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CHINA SHOUGUAN INVESTMENT HOLDING GROl CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2017
(Currency expressed in United States Dollars (“US$”), except for number of shares)
(U dited)

In accordance with the ASC Topic 605, “Revenue Recognition”, the Company recognizes revenue when persuasive
evidence of an arrangement exists, transfer of title has occurred or services have been rendered, the selling price is fixed or
determinable and collectibility is reasonably assured.

(a) Product sales

The Company derives revenues from the sales of non-refin  gold concentrate to smelters. whereas the smelter usually takes
6 days for the production from non-refined gold concentrate to gold bullion. The Company generally recognizes its revenues,
net of value-added taxes ("VAT") at the time of gold bullion is produced by the smelter and its selling price is determined by
the market value of gold bullion quoted by the Shanghai Gold Exchange.

The Company is subject to VAT which is levied on the standard gold products at the standard rate of 17% on the invoiced
value of sales. The Company’s VIE, XinGuan is granted with a preferential tax treatment under the Chinese tax law of the
“Notice from Ministry of Finance and State Tax Bureau in Relation to Exemption of Value Added Tax on Gold Production”
ai “Notice regarding issues on Tax Policy on Gold Tramnsaction™. whereas gold produced and sold by gold mining and
smelting enterprises are exempted from VAT.

(b) Interest income

Interest income is recognized on a time apportionment basis, taking into account the principal amounts outstanding and the
interest rates applicable.

L] Comprehensive income

ASC Topic 220, “Comprehensive Income”, establishes standards for reportine and display of comprehensive income, its
components and accumulated balances. Comprehensive incc - as defined it des all changes in equity during & :riod
from non-owner sources. Accumulated other comprehensive income, as  sented in the accompanying conaensed
consolidated statement of stockholders® equity. consists of changes in unrealized gains and losses on foreign currency
translation. This comprehensive income is not included in the computation of income tax expense or benefit.

[ ] Income taxes

1e Company adopts ASC Topic 740, “/ncome Taxes” rege ng accounting for uncertainty in income taxes which
prescribes the recognition threshold and measurement attributes for financial statement recognition and measurement of tax
positions taken or expected tc - taken on a tax return. In addition, the guidance requires the determination of whether the
henefits of tax positions will be more likely than not sustained upon audit based upon the technical merits of the tax position.

)r tax positions that are determined to be more likely than not sustained upon audit, a company recognizes the largest
amount of benefit that is greater than 50% likely of being realized upon ultimate settlement in the financial statements. For
tax positions that are not determined to be more likely than not sustained upon audit, a company does not recognize any
portion of the benefit in the financial statements. The guidance prov s for de-recognition, classification, penalties and
interest, accounting in interim periods and disclosure.

For the nine months ended September 30, 2017 and 2016, the Company did not have any interest and penalties associated
with tax positions. As of September 30, 2017, the Company did not have any significant unrecognized uncertain tax
positions.

¢ Company conducts major businesses in the PRC and is subject to tax in this jurisdiction. As a result of its business
activities, the Company files tax returns that are subject to examination by the foreign tax authority.

L] Net loss per share

The Company calculates net loss per share in accordance with ASC Topic 260. “Earnings per Share.” Basic (loss) income
per share is computed by dividing the net loss by the weighted-average numt  >f common shares outstanding during the
period. Diluted loss per share is computed similar to basic loss per share except thar & denominator is increased to include
the number of additional common shares that would have been outstanding if the potential common stock equivalents had
been issued and if the additional common shares were dilutive.

® Foreign currencies translation
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CHINA SHOUGUAN INVESTMENT HOLDING GROUP CORPORATION
NOTES TO COM ENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2017
(Currency expressed in United States Dollars (“US$”), except for number of shares)
(Unaudited)

Transactions denominated in currencies other than the functional currency are translated into the functional currency at the
exchange rates prevailing at the dates of the transaction. Monetary assets and liabilities denominated in currencies other than
the functional currency are translated into the functional currency using the applicable exchange rates at the balance sheet
dates. The resulting exchange differences are recorded in the statement of operations.

The reportine currency of the Company is the United States Dollars ("US$"). The Company's subsidiary in PRC
maintain its  oks and records in its local currency, Renminbi Yuan ("R' "), which is functional currency as being the
primary currency of the economic environment in which the entity operates.

