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Independent auditors’ report

To the Shareholders of Ariana Operaciones Mineras S.A.C.

We have audited the accompanying financial statements of Ariana Operaciones Mineras S.A.C (a
subsidiary of Southern Peaks Mining L.P., a Company based in Cayman Islands) which comprise the
statement of financial position as of December 31, 2014 and 2013, and the related statement of
income, statement of changes in equity and statement of cash flows for the year ended December
31, 2014 and 2013, and a summary of significant accounting policies and other explanatory
information (included in Notes 1 to 20).

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the International Financial Reporting Standards, and for such internal control as
Management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audit in accordance with International Standards on Auditing approved for
application in Peru by the Board of Deans of Institutes of Peruvian Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from material
misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers the internal control
relevant to the Company preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Inscrita en la partida 11396556 del Registro de Personas Juridicas de Lima y Callao
Miembro de Ernst & Young Global
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Independent auditors’ report (continued)

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position
of Ariana Operaciones Mineras S.A.C. as of December 31, 2014 and 2013, its financial performance
and its cash flows for the year ended as of December 31, 2014 and 2013, in accordance with
International Financial Reporting Standards.

Lima, Peru,
March 23, 2015

P, Etiivne: Ee'rge

/ S0 270l /j

Countersigned by:

!

Aarlos Ruiz

C.P.C.C. Matricula No.8016




Ariana Operaciones Mineras S.A.C.

Statement of financial position
As of December 31, 2014 and 2013

Note
Assets
Current assets
Cash and cash equivalents 6
Accounts receivable from related parties 15(b)
Other receivables
Non - current assets
Value added tax recoverable 7
Property, furniture and equipment
Mining properties
Deferred income tax 11
Total assets
Liabilities and equity, net
Current liabilities
Accounts payable to related parties 15(b)
Trade and other payables 10
Financial obligations 12
Non- current liabilities
Accounts payable to related parties 15(b)
Total liabilities
Equity 13

Capital stock
Additional capital
Accumulated deficit

Total equity

Total liabilities equity

The accompanying notes are an integral part of these statement.

2014 2013

uss uss
7,641 6,857
38,692 34,584
10,176 14,595
56,509 56,036
2,549,016 2,280,596
362,969 803,144
16,283,895 13,272,870
256,515 176,654
19,452,395 16,533,264
19,508,904 16,589,300
483,334 900,512
205,388 406,046

252,133
940,855 1,306,558
3,705,586

4,646,441 1,306,558
15,898,559 13,779,459
2,119,100
(1,036,096) (615,817)
14,862,463 15,282,742
19,508,904 16,589,300
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Ariana Operaciones Mineras S.A.C.

Statements of income
For the years ended December 31, 2014 and 2013

Administrative expenses
Other income (expenses), net

Operating results

Finance income
Finance costs
Exchange difference, net

Loss before income tax

Income tax

Loss of the year

Note

16

11

The accompanying notes are an integral part of these statement.

2014 2013
uss uss
(463,461) (338,643)

(2,012) 336
(465,473) (338,307)
1,701 3,075
(36,723) (28,058)
355 (170,489)
(500,140) (533,779)
79,861 176,654
(420,279) (357,125)




Ariana Operaciones Mineras S.A.C.

Statements of changes in equity
For the years ended December 31, 2014 and 2013

Balances as of January 1, 2013
Capitalization of loans, note 13

Loss of the year

Balance as of December 31, 2013

Capitalization of loans, note 13

Loss of the year

Balance as of December 31, 2014

Additional Accumulated

Capital capital deficit Total

uss uss uss uss
9,734,661 (258,692) 9,475,969
4,044,798 2,119,100 6,163,898
(357,125) (357,125)
13,779,459 2,119,100 (615,817) 15,282,742
2,119,100 (2,119,100) -
(420,279) (420,279)
15,898,559 (1,036,096) 14,862,463

The accompanying notes are an integral part of these statements.
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Ariana Operaciones Mineras S.A.C.

Statements of cash flows
For the years ended December 31, 2014 and 2013

Operating activities
Loss of the year

Adjustments to reconcile net result to cash flows from pre-

operating activities:
Depreciation
Sale of assets, net
Deferred income tax

Increase or decrease in cash flow from operations due to net

changes in assets and liabilities:
Supplies
Value added tax recoverable
Other receivables
Other payables

Net cash used in operating activities

Investing activities
Purchase of furniture and equipment
Purchase and investments of mine properties

Loans to related parties

Net cash used in investing activities

Financing activities
Borrowings from related parties
Bank loans

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at year-end

Non - monetary transactions
Capitalization of loans

The accompanying notes are an integral part of these statements.

2014
uss

(420,279)

15,703
12,030
(79,861)

(268,420)
4,418
(200,658)

(937,067)

(14,153)
(2,584,430)
(4,108)

(2,602,691)

3,288,408
252,133

3,540,541

783
6,858

7,641

2013
uss

(357,125)

11,136

(176,654)

12,807

27,072
(624,118)
(1,322,724)

(2,429,606)

(451,199)
(4,738,158)
(17,256)

(5,206,613)

7,045,799

7,045,799

(590,419)
597,277

6,858

6,163,898



Ariana Operaciones Mineras S.A.C.

