net amaount or to realize the asset and
praceed to the payment of the llabllity simultaneously, present net in resulis.

247 Signiftcantaccounting estimates and critera

Saveral of the armounts jncludad In the fingpclal statemeants Involve the gse of criterla and estimartes,
These criterla and estimates were made on the basls of thelr beiter knowledge of the relsvant facts .
and clrcumstances, taking into account previous experlence; howevar, the final results may differ
from the astimates included In the Anancial statements, The detall of these crlierla and estiimates are
Inctuded In the accounting policles orm the Notes to the Financlal Statements,

The preparatrun of the flnancial statements Includes the following critarla and estimates used h],r the
Administration:

a) Obligatlons for employee benefits

The present value of employee benefit obllgations Is determined by actifarial valuations, Actuarial
valuations Involve several assumpilons that couid differ From the events that will actually take
place In the futitre, These assumptions include the defermination of the discount race, futlire
wage Increases, mortallty rates and future pension [ncreases, Due to the complexity of the
valuation, the undarlylng assomptions and thelr long-term natore, defined benefit obligations

are enremely sensitive to changes In these assumptlons, All these assumptions are revlewed at |

each closing date of the reporting period.

For the determination of the discount rate, the evpert consldered the Interest rates of the high
quality corporate bonds that are traded on the Unlted States markets, which have similar -
maturitles o approximare thea tarms of the respective anes. ebligations for penslon plans.
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by Useful Hfe of properties, plant and equipment

Property, plant and equipment Is recorded at cost and depreclated based on the straight-line
method over the estimated useful life of said assets. In those cases In which It can be determ/ned
that the useful iife of the assets should decrease, the excess between the net hook value and the
estimated recovery value is depreciated, accordIng to the rematning useful life reviewad. Factors
such as changes In the planned use of the different assets may cause the useful life of the assets
o be reduced, The estimatas are based malnly on profectlons of future use of the assets,

c) Impairmentof asseis

AL the clnsing date of sach perlod, or on that date deemed necassary. the value of the assets is
analyzed to determine IF theie is any Indication-that sald assets had suffered an impaliment loss,
If there Is any Indication, an estimate of the recoverable amount of sa(d asset [s rmacde. In the case
af identiffable assets that do not generate cash flows Independently, the recoverablllty of the
cash-generating unlt tawhich the asset belongs is esdmated, Impaliment fosses yecognized n an
asset in pror periods are reversed when there is a change In the astimates of their recoverable
amotmt, Increasing the value of the asset with a credit to resulis with the limit of the book vaiue
that the asset would have hiad if it had not been recognized, the loss diue b deterioration.

d) Recovery of exploration and evaltation costs

The application of the pollcy of exploration and evaluatlon costs requires judgment to decermine
IF the phtaining of future economic benefits is Ifkely through futire exploltation or IF said
activities have not reached a stage that allows a reasonable evaluatlon of the exlstence of
reserves. . IF after having capitallzed, the current Informatlon sueeests that the recoverahillty of
safd costs s unlikely, the capitallzed amount ls charged to resolts in the perfod In which sald

information becomes avatlable. :
&) Provision for restoration and reha_bl!ltaﬂun

The company analyzes Its restoratton and rehabllisation proviston once new and slgnificant
informatlon Is avallable, Mining and exploration actlvitles are subjact to various environmental
laws and reguiations, In effect the Company Ilntends to make related future expenses. The
accaunting of the restoration and rehabllltation obllgations requires the administratlon ta make
estimates about the Fubure costs that the company INCINS 1o comply with the work reguired by
the pertittertt regiations For restoratlon and rehiabilitation In each mining operation, The actual
costs can he signlficantly different from the estimated cosis, likewlse, future changes to
environmentai [aws and reguiations could increase the scope of the restotatlon and rehabiiltation
work required by the Company. An Increase In future costs could incréase the amounts charged
ta resuits for this concept. The prosdsion bs the best estimate of the adminlstration at the present
value of tha rastoration and rehabilitation commitments and 15 raviewed annually,

ft  Deferred income fax

The company has astimated its deferred tax cons(derlng that the resulting temporary differences
between the book value and the tax base of the assets and liabilities will be reversed In the future.
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Provisions

Dise to the uncertainties Inherent n the estimates necessary to determine the amount of the
provisions, the actual disbursements may differ from the amounts originally recognlzed based

on the estimates made.

The determination of the value to be provisloned !s based on the best eshmate of the
dlsbursements that will be necessary 10 pay for the corresponding obfigatlon, taking Into account
all the Infotmation avallable at the date of the statement of financlal position, Including the
apinicn of independant axpearis sich as real advigors. and consuiiants.

Contngencles
Currently the comparty his a serles of cases related to legal, regulatory and labor disputes.

The company's estdmate of the costs o be Incurred For the resolution of these clalins was
consulted with 1ts iegal advisors. Management and |ts legal advisors consider that the company
hias important Jegal bases chat support IS posltion and conslder that the losses derived from the
{egal actions, In s case, will not have a significant Impace on the finahclal statemernts. 1T 1S
passible, howesvar, that the future results of the operations could be affected by changes In the
esthmates or In the effectlveness of the strategles of this procedure,

Mote 3 — Rlsk management

The Company's activity exposes it To a varlety of risks that could lead to flnanclal impacis, such as: marker
risks fIncluding: exchange rate rlsk, Interest rate risk and other price risks), credit rIsk and liguidity risk. In
this area, the Company's risk management focuses mainly an the application of stratenfes ip the different
areas of the business In order to ensura the necessary cash flow to cover lts working capleal needs and
miniriize patentlal adverse effects an the proffiablilty of its business units through the identification,

measurementand risk control procedure,

3.1

311

Markert 115k

itls the risk that the falr value or future cash fllows of 4 finandcal nstrument may fuctoate as aiesult
of changes In market prices. The analysls of market tlsk [s based primarlly on the evaiuation of the
charactarlstics of the cammerclal sector in Ecuador, Market risk comprises three types of rlsk:

Risk of exchange rate

The risk that che Falr value or future cash flows of a financial Instrument ma}r fiuctuate as a resulf of

changes In the exchange rates of a forelgn corrency.

