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Independent Auditor’s Report

To the Shareholders of Marlin Gold Mining Ltd.

We have audited the accompanying consolidated financial statements of Marlin Gold Mining Ltd., which
comprise the consolidated statements of financial position as at December 31, 2014 and 2013 and the
consolidated statements of loss, comprehensive loss, changes in shareholders’ equity and cash flows for
the year ended December 31, 2014 and for the thirteen month period ended December 31, 2013, and the
related notes, which comprise a summary of significant accounting policies and other explanatory
information.

Management’s responsibility for the consolidated financial statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated 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 consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated 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 consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Marlin Gold Mining Ltd. as at December 31, 2014 and 2013 and its financial performance and
its cash flows for the year ended December 31, 2014 and for the thirteen month period ended
December 31, 2013 in accordance with International Financial Reporting Standards.

Emphasis of matter
Without qualifying our opinion, we draw attention to Note 1 in the financial statements which describes
matters and conditions that indicate the existence of a material uncertainty that may cast significant doubt
about Marlin Gold Mining Ltd.’s ability to continue as a going concern.

signed “PricewaterhouseCoopers LLP”

Chartered Accountants



M A R L IN GO L D M IN IN G L T D.
CO N S O L IDAT ED S T A T EM EN T S O FFIN AN CIAL P O S IT IO N
(Expressed in Canadian dollars)
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Decem ber31,2014 Decem ber31,2013

$ $

AS S ET S

Current

Cash 683,951 8,268,765

Accountsreceivableandrefundabletaxes(N ote5) ********** 4,606,622 2,227,806

Duefrom relatedparty (N ote11 (b)) 63,889 -

Inventories(N ote6) 11,761,819 342,898

Investm entinsecurities(N ote9) 2,133,333 -

P repaidexpenses,andother 325,289 156,342

19,574,903 10,995,811

M ineralproperty,plantandequipm ent(N ote7) 44,735,445 26,408,988

R esourceproperty costs(N ote8) 3,358,371 10,196,441

L ong-term prepaidexpenses 4,176 17,960

67,672,895 47,619,200

L IA BIL IT IES

Current

Accountspayablesandaccruedliabilities 3,923,528 795,019

Duetorelatedparties(N ote11 (a)) 167,801 475,391

L oans(N ote15) 16,240,936 -

20,332,265 1,270,410

Deferredtax liability (N ote18) 2,999,563 2,615,300

P rovisionforreclam ationandrehabilitation(N ote13) 3,396,312 971,380

26,728,140 4,857,090

S HA R EHO L DER S 'EQ U IT Y

S harecapital(N otes1 and10(b)) 82,539,082 75,026,109

Contributedsurplus 10,896,076 10,896,076

Accum ulatedothercom prehensiveincom e 4,464,810 1,176,411

Deficit (56,955,213) (44,336,486)

40,944,755 42,762,110

67,672,895 47,619,200

Asat

N atureofoperationsandgoingconcern(N ote1)

ApprovedonbehalfoftheBoardofDirectors:

"AkibaL eism an" "JohnP ontius "
Director(Chairoftheauditcom m ittee) Director

T heaccom panyingnotesareanintegralpartoftheseconsolidatedfinancialstatem ents.



M A R L IN GO L D M IN IN G L T D.
CO N S O L IDAT ED S T A T EM EN T S O FL O S S
(Expressed in Canadian dollars)
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T w elvem onthsended T hirteenm onthsended

Decem ber31,2014 Decem ber31,2013

$ $

R evenue 2,435,492 -

CostofS ales

P roductioncosts(N ote17) 3,670,026 -

Depreciation,depletionandam ortization 258,673 -

3,928,699 -

Grossprofit/ (loss) (1,493,207) -

O peratingandA dm inistrativeExpenses

Accountingandlegal 908,136 667,863

Com m unicationsandinvestorrelations 147,709 107,757

De-recognitionofpayrolltax accrual - (468,163)

Directors'fees 55,789 73,603

Explorationexpenses 279,522 218,132

Generalofficeandrent 524,603 368,847

Im pairm entofresourceproperties(N ote8) 7,768,280 -

M anagem entandconsultingfees 534,374 366,250

S alaries,benefitsandbonuses 422,085 1,139,782

T ransferagentfeesandregulatory fees 75,909 82,245

T ravelandprom otion 87,085 44,729

W ritedow nofIVA - 270,579

O therexpensesand(incom e)

Foreignexchangegain (42,350) (267,150)

L ossonsaleandw riteoffofinvestm ents - 35,848

Accretionexpense 44,691 -

Interestandotherincom e (372,872) (124,674)

Interestexpense 498,945 -

L ossfortheperiod 12,425,113 2,515,648

Incom etax expense(N ote18) 193,614 2,615,300

L ossfortheperiod 12,618,727 5,130,948

Basicanddilutedlosspershare 0.17 0.12

W eightedaveragenum berofsharesoutstanding(N ote1) 72,364,660 43,135,191

T heaccom panyingnotesareanintegralpartoftheseconsolidatedfinancialstatem ents.



M A R L IN GO L D M IN IN G L T D.
CO N S O L IDAT ED S T A T EM EN T S O FCO M P R EHEN S IVE(IN CO M E)L O S S
(Expressed in Canadian dollars)
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T w elvem onthsended T hirteenm onthsended

Decem ber31,2014 Decem ber31,2013

$ $

N etlossfortheperiod 12,618,727 5,130,948

Item ssubjecttoreclassificationintostatem entofloss

Changeinfairvalueofavailable-for-salesecurities 1,146,201 10,000

R eclassificationtonetlossonrealizationofloss - (1,500)

R eclassificationtonetlossonw riteoffofinvestm ent - (34,200)

Cum ulativetranslationadjustm ent (4,434,600) (1,606,240)

O thercom prehensiveincom efortheperiod (3,288,399) (1,631,940)

Com prehensivelossfortheperiod 9,330,328 3,499,008

T heaccom panyingnotesareanintegralpartoftheseconsolidatedfinancialstatem ents.



M A R L IN GO L D M IN IN G L T D.
CO N S O L IDAT ED S T A T EM EN T S O FCHAN GES IN S HAR EHO L DER S ’ EQ U IT Y
(Expressed in Canadian dollars)
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N um berof

shares A m ount Deficit T otal

(N ote1) $ $ $ $ $

Balance,Decem ber1,2012 19,239,074 45,314,647 10,896,076 (455,529) (39,205,538) 16,549,656

Equity financing 48,759,929 30,005,427 - - - 30,005,427

S hareissuancecosts - (293,965) - - - (293,965)

O thercom prehensiveincom e - - - 1,631,940 - 1,631,940

N etloss - - - - (5,130,948) (5,130,948)

Balance,Decem ber31,2013 67,999,003 75,026,109 10,896,076 1,176,411 (44,336,486) 42,762,110

Equity financing 6,000,000 6,000,000 - - - 6,000,000

S hareissuancecosts - (32,753) - - - (32,753)

S haresissuedforservices 1,700,000 1,480,726 - - - 1,480,726

S haresissuedforS prottloan 100,000 65,000 - - - 65,000

O thercom prehensiveincom e - - - 3,288,399 - 3,288,399

N etloss - - - - (12,618,727) (12,618,727)
Balance,Decem ber31,2014 75,799,003 82,539,082 10,896,076 4,464,810 (56,955,213) 40,944,755

S hareholders'Equity

Contributed

surplus

A ccum ulated

other

com prehensive

incom e/ (loss)

T heaccom panyingnotesareanintegralpartoftheseconsolidatedfinancialstatem ents.