Notes to the financial statements
As of December 31, 2014 and 2013

1.

General corporate information

(€)] Identification -
Ariana Operaciones Mineras S.A.C. (hereinafter “the Company") was incorporated in Peru on
June 16, 2011. In July 2011, Ariana Management Corp. acquired 99.99 percent of the
Company's share capital. Ariana Management Corp. is a subsidiary of Southern Peaks Mining
L.P., an entity based in the Cayman Islands. The Company's registered address is Manuel Olguin
N° 501, office 803, Santiago de Surco, Lima - Peru.

b Business activity -
The Company is mainly engaged in carrying out mining related activities, mainly mining
exploration and exploitation and trading of resources obtained from mining activities as
established under the Peruvian General Mining Law.

The Company was substantially engaged in implementing Ariana Project (hereinafter the Project)
located in Marcapomacocha, Yauli, Junin. As of December 31, 2014, the Company finished its
feasibility study and is making studies and documents procedures in relation to obtain the
environmental impact study. Its ordinary transaction and operating expenses will be funded by
loans from related parties or capital contributions from the shareholders up to when the

Company starts operations.

©) Financial statements approval -
The financial statements as of December 31, 2014 have been approved by Management on
February 10, 2015 and, in its opinion, they will be approved without modifications at the Board
of Directors’ and General Shareholders’' meetings to be held during the first quarter of 2015. The
financial statements as of December 31, 2013 were approved at the Shareholders’ Meeting held
on January 20, 2014.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
started.

2.1 Basis of preparation -
The financial statements of the Company have been prepared in accordance with International
Financial Reporting Standards (“IFRS"™), issued by the International Accounting Standards Board
("IASB™).
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Notes to the financial statements (continued)

The financial statements have been prepared based on historical cost basis. The financial
statements are presented in United States Dollars (U.S. Dollars), except when otherwise
indicated.

The Company has adopted those new IFRS and revised IAS mandatory for years beginning on or
after January 1, 2014, as described below; however, due to the Company's structure and
operations, the adoption of the new and revised accounting standards did not have any
significant impact on its financial position or performance:

- Investment Entities (Amendments to IFRS 10, IFRS 12 and IAS 27)
These amendments provide an exception to the consolidation requirement for entities that
meet the definition of an investment entity under IFRS 10 Consolidated Financial
Statements and must be applied retrospectively, subject to certain transition relief. The
exception to consolidation requires investment entities to account for subsidiaries at fair
value through profit or loss. These amendments have no impact on the Group, since none
of the entities in the Group qualifies to be an investment entity under IFRS 10.

- Offsetting Financial Assets and Financial Liabilities - Amendments to IAS 32
These amendments clarify the meaning of 'currently has a legally enforceable right to set-
off" and the criteria for non-simultaneous settlement mechanisms of clearing houses to
qualify for offsetting and is applied retrospectively. These amendments have no impact on
the Group, since none of the entities in the Group has any offsetting arrangements.

- Novation of Derivatives and Continuation of Hedge Accounting - Amendments to IAS 39
These amendments provide relief from discontinuing hedge accounting when novation of
a derivative designated as a hedging instrument meets certain criteria and retrospective
application is required. These amendments have no impact on the Group as the Group has

not novated its derivatives during the current or prior periods.

- IFRIC 21 Levies
IFRIC 21 clarifies that an entity recognises a liability for a levy when the activity that
triggers payment, as identified by the relevant legislation, occurs. For a levy that is
triggered upon reaching a minimum threshold, the interpretation clarifies that no liability
should be anticipated before the specified minimum threshold is reached. Retrospective
application is required for IFRIC 21. This interpretation has no impact on the Group as it
has applied the recognition principles under IAS 37 Provisions, Contingent Liabilities and
Contingent Assets consistent with the requirements of IFRIC 21 in prior years.

- Annual Improvements 2010-2012 Cycle
In the 2010-2012 annual improvements cycle, the IASB issued seven amendments to six
standards, which included an amendment to IFRS 13 Fair Value Measurement. The
amendment to IFRS 13 is effective immediately and, thus, for periods beginning at 1
January 2014, and it clarifies in the Basis for Conclusions that short-term receivables and
payables with no stated interest rates can be measured at invoice amounts when the
effect of discounting is immaterial. This amendment to IFRS 13 has no impact on the

Group.



Notes to the financial statements (continued)

Annual Improvements 2011-2013 Cycle

In the 2011-2013 annual improvements cycle, the IASB issued four amendments to four
standards, which included an amendment to IFRS 1 First-time Adoption of International
Financial Reporting Standards. The amendment to IFRS 1 is effective immediately and,
thus, for periods beginning at 1 January 2014, and clarifies in the Basis for Conclusions
that an entity may choose to apply either a current standard or a new standard that is not
yet mandatory, but permits early application, provided either standard is applied
consistently throughout the periods presented in the entity’'s first IFRS financial
statements. This amendment to IFRS 1 has no impact on the Group, since the Group is an
existing IFRS preparer.