The company makes [t5 sales of gold concentrate to its related companies, Hunan Xianzhong Mining
Croup a2nd Hianan Gold International Ltd - Hong Kang In Unlted States doflars, for which there 15 no

exchange rate risk,
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Intérest rate risk

The risk that the fair value or future cash flows of a financhal instrument may fluctuaie as a result of
changes [n market interest rates,

The company does not obtain [oans from finandal Institutfons or thied parties, because the
operation |5 financed by its related companles, In fact, the balances of these finandal lzbllictes do

not generate interest, therefore there is ne interest rate risk,

Cther price rlsks

The 1isk that the falr value or future cash flows of a flrancial instrument may fluctuate as a result of
changes In market prices {other than those arlsing from ipterest rate risk and exchange rata rlsk}, be
1t that they are caused by factars speciflc ta the financlal Instrument In particular of to its issuver, or
by Fictors that affect all similar financlal Instruments cractad on the markat,

The sale of gold I= carried ouc with [is refated companles, through the subserlpiion of contracts that
establish a certain amount, whose price is defermined based on the Canadian market price (Kirea}, in
this sense, the varlation of the prices Inthe market could generate a price risk,

Credic risk

The risk that ane party to a financlal Instriment causes a financlal loss to the other party for
breaching an obligatian,

The sale of gold is carrled out with its related companies, dirough the slgning of contracts, for which
the company obtalns significant advances that allow [t to covar accolmnts rece|vable generated by its

sales. In this sense, there 15 no cradit sk,

Liquidity risk

The risk that an entfy will find it difficult to comply with obllgatlons associated with financlal
lizbilities that are settted through the dellvery of cash ar anather financtal asset,

The lizbllittes presented by the company are in favor of Its related companies, for advance payments
as dients, as well as for funds delivered for s operation, which allows controfling the risk of a short
ang fong term shortfail of funds. The objective of the company [s to malntain a balance betwasn the
cantlnulty of the financing of Its operations, the obiaintng of advances and the compensation of its

portfolie for the sale of gold and sliver.

Capltal risk

For capital mattagement purposes of the company, the capltal Includes the issued share capltal and
all other equity reserves actribucable to the owners of the parent, The maln objective of the capital
management of the company Is to maximize the valua far shareholders,

The company manages Jis caplital structure and makes the agpropiiate adjustments based on
Chamges in econ o Londitions and the requirements of firandal dauses,




ECUAGOLDMINIMG SOUTH AMERICA S, A,
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED)
Motes ta the Flnancial Statements :
{in Unted States Dollars - USS)

Wobte 4 — Apancial Instruments

A detailed confirmation of the Minancial instruments of the company:
2018 207

Financlal assets

Cash and cash equivalents 177,587 230,347

Related Recalvables TRT, 274 ' F07. 704
Uther Recsivables 1,499,983 __LEBT15148
Total 2,458,844 2,553,739
Flnancial lablitles .
Commercial payables 2237 547 271,659
Related Payables 11,647,402 10,133,440
Other Payables 4. 862055 1,707 .68
Toral 16,947 9949 12,742,785

Maote 5 — Cash and Cash Equivalents

Cash and cash equlvalents as shown in the cash flow statement can be reconclled to the refated items in the
finandal statements as follows:

2014 217

Cash : ' 1.600 720
Credt Cards 370 26,011
Banks (1} 175,617 203,656
Total 177.587 230,357

(1} Chacking account that the company malntalns stmng domestc francal insgrucons em:ellent track,
record of proficablity,




ECUAGOLDMINING SOUTH AMERICA S, A,
(A SUBSIDIARY OF JUNEFIELD GOLD INYESTMENTS LIMITED)
Motes to the Financlal statements
i Urited States Dollars - US4

Nota & —~ 0fher Receivables

A summany of other accounts raceivable 15 a5 follows;

2Ma 2017
Environmental Juarantees (1) 1,277,000 1,337,000
Warranties leqses £ e80 ¥.557
Warranty delivered in Impart - 10,900
Gther warranilas 375 375
Emplayees 2,834 13,952
suppllets Advance Payiments 206,449 245,140
Other Recelvables 6,111 -
Other advances 534 224
Total 1,499,983 1,615,148

{1) Cofresponds to the environmental guarantees requited by the MInistry of the Environment of the Rio
Blanco mining project. as follows:

Palicy Instltuticn Initlal Date EndDate - . Valor
Legal Securlly Seaurps Conflanza 27/7/H19 234772020 427,000
Bank Guarantee Banco Pacifloo 18/5/2018 13/5/2019 850,000

Total 1,277,000

Note 7 — Inventorlas

A summary of inventorles 1s as follows:

2018 nmz
Fuel 024 B33
Sparesand cables 173,075 35,855
Tools 1,730 466
Exploslves 36,191 13961
Etectric supplles 9 64
Personal protectlon equiprent 7.855 -
Constructlon materlals 4,020 -
Mine supplies G418 1,761
Total 229,917 54,240
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ECUAGOUDRAMING SOUTH AMERICA S, 4,
{ASUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED)
. Motes ta tha Finance lal statements
{in Unlted States Dollars - Us$)

{1} The detall of mining investiments by concept (nature) Is as follows:

2018 2017
Personal expeanses ' 2,037,005 2,037,005
Consulting fees 034,433 934,433
Technlcal and Environmental scadies 1,115,559 1,116,559
Loglstics and operatlon of the camip 1,445,439 1,427,881
General expenses and camp adminlstration 1,234,641 684,312
Depreciation of plant and equipment 153,635 47,800
Minlng concessions 587,617 537617
Gunpowder Room 85,111 805
Alr supply Equlpment 1,50 1,500
Rehabilitatlon of accecs roads 76,451 62,239
Topographical Stake 3,509 3,509
Access road consiructons 158,135 158,138
sl platfoim consiiuciion 164,244 30,452
Excavation of sol For mine fleld 36,887 23,494
Rubble kandling 141,632 140,941
Exploltation Enelnesring 247 535 .
Drilling studies _ 51.607 -
Construction of road to Relavera : 15,190 15,190
Proflt englnesring ' a0 50
Topographlcal Stake of Ralavera 1,754 1,754
Dralnage system 1,935 1.935
Water supply engineering . 26,236 26,236
Camp hullding 218,535 15,847
Alr quality consarvation plan 32,630 32,522
Water management plan 12,499 - 4,424
soll protection plan . 57,40 44, 466
waste management plan 4,901 . 451
Accass roads plan 2,004 2,812
Qcoupatianal health and safety plan 78,681 58,220
. Social responsibllity plan 1,024,921 420,349
Audht and epvironmental management program 48,259 25113
roritoring plan 170,424 151,333
Community relatlons L 2,109,603 1.201,338
Costs for dismantling mine closure and rehabiiitatlon 1,137,226 1,144,763
Total 13,461,225 10,693,386

e B




ECUAGO]L DMIMIMNG SOUTH AMER]CA S, A,
(A SUBSIDIARY OF JUMEFIELD COLD IMVYESTMEMTS LIMITED)
Motes to the Finandial Statements
{In United States Dollars - USH

Below Is the detall of the mining investments activated and In the process of canstruction:

018 2017

Caplalizaiinh exploraiion aind evaluation of Asseis 5,865,220 5,865,220
Explofiatton and profit Assets -
Cunpowder Room 85,111 80,015
Canchamina and Facilities _ 36,887 23,494
Equipment for expicitng 1,500 1,500
Engineeting of gaileries ~ 840,619 305,876
Proflt engineering 2,540 .90
Engineerlng of Relavera 15,790 15180
Relavera Dam 1,754 1,754
Relavera drainage system 1,935 1,935
Water supply engineering 26,236 26,236
Constructlon of campsltes 210,535 216,847
Cost dismant/Ing, mine closure and rehablittation 1,137,226 1,144,763
Pepreriations 130,778 24,943
Qther Intangibles - Environmental managament plan

Alr Quality Conservation Plan 32,630 32,522
Water Managing Flan : 12,499 4,424
Sail protectlon plan 57,401 44,4686
solid Waste Management Plan 4,901 4571
Access roads plan 2,094 2812
Geeupational Mealth and Safety Plan 72,681 58220
Sockal respons|billty plan 1,024,921 420,349
Monitoring plan 170,424 151,323
Audit and environmental managemeant program 15,600 15,600
Enviropmental management system 33.fi59 9,513
Workforoe 2,100,603 1,201,338
Operation of caimps 345,667 278,109
Services auxfliary to camps §149,518 534,079

Ceneral services 308,146 133,256

Total 13,461,225 10,693,396

."_r':'_



ECUAGOLDMINING SOUTH AMERICAS. A.
(A SUBSIDIARY QF JUMEFIELD GOLD INVESTMENTS LIMITED)
Hores to the Financial Statemeants
fIin United States Dollars - US§)

Mote 9 - Commerdal accotnts payable

Asummary of the commerclal accounts payables [5 as follows:

2018 2017
suppliers 477,542 211,659
Total ’ ' 427,542 2116549
Mota 0--0Other payables

Asummary of the other pavables fsas follows:

s 2007

IESS payments 17,190 63,684
Salary payables 30 33,731
Clients advance payments (1} ' . 4,848,329 1,700,000
Provislans 800 -
cther payablas 1,435 271
Total - 4,868,005 1,797,634

1) cCotresponds o the advances recelved on the "LONG-TERM COLD CONCEMTRATE PURCHASE
AGREEMENT" with the Company HUMAN XIANGZHONG MINING GROUP UMITED recelvad in the
month of December for Us § 1,200,000, of which US$ 700,000 was dellvered directly to s
shareholder JUMERELD GOLD INVESTMENTS WWITED, avud for atvances 1ecelived on the “LONG-TERM
GOLD CONCENTRATE PURCHASE AGREEMENT" with the Company HUNAM GOLD INTERNATIOMAL
IMVESTMENTS LIMITED recelved In the month of November 2077 for a value of U53 500,000,

The advances recelved during the year 2018 by Hunan Xianzhong Mining Graup as stipulated in the
contract will be up to US $ 4,200,000, the valte of the advance delivered {o the seller must be pald
ta the buyer in 12 equal parts U5 $ 350,000 discountzd value in each monthly shiprent,

Advanees recelved during 20113 by Hunan Cold Internaticnal Lrd, as stipulated in the contract will be
up to US § 1,800,000, The buyer will make payments of the total value of the provislonal proforma

with a monthly discount of US $ 150,000,

A detall of the movement of the advances recefved:

) Reclissification )
Final Balance Addvances Rﬂﬁf'ﬁ%a;;m / crossings Final Falance
2017 received osst vth accotits 2018
with achvances raccivable
Hunan Xlanzhong Minfne Sroup 1,200,000 3,000,000 (501,6712 (350,000} 3,348,329
Hunan Gold International Ltd. RO, 00 1,250,000 _ {100,000 (140,0000 1,500,000
Total 1,700,000 4,250 000 {601,671) (500,000) 4,848,329




ECUAGOLOMINING 50UTH AMERICAS. A,
(A SUBSIDIARY OF [UMEFIELD COLD MVESTMENTS LIMITED)
Hotes to the Financlal 5tatements
(It United States Dollars - USE)

Maote 11 - Current Proyislons

The summary of current provistans is as follows:

2018 2017
social Benefits | | 131,650 117,015
Total ' 131,650 117,015
Mofe 12— Taxes
1721 CurrentTax Assets
A SUmmary of current tax assets is as follows:
2078 207
Withhalding 12 12
Tax credlt - VAT | _ 741,837 336,688
Tr_;-tal ' 741,849 335,700
12,2 Currentitax lfablliles
A summary of tax labllities includes:
2018 207
withholding taxes - payable 3,396 . 8,956
Withholding at source — Income payable 4,811 17,494
Remittance of currencies tax - payable 43,896 -
Mining royaliies 13,458 -
Tatal 65,501 26,450
12.3  Income tax recopnlzed n the results
Income tax expense includes:
2018 2017
{income) Tor Deferred Taes 155,017 1284,174)
Total tax axpanse . (155,017) {244,174)

e —e—e . 35 Cceo -




ECUAGOLDMINING SOUTH AMERICAS. A.
{ASUBSIDIARY OF |UNEFIELD GOLD INVESTMENTS LIMITED)
Mates o the FInanclal Statements