M A R L IN GO L D M IN IN G L T D.
CO N S O L IDAT ED S T A T EM EN T S O FCAS H FL O W S
(Expressed in Canadian dollars)
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T w elvem onthsended T hirteenm onthsended

Decem ber31,2014 Decem ber31,2013

$ $

Cashprovidedby (usedfor):

O perating A ctivities

N etlossfortheperiod (12,618,727) (5,130,948)

N on-cashitem s(N ote16) 8,564,845 2,741,307

(4,053,882) (2,389,641)

Changesinnon-cashw orkingcapital

Accountsreceivableandrefundabletaxes 1,562,667 (425,566)

S hort-tem investm ents,prepaidexpenses,andother (153,008) 27,626

Inventory (9,769,028) (342,898)

Accountspayableandaccruedliabilities 2,810,490 (185,596)

Duetorelatedparties (353,745) 431,701

(9,956,506) (2,884,374)

InvestingA ctivities

Changeinrefundabletaxes (3,644,984) (1,138,626)

Interestreceived 32,179 69,449

P urchaseofinvestm entsecurities (3,013,095) -

P urchaseofproperty,plantandequipm ent (12,392,397) (23,244,326)

L ong-term prepaidexpenses (4,176) -

(19,022,473) (24,313,503)

FinancingA ctivities

Com m onsharesissued,netofshareissuancecosts 5,967,247 29,711,462

L oans 15,431,716 -

Interestpaidonloans (167,125) -

21,231,838 29,711,462

N et(decrease)increase incash (7,747,141) 2,513,585

Cash-beginningofperiod 8,268,765 5,757,539

Exchangelossoncash 162,327 (2,359)

Cash-endofperiod 683,951 8,268,765

S upplem entaldisclosurew ithrespecttocashflow s(N ote16)

T heaccom panyingnotesareanintegralpartoftheseconsolidatedfinancialstatem ents.



M A R L IN GO L D M IN IN G L T D.
N O T ES T O T HE CO N S O L IDAT ED FIN AN CIAL S T A T EM EN T S
Forthetw elvem onthsendedDecem ber31,2014
(Expressed in Canadian dollars)
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1. N A T U R EO FO P ER A T IO N S A N D GO IN G CO N CER N

M arlin Gold M iningL td.(“ M arlin Gold” orthe “ Com pany” )isapubliccom pany listed on the T S X Venture
Exchange (“ T S X -V” ) under the sym bol“ M L N ” . T he Com pany isincorporated and dom iciled in British
Colum bia,Canada. T he addressof itsregistered and head office is250 -1199 W est HastingsS treet,
Vancouver,B.C.V6E 3T 5.T he Com pany isprim arily engaged in the exploration for,developm ent ofand
production ofgold in M exico and acquiring royalty stream ing agreem ents. T he Com pany’soperations
com priseonereportablesegm ent,explorationanddevelopm entofm ineralproperties.

In April2013,M arlin Gold changed itsfiscalyearend from N ovem ber30 to Decem ber31.T he change w as
m adetoallow theCom pany toprovideitscontinuousdisclosureinform ationonacom parablebasisw ithits
peergroup and to align itsyearend w ith theyearend ofO roGold de M exico S .A de C.V.,aw holly-ow ned
subsidiary thatcarriesontheprincipalbusinessofM arlinGold.

O n July 14,2014,the Com pany effected the consolidation ofallofitsissued and outstanding com m on
shareson the basisofone new com m on share forten previously issued and outstanding com m on shares
(the “ S hare Consolidation” ).Allshare and pershare am ountsin these consolidated financialstatem ents
havebeenadjustedretroactively toreflectthischange.

O nN ovem ber1,2014,theL aT rinidadm inecom m encedcom m ercialproduction.

T hese consolidated financialstatem entshave been prepared by m anagem ent on agoing concern basis,
w hich assum esthatthe Com pany w illbe able to realize itsassetsand discharge itsliabilitiesin the norm al
courseofbusinessfortheforeseeablefuture.T heCom pany incurred anetlossof$12,618,727 fortheyear
ended Decem ber31,2014 (thirteen m onthsended Decem ber31,2013 -$5,130,948).AsatDecem ber31,
2014,the Com pany had an accum ulated deficit of$56,955,213 and aw orking capitaldeficit of$757,362.
W hile the Com pany hascom m enced com m ercialproduction it hasnot yet generated positive cash flow s
from operations. S ubsequenttotheyearend,anadditional$3,763,796 (U S $3,000,000)w asobtained from
aterm facility (refertoN ote22)tofundcontinuedm iningactivitiesattheL aT rinidadm ineandhasentered
intoaprivateplacem enttoraisegrossproceedsof$8,750,000 (note22). InorderfortheCom pany tom eet
currentcashcom m itm entsoverthenexttw elvem onths,theCom pany isdependentongeneratingpositive
operatingcashflow ,renegotiatingtherepaym entdatesofitsloanspayable,collectingitsvalueaddedtaxes
(IVA)receivable orobtaining additionalfinancing. T he Com pany hasacontrolling shareholderw hich has
provided and backstopped $41,000,000 ofequity financingsand loansto date. How ever,there are no
assurancesthattheseinitiativesw illbesuccessfuland w hilem anagem entisconfidentthatfinancingw illbe
availablefrom theCom pany’scontrollingshareholder,w henand ifneeded,noassuranceshavebeengiven
to thateffect. A num beroffinancingalternativesincluding,butnotlim ited to,sellingan interestin one or
m ore ofitsproperties,entering in aloan orcom pleting an equity financing are being evaluated w ith the
objective offunding ongoing activitiesand obtaining additionalw orking capital. T hism atterindicatesthe
existence ofm aterialuncertaintiesthatcastsignificantdoubtaboutthe Com pany'sability to continue asa
goingconcern.

T hese consolidated financialstatem entsdo notinclude any adjustm entsrelating to the recoverability and
classification ofrecorded assetam ountsand classification ofliabilitiesthatm ightbe necessary should the
Com pany beunabletocontinueinexistence.S uchadjustm entscouldbem aterial.

T hese consolidated financial statem ents w ere approved by the board of directors for issue on
April30,2015.



M A R L IN GO L D M IN IN G L T D.
N O T ES T O T HE CO N S O L IDAT ED FIN AN CIAL S T A T EM EN T S
Forthetw elvem onthsendedDecem ber31,2014
(Expressed in Canadian dollars)
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2. S IGN IFICA N T A CCO U N T IN G P O L ICIES A N D CHA N GES IN A CCO U N T IN G P O L ICIES

Exceptforthe adoption ofnew accountingpolicieslisted in (q)to (u)below ,the Com pany hasconsistently
applied the follow ing accounting policies to all periods presented in these consolidated financial
statem ents.

(a) Basisofpresentation

T he consolidated financialstatem entshave been prepared in accordance w ith the International
FinancialR eporting S tandards(“ IFR S ” ) asissued by the InternationalAccounting S tandardsBoard
(“ IAS B” ).T he consolidated financialstatem entshave been prepared on agoing concern basis,under
the historicalcost convention,asm odified by financialassetscarried at fairvalue through other
com prehensiveincom e.

T heseconsolidated financialstatem entsareexpressed inCanadiandollarsand included theaccounts
ofM arlinGold M iningL td.and itssubsidiaries. S ubsidiariesareentitiesoverw hichtheCom pany has
control. T heCom pany controlsasubsidiary w henitisexposed,orhasrights,tovariablereturnsfrom
itsinvolvem entw ith the subsidiary and hasthe ability to affectthose returnsthrough itspow erover
itssubsidiary. T heCom pany’ssubsidiariesare:

N am eofsubsidiary R eferedtoas
P laceof

Incorporation

P roportionof

O w nership

Interest

P rincipalActivity

O roS ilverR esourcesL td. "O roS ilver" Canada 100% P arentofM ineraO roS ilver

O roGolddeM exico,S .A.deC.V. “ O roGolddeM exico” M exico 100% Holdsm ineralinterestsinM exico

M ineraO roS ilverdeM exico,S .A.deC.V. “ M ineraO roS ilver” M exico 100% Holdsm ineralinterestsinM exico

P restadoradeS ervicosZacatecas,S .A.deC.V. “ P restadora” M exico 100% P erform spayrollfunctionsinM exico

M ineraO rocuña,S .A.deC.V. “ O rocuña” M exico 100% DissolvedinM arch2013

Exploraciony DesarrolloM ineroO ro,S .A.deC.V. "EDM " M exico 100% Inactivecom pany inM exico

M arlinGoldT radingInc. “ M arlinGoldT rading” Barbados 100% Com m odity stream ingcom pany

M arlinGoldU S Corporation "M arlinU S " U S A 100% M anagem entservicescom pany

S ailfishR oyalty Corp. “ S ailfish” BritishVirginIslands 100% R oyalty /stream ingcom pany

All inter-com pany transactions, balances, revenue and expenses are elim inated in full on
consolidation.