2.2.  Summary of significant accounting policies

()]

Fair value measurement
The Company measures financial instruments at fair value at each statement of financial

position date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The fair
value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either:

In the principal market for the asset or liability, or
In the absence of a principal market, in the most advantageous market for the

asset or liability

The Company uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant

observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy, described as follows, based on
the lowest level input that is significant to the fair value measurement as a whole:

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets
or liabilities

Level 2 — Valuation technigues for which the lowest level input that is significant to
the fair value measurement is directly or indirectly observable

Level 3 — Valuation technigues for which the lowest level input that is significant to

the fair value measurement is unobservable

For the purpose of fair value disclosures, the Company has determined classes of assets
and liabilities on the basis of the nature, characteristics and risks of the asset or liability

and the level of the fair value hierarchy as explained above.
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Notes to the financial statements (continued)

(b

©

Cash and cash equivalent -

Cash and cash equivalents in the statement of financial position comprise cash at banks

and on hand, and short term deposits. For the purpose of the statement of cash flows,

cash and cash equivalents consist of cash and short-term deposits with original maturities

of three months or less, net of outstanding bank overdrafts.

Financial instruments- initial recognition and subsequent measurement -

A financial instrument is any contract that gives rise to a financial asset of one entity and

a financial liability or equity instrument of another entity.

(c.D

financial assets -

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity investments,
available-for-sale financial assets, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. All financial assets are
recognized initially at fair value plus, in the case of financial assets not recorded at
fair value through profit or loss, transaction costs that are attributable to the
acquisition of the financial asset.

Subseguent measurement -
The subsequent measurement of financial assets depends on their classification, as
described follows:

O] Financial assets at fair value through profit or loss -
Financial assets at fair value through profit or loss include financial assets
held for trading and financial assets designated upon initial recognition at
fair value through profit or loss. Financial assets are classified as held for
trading if they are acquired for the purpose of selling or repurchasing in the
near term. Derivatives, including separated embedded derivatives are also
classified as held for trading unless they are designated as effective hedging
instrument as defined by IAS 39. Financial assets at fair value through profit
and loss are carried in the statement of financial position at fair value with
net changes in fair value presented as finance costs (negative net change in
fair value) or finance income (positive net changes in fair value) in the
statement of income.

As of December 31, 2014 and 2013, the Company does not have any
financial asset at fair value through profit or loss.

(i) Loans and receivables -
Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. After initial
measurement, such financial are subsequently measured at amortized cost
using the effective interest rate method (EIR), less impairment. Amortized



Notes to the financial statements (continued)

(c.2)

cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the EIR. The EIR
amortization is included in finance income in the statement of income. The
losses arising from impairment are recognized in the statement of income in
finance costs.

This category generally applies to receivable from related parties and other
receivables.

(i)~ Other financial assets -
The Company has no held-to-maturity investments or available-for-sale
financial investments as of December 31, 2014 and 2013.

Derecognition -
A financial asset (or, where applicable, a part of a financial asset or part of a group

of similar financial assets) is primarily derecognized when:

0] The rights to receive cash flows, from the asset have expired, or

(i The Company has transferred its rights to receive cash flows from the asset
or has assumed an obligation to pay the received cash flows in full without
material delay to a third party under a “pass-through” arrangement; and
either (a) the Company has transferred substantially all the risks and
rewards of the asset, or (b) the Company has neither transferred nor
retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or
has entered into a pass-through arrangement, it evaluates if and to what extent it
has retained the risks and rewards of the asset of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the assets, nor
transferred control of the asset, the Company continues to recognize the
transferred asset to the extent of the Company s continuing involvement. In that
case, the Company also recognizes an associated liability. The transferred asset
and the associated liability are measured on a basis that reflects the rights and
obligations that the Company has retained.

Impairment of financial assets -

The Company assesses, at each reporting date, whether there is objective evidence
that a financial asset or a group of financial assets is impaired. Animpairment
exists if one or more events that has occurred since the initial recognition of the
asset (a 'loss event”), has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably estimated.
Evidence of impairment may include indications that the debtors or a group of
debtors is experiencing significant financial difficulty, default or delinquency in
interest or principal payments, the probability that they will enter bankruptcy or
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Notes to the financial statements (continued)

(c.3)

other financial reorganization and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears
or economic conditions that correlate with defaults.

Financial assets carried at amortized cost -

For financial assets carried at amortized cost, the Company first assesses whether
impairment exists individually for financial assets that are individually significant,
or collectively for financial assets that are not individually significant. If the
Company determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes the
asset in a group of financial assets with similar characteristics of credit risk, and
collectively assesses them for impairment. Assets that are individually assessed for
impairment, and for which an impairment loss is, or continues to be, recognized are
not included in a collective assessment of impairment.

The amount of any impairment loss identified is measured as the difference
between the assets' carrying amount and the present value of estimated future
cash flows (excluding future expected credit losses that have not yet been
incurred). The present value of the estimated future cash flows is discounted at
the financial asset’s original effective interest rate. The carrying amount of the
asset is reduced through the use of an allowance account and the loss is recognized
in the statement of income. Interest income (recorded as finance income in the
statement of income) continues to be accrued on the reduced carrying amount and
is accrued using the rate of interest used to discount the future cash flows for the
purpose of measuring the impairment loss. Loans together with the associated
allowance are written-off when there is no realistic prospect of future recovery and
all collateral has been realized or has been transferred to the Company. If, in a
subsequent year, the amount of the estimated impairment loss increases or
decreases because of an event occurring after the impairment was recognized, the
previously recognized impairment loss is increased or reduced by adjusting the
allowance account. If a write-off is later recovered, the recovery is credited to

finance costs in the statement of income.