In general, for consolidation purposes, assets and liabilities of its subsidiaries and VIEs whose functional currency is not
US$ are translated into USS, in accordance with ASC Topic 830-30. “7i  slation of Financial Statement”, using the
exchange rate on the balance sheet date. Revenues and expenses are translated at average rates prevailing during the period.
The gains and losses resulting from translation of financial statements of foreign subsidiaries are recorded as a separate
component of accumulated other comprehensive income within the statement of stockholders’ equity.

Translation of amounts from RMB into US$1 has been made at the following  hange rates for the re  ctive period:

~x 1 A4 AnaA ~ - e mne

LLlvu avelage INVID LU DD | CALIIALIEE Lale 0.3052 XLy

L] Related parties

Parties, which can be a corporation or individual, are considered to be related if the Company has the ability, directly or
indirectly, to control the other party or exercise significant influence over the other party in making financial and operational
decisions. Companies are also considered to be related if they are subject to common control or common significant
influence.

® Segment reporting

ASC Topic 280, “Segment Reporting” establishes standards for reporting information about operating segments on a basis

consistent with the Company’s internal organization structure as well as information about geographical areas, business

segments and major customers in financial statements. For the three and six months ended September 30, 2017 and 2016,
: Company operates in one reportable operating segment in the PRC.

® Fair value of financial instruments

The carrying value of the Company’s financial instruments include cash, accounts receivable, amounts due from (to) related
parties, deposits and prepayments, accounts payable, amount due to a related party, income tax payable, accrued liabilities
and other payable. Fair values were assumed to approximate carrying values for these financial instruments because they are
ort term in nature and their carrying amounts approximate fair values. The carrying value of the Company’s loans and
note payable approximated its fair value based on the current market prices or interest rates for similar debt instruments.

The Company also follows the guidance of ASC Topic 820-10. “Fair Value Measurements and Disclosures™ ("ASC
820-10"), with respect to financial assets and liabilities that are measured at fair value. ASC 820-10 establishes a three-tier
fair value hierarchy that prioritizes the inputs used in measuring fair value as follows:

Level 1 : Observable inputs such as quoted prices in active markets;

Level 2 : Inputs, other than the quoted prices in active markets, that are observ 2 either directly or indirectly; and

Level 3 : Unobservable inputs in which there is little or no market data, which require the reporting entity to develop its
own assumptions

Fair value estimates are made at a specific point in time based on relevant market information about the financial instrument.
These estimates are subjective in nature and involve uncertainties and mat  of significant judgment and, therefore, cannot
be determined with precision. Changes in assumptions could significantly attect the estimates.
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CHINA SHOUGUAN INVESTMENT HC DING GROUP CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2017
(Currency expressed in United States Dollars (“US$”), except for number of shares)
(Unaudited)

® Recent accounting pronouncements

The Company has reviewed all recently issued, but not yet effective, accounting pronouncements and does not believe the
future adoption of any such pronouncements may be expected to cause a material impact on its financial condition or the
results of its operations.

NOTE -5 - AMOUNT DUE TO A RELATED PARTY

As of March 31 2018, amount due to a related party represented temporary advances made by Mr. Zhang, the director of the
Company, which was unsecur¢  interest-free with no fixed repayment term. Imputed interest is considered insignificant.

NOTE -6 LOANS PAYABLE, UNSECURED

As of March 31 2018, the company will also pay the third ~ y a short-terma  long-term loan of $2,399,400.

NOTE -7 CONCENTRATIONS OF RISK

The Company is exposed to the following concentrations of risk:

(a) Interest rate risk

As the Company has no significant interest-bearing assets, the Company’s income and operating cash flows are substantially
independent of changes in market interest rates.

The Company’s interest-rate risk arises from loans payable and short-term bank borrowings. The Company manages interest

rate risk by varying the issuance and maturity dates variable rate debt, limiting the amount of variable rate debt, and

continually monitoring the effects of market changes in interest rates. As of M :h 31 2018, loans payable and short-term
nk borrowings were at fixed rates.

(b)  Exchange rate risk

1 reporting currency of the Company is US$, to date the majority of the rev s and costs are denominated in RMB and
a significant portion of the assets and liabilities are denominated in RMB. As a result, the Company is exposed to foreign
exchange risk as its revenues and results of operations may be affected by  ctuations in the exchange rate between
US$ and RMB. If RMB depreciates against US$, the value of RMB revenues and assets as expressed in US$ financial
statements will decline. The Company does not hold any derivative or other financial instruments that expose to substantial
market risk.