(b) Foreigncurrency translation

T he Com pany’sfunctionaland reportingcurrency istheCanadian dollar.T he functionalcurrenciesof
itssubsidiariesare:

 O roS ilver– CanadianDollars;

 O roGolddeM exico,M ineraO roS ilver,M arlinGoldT rading,M arlinU S ,S ailfish– U S Dollars;

 P restadora,O rocuñaandEDM – M exicanP esos.



M A R L IN GO L D M IN IN G L T D.
N O T ES T O T HE CO N S O L IDAT ED FIN AN CIAL S T A T EM EN T S
Forthetw elvem onthsendedDecem ber31,2014
(Expressed in Canadian dollars)
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2. S IGN IFICA N T A CCO U N T IN G P O L ICIES A N D CHA N GES IN A CCO U N T IN G P O L ICIES (cont’d)

(b) Foreigncurrency translation(cont’d)

Determ ination offunctionalcurrency involvescertain judgm entsto determ ine the prim ary econom ic
environm ent and the parent entity reconsidersthe functionalcurrency ofitsentitiesifthere isa
change in eventsorconditionsw hich determ ined the prim ary econom icenvironm ent. T ransactions
in currenciesotherthan the functionalcurrency are recorded atthe ratesofexchange prevailing on
datesoftransactions.At the end ofeach reporting period,m onetary assetsand liabilitiesthat are
denom inated in foreign currencies are translated at the rates prevailing at that date. N on‐m onetary 
assetsand liabilitiescarried atfairvalue thatare denom inated in foreign currenciesare translated at
rates prevailing at the date w hen the fair value w as determ ined. N on‐m onetary item s that are 
m easuredinterm sofhistoricalcostinaforeigncurrency arenotretranslated.

T he financial statem ents of the M exican,U nited S tates,British Virgin Islands and Barbados
subsidiaries(“ foreign operations” )are translated into the Canadian dollarpresentation currency as
follow s:

 Assetsand liabilitiesare translated into the Canadian dollarusing exchange ratesprevailing at
theendofthereportingperiod.

 Incom e and expense item sare translated atthe average exchange ratesforthe period,unless
exchange ratesfluctuate significantly during that period,in w hich case the exchange ratesat
thedatesofthetransactionsareused.

 Exchange differencesare recognized in other com prehensive incom e and accum ulated in
equity.

Generally,foreign exchange gainsand lossesresulting from the settlem ent of foreign currency
transactions and from  the translation at year‐end exchange rates of m onetary assets and liabilities 
denom inated in currenciesother than an operation’sfunctionalcurrency are recognized in the
statem entofloss.

(c) Cashandcashequivalents

Cash and cash equivalentsinclude cash held in bank accountsand highly liquid investm entsw ith
originalm aturitiesofthreem onthsorless.



M A R L IN GO L D M IN IN G L T D.
N O T ES T O T HE CO N S O L IDAT ED FIN AN CIAL S T A T EM EN T S
Forthetw elvem onthsendedDecem ber31,2014
(Expressed in Canadian dollars)
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2. S IGN IFICA N T A CCO U N T IN G P O L ICIES A N D CHA N GES IN A CCO U N T IN G P O L ICIES (cont’d)

(d) Inventoriesandinventory valuation

Inventoriesarevalued atthelow erofaveragecostandnetrealizablevalue(“ N R V” ).Costsincurred in
bringingeachproducttoitspresentlocationandconditionisaccountedforasfollow s:

O re in processinventory consistsofstockpiled ore,ore on leach pads,crushed ore,and in-circuit
m aterial. Finishedm etalinventory consistsofgoldindoréaw aitingrefinem entorbullion.

O re in processand finished m etalcostsconsistofdirectproduction costsincluding m ining,crushing
and processing; site adm inistration costs; and allocated indirect costs,including depreciation and
am ortization ofproperty,plant and equipm ent.Inventory costsare charged to production costson
the basisofquantity ofm etalsold.T he Com pany regularly evaluatesand refinesestim atesused in
determ iningthe costscharged to production costsand costsabsorbed into inventory carryingvalues
based upon actualgold recoveriesand operating plans.N R V isthe estim ated selling price,lessthe
estim ated costsof com pletion and selling expenses. Any w rite-dow nsof inventory to N R V are
recordedascostofsalesintheconsolidatedstatem entofloss,exceptpriortocom m ercialproduction
in w hich case the am ountsare capitalized againstm ineconstruction and developm entcosts.Ifthere
isasubsequentincreaseinthevalueofinventories,thepreviousw rite-dow nstoN R V arereversed to
theextentthattherelatedinventory hasnotbeensold.

S uppliesand spare partsinventory consistsof consum ablesused in operations,such asfuel,
chem icals,reagentsand spare parts,w hich are valued at the low erofaverage cost and N R V and,
w here appropriate,lessaprovision forobsolescence.Costsinclude acquisition,freight and other
directly attributablecosts. N R V isestim atedbasedonreplacem entcosts.

(e) P roperty,plantandequipm ent

P roperty,plant and equipm ent are carried at cost,lessaccum ulated am ortization and accum ulated
im pairm ent losses. Cost com prisesthe fairvalue ofconsideration given to acquire an asset and
includesthedirectchargesassociated w ithbringingtheassettothelocationand conditionnecessary
forputting itinto use along w ith the future costofdism antling and rem oving the asset.W hen parts
ofan item ofproperty,plant and equipm ent have different usefullives,they are accounted foras
separateitem s(m ajorcom ponents)ofproperty,plantandequipm ent.

Costs relating to any producing m ineral interests are am ortized on a unit‐of‐production basis over the 
estim ated ouncesofgold.Costsincurred afterthe property isplaced into production that increase
productionvolum eorextendthelifeofam inearecapitalized.



M A R L IN GO L D M IN IN G L T D.
N O T ES T O T HE CO N S O L IDAT ED FIN AN CIAL S T A T EM EN T S
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2. S IGN IFICA N T A CCO U N T IN G P O L ICIES A N D CHA N GES IN A CCO U N T IN G P O L ICIES (cont’d)

(e) P roperty,plantandequipm ent(cont’d)

Am ortizationiscalculatedovertheusefullifeonadecliningbalancebasisasfollow s:
Building 10%
Equipm ent 20 -45%
P roducingm ineralinterest units-of-production,over estim ated proven and probable

reserves,resourcesorm etric
Vehicles 30%

R efer to note 2(p) for the Com pany’spolicy on am ortization of stripping costsincurred in the
productionphase.

(f) R esourceproperty costs

R esource property acquisition costsare capitalized. T hese include any cash consideration and
advance royaltiespaid,and the fairm arket value ofsharesissued,ifany,on the acquisition ofthe
resource property interest.P ropertiesacquired underoption agreem ents,w hereby paym entsare
m ade at the sole discretion ofthe Com pany,are recorded in the accountsw hen the paym entsare
m ade.Explorationandevaluationexpendituresareexpensedasincurred.

O ncethetechnicalfeasibility and com m ercialviability oftheextractionofresourcesfrom aparticular
m ineralproperty hasbeendeterm ined,resourceproperty acquisitioncostsaretestedforim pairm ent
and then reclassified to m ine propertiesw ithin property,plant and equipm ent and carried at cost
untilthe propertiesto w hich they relate are placed into com m ercialproduction,sold,abandoned or
determ inedby m anagem enttobeim pairedinvalue.

Ateach reportingdate,capitalized resource property acquisition costsexpendituresare assessed for
indicatorsofim pairm ent.W hereapotentialim pairm entisindicated,im pairm enttestsareperform ed
foreachareaofinterest,asdescribed inN ote2(h)oftheseconsolidated financialstatem ents.T othe
extentthatresourceproperty acquisitioncostsarenotexpected toberecovered,they arecharged to
profitorloss.

P roceedsfrom the sale ofpropertiesorcash proceedsreceived from option paym entsare recorded
asareductionoftherelatedresourceproperty costs.