{1ty Unlted Stakes Dollars - USE)

124 Tax reconclliatlon

Reconctliztion between the profit according ta financlal statements and the taxable profitls as fallows:

2018 2017
Accoutting prafic (efore workers participation and income
{850,285} (1.005,858)
{-) Exemptincome (121,285} -
{(+} Non-deductible expenses 168,656 177,958
{+) Expenses Incurred to generafa exempt 72,052 -
t+/-) Temporal Differences 43 8497 -
Tributary Loss {586,975 (827 30949)
12.5 DetermInation of generation and reversals of temporary differences
Initial Final
balance AdJustment Generatan Reversion balance
Year 200 5§
Provdsion for dismantling mine closure and rehabMliation 1,144,763 y . {7.538) 1,137,227
Provision for emnployer retirerment - - 2,14 . C 9,192
Provision for severance banus - - 4319 - 4319
Tributary losses 1,730,113 (24,260 . 586,475 - 2,702 824
Rermittance of correncies fax proviston - - 43,0946 - 43 895
Disrnanthng costs, mine clesune and rehabilitation (1,144,763 - - 7,530 (1,137.227)
Total 1,730,113 {24,264) B44,332 - 2,350,161
25%
Met between generation and reversal 620,068 S58B7,545
mlttal batance Ceneration Reversion Final halancs
Yaar 2017
Pravisian for dismantiin 2 mine dosure and rehabilltatlon 1,057,432 03331 - 1,144,763
Tributary Losses 902,214 B27,899 - 1,730,113
Dlsmantling costs, mine closure and rehabilitation {1.051,432) {93.331) - {1,144,763)
Toikal 902,214 H27,599 - 1,730,113
22%
B27.829 432,524

bet between generation and reversal

—_—— . 36




ECUAGOLDMINING SCUTH AMERICAS, A,
(ASUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED)
Hotes to the Financlal statements
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12,6 Deferred tax halances

The movements of deferred tax assets (llabillties} were as follows:

2018 2017

Deferred tay assets '
Provision for dismantiing, mine closure and rehablfitation 284,307 - 251,848
Frovision for retlrement bonuses : 2,285 : -
Praviston for severance bonus 1080 -
Retnlitance of cutrencies tax provision 10,974 _ -
Tributary lass 573,206 433,528
871.852 684,376

Total deferrad fax assets

Deferred tax liabilitles

Cost of dismantling, mine closire and rehabilltation {284,309 (251,848)
Taial deferred fax Nabllities (284,307) {251,248)
Total (net) 587,545 432,528

ceee 37 e . e
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ECHAGOLDMINIMG SOUTH AMERICAS, A,

(ASUBSIDIARY OF JUMEFIELD GOLD INVESTMENTS LIMITED)

Hiotes e Financlat Statemnants
fin United States [olars - Us$)

123 Accounting and fiscal basls

The deditctible and taxable temporary differences are the following:

Accaumnting ; Termparany
Base Tributary Base Olfforance Deferred Tax
e 1B -
Prawlsloe far disroantllow, mine cosure and rebebilfation AR TP - AT Tod, 3uf
Pravisian for retirernent bonuses a,742 - 9,142 2,285
Prowf(sion for severance bonus 4319 - 4,314 1080
Remittance of currencies tax provision 43,596 - 42,896 10,974
Tributary loss - 2,292,824 2,292,624 573,206
Cost afdisraantfing, mine closure and rehabilitation [1.137.227) - (1,137,227 (284,307)
Tatal a7, 357 2,292 524 2,350,181 HR1.545
Aocountng : Temporay
Bass _Tr:bulary Base Differarce Peferred Tax
[ 14 7
Frovision for dismanding, idre dosure and rehabilivation 1,144,763 - 1.144.763 . 251,848
Tributary Insy - 1,730,113 1,730,113 432,528
Costofdismantiing, mine closure and rehabilttation (1,144,763} - {1.144,763) (251,848 -
Tafal - 1,730,113 1,730,113 432528 .




ECUACOLDMINING SOUTH AMERICA S, A.
{ASUBSIDIARY OF [UNEFIELD GOLD INWESTMERN TS LIMITEQ)
Motes to the Binanclal Stafements
{In Unlced states Dolfars - USE)

Moo 13 — Transfer pricing lepls{ation

The curyent tax regulatlons incorporate the arm's length principle for transactlons carrled out with related
parties, By resolution Mo, NAC-DGERCGCTS-00000455 publlshed In the second supplement of R0, 511 of
Ftlday, May 29, 2015 the Internal Revenue Service - SRI, requires companles to pregare and forward an annex
of operations with related partles, provided that transactions have baen carifed our with related companies
domielled abroad and local In i, fiscal perlod and whose accurm:tated amournt 15 greater than Us § 3,000,000,
and for operations for 4R accumutated amount exceeding US $ 75,000,000, a transfer pricing report muset e
presented. IEis inchuded as a related party o companfes domiclied In tax iravens, The indicated study must
be submitted untl the menth of June 2019 according o the ninth dlgit of the RUC. Additionally, the
Company must daclare the operations of assets, llabliitles, income and expenses an lts annual Income tax

returh,

Therefare, the company does not have the obligation to present the annex of operatians with related parttas
and the transfer priclng report for flscal years 2018 and 2017, since in those perlods there were transactions
with related partles that do not excead the amotnts aforementionead.

+ 13,1 Fiscal situation
As of the date of fssuance of the financlal statements, Years 2015 10 2017 are sublect o possible control.