Financial liabilities -

Initial recognition and measurement -

Financial liabilities are classified, at initial recognition, as financial liabilities at fair
value through profit or loss, payables, loans and borrowings, or as derivatives

designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of
payables and loans and borrowings, net of directly attributable transaction costs.

The Company s financial liabilities include trade and other payables.



Notes to the financial statements (continued)

Subseguent measurement -

The subsequent measurement of financial liabilities depends on their classification
as described follows:

0

)

Financial liabilities at fair value through profit or loss -

Financial liabilities at fair value through profit or loss include financial
liabilities held for trading and financial liabilities designated upon initial
recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for
the purpose of repurchasing in the near term. This category also includes
derivative financial instruments entered into by the Company that are not
designated as hedging instruments in hedge relationships as defined by IAS
39. Separated embedded derivatives are also classified as held for trading
unless they are designated as effective hedging instruments. Gains or
losses on liabilities held for trading are recognized in the statement of
income.

As of December 31, 2014 and 2013, the Company has no designated any
financial liability as at fair value through profit or loss.

Loans and borrowings -

After their initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortized cost using the EIR method. Gains and
losses are recognized in the statement of income when the liabilities are
derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium
on acquisition and fees or costs that are an integral part of the EIR. The EIR

amortization is included as finance costs in the statement of income.

As of December 31, 2014 and 2013, the Company has loans and
borrowings.

Derecognition -

A financial liability is derecognized when the obligation under the liability is
discharged or cancelled or expires. When an existing financial liability is replaced by
another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is
treated as the derecognition of the original liability and the recognition of a new

liability. The difference in the respective carrying amounts is recognized in the

statement of income.
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Notes to the financial statements (continued)

@

(e

(c.4) Offsetting of financial instruments -
Financial assets and financial liabilities are offset and the net amount reported in
the statement of financial position if there is a currently enforceable legal right to
offset the recognized amounts and there is an intention to settle on a net basis, or
torealize the assets and settle the liabilities simultaneously.

Current versus non-current classification
The Company presents assets and liabilities in statement of financial position based on

current/non-current classification. An asset is current when it is:

Expected to be realized or intended to sold or consumed in normal operating cycle
Held primarily for the purpose of trading

Expected to be realized within twelve months after the reporting period, or

Cash or cash equivalent unless restricted from being exchanged or used to settle a
liability for at least twelve months after the reporting period.

All other assets are classified as non-current. A liability is current when:

It is expected to be settled in normal operating cycle

It is held primarily for the purpose of trading

It is due to be settled within twelve months after the reporting period, or

There is no unconditional right to defer the settlement of the liability for at least

twelve months after the reporting period.

The Company classifies all other liabilities as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities.

Foreign currency balances and transactions -
The Company s financial statements are presented in U.S. Dollars, which is also its

functional currency.

Foreign currency transactions (different currency than U.S. Dollar) are initially recorded in
the functional currency at the exchange rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are translated to the
spot rate of exchange ruling at the reporting date. All differences are taken to the

statement of income.

Non-monetary items that are measured in terms of historical cost in a foreign currency

are translated using the exchange rates at the dates of the initial transactions.



Notes to the financial statements (continued)
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Property, plant and equipment -

Property, plant and equipment are stated at cost, net of accumulated depreciation and
accumulated impairment losses, if any. Such cost includes the cost of replacing part of the
equipment and borrowing costs for long-term construction projects, if recognition criteria
are met. When significant parts of equipment are required to be replaced at intervals, the
Company recognizes such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is performed, the cost is
recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in

the statement of income as incurred.

The assets are depreciated using the straight-line method with the following useful lives:

Years
Building and constructions 20
Furniture, fixtures and other equipment 10
Computer equipment 4

Residual value, useful life and methods of depreciation are reviewed at each reporting
date, and adjusted prospectively if appropriate.

An item of the building and equipment and any significant part is derecognized on sale or
when no future economic benefits are expected from its use or sale. Any gain or loss at
derecognition date of the asset (calculated as the difference between the net gain
obtained from the sale of the asset and its book value) is included in the statement of
income when the asset is derecognized.

Mining concessions -

The mining concessions represent the right of exploration and exploitation that the
Company has over the mining properties that contain the mineral reserves acquired. The
mining concessions are stated at cost and will be amortized using the unit of production
method (UOP), using the proven and probable reserves, once the commercial production
starts. In case the Company abandonds these concessions, the associated costs are
written-off.

The mining concessions are presented within the intangible caption in the statement of

financial position.

Exploration and evaluation cost and mineral resources -

Exploration and evaluation costs -

Exploration and evaluation activity involves the search for mineral resources, the
determination of technical feasibility and the assessment of commercial viability of an
identified resource.
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Notes to the financial statements (continued)
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Exploration and evaluation activity includes:

- Researching and analyzing historical exploration data.

- Gathering exploration data through geophysical studies.

- Exploratory drilling and sampling.

- Determining and examining the volume and grade of the resource.
- Surveying transportation and infrastructure requirements.