(g) Im pairm ent

At each reporting period,m anagem ent review sallassetsforindicatorsofim pairm ent.Ifany such
indication exists,the recoverable am ount ofthe asset isestim ated to determ ine the extent ofthe
im pairm ent,ifany.T herecoverableam ountisthehigheroffairvaluelesscostsofdisposal(“ FVL CD” )
and value in use (“ VIU ” ).In assessing FVL CD,recentm arkettransactions(w here available)are taken
into account. Ifno such transactionscan be identified,an appropriate valuation m odelisused.In
assessing VIU ,the estim ated future cash flow sare discounted to theirpresentvalue using apre-tax
discount rate that reflectscurrent m arket assessm entsofthe tim e value ofm oney and the risks
specifictotheasset/cashgeneratingunit(“ CGU ” ).Iftherecoverableam ountoftheassetislessthan
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2. S IGN IFICA N T A CCO U N T IN G P O L ICIES A N D CHA N GES IN A CCO U N T IN G P O L ICIES (cont’d)

(g) Im pairm ent(cont’d)

itscarrying am ount,the carrying am ount ofthe asset isreduced to itsrecoverable am ount and the
im pairm ent lossisrecognized in profit orlossforthat period.Foran asset that doesnot generate
largely independent cash inflow s,the recoverable am ount isdeterm ined forthe CGU to w hich that
assetbelongs.

P astim pairm entsare also considered ateach reporting period and w here there isan indication that
an im pairm entlossm ay have decreased,the recoverable am ountiscalculated asoutlined above to
determ inetheextentoftherecovery.Iftherecoverableam ountoftheassetism orethanitscarrying
am ount,thecarryingam ountoftheassetisincreased to itsrecoverableam ountand theim pairm ent
lossisreversedintheprofitorlossforthatperiod.T heincreasedcarryingam ountduetoreversalw ill
not be m ore than w hat the depreciated historicalcost w ould have been ifthe im pairm ent had not
beenrecognized.

(h) S harecapital

Com m on sharesare classified asequity. T ransaction costsdirectly attributable to the issue of
com m on sharesare recognized asadeduction from equity. P roceedsfrom unit placem entsare
allocatedbetw eensharesandw arrantsissuedaccordingtotheirrelativefairvalue.

(i) S hare-basedpaym ents

T he Com pany grantsstock optionsto directors,officers,em ployeesand service consultants.Each
trancheinanaw ardisconsideredaseparateaw ardw ithitsow nvestingperiod.T heCom pany applies
the fair‐value m ethod of accounting for stock‐based com pensation and the fair value is calculated 
using the Black‐S choles option pricing m odel. 

S hare‐based com pensation for em ployees and others providing sim ilar services is determ ined based 
on the grant date fair value. S hare‐based com pensation for non‐em ployees is determ ined based on 
the fairvalue ofthe goodsorservicesreceived oroption granted m easured atthedate on w hichthe
Com pany obtainssuch goodsorservices.W hen such fairvalue cannot be estim ated reliably,fair
value ism easured based on the quoted m arketvalue ofthe Com pany’sshareson the date ofshare
issuance.

Com pensation expense isrecognized over each tranche’svesting period,in profit or lossor
capitalized asappropriate,based on the num berofaw ardsexpected to vest.T he num berofstock
options expected to vest is adjusted each reporting period. N o expense is recognized for stock‐based 
aw ardsthatdo notultim ately vest.Ifstockoptionsare ultim ately exercised,the applicable am ounts
ofcontributedsurplusaretransferredtosharecapital.
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2. S IGN IFICA N T A CCO U N T IN G P O L ICIES A N D CHA N GES IN A CCO U N T IN G P O L ICIES (cont’d)

(j) P rovisionforreclam ationandrehabilitation

An obligation to incur restoration, rehabilitation and environm ental costs arises w hen the
environm entaldisturbance iscaused by the exploration or developm ent of am ineralproperty
interest.S uchcostsarisingfrom thedism antling,rem ediationand ongoingtreatm entand m onitoring
ofam ine and othersite preparation w ork,discounted to theirnet present value,are provided for
and capitalized at the start of each project to the carrying am ount of the asset,along w ith a
corresponding liability assoon asthe obligation to incursuch costsarises.T he tim ing ofthe actual
rehabilitation expenditure isdependent on anum beroffactorssuch asthe life and nature ofthe
asset,the operation license conditionsand,w hen applicable,the environm ent in w hich the m ine
operates. Discount rates using a pre‐tax rate that reflects the tim e value of m oney and the risk 
associated w ith the liability are used to calculate the net present value.T hese costsare capitalized
and then charged against profit or lossover the econom ic life of the related asset,through
am ortization using either the unit‐of‐production or the straight line m ethod. T he corresponding 
liability isprogressively increased asthe effectofdiscounting unw indscreating afinance expense in
profitorloss.

Decom m issioningcostsare also adjusted ateach reportingdate forchangesin estim ates.T hese m ay
include revised expected cash flow s,the tim ing of the cash flow sand discount rate. T hose
adjustm entsare accounted forasachange in the corresponding capitalized cost,except w here a
reductionincostsisgreaterthantheunam ortizedcapitalized costoftherelated assets,inw hichcase
thecapitalized costisreduced toniland therem ainingadjustm entisrecognized inprofitorloss.T he
operations of the Com pany have been,and m ay in the future be,affected by changes in
environm entalregulations,includingthoseforsiterestorationcosts.

(k) L osspershare

L ossper com m on share iscalculated using the w eighted average num ber of com m on shares
outstanding. Diluted loss per share is not presented as it is anti‐dilutive. 

(l) Financialinstrum ents

Financialassets

T heCom pany classifiesitsfinancialassetsinthefollow ingcategories:Fairvaluethroughprofitorloss
(“ FVT P L ” ), held‐to‐m aturity (“ HT M ” ), loans and receivables, and available‐for‐sale (“ AFS ” ). T he 
classification dependson the purpose forw hich the financialassetsw ere acquired.M anagem ent
determ inesthe classification offinancialassetsat recognition.T he Com pany hasno financialassets
categorizedasFVT P L andHT M .
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2. S IGN IFICA N T A CCO U N T IN G P O L ICIES A N D CHA N GES IN A CCO U N T IN G P O L ICIES (cont’d)

(l) Financialinstrum ents(cont’d)

Financialassets(cont’d)

(i) L oans and receivables ‐ L oans and receivables are non‐derivative financial assets w ith fixed or 
determ inable paym entsthatare notquoted in an active m arket.T hey are classified ascurrent
assets or non‐current assets based on their m aturity date. L oans and receivables are carried at 
am ortized cost lessany im pairm ent. L oansand receivablesare com prised of cash and
receivables.

(ii) AFS  ‐ AFS  financial assets are non‐derivatives that are either designated as available‐for‐sale or 
not classified in any ofthe otherfinancialasset categories.Changesin the fairvalue ofAFS
financialassetsare recognized asothercom prehensive incom e and classified asacom ponent
ofequity.AFS assetsincludeinvestm entinsecurities.

(iii) Im pairm entoffinancialassets-T he Com pany assessesateach reportingdate w hetherthere is
objectiveevidencethatafinancialassetoragroupoffinancialassetsisim paired.Anevaluation
ism ade asto w hetheradecline in fairvalue is“ significant” or“ prolonged” based on indicators
suchassignificantadversechangesinthem arket,econom icorlegalenvironm ent.

Im pairm ent losseson financialassetscarried at am ortized cost are reversed in subsequent
periodsifthe am ount ofthe lossdecreasesand the decrease can be related objectively to an
eventoccurringaftertheim pairm entw asrecognized.

(iv) Derecognition offinancialassetsand liabilities: Financialassetsare derecognized w hen the
investm entsm ature orare sold,and substantially allthe risksand rew ardsofow nership have
been transferred.A financialliability isderecognized w hen the obligation underthe liability is
discharged,cancelled orexpired.Gainsand lossesonderecognitionarerecognized w ithinother
incom eandfinancecosts.

Financialliabilities

T he Com pany classifiesitsfinancialliabilitiesin the follow ing categories: FVT P L ,other financial
liabilities,and derivative financialliabilities.T he Com pany hasno financialliabilitiescategorized as
FVT P L .