Mote 14 - Pravision for disimantfing, mlne clostire and rehabllitatdon

The dismantling, mine ctosure and rehabflitation previslon is as foliows:

WS N7
Provision for the dismantlng of mine closure and '
rehabllitation (1) 1.157.226 1.144,763
Takzal ) 1,137 226 1,144,763

{1} Decommlsstoning and rehabllitation provistons are presented at their present valle, based on
the futire payments estimated to ba rrade for this concapt, according to the drme of exploltaton
of the mine. Mine closyre obllsatlons require managernent to make estimates about the future
cosfs that the corpany Incuis o comply With the work requlied by the relevant regulations for
restoration and rehabililtation N each mining operatlon. The actual costs can be slanificantly
diffarant from the estimatar costs. The provisfon Is the best estimate of tha administratton at the
[resent valug of the restoratlon and rehabillitation commitments and 15 reviewed annually. Mine
closure costs presented at present value were calculated at an effectlve referencfal discoont rate
fesued by the Ceniral Bank of Ecuador of 8,.81% for 2018 (7.75% far 20171, the detalls and

calculation of which are presented below:




- ECUAGOLDMIMING SOUTH AMERICAS. A
{A SUBSIDIARY OF JUMEFIELD GOLD IMVESTMENTS LIMITED)
Motes to the Financlal Statements
(In [nited States Dollars - USS)

Sedy of Study af
Environmental Erwiranmmental
Inpractof Impact oF
Explolation Beneflt

Today Yalue

3-dlc- 2015

‘fear . Smaee Cioshne Plah Clasing Plan Total rave 8.51%
1 Constriction - - - -
2 Constructian - - - -
3 Operatlon . 20,000 5,000 25,000 2297
4 Operation 20,000 5,000 25,000 21,255
5 - Operatign 20,000 5.000 25,000 19,774
6 Operation 20,000 5,000 25,000 18,486
7 Operation 20,000 5,000 T O2R.000 17.355
g Operatian _ 20,000 5,000 25,000 18,355
3 Operation 20,000 5,00 25,000 15,463
10 Operation 20,000 5,000 25,400 14,664
1 Close 400,000 300,000 1,300,000 725,082
12 Clnse 106, 000 00,000 . 500,000 265,816
Total 660,000 1,340,000 2,000,000 1,137,226

The current value of the provislon for dismantling, mine clesure and rehabitation costs was recorded In the
cost of mining Investrnents, which will be amaortized from the beginning of the operation, I the [ife of the

mine and in accordance with the amauint of exploitad,

Mote 15 — Defined benefit abl(gatlon

Asumniary of the defined benefit obligation Is as follaws:

2ina 2017
Employer retirement 23644 75,643
Severance bonus 11,81 22137
Total 35465 87,770
15.1 Employee retirement

According to provislons of the Labor Code, workers who for twenty years or more have provided thelr
services on a continuous or interrupted basls will be entitled to be retired by thelr employers, without
prejudice to thelr retirerment as members of the institute Ecuadorlan 5oclal securlty,

The balance of the employer retirement provislon corresponds to the cirrent value of the mathematlcal
reserve calculated actuarially by an Independent professlonal, for all the warkers who, as of December 31 of

each year, were providing servicas for the company.




ECUAGOLDMIMING SOUTH AMERICAS. A,

(A SUBSIDIARY OF JUMEFIELD GOLD INYESTMENTS LIMITED)

MNotes to the FInanclal statements
{In Unfied States Dollars - (s§)

The movemenis In the present value of the employer's refirement obllgation wete as foliows:

2018 2017

Balapce at the beginning of the year 75.643 54,248
Labor cost 30,014 20,753
Flnanclal cosr 3,044 2,246
Actuarlal losses (65,057} (1,604

23.644 759,643

Balance at the end of the year

15,2 Severance tonus

In accordance with provisions of the Labor Cude [n the cases of termitation of the employment relationship
for eviction requested by the employer or the worker, the Company will deliver 25% nf the last monthiy

remuieration For each of the vears of seryvice,

The movements In the prasent value of the eviction bonus obligatlon wears as follows:

2013 2007

Balance at the beginning of the year 22127 19,620
Paid Benefits (22127} 1,840}
Lahor cost 13,777 &, 540
Financial cost a78 : 812
Actuarlal losses f2,834) {3,005)
11,821 22127

Balance at the end of the year

Note 16— Equity
16.1 Capital Stock

The authorlzed, subscribed and paid capltal of the company As of 31 of December of 2018 and 2017 15 Us $
1,000,800 divided nta 1,000,800 ordinary shares with . nominal value of Us % 1 each. which grant one vote

per share and rlght to the dividends. The company does not lst fis shares on the stock exchange,

As of December 31, 2018, the capital stack [s constltuted as follows:

Shareholder Shares Partlcipation % -Mationalloy

Junefield Gold Investmenis Limited (1) 1,000,799 099,99% Ecuddar

Power Faroune Development Lim|ved 1 0,01%  Hona Kong
Total 1,000,800 100%

1T
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(1} On August 3, 2078, In accordance with the private contract of “honrecourse debt”, JUMEFIELD
RESQURCES ECUADOR S.A JUMECUA dellvers ta JUNEFIELD GOLD INVESTMENTS UMITED US $
1,000,799 shares of the company ECUAGOLDMINING SOUTH AMERICA 5.4, with a naminal value of
one doilar each; declaring that the shares dellvered are free of all ilens, and thetefata can ba frasly

afferad.

16.2 begal reserya

The Law of Companles requires that at least 10% of the anhual proflt 15 appropriate as a legal reserve ontil it
reaches at feast 50% of the capital. This reserve |3 not avaflable for the payment of cash dividends with exception
of inthe case of liquidation of the Company, but may be entfrely capitalized or usad to covr fosses in operations.