- Conducting market and finance studies.

Exploration and evaluation expenditure is charged to profit or loss as incurred. These
costs include directly attributable employee remuneration, materials and fuel used,
surveying costs, drilling costs and payments made to contractors.

Development costs -

When it is determined that a mineral property can be economically viable, that is, when
determining the existence of proven and probable reserves, the costs incurred to develop
such property, including additional costs to delineate the ore body and remove any

impurities are capitalized.

Capitalized development costs are amortized using the units of production method, using
the proven and probable reserves. Development costs necessary to maintain production

are expensed as incurred.

Impairment of non-financial assets -

The Company assesses, at each reporting date, whether there is an indication that an
asset may be impaired. If any indication exists, or when annual impairment testing for an
asset is required, the Company estimates the asset’s recoverable amount. An asset's
recoverable amount is the higher of an assets’ or cash-generating units (CGU) fair value
less costs of disposal and its value in use. Recoverable amount is determined for an
individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. When the carrying amount of
an asset or a CGU exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset.

Impairment losses of continuing operations, including impairment on inventories, are
recognized in the statement of income in expense categories consistent with the function
of the impaired asset.

For assets, an assessment is made at each reporting date to determine whether there is
any indication that previously recognized impairment losses no longer exist or have
decreased. If such indication exists, the Company estimates the assets or CGU's

recoverable amount since the last impairment loss was recognized. The reversal is limited
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so that the carrying amount of the asset does not exceed its recoverable amount, nor
exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognized for the asset in prior years. Such reversal is recognized
in the statement of income.

Provisions -

General -

Provisions are recognized when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. Where the Company expects some
or all of a provision to be reimbursed, for example under an insurance contract, the
reimbursement is recognized as a separate asset but only when the reimbursement is
virtually certain. The expense relating to any provision is presented in the statement of
income net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a
current pre-tax rate that reflects, when appropriate, the risks specific to the liability.
Where discounting is used, the increase in the provision due to the passage of time is
recognized as finance cost.

Taxes -

Current income tax -

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the tax authority. The tax rates and tax laws used
to compute the amounts are those that are enacted or substantially enacted at the reporting
date.

Deferred income tax -

Deferred income tax is provided using the liability method on temporary differences between
the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences.

Deferred tax assets are recognized for all deductible temporary differences, the carry
forward of unused tax credits and any unused tax losses. Deferred tax assets are recognized
to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carry forward of unused tax credits and unused
tax losses can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are
re-assessed at each reporting date and are recognized to the extent that it has become

probable that future taxable profits will allow the deferred tax asset to be recovered.
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Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside profit or loss is recognized outside profit
or loss. Deferred tax items are recognized in correlation to the underlying transaction either
in other comprehensive income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists
to set off current tax assets against current income tax liabilities and the deferred taxes
relate to the same taxable entity and the same taxation authority.

Sales tax -
Expenses and assets are recognized net of the amount of sales tax (eg. value added tax),
except:

When the sales tax incurred on a purchase of assets or services is not recoverable
from the taxation authority, in which case, the sales tax is recognized as part of the
cost of acquisition of the asset or as part of the expense item, as applicable.

When receivables and payables are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is
included as part of receivables or payables in the statement of financial position.

Cash dividend and non-cash distribution to equity holders of the parent

The Company recognizes a liability to make cash or non-cash distributions to equity
holders of the parent when the distribution is authorized and the distribution is no longer
at the discretion of the Company. As per the corporate laws, a distribution is authorized
when it is approved by the shareholders. A corresponding amount is recognized directly in
equity.

Non-cash distributions are measured at the fair value of the assets to be distributed with

fair value re-measurement recognized directly in equity.

Upon distribution of non-cash assets, any difference between the carrying amount of the
liability and the carrying amount of the assets distributed is recognized in the statement
of income.
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Significant accounting judgments, estimates and assumptions -

The preparation of the Company financial statements requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the accompanying disclosures, and the disclosures of contingent liabilities. Uncertainty
about these assumptions and estimates could result in outcomes that require a material adjustment to
the carrying amount of assets and liabilities affected in future periods.

The significant judgment, estimate and assumption identified by management are:

Impairment of non-financial assets -

The Company assesses at each reporting date whether there is an indication that an asset may be
impaired. If any such indication exists, the Company makes a formal estimate of the asset’s recoverable
amount. These assessments require the use of estimates and assumptions such as long-term
commodity prices, discount rates, operating costs, and others. These assumptions and estimates are
under risks and uncertain.

The fair value of the mining assets is determined, usually, by the present value of the future cash flows
provided from the continuing use of the asset, which include estimates such as future capital
expenditure, using certain assumptions that a third party can use. The future cash flows are discounted
to their present value using a discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset.

The Company have determined to each cash-generating unit, considering the operations of each cash-

generating unit as individual base.

Recovery of deferred tax assets -

Judgement is required to determine whether deferred tax assets are recognized in the consolidated
statement of financial position. Deferred tax assets, including those arising from unused tax losses,
require Management to assess the likelihood that the Company will generate sufficient taxable earnings
in future periods, in order to utilize recognized deferred tax assets. Estimates of future taxable income
are based on forecast cash flows from operations and judgement about the application of existing tax
laws. To the extent that future cash flows and taxable income differ significantly from estimates, the
ability of the Company to realize the deferred tax assets recorded at the reporting date could be

impacted.