(v) O ther financialliabilities-O ther financialliabilitiesare non-derivativesand are recognized
initially atfairvalue,netoftransactioncosts,and aresubsequently m easured atam ortized cost
using the effective interest m ethod.Any difference betw een the am ountsoriginally received,
netoftransactioncosts,and theredem ptionvalueisrecognizedinprofitorlossovertheperiod
tom aturity usingtheeffectiveinterestm ethod.
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2. S IGN IFICA N T A CCO U N T IN G P O L ICIES A N D CHA N GES IN A CCO U N T IN G P O L ICIES (cont’d)

(l) Financialinstrum ents(cont’d)

Financialliabilities(cont’d)

O therfinancialliabilitiesare classified ascurrent ornon-current based on theirm aturity date.
Financialliabilitiesinclude accountspayable,w hich are non-interestbearing,loans,and due to
relatedparties.

(vi) Derivatives-Derivativesare initially recognized at theirfairvalue on the date the derivative
contractisentered into and are subsequently re-m easured attheirfairvalue ateach reporting
periodw ithchangesinthefairvaluerecognizedinprofitorloss.

(m ) T axes

Deferredtaxes
Deferred tax isrecognized in respect oftem porary differencesbetw een the carrying am ountsof
assetsand liabilitiesforfinancialreporting purposesand the am ountsused fortaxation purposes.
Deferred tax isnotrecognized forthe initialrecognition ofassetsorliabilitiesin atransaction thatis
notabusinesscom binationandthataffectsneitheraccountingnortaxableprofitorloss.

Deferred tax ism easured at the tax ratesthat are expected to be applied to tem porary differences
w hen they reverse,based on the law sthat have been enacted or substantively enacted by the
reportingdate.

A deferred tax asset isrecognized for unused tax losses,tax creditsand deductible tem porary
differencesto the extentthatitisprobable thatfuture taxable profitsw illbe available againstw hich
they can be utilized.Deferred tax assetsare review ed ateach reportingdate and are reduced to the
extentthatitisnolongerprobablethattherelatedtax benefitw illberealized.

M iningtaxesandroyalties
M ining taxesand royaltiesare treated and disclosed ascurrent and deferred taxesifthey have the
characteristicsofan incom e tax.T hisisconsidered to be the case w hen they are im posed under
governm ent authority and the am ount payable iscalculated by reference to taxable incom e.
O bligationsarising from royalty arrangem entsand othertypesoftaxesthat do not satisfy these
criteriaarerecognizedascurrentprovisionsandincludedincostofsales.

Valueaddedtax (“ IVA ” )
IVA credit refundable isfrom the Governm ent of M exico and iscurrently calculated as16% of
expendituresin M exico.IVA refundsare review ed forim pairm entateach financialreporting date in
accordancew iththepolicy forim pairm entoffinancialassets.
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2. S IGN IFICA N T A CCO U N T IN G P O L ICIES A N D CHA N GES IN A CCO U N T IN G P O L ICIES (cont’d)

A doptionofnew accounting policies

T heCom pany hasadoptedthefollow ingnew accountingpolicieseffectiveJanuary 1,2014.

(n) S trippingcosts

Aspartofitsm iningoperations,theCom pany incursstrippingcostsduringboththedevelopm entand
production phase. S tripping costsincurred in the developm entphase ofam ine,before com m ercial
productioncom m ences,arecapitalized aspartofthecostofconstructingthem ineand subsequently
am ortized overitsusefullife using aunitsofproduction m ethod.S tripping costsincurred duringthe
production phase ofam ine are considered production costsand included in the cost ofinventory
produced during the period in w hich the stripping costsare incurred,unlessthe stripping activity
providesadditionalaccessto the ore to be m ined in the future,in w hich case the strippingcostsare
capitalized.S tripping costsincurred to prepare the ore body forextraction are capitalized asm ine
developm ent costs(pre-stripping).Capitalized stripping costsare am ortized on aunit-of-production
basisovertheprovenandprobablereservesofthecom ponenttow hichthey relate.

T hestrippingactivity assetisinitially m easuredatcost,w hichistheaccum ulationofcostsdirectly
incurredtoperform thestrippingactivity thatprovidesadditionalaccesstotheidentifiedcom ponent
ofore,plusanallocationofdirectly attributableoverheadcosts.

Ifthecostsoftheinventory producedandthestrippingactivity assetarenotseparately identifiable,
arelevantproductionm easureisusedtoallocatetheproductionstrippingcostsbetw eenthe
inventory producedandthestrippingactivity asset.T hisproductionm easureiscalculatedforthe
identifiedcom ponentoftheorebody andisusedasabenchm arktoidentify theextenttow hichthe
additionalactivity ofcreatingafuturebenefithastakenplace.T heCom pany usestheexpected
volum eofw asteextractedcom paredw iththeactualvolum eforagivenvolum eoforeproductionof
eachcom ponent.

T hestrippingactivity assetisaccountedforasanadditionto,oranenhancem entof,anexisting
asset,beingthem ineasset,andispresentedaspartofP roperty,plantandequipm entinthe
statem entoffinancialposition.T hisform spartofthetotalinvestm entintherelevantcash
generatingunit,w hichisreview edforim pairm entifeventsorchangesofcircum stancesindicatethat
thecarryingvaluem ay notberecoverable.

Econom ically recoverableresourcesareusedtodeterm inetheexpectedusefullifeoftheidentified
com ponentoftheorebody.T hestrippingactivity assetisthencarriedatcostlessdepreciationand
any im pairm entlosses.
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2. S IGN IFICA N T A CCO U N T IN G P O L ICIES A N D CHA N GES IN A CCO U N T IN G P O L ICIES (cont’d)

A doptionofnew accounting policies(cont’d)

(o) A ccountingforleviesim posedby governm ents

Effective January 1,2014,the Com pany hasadopted IFR IC 21: L evies(“ IFR IC 21” )w ith retrospective
application.IFR IC 21 providesguidanceontheaccountingforaliability topay alevy,ifthatliability is
w ithin the scope of IAS 37: P rovisions,Contingent L iabilitiesand Contingent Assets. L eviesare
im posed by governm entsin accordance w ith legislation and do notinclude incom e taxesorfinesor
otherpenaltiesim posedforbreachesoflegislation.T heinterpretationw asissuedtoaddressdiversity
inpracticearoundw hentheliability topay alevy isrecognized.

A liability to pay alevy isrecognized atthe date ofthe obligating event,w hich m ay be atapointin
tim eoroveraperiod oftim e.Anobligatingeventisthe activity thattriggersthepaym entofthelevy
asidentifiedby legislation.T hefactthatanentity iseconom ically com pelledtocontinuetooperatein
the future,or preparesitsfinancialstatem entson a going concern basis,doesnot create an
obligation to pay alevy. T he adoption ofIFR IC 21 had no im pact on the Com pany’sconsolidated
financialstatem ents.

(p) Borrow ingcosts

Borrow ingcostsareexpensed asincurredexceptw herethey aredirectly attributabletothefinancing
ofacquisition,constructionordevelopm entofqualifyingassetsrequiringasubstantialperiod oftim e
to prepare fortheirintended future use.Interestiscapitalized up to the date w hen substantially all
theactivitiesnecessary topreparetheassetforitsintendedusearecom plete.

(q) R evenuerecognition

R evenue from the sale ofm etalsisrecognized w hen the significant risksand rew ardsofow nership
have passed to the buyer;itisprobable thateconom icbenefitsassociated w ith the transaction w ill
flow to the Com pany; the sale price can be m easured reliably; the Com pany hasno significant
continuinginvolvem ent;and the costsincurred orto be incurred inrespectofthetransaction can be
m easured reliably.P roceedsfrom salesofpre-com m ercialproduction are recorded asareduction of
property plantandequipm ent.R evenueism easuredatthefairvalueoftheconsiderationreceivedor
receivable.
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3. R ECEN T A CCO U N T IN G P R O N O U N CEM EN T S

T he IAS B issued the follow ing new orrevised pronouncem entsthat m ay affect the Com pany’sfuture
financialstatem ents.

IFR S 9: FinancialInstrum ents(“ IFR S 9” ): T hisstandard replacesthe current IAS 39: FinancialInstrum ents
R ecognition and M easurem ent.T he standard introducesnew requirem entsforclassifying and m easuring
financialassetsand liabilities.T heeffectiveim plem entationdateofIFR S 9 isJanuary 1,2018.T heCom pany
iscurrently evaluatingtheim pactonthefinancialstatem ents.