(c)  Economic and political risks

The Company's operations are conducted in the PRC. Accordingly. the Cor iny's business, financial condition and results
of operations may be influenced by the political. economic and legal environment in the PRC, and by the general state of the
PRC economy.

The Company's operations in the PRC are subject to special considerations and significant risks not typically associated
with companies in North America and Western Europe. These include risks associated with, among others, the political,
economic and legal environment and foreign currency exchange. The Comp s results may be adversely affected by
changes in the political and social conditions in the PRC, and by changes in governmental policies with respect to laws and
regulations, anti-inflationary measures, currency conversion, remittances abroad, and rates and methods of taxation.

(d)  Mining industry risks

The Company's mining operations are subject to extensive national and loc  governmental regulations in China, which
regulations may be revised or expanded at any time. Generally, compliance with these regulations requires the Company to
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CHINA SHOUGUAN INVESTMENT HOLDING GROUP CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2017
(Currency expressed in United States Dollars (“US$”), except for number of shares)
(Unaudited)

obtain permits issued by government regulatory agencies. Certain permits require periodic renewal or review of their
conditions. The Company cannot predict whether it will be able to obtain or renew such permits or whether material
changes in permit cor :ions will be imposed. The inability to obtain or renew permits or the imposition of additional
conditions could have a material adverse effect on the Company's ability to develop and operate its mines.

(e)  Risk on changing price in gold

At present, the price of gold in the PRC is generally in line with the price of gold in the international market. There are

ny factors influencing the p1 of gold in the international market, including the international economic situation (in
particular the economic situation in the US), petroleum prices, fluctuations in the exchange rates of the US$, fluctuations in
the stock and other financial investment markets and various political, military, social and economic contingencies. These
factors are beyond the control of the Company. Changes in the prices of the gold in the PRC and in 2 exchange rate of
Renminbi as a result of these may adversely affect the operating results of the Company. Under the relevant PRC laws and
regulations.  dging activities presently are not permitted in gold tracing in the PRC market. The Company has not been
involved in hedging transactions or any alternative measures to manager the potential price risk.



CHINA SHOUGUAN INVESTMENT HOLDING GROUP CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2017
(Currency expressed in United States Dollars (“USS$”), except for number of shares)
(Unaudited)

NC -8 COMMITMENTS AND CONTINGENCIES
The Company is committed under several non-cancelable operating leases for office premises with the term for one year.

with fixed monthly rentals or scheduled payments. Total rent expenses for the Three months ended March 31, 2018 and
2017 was $30.112 and $27.817. respectively.

NOTE -9 SUBSEQUENTEVENTS

1e company evaluated subsequent events through the date the financial statements were issued and filed with this
Form10-Q. There were no subsequent events that required recognition or  sclc .



em 2. Management’s Discussion and Analysis of Financial Conditien and Results of Operations
VFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements. These statements relate to future events or our
future financial performance. These statements involve known and unknown risks. uncertainties and other factors that may
cause our actual results, levels of activity. performance or achievements to be materially different from any future results,
levels of activity, performance, or achievements expressed or implied by forward-looking statements. In some cases. you
can identify forward-lor ng statements by terminology such as "may.” "w " "should." "expect," "plan," "anticipate,”
"believe," "estimate.” "predict," "potential® or "continue." the negative of such terms or other comparable terminology.
These statements are only predictions. Actual events or results may differ materially.

Although we believe that the expectations reflected in the forwe  looking statements are reasonable, we cannot guarantee
future results, levels of activity, performance or achievements. Moreover, neither we nor any other person assumes
responsibility for the accuracy and completeness of the forwarc  oking statements. We undertake no duty to update any of
the forward-looking statements after the date of this report to conform such statements to actual results or to changes in our
expectations.

Available Information

Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q. Current Reports on Form 8-K and all amendments to
those reports that we file with the U.S. Securities and Exchange Cc¢ nission (SEC) are available at the SEC's public
reference room at 100 F Street, N F, Washington, D.C. 20549. The public may obtain information on the operation of the

iblic reference room by calling 2 SEC at 1-800-SEC-0330. The SEC also maintains a website at www.sec.gov that

contains reports, proxy and information statements and other information regarding issuers that file electronically with the
SEC.