Additionally, future changes in tax law in the jurisdictions in which the Company operates could limit the

Company to obtain tax deductions in future periods.

Contingencies -

By their nature, contingencies will be resolved only when one or more uncertain future events occur or
fail to occur. The assessment of the existence and potential guantum of contingencies inherently
involves the exercise of significant judgment and the use of estimates regarding the outcome of future
events.
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New International Financial Reporting Standards (IFRS) issued but not effective on the date of the
financial statements-

The IASB issued the following standards and interpretations, but they are not yet effective, up to the
date of issuance of the Company's financial statements. The Company intends to adopt these standards,
if applicable, when they become effective.

- Amendments to IAS 19 Defined Benefit Plans: Employee Contributions
- Annual improvements 2010-2012 Cycle
These improvements are effective from 1 July 2014 and are not expected to have a material
impact on the Group. They include:
- IFRS 2 Share-based Payment
- IFRS 3 Business Combinations
- IFRS 8 Operating Segments
- IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets
- IAS 24 Related Party Disclosures
- Annual improvements 2011-2013 Cycle
These improvements are effective from 1 July 2014 and are not expected to have a material
impact on the Company. They include:
- IFRS 3 Business Combinations
- IFRS 13 Fair Value Measurement
- IAS 40 Investment Property
- IFRS 14 Regulatory Deferral Accounts
- Amendments to IFRS 11 Joint Arrangements: Accounting for Acquisitions of Interests
- Amendments to IAS 16 and IAS 38: Clarification of Acceptable Methods of Depreciation and
Amortization
- Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants
- Amendments to IAS 27: Equity Method in Separate Financial Statements
- IFRS 15 Revenue from Contracts with Customers
- IFRS 9 Financial Instruments

The Company is in process of assessing the impact, if any, that the application of these standards may
have on its financial statements.
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5.  Foreign currency transactions
The foreign currency transactions are carried out at market exchange rates published by the
Superintendencia de Banca y Seguros y AFP. As of December 31, 2014, the exchange rates US$
0.3355 for buying and USS$ 0.3345 for sale (US$ 0.3579 for the purchase and US$ 0.3576 for sale as
of December 31, 2013) and has been applied by the Company for the accounts of assets and liabilities,
respectively.

As of December 31, 2014 and 2013, the Company had the following assets and liabilities in Nuevos

Soles:
2014 2013
S/. S/.
Asset
Cash and cash equivalent 830 7,765
Other receivables and value added tax 7,617,472 6,381,573
Accounts receivable from related parties 3,240
7,621,542 6,389,338
Liabilities
Trade and other payables (8,510,121) (1,017,525)
Net asset position (888,579) 5,371,813
6. Cash and cash equivalents
(€)) This caption is made up as follows:
2014 2013
uss uss
Cash 797 1,419
Bank accounts (b) 6,844 5,438

7,641 6,857

(b) The Company maintains its bank accounts in local banks, earns interest at markert rate and are
unrestricted.

15
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Value added tax recoverable
As of December 31, 2014 and 2013 this item corresponds to the amount of Value Added Tax (VAT) paid
by the Company in the acquisitions of goods and services during its pre-operating activities.

The balance of its fiscal credit could be recovered by exercising the exporter's right to the balance in its
favor; that is, deducting this balance from the VAT corresponding to the Company's taxed operations, if
any, only in the case that the Company made exportations. Otherwise it will be recovered when the
Company generated value added tax debit of the local sales.

In Management's opinion, this balance will be recoverable as soon the Company starts its operations,
expected when the feasibility stage will be finished.
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Property, furniture and equipment

(@

(b)

The balanced and movement of this caption for the years 2014 and 2013 are show below:

Cost

Building and other constructions

Machinery and equipment

Furniture and fixture and computer equipment

Vehicles

Work in progress (b)

Accumulated depreciation and amortization
Building other constructions

Machinery and equipment

Furniture and fixture and computer equipment

Vehicles

Net cost

Balance as
of January
1,2013
uss

78,018
20,680
46,547

221,229

366,474

198

3,195

3,393

363,081

Additions
uss

451,199

451,199

3,901
2,525
4,710

11,136

This item considers work in galleries, camps and various other projects.

Transfers

uss

9,150
19,150

(28,300)

Balance as
of December
31,2013

uss

78,018
29,830
65,697

644,128

817,673

4,099
2,525
7,905

14,529

803,144

Transfers to Balance as

Mining of December
Additions Transfers properties Sales 31, 2014

uss uss uss uss uss

218,116 - - 296,134
- - 29,830
(583) - - 65,114
14,153 - (14,153) -
14,153 (231,686) (426,595) - -
14,153 - (426,595) (14,153) 391,078
3,901 - - 8,000
2,983 - - 5,508
6,696 - - 14,601
2,123 - (2,123) -
15,703 - (2,123) 28,109

362,969
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Mining properties
(€)) The balance and movement of this caption for the years 2014 and 2013 are show below:

Transfers of

Balance as Balance as Property, Balance as
of January of December furniture and of December
1, 2013 Additions 31, 2013 Additions equipment 31, 2014
uss uss uss uss uss uss
Concessions 8,534,712 - 8,534,712 - - 8,434,712
Work in progress - 4,738,158 4,738,158 2,584,430 426,595 7,849,183
Cost 8,534,712 4,738,158 13,272,870 2,584,430 426,595 16,283,895

(b) As of December 31, 2014 and 2013 this item comprises the exploration and evaluation
expenditures related to Ariana project. The main expenditures consist on drilling activities,
geologic studies, pre-feasibility studies and related issues. The pre-feasibility study finished at
year-end of 2013, and as of September 2014 finished the feasibility study. The additions mainly
corresponds to engineering study and drilling, as well the payroll costs associated with the
project.