IFR S 15:R evenuefrom Contractsw ithCustom ers(“ IFR S 15” ):T hisstandardreplacesIAS 11:Construction
Contracts,IAS 18: R evenue and IFR IC 13: Custom erL oyalty P rogram m es.T hisstandard outlinesasingle
com prehensivem odelforentitiestoaccountforrevenuearisingfrom contractsw ithcustom ers.T helatest
date ofm andatory im plem entation ofIFR S 15 isJanuary 1,2017.T he Com pany hasnotyetevaluated the
im pactontheconsolidatedfinancialstatem ents.

4. KEY S O U R CES O FES T IM A T IO N U N CER T A IN T Y A N D CR IT ICA L A CCO U N T IN G JU DGEM EN T

T he preparation ofthese consolidated financialstatem entsrequiresm anagem ent to m ake judgem ents,
estim atesand assum ptionsthat affect the application ofaccounting policiesand reported am ountsof
assetsand liabilities,incom e and expenses. T he estim atesand associated assum ptionsare based on
historicalexperienceand variousotherfactorsthatarebelieved tobereasonableunderthecircum stances,
the resultsofw hich form the basisofm akingthe judgem entsaboutcarryingvaluesofassetsand liabilities
thatarenotreadily apparentfrom othersources.Actualresultsm ay differfrom theseestim ates.

Estim atesand underlying assum ptionsare review ed at each period end.R evisionsto accounting estim ates
arerecognizedintheperiodinw hichtheestim atesarerevisedandinany futureperiodsaffected.

S ignificantareasrequiringtheuseofm anagem entestim atesincludeassum ptionsand estim atesrelatingto
determ iningresources,therecoverability ofIVA receivable,theinventory valuation,includingestim ationof
m etalscontained and assum ptionsofm etalpricesexpected toberealized w henthem etalsarerecovered;
the recoverability of the carrying value of the investm ent in itsm ineralinterests,asset im pairm ent
analyses,the m easurem ent ofprovisionsforasset retirem ent obligations,including the estim ation ofthe
reclam ation and rehabilitation costs,tim ing ofexpenditures,the im pactofchangesin discountrates,and
changesin environm entaland regulatory requirem ents,the provision forincom e tax liabilities,deferred
incom etaxesandassessingandevaluatingcontingencies.
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4. KEY S O U R CES O FES T IM A T IO N U N CER T A IN T Y A N D CR IT ICA L A CCO U N T IN G JU DGEM EN T (cont’d)

Actualresultscould differfrom these estim ates. O utlined below are som e ofthe areasw hich require
m anagem enttom akesignificantestim atesandassum ptionsindeterm iningcarryingvalues.

Estim atedrecoverableresources
M ineralresourceestim atesarebased onvariousassum ptionsrelatingtooperatingm atters,including,w ith
respecttoproductioncosts,m iningand processingrecoveriesand cut-offgrades.Costestim atesarebased
on feasibility study estim atesor operating history. Estim atesare prepared by appropriately qualified
persons,butw illbe im pacted by forecasted com m odity prices,inflation rates,exchange rates,capitaland
production costsand recoveriesam ongst other factors. Estim ated recoverable resourcesare used to
determ ine the depreciation ofproperty,plant and equipm ent at operating m ine sites,in accounting for
deferred strippingcosts,inperform ingim pairm enttestingand forforecastingthetim ingofthepaym entof
decom m issioning and restoration costs. T herefore,changesin the assum ptionsused could im pact the
carrying value ofassets,depreciation and im pairm ent chargesrecorded in profit orlossand the carrying
valueofthedecom m issioningandrestorationprovision.

Deferredincom etaxes
T he determ ination ofincom e tax expense and deferred incom e tax involvesjudgm entand estim atesasto
the future taxable earnings,expected tim ing of reversalsof deferred tax assetsand liabilities,and
interpretation of law sin the countriesin w hich the Com pany operates. T he Com pany issubject to
assessm entsby tax authoritiesw ho m ay interpretthe tax law differently.Changesin these estim atesm ay
m aterially affectthefinalam ountofdeferredincom etaxesorthetim ingoftax paym ents.

Im pairm entofnon-currentassets
At each reporting date,the Com pany review sitsnon-current assetsto determ ine w hetherthere are any
indicationsof im pairm ent. Calculating the estim ated recoverable am ount for the non-current asset
im pairm ent testsrequiresm anagem ent to m ake estim atesand assum ptionsw ith respect to estim ated
recoverableresources,estim ated futurecom m odity prices,theexpected futureoperatingand capitalcosts
and discount rates.Changesin any ofthe assum ptionsorestim atesused in determ ining the recoverable
am ountcouldim pacttheim pairm entanalysis.

R eclam ationandrem ediationprovisions
R eclam ation and rem ediation provisionsrepresent the present value ofestim ated future costsforthe
reclam ationoftheCom pany’sm inesand properties.T heseestim atesincludeassum ptionsastothecostof
services,tim ingofthereclam ationw orktobeperform ed,inflationrates,exchangeratesand interestrates.
T heactualcosttoreclaim am inem ay vary from theestim ated am ountsbecausethereareuncertaintiesin
factorsused toestim atethecostand potentialchangesinregulationsorlaw sgoverningthereclam ationof
am ine.M anagem ent periodically review sthe reclam ation requirem entsand adjuststhe liability asnew
inform ationbecom esavailableandw illassesstheim pactofnew regulationsandlaw sasthey areenacted.
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4. KEY S O U R CES O FES T IM A T IO N U N CER T A IN T Y A N D CR IT ICA L A CCO U N T IN G JU DGEM EN T (cont’d)

Criticaljudgem ents

Inventory
T he Com pany’sm anagem ent m akesestim atesofthe am ount ofrecoverable ouncesin w ork-in-process
inventory w hich isused in the determ ination ofthe costofgoodssold duringthe period.Changesin these
estim atescan resultin achange in the carrying am ountofinventoriesand m ine operating costsoffuture
periods.T heCom pany m onitorstherecovery ofgoldouncesfrom theleachpadandm ay refineitsestim ate
based on these results.Assum ptionsused in inventory valuation include tonnesm ined,gram sofgold per
tonne,recovery rate based on the type ofore placed on the leach pad,assaysofore tonnes,solutionsand
goldoncarbon,am ongothers.

Im pairm entindicators
Criticaljudgem ent w asapplied on the assessm ent ofim pairm ent indicatorsforthe Com pany’sproperty
plantand equipm ent,investm entin securitiesand resource property costs.M anagem entdeterm ined that
therew asanim pairm entindicatorattheyearend and thereforecom pleted anim pairm entassessm entfor
the L aT rinidad CGU . T he recoverable am ountw asdeterm ined asthe FVL CD usingadiscounted cash flow
m odel. T hedeterm inationofFVL CD usesL evel3 valuationtechniques.

T hedeterm inationofFVL CD includesthefollow ingkey applicableassum ptions:
-Goldpriceperounce:U S $1,275
-O peratingandcapitalcostsbasedontheresourcereportandestim atedforecasts
-P roductionvolum eandrecoveriesasindicatedinthelife-of-m ineplan

M anagem ent’sim pairm ent evaluation did not result in the identification ofan im pairm ent lossasat
Decem ber31,2014.

During the first quarterof2013,the Com pany reclassified the L aT rinidad property costsfrom R esource
property coststo P roperty,plant and equipm ent. In m aking the reclassification decision,m anagem ent
assessed the technicalfeasibility and com m ercialviability ofthe project and concluded that the T aunus
deposit can be technically developed to apoint w here it can extract the resourcesdisclosed underthe
P relim inary Econom ic Assessm ent (“ P EA” ) assum ptionsw hich are prelim inary in nature and include
inferred resources. M anagem ent refined the inform ation contained in the P EA by consulting technical
advisors, selecting and engaging established m ining contractors, and hiring key construction and
m anagem entstafftooverseetheconstructionoftheproject.Further,theCom pany attained surfacerights
andreceivedtheenvironm entalperm itfrom theM exicanauthoritiesw hichallow edthecom m encem entof
construction and developm ent of the T aunus deposit under M exican m ining law . T hus, upon
m anagem ent’srecom m endation,theboard ofdirectorsoftheCom pany approved thedevelopm entofthe
T aunusdeposit. Asaresult,the Com pany began construction during the first quarter of 2013 and
accordingly reclassified the T rinidad property costsfrom R esource property coststo P roperty,plant and
equipm ent. Im m ediately priorto the reclassification the Com pany perform ed an im pairm ent test on the
aboveassetandconcludedthattherew asnoim pairm ent.
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4. KEY S O U R CES O FES T IM A T IO N U N CER T A IN T Y A N D CR IT ICA L A CCO U N T IN G JU DGEM EN T (cont’d)

Criticaljudgem ent(cont’d)

Com m ercialproduction
Criticaljudgem ent w asapplied in determ ining w hen the m ining property iscapable ofoperating at levels
intended by m anagem ent P riorto am ine being capable ofoperating atlevelsintended by m anagem ent,
costsincurred are capitalized aspart ofthe costsofthe related m ining propertiesand proceedsfrom
m ineralsalesareoffsetagainstcostscapitalized.Depletionofcapitalizedcostsform iningpropertiesbegins
w hen the m ine iscapable ofoperatingatlevelsintended by m anagem ent. T he L aT rinidad m ine achieved
com m ercialproductioneffectiveN ovem ber1,2014.