Overview

China ShouGuan Mining Corporation (**ShouGuan”. ~“we™ and the “Company™ was incorporated in the State of Nevada on
May 4, 2010. We are a holding company that conducts business operations in  indong Province in the People’s Republic
of China (PRC). On June 23, 2010, we entered into a stock exchange transaction with the shareholders of Bei Sheng
Limited (“BSL™), whereby we issued 100,000,000 shares of common stock  exchange for 100% of the ownership interest
in BSL, for the purpose of re-domiciling BSL as a Nevada corporation in the United States. These shares were issued as
restricted securities under SEC Rule 144. As a result of the share exchange t  saction, BSL became our wholly-owned
operating subsidiary in the PRC. Unless otherwise indicated, all references to the Company throughout this annual report
include the rations of BSL and its subsidiaries and variable interest entities (~VIEs™).

We were founded by a number of business professionals and experts in China who specialize in mining technologies,
mining resources management and financial and strategic management. Our primary focus is on acquiring existing gold
mine in Shandong province of the PRC. These potential targets are mostly run with low productivity because of inadequate
funds and primitive technologies. We plan to re-engineer and redevelop these gold mines through the transfer of advanced
exploration and mining technologies. capital injection and effective management.

Our business model includes sourcing of early stage gold mines with gooc t potential, conducting feasibility studies to
identify suitable projects, leasing the suitable mining sites and facilities managing the mining operations on these
selected sites, with the goal of acquiring the mine if the operations prove to be satisfactory based on the review criteria set
by our experienced management. In addition. we also prov  consulting services in areas related to mine exploration and
analysis to our clients on a project-by-project basis.

Revenues are derived from the sales of gold concentrates, the principal raw material used in gold smelting operation to
produce gold. We only take possession of the gold concentrates when they are sold to smelters. At that time, the selling
prices are determined from two factors, the amount of gold in the gold concentrates and the price of gold on the date of sale.
The amount of gold in the gold concentrates is determined and agreed upon between the Company and the smelters and then
the selling price is determined according to the official gold price at the time of sale as indicated by the Shanghai Gold
Exchange (http://www.sge.sh), an entity governed by the PRC Government). On the consulting side, revenues are derived
on a project-by-project basis and payment is collected as we complete our service as outlined in the scope of each individual
project. [n order to minimize the effect of fluctuations of gold price and to achieve better economies of scale in operations,
the Company decides to focus more on mine exploration.

We target to grow proactively through continual sourcing of existing gold mines in the PRC and managing them. These
projects will be executec ~ BSL and its VIEs. Cunli Ji Gold Mine was the first project commenced in May 2009. To ensure
all mines are legally and properly operated, all target gold mines are required to have full sets of government-approved
licenses before effecting commencement of any business operations.
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On December 28, 2010, the Company’s Form S-1 registration statement > “Registration Statement”) was declared
effective by the SEC. allowing us to sell a total of 1,000.000 shares of our common stock and raise a total of $500,000,
which we intend to use to implement our business operations (the ~Offering™). The Offering was expired on June 26, 2011
as stated in the Registration Statement and the Board of Directors of =~ Company has held a special meeting and resolved
to extend the offering peric  for an additional 180 days. On October 30, 2011, the Company consummated the sale to 19
accredited investors of an aggregate of 1,000,000 shares of its common stock, par value $0.0001, at a per share price of
$0.201, or $201,000 in the aggregate, pursuant to certain subscription agreements. These shares were subsequently issued
on January 12, 2012. This offering was the initial public offering of common stock of China Shouguan Mining Corporation.
The Company is now quoting at OTCPINK for the symbol CHSO.

On May 6, 2011, the Company, through its variable interest entity, Yantai Jinguan Investment Co., Ltd. (*"Yantai”), entered
into a lease agreement with Longkou Dayuan Gold Mining Co. Ltd., an  elated third party being the legal owner and
holding the mining license of the Dayuan gold mine (the “Lease Property”) regarding Dayuan Gold Mine. Under the
agreement, the Company agrees to pay the aggregate rental payments of approximately $20 million for a term of 10 years
commencing from April 1. 2011 through April 1, 2021 to obtain the right to manage and operate the Lease Property in the
repayment schedule, whereas the Company is committed to pay $12 million equal to 6 years’ rental, no later than September
30, 2011 and the remainder will be paid no later than March [, 2017.