The Company conducted its annual impairment test at December 31, 2014 and 2013. Said test
was based on the value in use of the CGU under the income approach and the application of the
free cash flows method ("FCFF") to be generated by the CGU. The Company has determined the
economic value of the free cash flow using a discount rate appropriate to their risk level.

Sensitivity to changes in key assumptions used -

With respect to the assessment of value in use, Management believes that no reasonably possible
change in any of the key assumptions used would, including the offsetting of the assets and
liabilities estimated into the cash flows, because the carrying amount of the unit exceeds its
recoverable amount.

As of December 31, 2014 and 2013, based on projections made by Management on the expected
results for next years, there is no indication that the recoverable values of mining properties are
less than their book values, therefore, any provision for impairment for these assets should be
recognized at the date of the statement of financial position.

Trade and other payables

As of December 31, 2014 and 2013, trade and other payables mainly comprise invoices related to
consulting services. These accounts payable have current maturity, accrue no interest and have no
specific guarantees.
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11. Income tax

(@) The composition and movement of the caption is as follows:

Operating As of Operating As of
As of January results Income December 31, results Income December 31,

1,2013 (expenses) 2013 (expenses) 2014

uss uss uss uss uss

Operating

expenses - 134,699 134,699 43,522 178,221
Tax loss - 33,382 33,382 19,566 52,948
Provisions - 8,573 8,573 16,773 25,346
- 176,654 176,654 79,861 256,515

(b) The income tax provision showed in the statement of income for the years 2014 and 2013,

comprises the following:

2014 2013
uss uss
Current portion
Income tax - -
Deferred portion
Income tax 112,821 176,654
Effect change tax rate (23,554) -
Effect non-deductible expenses (9,406) -
Total

79,861

176,654

©) The reconciliation of the tax expense and the accounting loss determined based on the

application of the tax rate to the statement of income is a follows:

2014 2013

uss % uss %
Loss of the year (500,140) (533,779)
Theoric benefit 150,042 30 160,134 30
Deferred portion
Effect non-deductible expenses (37,221) 16,520
Effect of translation to U.S.
Dollars (23,554) -
Effect change tax rate (9,406) -
Total 16 33

19

79,861

176,654
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() For the year 2014, the Company generated tax loss amounting to US$92,372 approximately,
which was accumulated with the tax loss carry forward as of December 31, 2013 that was
amounting to US$111,274. See note 14(a).

Financial obligations
As of December 31, 2014 this item corresponds to a loan with Banco Santander del Peru S.A. for USS
252,000, at aninterest rate 4.8 percent, for a period of 3 months.

Equity, net

Capital stock -

As of December 31, 2014, the subscribed and paid capital amounts to US$15,898,559 (equivalent to
S/.41,519,309), which is represented by 41,519,309 common shares subscribed and paid, with a
nominal value of S/.1.00 per share.

The Shareholders’' Meeting held on December 28, 2014 formalized the subscription of US$2,119,100
(equivalent to S/. 5,903,813) which is represented by 5,903,813 common shares, with a nominal value
of S/.1.00 per share.

In 2013, the Company capitalized loans received by the major shareholders by US$6,163,898 of which
US$4,044,798 have been formalized at the General Shareholders' Meeting held on December 30, 2013.
These shares were subscribed by principal shareholder Ariana Corp.

Tax situation
@ The Company is subject to taxation in Peru. As of December 31, 2014 and 2013, the income tax

rate was 30 percent on taxable income.

Until December 31, 2014, Peruvian statutory Income Tax rate is 30 percent on taxable income
after calculating the workers' profit sharing, which is determined using a 8 percent rate. Through
Law N°30296, published in December 31, 2014 the income tax rate was reduced according to

the following terms:

Effective for year %
2015 and 2016 28
2017 and 2018 27
From 2019 onward 26

In compliance with local tax laws, Management decided to use the system "B" to offset tax losses,
by which the tax laws generated over the period can be offset with the taxable profits for a period
indefinite, may offset the 50 percent profit each year. As of December 31, 2014 and 2013, the
tax loss carryforward amounts to US$203,646 and US$111,274 respectively.
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Legal persons not domiciled in Peru and citizens must pay an additional tax on dividends
received. In this regard, attention to Law No. 30296, the additional tax on dividends on profits
generated is as follows:

- 4.1 percent of the profits generated until December 31, 2014.
- By the profits generated from 2015, whose distribution it carried after that date will be:

2015 and 2016: 6.8 percent.
2017 and 2018: 8 percent.
2019 onwards: 9.3 percent.