Im pairm entforavailable-for-salem arketablesecurities
T he Com pany follow sthe guidance ofIAS 39 to determ ine w hen an available-for-sale equity investm entis
im paired. T hisdeterm ination requiressignificant judgm ent. In m aking thisjudgm ent,the Com pany
evaluates,am ongotherfactors,the duration ofand extentto w hich the fairvalue ofan investm entisless
than itscarrying value;and the financialhealth ofand short term businessoutlookofinvestee,including
factorssuchasindustry and sectorperform ance,changesintechnology and operationaland financingcash
flow .

Investm entinGoldenR eignR esourcesL td.(“ GoldenR eign” )
M anagem ent hasassessed the levelofinfluence that the Com pany hason Golden R eign and determ ined
that it doesnot have significant influence despite having board representation. Consequently,the
investm enthasbeenclassifiedasam arketablesecurity.

S trippingcosts
S ignificant judgem ent isrequired to identify and define these com ponents,and also to determ ine the
expected volum es(e.g.,in tonnes) of w aste to be stripped and ore to be m ined in each of these
com ponents.

Judgem ent isalso required to identify asuitable production m easure to be used to allocate production
stripping costsbetw een inventory and any stripping activity asset(s)foreach com ponent.T he Com pany
considersthat the ratio ofthe expected volum e (e.g.,in tonnes)ofw aste to be stripped foran expected
volum e (e.g.,in tonnes)ofore to be m ined foraspecificcom ponentofthe ore body,isthe m ostsuitable
productionm easure.

Furtherm ore,judgem entsand estim atesare also used to apply the unitsof production m ethod in
determ iningthedepreciablelivesofthestrippingactivity asset(s).
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5. A CCO U N T S R ECEIVA BL EA N D R EFU N DA BL ET A X ES

Decem ber31,Decem ber31,

2014 2013

$ $

Valueaddedtaxes(IVA) 4,558,695 1,877,824
(1)

S onoran R esourcesL L C (N ote11) - 327,903

O ther 47,927 22,079

4,606,622 2,227,806

(1)S onoranR esourcesL L C becam earelatedparty onFebruary 25,2014.R efertoN ote11.

IVA creditrefundableisfrom theGovernm entofM exicoand iscurrently calculatedas16% ofexpenditures
inM exico.

S ubsequenttoDecem ber31,2014,theCom pany receivedIVA ofapproxim ately $1,170,000.

6. IN VEN T O R IES

Decem ber31,

2014

Decem ber31,

2013

$ $

O reinprocess 8,675,520 -

Finishedm etalinventory 1,913,884 -

S uppliesandspareparts 1,172,415 342,898

11,761,819 342,898

O n Decem ber31,2014,ore in processand finished m etalinventory w asrecorded at N R V. T he Com pany
recordedaw ritedow ntoN R V of$819,281.
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7. M IN ER A L P R O P ER T Y,P L A N T A N D EQ U IP M EN T

Cost: $ $ $ $ $ $

Balance,N ovem ber30,2012 - - 9,339 413,129 95,541 518,009

N etAdditions - 24,162,273 - 918,189 363,064 25,443,526

Balance,Decem ber31,2013 - 24,162,273 9,339 1,331,318 458,605 25,961,535

N etAdditions - 16,672,281 - 397,266 103,370 17,172,917

R eclassification(1) 40,834,554 (40,834,554) -

Balance,Decem ber31,2014 40,834,554 - 9,339 1,728,584 561,975 43,134,452

A ccum ulateddepreciation:

Balance,N ovem ber30,2012 - - (1,014) (342,812) (54,728) (398,554)

Depreciationfortheperiod - - (945) (172,669) (42,730) (216,344)

Balance,Decem ber31,2013 - - (1,959) (515,481) (97,458) (614,898)

Depreciationfortheperiod (927,346) - (873) (453,409) (133,813) (1,515,441)

Balance,Decem ber31,2014 (927,346) - (2,832) (968,890) (231,271) (2,130,339)

Cum ulativetranslationadjustm ents:

N ovem ber30,2012 - - (248) (2,014) (4,322) (6,584)

Decem ber31,2013 - 1,035,111 392 19,985 6,863 1,062,351

Balance,Decem ber31,2014 3,591,685 - 1,346 128,445 9,856 3,731,332

N etbookvalue:

N ovem ber30,2012 - - 8,077 68,303 36,491 112,871

Decem ber31,2013 - 25,197,384 7,772 835,822 368,010 26,408,988

Balance,Decem ber31,2014 43,498,893 - 7,853 888,139 340,560 44,735,445

M ineP roperty Vehicles T otal

M ineconstruction

anddevelopm ent

costsBuilding Equipm ent

(1) T he L a T rinidad m ine com m enced production on N ovem ber 1,2014,all m ine construction and
developm entcostshavebeenreclassifiedtom ineproperty.

M ineConstructionandDevelopm entCosts
T rinidadA rea

T heT rinidad areaislocatedinS inaloa,M exicoand iscom prised of9 concessionsofw hich6 areow nedand
3 areoptionedtotheCom pany asfollow :

DonP aulinoAgreem ent

Certain concessions,including the T rinidad areaconcessions,N ancy,S antaCesiliaand L aP oderosa,are
subject to an option to purchase agreem ent originally dated February 9,2006,(asam ended)(the “ Don
P aulinoAgreem ent” ).P ursuanttotheDonP aulinoAgreem ent,theCom pany hastheoptiontopurchaseall
the concessionsw ithin nine yearsin consideration ofan aggregate paym entofU S $600,000 and the grant
ofa0.5% to1.5% netsm elterroyalty (“ N S R ” )payableuponexerciseoftheoptionandoncetheCom pany
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7. P R O P ER T Y,P L A N T A N D EQ U IP M EN T (cont’d)

M ineConstructionandDevelopm entCosts(cont’d)

T rinidadA rea(cont’d)

hasrecovered itsinitialinvestm entorthe m ine hasbeen in production for2 years.T he N S R consideration
w illbe 0.5% ifthe price perounce ofgold islessthan U S $400;1% ifthe price isgreaterthan U S $400 but
lessthanU S $499.99;andpriceperounceofgoldislessthanU S $400;1% ifthepriceisgreaterthanU S $400
butlessthan U S $499.99;and 1.5% ifthe price isequalorgreaterthan U S $500.T heN S R can be purchased
by theCom pany forU S $1,000,000.

During the yearended Decem ber31,2014 the Com pany m ade aU S $150,000 paym ent bringing the total
paidtoU S $430,000 pursuanttothisagreem ent.

T he next and finalpaym ent in the am ount ofU S $170,000 isdue on M arch 22,2015.Currently,at the
requestoftheoptionholder,m anagem entisam endingthepaym entterm s.

O n N ovem ber1,2014,the Com pany determ ined that the L aT rinidad m ine had achieved com m ercial
production.

Follow ingisadetailed breakdow n ofm ine construction and developm entcosts.