In July 2013. the Yantai local government informed the Company that the Shandong Province has promulgated a new local
regulation. The regulation stated that all underground mines in the territory which has a production of under 40,000 tonnes
per year will all be forced to close down before the end of 2015. As such, since Cunli Ji Mine falls within the category, the
Company decided to sell the mine for money and to invest in mines in other territories, which includes investing in mine
exploration areas, and, acquiring or leasing some tailings environmental protection projects.

On March 31, 2014, the Company signed an agreement with Yantai Jinjian Smelting Technology Limited (85%) and Y antai

o Trading Limitc [15%), where 100% interests in XinGuan was transferred for a total consideration of approximately
$7.300,000 (Equivalent to RMB45 million). It resulted in a profit of RMB9,000,000 for the Company compared with the
original acquisition consideration in 2010.

Current Operations
Dayuan Mine
We do not own the Dayuan Mine. We leased the mine through Jinguan.

On May 6, 2011, we, through our VIE, Yantai Jinguan Investment Co., Ltd. (“Jinguan™), entered into a lease agreement
with Longkou Dayuan Gold Mining Co. Ltd., an unrelated third party being the legal owner and holding the mining license
of the Dayuan Gold Mine (“Dayuan Mine™) regarding Dayuan Gold Mine. Under the agreement, we own the operating right

1 income right of the Dayuan Mine and we agreed to pay the aggregate rental payments of approximately $20 million for
a term of 10 years commencing from April 1, 2011 through April 1. 2021 to obtain the right to manage and operate Dayuan
Gc¢  Mine in the repayment schedule, whereas we are committed to pay an upfront payment of $12 million equal to 6
years’ rental, no later than September 30, 2011 and the remainder will be paid no later than March 1, 2017.

The Dayuan Mine has one exploration right and one mining right, which are granted by the Land and Resources Authority
of Shandong Province and are unpatented. The concession period of the mining right is from 29 December 2010 to 29
December 2013. The mine is 0.3475 sq. km in area and is deposited in a lode or vein filled with mineral in the rock.

The Dayuan Mine commenced exploratory operation in July 2011. Mineral exploration was temporary halted in the Dayuan
Mine during the Chinese New Year holiday in January and February 2014 and hence no gold concentrate was produced in
these two months. In January 2015, the Safety Productior ommittee of the Longkou city government announced that all
mines except coal mines were required to shut down operation during February 11. 2015 to March 5, 2015 for safety
examination, technologies upgrade and maintenance. Hence, for the three months ended March 31, 2015, the mineral
exploration in the Dayuan Mine was halted again and there was no gold ore production during the period.

Currently we derive our revenue from the sales of non-refined gold concentrates extracted from Dayuan Mine. Our expenses
are mainly amortization of mining rights, the direct costs associated with the operation and overhead expenses such as staff
salaries, smelting and extracting fee, depreciation of mining plants and other general administrative expenses.

At the moment, we are formulating an exploration plan and related timetable for the Dayuan mine. So far, there is no
detailed plan to conduct exploration on the Dayuan Mine. The exploration programs of the Dayuan mines are currently
funded by the internal fund g  rated from our operations ar  we have no further plan to fund the exploration programs of
the mine.






Revenue

We commenced gold mineral exploration activity in May 2009 and began  ling of gold concentrate in July 2009. Gold
concentrate is mainly sold to smelting plants in the Shandong Province, PRC.

There was no revenue for the three months ended March 31, 2018 and 2017. We have ceased the operation in the Dayuan
mine,.

Cost of Revenue

Cost of revenue for the three months ended March 31, 2018 and 2017 were $0 and $0 respectively, and consisted primarily
of direct materials. direct labor, extracting fees, and other operating overhead. The increase in cost of revenue was primarily
attributable to the substantial decrease in mining related direct material and lat

Gross Loss
We recorded a gross loss of $228,627 for the three months ended Mareh 31. 2018, an decrease of $522,422 or 56%, from
$293.815 for the three months ended Mareh 31,, 2017. The decrease was mai - attributable to the reduced mining related

depreciation and amortization during the halted operation during the second quarter of 2018.

General and Adminis®  ** enses

General and administrative expenses comprised mainly of salaries and staff welfare expenses, legal and professional fees,
entertainment expenses, traveling and hotel accommodation expenses and office expenses. In the three months to March 31,
2018, general and administrative expenses fell by $230.492, or 60%. from $412,311 to $181.819, the same as in the same
period of 2017.

Income Tax Expense

Income tax expenses amounted to Nil for both the three months ended March 31, 2018 and 2017.