16,3 Accounts from the adoeption of IFRS

In accordance with the provisions of the superintendency of Securifies and Insurance Compaples, n
Resolution M. SC.ICLCFAIFRS,G,11.007 of September 8, 2011, published in B.0. 566 of October 28, 2011,

the regulation oh the treatment of:

16.3.7 Balance of the accumulated results sub-aecount from the First adoptlon of IFES

The adjustrients resulting from the first adoption of the international Financial Repordng Standards
“FRs*, which were recorded In edquity In the Accumuiated Results gocouni, sub-account
"Accumulated Results from the first adoption of IFRS", that generated a credIt balance, can oniy be
capltallzed in the part that exceeds the value of the accumulated losses and those of the fast
financial year concluded, F any; used In absorblng losses; or returned In the case of liquidation of
the company. If 2 debit balance I¥ recorded in the "Accumulated Results from the first-time
adaptlon of IFRS" sub-account, It may be absorbed by the Accumulated Results and the last

financial year, it any.
1632 Adfustments arising from the adoption of the “IFRS* for the firsitme

The adjustments rmade under the International Financlal Reporting Standards "IFRS" and the
International Financial Repaortlng Standard for Smali and kedium-Sized Entitles (IFRS for SMEs),
must be known and approved by tfte general meeating of shareholders ar partners approved by the
first Annual financial stataments issued in accordance with the aforementioned regutations.

164 Cumuladve resulfts

The resuits fram profits or losses for each year are Included In this item, keeplng records that allow you to
identlfy your Year of origin. With the approval of the General sharehalders® Meeting and complylng with the
appHcable regulatory provisians, the profits are distributed or ailocated to reserves, while the losses are
matntained Tn accumufated results or are offset by the reserves and patrimonial accounits freely available to

the shareholders,
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Mobe 17 — Crdinary Income

Motes to the Financlal Statemeres

Ut Wnited States Dollars - USE

Asummary of ordinary income Is as follows:

2018 27
Cold concentrate 1,907,770 =
Total 1,907,770
A detall of the sales:
Humid Ciy
Date Settkmant bons Hurn dity NS Prioduct Fab price
OF04-18  HAU7OTAL A1 7535 22B0% 36,529 Gold concentrate 21502423
14-04-18  HAU T2014LAZ A 137,436 1678% 06102  Goldcancenitate 75,208,250
H-0498  HAUT7O0IMLAZE 25342 23.49% 19,384 Gl concentrate 168,661.230
19-04-16  X)IP201701201 A1B 178.921 17.73% 147266 Gold concenirate 93,366,150
19-04-18  KJIP2O1701307T ATA 25533 26.67% 18,723 Gold concentrate 112,224 350
RN WAL IDIAL NG 36,750 33,505 31058 Gold eoncentrate 207, 106,86
130516 X)P20)1701301 A2 101783 15.807% 85.163 Gold toncentrata 71,164.33
22-05-T8  HAU7F0M4LBT A 52,505 30,19% 36.661 Gold cancanirate 129,949 44
200578 HAU T7014LD1 8 118.853 15.833% 100035  Goldconcentrate 51,923.17
220918 HAUIAO14LELC 12.205 33.64% 8.038 Gald concentrate 21,721.84
1906-18  HAUFDTALLY %2080 25.137% 36.993 Gold concentrate 105,660,530
03-07-18  HAU f7074LC2 103.614 26,443t 76.224 Cold concentrati - 266,848.74
GIOF-18  XJPROTFO130 B 152114 50N% 136547 Gold concentrate 382,962 U3
1,507, 769.50
Mote 18— Costs and expenses by their nature
A summary of the costs reported In the Flnanclal States [5 as follows:
2015 2017
Direct matetals 124,905 -
‘Direct labor a0,474 -
Indirect [abor 288,303 -
Indirect costs of praduction 311,906 -
Rentof benefit piant 249,942 -
1,065,530 -

Total

e - 45
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A detall of adrlnistration expensa by its nature is as follows:

2017

251,267
BE21
127,674
14,811
22,856
65,283
5,332
106,253
15077
116,013
- AB6

47,428
186,713

b6, 570

1,034,510

2017

2017

2,415

20,051

127
321

2008
Staft costs 692,466
Othear staff casts 7,448
Professlonal Consuliing 228,256
Maintenance 5.485
Utilites and commuontcatlons 27,575
Legses 74584
Ledal expenses 13,688
Leneral office expenses 85,473
Camps General axpenses 31,428
Travel exparnses 107,051
wehicles Fuel 291
Parts - 15
Taxes and caonirlbuiions 78,903
Royaities 60,529
Patent mining concassion 183,543
Withdrawal of assefs 40,095
Other expenses 104,461
Total 1.742,334

A detall of sales expenses by Its nature [s as follows:

2018
Expenses for assessment and management of exports . 24,586
Contamer transport axpense 20,160
Total 45,046

Asummary of the financlal expenses by nature is as follows:

2018
Remitance Tax b, 7495
Bank Commisslons 21,250
Loans merests 1,156
Banking Expenses 66
Total 29,267

224914
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MNote 19— Other Income and Expenses

Asummary of other income and expenses of the Company is as follows:

2017

746
50,820

2018
Other Incotme . 51,326
Interest earned by certificates of deposit 72,797
Other expenses __in
Total 124,122

51,566

Mote 20 — Transactions with Related Partles

The following fs a summary of the balances and main transactlons made during Years 2018 and 2017 with
related companies. It Is included under the name af relatad companfes, to comparles of common

shareholders of with a significant sharebolding in the company.

. 3 e
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ECUAGOLDMINING SOUTH AMERICA S, A,
(A SUBSIDIARY OF JUMEFAIELD COLD INVESTMENTS LIMITED)
Motes to the Financial Statements
fIn United states Daflars - US$)

20.2 Business transactions

During the Year, the Company made the followlng commerclal transactions with related parfies:

2018 _ 2017
Sales
Concentrated gold Hunan Xlanzhong Mining Group ' 1,243,012 -
Concentrated gold Hunan Gald Intethatlonal Lid 664,758 .
Total 1,907,770 .

20.3 Remuneration to key management personnel

The remuneratlon and / or compensation paid to key management personnel who have the authority anid
responsibility to plan, direct and contrel the company's activities directly or Indirectly is detalted heiows: shor-

term benefits, 2018 was US$ 44,826.48 (US$ 0.00 on the year 201 7)

Note 27 — Commitments

Dillling contract for the study of the ground of the Rio Blanco project

on December 12, 2017, the company 5igns the contract with GEOWORKENGIMEERINGSERVICES CIA, LTDA LD
carry out the soll studies of the Rifo Blanco pralect and perform the drlling, obtaining from this stidy the
englheertng of the area for the plant, which is base of dam of refavera. Obilgations of the confractor:

- Dellver the studies according to the englneeiing and exploration standards applicable to the industry,

- Provide the company with visas for forelgn work personnel (if necessary).