(b) The tax authorities have the right to review and, if necessary, adjust the income tax calculated by
the Company in a range of four years since the filing of the tax return. The Income Tax and Value
Added Tax returns for the periods 2010 to 2014 are pending of audit by tax authorities. Due to
various possible interpretations of current legislation, it is not possible to determine whether or
not future reviews will result in tax liabilities for the Company. In the event that additional taxes
payable, interest and surcharges result from Tax Authority reviews, they will be charged to
expense in the period assessed and paid. However, in the Management's and its legal advisors’
opinion, any additional tax assessment would not be significant to the financial statements as of
December 31, 2014 and 2013.

©) For purposes of determining income tax and general sales tax, transfer pricing of transactions
with related companies and companies residing in areas of low or no taxation, must be supported
with documentation and information on the valuation methods used and the criteria used for its
determination. Based on the analysis of the operations of the Company, the Company's
management and its legal counsel believe that, as a result of the application of these standards
will not result in significant contingencies for the Company as of December 31, 2014 and 2013.

@ As of December 31, 2014 the Company recorded a deferred income tax amounts US$52,948
(US$33,382 as of December 31, 2013) related to the tax loss carryforward which will be
recovered when the Company begins operations.

15. Transactions with related parties
(€)) During the years 2014 and 2013, the Company engaged in the following transactions with its
related parties:

2014 2013

uss uss
Loans received 3,288,408 7,045,799
Loans granted 4,180 17,256
Expenses
Interest paid 36,723 28,058
Management service - 213,785
Reimbursement labor cost - 111,812

21
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()] As aresult of transactions with related parties previously mentioned, the Company the following
balances as of December 31, 2014 and 2013:

2014 2013
uss uss
Accounts receivable
Compafiia Minera Ariana S.A.C. 38,692 23,201
Southern Peaks Mining Peru S.A.C. - 11,383
38,692 34,584
2014 2013
uss uss
Accounts payables (¢)
Corporacion de Gestion Minera S.A. 2,817,224 -
Compafiia Minera Condestable S.A. 888,362 530,680
Southern Peaks Mining Peru S.A.C. 341,134 331,401
Minera Tantara S.A.C. 102,594 -
Compafiia Minera Quiruvilca S.A. 39,606 38,431

4,188,920 900,512

©) During 2014, the Company received funds for working capital amounting to US$3,288,408. As
of December 31, 2014, the balance of these funds amounts to US$4,188,920. These loans

accrue interest at an annual rate between 4.5 to 6 percent, and have current maturities.

16. Administrative expenses

(€)) This caption is made up as follows:

2014 2013

uss uss
Miscellaneous (b) 237,025 86,045
Personnel expenses 147,052 180,834
Professional fee 28,389 39,350
Depreciation 15,703 11,136
Utilities 10,010 9,146
Other 25,282 12,132

463,461 338,643

(b) Mainly corresponds to payments made to The Comunidad de Carampoma for the right of use and
enjoyment of land for US$ 125,000 and other non-deductible expenses.

22
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Contingencies and commitments
As of December 31, 2014 and 2013 the Company has no legal, tax or other contingencies.

Financial risk management objectives and policies

The Company s principal financial liabilities comprise other payables. The main purpose of these
financial liabilities is to finance a specific acquisition transaction. The Company s principal financial
assets include other receivables, and cash that derive directly from its operations.

The Company is not highly exposed to market risk, credit risk and liquidity risk. The Company s senior
management oversees the management of these risks. The Company “s senior management is
supported by a financial risk committee that advises on financial risks and the appropriate financial risk
governance framework for the Company. The financial risk committee provides assurance to the
Company's senior management that the Company s financial risk activities are governed by appropriate
policies and procedures and that financial risk are identified, measured and managed in accordance with

the Company s policies and risk objectives.

The Board of Directors reviews and agrees policies for managing each of these risks.

Capital management -

The objective is to safeqguard the Company's ability to continue as a going concern in order to provide
returns for shareholders and benefits for stakeholders and maintain an optimal structure that would
reduce the cost of capital.

To maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to

shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

Consistent with industry, the Company monitors its capital based on the leverage ratio. This ratio is
calculated by dividing net debt by total capital. Net debt is the total debt (including current and non-
current debt) less cash and cash equivalents. The total capital corresponds to the equity as shown in the
statement of financial position plus net debt.

During the period ended December 31, 2014 and 2013, there were no changes in the objectives,

policies, or processes related to capital management.

Fair value of financial instruments

Fair value is defined as the amount at which assets would be exchanged or liabilities settled between
knowledgeable and willing parties, in a current transaction. Assuming, the Company is an ongoing
business.

The management assessed that cash and cash equivalents, and trade and other payables approximate

their carrying amounts largely due to the short-term maturities of these instruments.

The fair value of the financial assets and liabilities is included at the amount at which the instrument
could be exchanged in a current transaction between willing parties, other than in a forced or liquidation
sale.
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Management estimates that the book values of the financial instruments do not differ significantly from
their estimated market value as of December 31, 2014 and 2013.

As of December 31, 2014 and 2013 the Company has not assets and liabilities measured at fair value.
There have been no transfers between fair value levels during the reporting period.

Subsequent events
As of December 31, 2014 there are no subsequent events to report.
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