We have subsidiaries and VIEs that operated in various countries: United States, British Virgin Islands, Hong Kong and the
People’s Republic of China that are subject to taxes in the jurisdictions in which they operate, as follows:

United States of America

We are incorporated in the State of Nevada and are subject to the tax laws of ~ United States of America. Since no income
is derived in the US, we believe that we are not subject to US taxes.

British Virgin Islands

Under the currc  BVI law, BSL is not subject to tax on its income or pro:.  In addition, dividends and capital gains from
our investments in the BVI are not subject to income taxes and no withholding tax is imposed on payments of dividends to
the Company.

Hong Kong

GWIL is subject to Hong Kong Profits Tax, which is charged at the statutory income rate of 16.5% on its assessable income.

The PRC

We have generated all of our income through our subsidiaries and VIEs operating in the PRC for the three months ended
March 31, 2018. All entities in the PRC are subject to the Corporate Income Tax Law of the People’s Republic of China
(the “New CI1T Law™) at a unified income tax rate of 25%.

Net loss

We recorded a net loss of $606,835 for the three months ended March 31. 2018, Loss reduction $1,206,515 from $599,680
for the three months ended March 31, 2017. The decrease in losses is mainly due to the large exchange difference..



iquidity and Capital Resources

Our primary liquidity needs are to fund operational expenses. capital expenditures and potential acquisition of gold mining
properties in the Shandong province. To date, we have financed our workine capital requirements and capital expenditures
through internally generated cash and capital contribution from our existing  ireholders.

As of March 31, 2018. our current assets were $1.256.590. and our current liabilities were $13,780,826. Cash and cash
equivalents totaled 246,776 as of March 31, 2018. Accumulated deficits at March 31, 2018 were $12,524,236.

Net cash used in operating activities was $318,278 for the three months ended Mar 31, 2018 as compared to $352,625 for
the three months ended March 31, 2017. Net cash used in operations fell by $34,347, largely because of lower spending in
> three months to March 31, 2018.

Net cash used in investing activities amounted to $0 for the  ee months endi  March 31. 2018 as compared to $0 for the
three months ended March 31. 2017.

Net cash provided by financing activities amounted to $286.358 for three months ended March 31, 2018 as compared to
$405,506 for three months ended March 31, 2017. Net cash from financing activities increased by $119,148, mainly as a
result of reduced loan income..

Off-Balance Sheet * 3

We have no off-balance sheet arrangements, financings or other relationships.

‘ ‘T eto a Related Party
As of March 31, 2018, amount due to a related party represented temporary advances made by Mr. Zhang, the director of
the Company, which was unsecured, interest-free with no fixed repayment term. Imputed interest is considered

insignificant.

“-=--nitments and Contingencies

The Company is committed under several non-cancelable operating leases for office premises with the terms for one year,
with fixed monthly rentals or scheduled payments. Total rent expenses for the three months ended March 31, 2018 and 2017
was $30,112 and $27,817,, respectively.

As of March 31, 2018, the Company has the aggregate future minimum rental payments due under these non-cancelable
operating leases in the next twelve months:

Subsequent Ey

The company evaluated subsequent events through the date the financial statements were issued and filed with this
Form10-Q. There were no subsequent events that required recognition or disclosure.

Item 3. Quantitative and qualitative disclosures about irket risk

We are exposed to the following concentrations of risk:

(a) Interest rate risk

As the Company has no significant interest-bearing assets, the Cor my’s income and operating cash flows are
substantially independent of changes in market interest rates.

The Company’s interest-rate risk arises from loans payable and short-term bank borrowings. The Company manages interest
rate risk by varying the issuance and maturity dates variable rate debt, limiting the amount of variable rate debt, and
continually monitoring the effects of market changes in interest rates. As of septemper 30, 2017, loans payable and
short-term bank borrowings were at fixed rates.

(b) Exchange rate risk



The reporting currency of the Company is USS, to date the majority of  revenues and costs are denominated in RMB and
a significant portion of the assets and liabilities are denominated in RMB. As a result. the Company is exposed to foreign
exchange risk as its revenues and results of operations may be affected by fluctuations in the exchange rate between
US$ and RMB. If RMB depreciates against USS$, the value of RMB revenues and assets as expressed in US$ financial
statements will decline. The Company does not hold any derivative or other financial instruments that expose to substantial
market risk.