This contract will have a valldicy of 40 days from the signing of the It, the company mi/st pay the sum of Us §
105,252.00 which Includes a total cost-of the study area of the Rio Blanco profect, The addifional costs that
may arlse dua to the development of the work, must be duly demonstrated and justifled, In the event that
there 15 the respective approval of the cantracting party, the Nguidatlon will proceed and unlyf the valye

coiresponding oo the VAT will be pald,




ECUAGOLOMIMING SOUTH AMERICAS, A,
(A SUBSIDIARY OF JUNEFIELD GOLD INVESTMENTS LIMITED)
Motes bo the FInanclal staterments
{In Unjted States Dollars - US4

Cnntract for Minlng Material Processine Seryires

On December 28, 2017, the company signs the aforementioned contract with the company Agrlp]aza 5.A.,
tnwhich it is agreed,

- The processing service of minihg materlal will be of a maximum amount of thiee hundred tons per day
or more according o the agreement of the partles.

Within the plant the process will be carrleer outin aifferent ways, no specific parcof the plant will be
asslgned, since the tachnlckns determing Independeant circuits for che base plant performance andlts
respective process, belng that the contractor can supervise the process atall times hy your staff.

+  The contractdr cannct be responsible for the dellvery of the material ar its quallty.

- Inaccordance with the asreement between the partles, the contracting party will pay the contrar:ted the
value of Us § 35 per ton of materlal processed, plus VAT,

In addition, the parths agree to establish a recovery percentage of 3% of the ore, calcutated on the
processed matarial, which s accepied by the partles.

Cikigations of the contracting party

- Preserve, conserve and protect the ecu[egica[_balanee.

- Comply with the legal and regulatory regu[afiuns in farce, related to tax aspects.

- Donot hire minors for the realization or execution of tasks related to mining activides,

- comply with the safety, health and environmental regulations esta blished In the current legal
regulatfons.

Oblligations of the contracted

- Respectthe term of the contract,

Malntain the nHning concesslon In force where the beneficiation plant and Its operation permits are
located.

- Itundertakes not to incur the grounds for revocation contemnplated in the kining Law.
- Ensure high quaiity malntenance tothe benefichation plant. durlng this contract,

Cover operating <osts such as electrlity, malntenance, water consumptlon and labor payments.

e e e e — -2 B e e
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Clvll coniract for the provislon of senvices - security and survelllance

In the city of Quito, on November 1, 2017, the company hires tha services of MAXIECUASEGURIDAD CIA,
LTDA,, Represented by Marcela del Rocdo Calle vintlmllla, to provide the service of complementary aciivitles
in the branch of armed survelllance to guard and provide professional securlty to the facllitles and personnel

requlred. :
Among the obligations of the cantractor are:

Asslgn traired and well-behaved personnel with the necessary equipment.
- Listof personnel thatwill work on tha project,

- Submitasafety regulatlon to be folfilled within the proect,

- Dellver continuous reports of special news about Integral securlty in the places whera the servtee s
provided,

The present will have a duration of 1 year from the date of subscription, the company will cancel the valie
af 15 % 31,200 par month onca it ls exddenced that the service was provded toyour satisfaction.

Long-teym contract for the sale of gold concentrate

On Octoher 19, 2077, ECUAGDLDMINING SQUTH AMERICA SA, signed a "LOMG-TERM CONTRALT OF
PURCHASE OF GOLD CONCENTRATE" with the company HUNAN XIANGZHONMG MINING GROUP LIMITED
(incorporated company and existing in accordance with the laws of the People's Republic of China),

Quantity and object:

The seller Is obliged to dellver the amount of 400 TMH (Humid Metric Tons) per month from January to
December 2017, The produst must reach lts destinatfon In accordance with the regulations of the MO
{international Marltime Crganization) In order to avold shrinkage in the materfal,

Tarm and prices:

The term of the contract Is one year staring from lanuary 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 In the port of Goayaqull

according to the webslte of Kiteo, which will be paid In United States Dollars.

Fayrment Methods;

Advances: Far an amount of ug to Us § 4,200,000 fo the seller for thelr cash flow that will cover thelr
productian costs and rates within 4 months after slening tha contract,

Manthly payments: The value of the advance paid to the seller must be pald to the buyer in 12 equal parts
LS $ 350,000 value discounted in each manthly shipment.

Payment of Liquidation: The Buyer will deduct US § 350,000 In each monthly payment in order to pay the
total value of the advance payment, If after the final settfement there is a balance In Favar of the buyer, this
will be discounted In the next monthly payment. Gtherwlse, If after the settlemeant the dlscount exceeds the
value of Us $ 350,000, this difference will be retuined ta the seller In the next monthly payment,

cee— B - e~ o
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Leng-term contract for the sals of gold concentrate

on Octaber 31, 2017, ECUAGOLDMINING SOUTH AMERICA SA, signed a “LOMG-TERM COWTRACT OF
PURCHASE OF CONCENTRADO DE QRO with the company HUNAN GOLD INTERMATIONAL INVESTMENTS
LIMITED fincorporated and existing company In accordance with the laws of the People's Republic of China)

Cniapity and oblect:

The seller [s obllged to deliver the amount of 180 TMH (Humid Metric Tons) per month from January fo
march 2019 (for the Year 2017 an the conhtract before modification untll Becember 2018). The product musk
reach Its destination In accordance with the regulations nFthe MG (niernartonal Maritme Drg‘anizat[mm in

order to 2void depletion of the materfal,

Term and prloas:

The term of the contract Is ane year starting from the manth of January ©f 2018, Far the transaction the
prlee of the gold content wihil be paid to the average of the price of the gold on the day of shipment In the
port of Guayaquli according to the web page of Kitco, which will be paid in Doflars of the Unlted States of

Ameflca.