(¢) Economic and political risks

The Company's operations are conducted in the PRC. Accordingly. the Company's business, financial condition and results
of operations may be influenced by the political, economic and legal environment in the PRC. and by the general state of the
PRC economy.

The Company's operations in the PRC are subject to special considerations and significant risks not typically associated
with companies in North America and Western Europe. These include risks associated with, among others, the political,
economic and legal environment and foreign currency exchange. The Company's results may be adversely affected by
changes in political and social conditions in the PRC. a1 sy changes in governmenta  licies with respect to laws and
regulations, anti-inflationary measures, currency conversion, remittances abroad, and rates and methods of taxation.

(d) Mining industry risks

The Company's mining operations are subject to extensive national and local governmental regulations in China, which
regulations may be revised or expanded at any time. Generally, compliance with these regulations requires the Company to
obtain permits issued by government regulatory agencies. Certain permits require periodic renewal or review of their
conditions. The Company cannot predict whether it will be able to obtain or renew such permits or whether material
changes in permit conditions will be imposed. The inability to obtain or renew permits or the imposition of additional
conditions could have a material adverse effect on the Company's ability to develop and operate its mines.

(e) Risk on changing price in gold

At present. the price of gold in the PRC is generally in line with the price of gold in the international market. There are
many factors influencing the price of gold in the international market, including the international economic situation (in
particular the economic situation in the US), petroleum prices. fluctuations in the exchange rates of the US$, fluctuations in
the stock and other financial investment markets and various political, military. social and economic contingencies. These
factors are beyond the control of the Company. Changes in the prices of the gold in the PRC and in the exchange rate of
Renminbi as a result of these may adversely affect the operating results of the Company. Under the relevant PRC laws and
regulations, hedging activities presently are not permitted in gold tracing in the PRC market. The Company has not been
involved in hedging transactions or any alternative measures to manage the potential price risk.

Item 4. Controls and procedures
Evaluation of Disclosure Controls and Procedures

In accordance with the rules required by the SEC for information requir to be disclosed, in this annual report, the
Company’s management evaluated. with the participation of the Company’< Principal Executive Officer and Principal
Financial Officer, the effectiveness and the operation of the Company’s dis sure controls and procedures. Based upon
their evaluation of these disclosure controls and procedures, Chief Executive Officer and Chief Financial Officer have
concluded that the Company’s disclosure controls and procedures were effective for accumulating recording, processing,
summarizing and communicating, to the Company’s management, to ensure timely decisions regarding disclosure
information needed within the time periods specified in the SEC rules and forms.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as such
term is defined in Exchange Act Rule 13a - 15(f). Our internal control system was designed to provide reasonable assurance
to our management and the Board of Directors regarding the preparation and fair presentation of published financial
statements. All internal control systems, no matter how well designed have inherent limitations. Therefore, even those
systems determined to be effective can provide only reasonable assurance with respect to financial statement preparation
a1 oresentation. Our management assessed the effectiveness of our internal control over financial reporting as of March 31
2018. In making this assessment, our management used the criteria set forth by the Committee of Sponsoring Organizations
of the Treadway Commission ("COSO") in Internal Control - Integrated Framework - Guidance for Smaller Public
Companies (the COSO criteria). Based on our assessment we believe that, as of March 31, 2018, our internal control over
financial reporting is effective based on those criteria.



This report does not include an attestation report by our independent registered public accounting firm, regarding internal
control over financial reporting. Management’s report was not subject to attestation by the Company’s independent
registered public accounting firm pursuant to temporary rules of the SEC that permits the Company to only provide
management’s report in this Form -Q.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting that occurred during the quarter ended March 31,
2018.that have materially affected. or are reasonably likely to materially affect, our internal control over financial reporting.



PART II
Item 1. Legal Proceedings
None.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
None
Item 6. Exhibits

(a) The following listed exhibits are filed as a part of this quarterly report:

The following exhibits marked with one asterisk have been omitted from this filing, are incorporated herein by this
reference and can be found in their entirety in our original Form S-1 regi  tion statement filed on July 2, 2010. The
following exhibits mark«  with two asterisks have been omitted in this filing, are incorporated herein by this reference and
can be found in their entirety in our Form S-1/A-1 filed on September 22, 2010. The following exhibits marked with three
asterisks have been omitted in this filing, are incorporated herein by this reference and car : found in their entirety in our
Form S-1/A-2 filed on October 26, 2010. All documents listed can be found on the SEC website at www.sec.gov under our
CIK Number 0001493893