Payment Methods:

Advances.- For an amaunt of Up o US $ 1,800,000 to the seller for thelr cash flow that will cover their
production costs and rates within 4 menths affer signing the contract.

Monthiy payments.- The buyer will make payments of the total value of the provisianal pro forma with a
monithly dlscount of US § 150,000 {for the Year 2017 an the contract hefore modiffcation Us $ 100,000), |

Payment, of Setilement.- The buyer will deduct Us § 150,000 tfor the Year 2017 on the contract before
modificatlon US § 100,000 in each monthly payment In order to pay the total value of the advance, If after
the fnal setflement there Is a belance in favor of the buyer, this will be discounted in the inext menthly
payment, Giherwise, [F after the settlement the discount exceeds the value of US $ 150,000 (for the Year
2017 on the contract before modiflcatlon US$ 100,000, this difference will be returned to the seller in the
next marithly payment. The advance wiil be fully dedicted at the end of March 2019,

Clvil contract for the provision of services - monitaring

On February 7, 2018, ECUAGOLDMINING 50UTH AMERICA 5.A,, slgned a "SERVICE PROVISION CONTRACT®
with the company GRUENTEC CfA LTDA

Object of the contrace:

Carry out all the monltering and analysis with thely respaciive reparts of the carnpnnents 01* water, sofl, alr,
nolse and other environmental parameters.

Price:

They tave freely and voluniarily agreed to pay actording to 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 prior (o

the defivery of the reports,
Term:

Durarlon of this contract is two Years counted from Febpuary 7, 2018, which ma}f be renewed for the periqds
agregd . . . : .. . . . . . _
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(;i_xril coniract for the provisian of senvlces - for the maragament of infectiows solid waste

©n March 16, 2018, ECUAGOLDMINING SOUTH AMERICA S, A, slgined a "SERVICE PROVISION CONTRACT™ with
-the Company EMAC EP- ' .

Oafect of the contract:

" The selective collection and treatment of Infectious solld waste genarated n the estahllshment.

Frice:

The cost of the service Is established by the company EMAC EP based on the manthly weight of the colected
Waste :

‘Term:

By virtue of the nature of the contract the mizo will be for an ndefiniis time o while the estabiishinentis in
operation

Clvil coptract for the provislon of services - Consulting

On May 2, 2018, ECUAGOLDMINING SOUTH AMERICA 5.A., staned a "SERVICE PROVISION CONTRACT" with the
Company AMBIENCONSUL CIA LTDA,

Object of the contract:

Perform the bl-annual flora and fauna monitoring In the minlng areas of the Rio Blanco ﬁmjecr: that include
the CAMOAS, MINGUIR and SAN LIS roining concessions,

Prica:

The com pany will tecognize and pay the amount of Us § 24,000,

Terms:
Uncdefned, .

Note 22 — informatlon by segraents

IFRS & "Operating Segments” reguires tat operatlng segments be identifled based on Internal reports on
the company's components, which are reviewad regularly by decision vnakers of the company n order o
allocate the resources {o the segments and evaluate thelr performance, The Information by segment of the

company Is structuied according to the following categories:

The company In the 2018 parlod made sales of ks Iventories in the mining materials seement
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Mite 23 — Confingencies

The canti ngent llabilitles maltitained by the company are detalled helow:

23,1 Legal

" Complaints Filed by the company:

nvastigation by persecution, by Dr. Saintlago Orilz, external lawyer, value agreed by the defenseis Us §
BOO, closed process,

Comptalnt filed for robbery of the com pany's vehicle, process by Dr. Santlapo Ortiz, value agreed to US §
500, closed procass,

Complaints fived fyy cormpany persormel, with financtal sugport from rhe company:

Compfalnt for intlmidation filed by Alexis Guerrero and Bernardo Barquea workers of the administrative
area of the company (Relacionadores Comunltariosh process that is In charge of Dr. Santlago Orttz,

external lawyer.

Complatnt fifed for Infurles flled by Mr. Mauro Ochoa, 2 company employee agalnst several people in the
community where the mining profect s being carried ouc by Dr, Santfago Oz, an external lawyer.

Complaint fMed for injurles flied by Mrs, Etelvina Durazno, 2 company emp!uyea against several peaple
In the community where the minihg pmject Is belnp carrfed out by Dr. Santiago Qrtiz, an extetral

lawyer.

Complaints fled by the community of Cerhapamba with the financtal support of the company.

Complain filed by dyear attempt to good to others, complaing ralsed by Mr, Juan Quiroz, against severaf
people who attacked the facllitles of hls property, this process (s In charge of Dr, Ivdn LliJc:a aegreed value

Us $ 3,000, ofthe which 50% has been cancaled.

Compiaint for Intirnidation ralsed by Mr, walter Morales against several people In the comimunity this
process IS In charge of Or. lvdn Ulloa, adreed value 1S § 2,000, of which 50% has been paid, .

Complalngs about crimes agalnsk water,

Complalnt filed by opponents to the mining activity agalnst the company, this process is In charge of
Dt Santiago 01z, em:ernal lawyer, agreed value Us § 2,500 of which 509% has been paid.

23,ZLabor

Labor process Inltfated by the former worker, who is in charge of Dr. Teodoro Gonzdles, external lawyer
of the company.
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23.30they [ltigation related to the company

Frotecilon actton flled by appanents to the mining activity, this process was prosecited agatnst the Ministry
of MIning and the Winisuy of the Environment, an acticn that was favorably sentencﬁd In favor of the

oppanents, affecting the continuity of the company’s economic aperations.

Note 24— Subsequent events

Between Decembet 31, 2018 and the data of issuance of the financlal statements {08 of Februarty of 2019}
there were no events that in the oplnion of the Admrnlstrat!on could have a significant effect on the

accompanying finandal statements.

Note 24— Approval of Rhancial stafements

The financlal statements of the company for the year ended December 31, 2018, were approved and
authorlzed on February 8, 2019, by the General Management, Subsequently, they will be put hefare the

General Board fot final 2pproval,

o i

Xiao Juan Viviana Campoverde
GERENTE CONTADOR GENERAL
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