A satandforthe13

m onthperiodended A dditions

A satandforthe

yearended

Decem ber31,2013 Decem ber31,2014 Decem ber31,2014

$ $ $

Constructioncosts 17,587,182 2,288,756 19,875,938

M inecosts 4,597,182 3,051,943 7,649,125

Deferredstrippingcosts - 4,932,351 4,932,351

P rovisionforreclam ationandrehabilitation 966,837 2,183,451 3,150,288

Capitalizedborrow ingcosts - 784,792 784,792

P re-com m ercialproductionloss - 3,262,474 3,262,474

R eclassificationfrom resourceproperty costs 742,717 - 742,717

P roperty acquisitioncosts 268,355 168,514 436,869

24,162,273 16,672,281 40,834,554

Foreignexchangetranslation 1,035,111 2,556,574 3,591,685

25,197,384 19,228,855 44,426,239

Depreciation - (927,346) (927,346)

T otalM ineConstruction& Developm entCosts 25,197,384 18,301,509 43,498,893
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8. R ES O U R CEP R O P ER T Y CO S T S

ElR osario T rinidad ElCom pas T otal

$ $ $ $

Balance-Decem ber31,2013 340,950 - 9,855,491 10,196,441

Acquisition - - - -

W ritedow nofproperty acquisitioncosts - - (7,768,280) (7,768,280)

M ineralproperty costsfortheperiod - - (7,768,280) (7,768,280)

Foreignexchangetranslation 42,611 - 887,599 930,210

Balance-Decem ber31,2014 383,561 - 2,974,810 3,358,371

ElR osario T rinidad ElCom pas T otal

$ $ $ $

Balance-N ovem ber30,2012 310,122 742,717 9,207,140 10,259,979

R eclassificationtom ine& developm entcosts - (742,717) - (742,717)

Acquisition - - - -

M ineralproperty costsfortheperiod - (742,717) - (742,717)

Foreignexchangetranslation 30,828 - 648,351 679,179

Balance-Decem ber31,2013 340,950 - 9,855,491 10,196,441

(a) ElCom pasArea

T heElCom pasarea,subdivided in2 properties,islocated inthestateofZacatecas,M exicoand consists
of24 ow ned concessionsand 1 concession application. S ix concessionsw ithin the ElCom pasArea(the
“ Altiplano property” ) are subject to a3% N S R royalty payable on production,halfofw hich can be
purchasedby theCom pany forU S $1,500,000.

O n Decem ber31,2014,m anagem ent concluded no furtherexploration orevaluation w asplanned for
thisproperty and an im pairm entprovision of$7,768,280 w asrecorded againstthe carrying am ountof
ElCom pas.T heestim ated recoverableam ountofElCom pasw asbased onm anagem ent’sbestestim ate
ofthe fairvalue lesscostsofdisposalasatDecem ber31,2014 based upon interestexpressed by third
partiesand in situ values. T hisrepresentsalevel3 fairvalue m easurem ent.T he key assum ptionsto
w hichthisestim ateissensitiveincludesthetotalestim ated ouncesofgold and silverand theestim ated
valueperounce.

(b) ElR osarioArea

T heElR osarioareaincludestheCim arronandS anIsidroproperties.

Cim arron

O n N ovem ber30,2011,the Com pany and DFX Exploration L td.(“ DFX ” ),entered into ajoint venture
agreem ent forthe Com pany’s100% ow ned Cim arron property w hich w assubsequently transferred to
Goldplay deM exicoS A deCV.(“ Goldplay” ).
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8. R ES O U R CEP R O P ER T Y CO S T S (cont’d)

(b) ElR osarioArea(cont’d)

O n April30,2014,the joint venture agreem ent w asam ended to extend the acquisition tim efram e of
the initial80% interestby incurring$3,000,000 inexploration expendituresfrom N ovem ber30,2014 to
June 30,2016 w ith an autom atic extension to N ovem ber30,2016,only ifGoldplay incurscertain
additionalexpenditures,asdefined,on the Cim arron property betw een April30,2014 and June 30,
2016.In addition,Goldplay m ay acquire therem aining20% interestin the Cim arron property by paying
M arlin Gold $5 m illion in cash or,atthe election ofGoldplay,in sharesprovidingthey are listed on the
T S X Venture Exchange orT oronto S tock Exchange w ithin six m onthsofthe initialexercise ofthe 80%
interest.T he Com pany w illretain a1% N S R orthe right to acquire certain underlying third party N S R s
from any futureproductionfrom theoptionedproperty.

9. IN VES T M EN T IN S ECU R IT IES

O n July 10,2014,the Com pany acquired ow nership of 21,333,333 com m on shares(the “ Acquired
S hares” )ofGolden R eign representing approxim ately 18.51% ofthe issued and outstanding com m on
sharesofGolden R eign atthe acquisition date. T he Acquired S haresw ere purchased ataprice of$0.15
perAcquired S hare,foraggregategrossproceedsof$3,200,000.

Concurrent w ith the purchase ofthe Acquired S hares,the Com pany and Golden R eign entered into a
U S $15,000,000 (the “ P urchase P rice“ ) Gold S tream ing Arrangem ent (the “ Arrangem ent” ) for the
construction and developm ent ofGolden R eign’sS an Albino gold deposit,located in N uevaS egovia,
N icaragua. T heP urchaseP riceisonly dueonceaprelim inary costassessm entreporthasbeenprovided
forthe developm ent ofthe Golden R eign’sS an Albino gold deposit and hasbeen approved by S ailfish.
U pon execution ofthe Agreem ent,S ailfish earned afacilitation fee of$266,439 (U S $250,000)w hich is
included in interestand otherincom ein thestatem entofnetloss.

U nderthe Arrangem ent,the Com pany’sw holly-ow ned subsidiary,S ailfish,w illbe entitled to purchase
40% ofgold production from the S an Albino gold deposit,atU S $700 pertroy ounce,subjectto a1% per
yearcost escalation beginning three yearsfrom com m ercialproduction,untilS ailfish recoversU S $19.6
m illion. T hereafter,S ailfish w illbe entitled to purchase 20% ofgold production at U S $700 pertroy
ounce and issubject to a 1% per year cost escalation beginning three yearsfrom com m ercial
production,plus50% of the price differentialabove U S $1,200 per troy ounce subject to certain
adjustm ents.

P riorto com m ercialproduction S ailfish w illbe entitled to receive an 8% sem i-annualcoupon paym ent
on the P urchase P rice and Golden R eign w illbe required to m ake m inim um m onthly paym entsof
U S $282,800 perm onthw hencom m ercialproduction com m ences.

T he investm ent in Golden R eign isclassified asavailable-for-sale and m easured at fair value w ith
changesin fairvalue recognized in othercom prehensive incom e. Forthe yearended Decem ber31,
2014,theCom pany recorded alossof$1,146,201 inothercom prehensiveloss.
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10. S HA R ECA P IT A L A N D CO N T R IBU T ED S U R P L U S

(a) Authorized -U nlim ited num berofcom m onsharesw ithno parvalue.

(b) Issued sharecapitalisasfollow s:

(i) O n Decem ber15,2014,the Com pany issued 1,700,000 com m on sharesofthe Com pany to a
m iningcontractorinlieu of$1,480,726 (U S $1,270,355)servicesprovided.

(ii) O n N ovem ber14,2014,the Com pany issued 100,000 com m on sharesofthe Com pany to S prott
in lieu ofaw aiverto the S prottL oan (referto N ote 15(a)).T he fairvalue ofthe com m on shares
w as$0.65,percom m onshare,determ inedusingtheissuedateclosingprice

(iii) O n July 14,2014,the Com pany effected the consolidation ofallofitsissued and outstanding
com m onsharesonthebasisofonenew com m onsharefortenpreviously issuedandoutstanding
com m onshares.

(iv) O n M ay 30,2014,the Com pany com pleted anon-brokered private placem ent equity financing
com prised of1,000,000 com m onshares(10,000,000 pre-S hareConsolidation)forgrossproceeds
of$1,000,000. T heCom pany didnotpay any brokerorfinder’sfees. S hareissue costsof$6,678
w ereincurred.

(v) O n April22,2014,the Com pany com pleted anon-brokered private placem ent equity financing
w ith W exford S pectrum T rading L im ited (“ W S T ” )and W exford CatalystT rading L im ited (“ W CT ” )
(together the “ W exford Funds” ),existing shareholdersof the Com pany,issuing 4,000,000
com m on shares(40,000,000 pre-S hare Consolidation) to W S T ,and 1,000,000 com m on shares
(10,000,000 pre-S hareConsolidation)toW CT ,forgrossproceedstotheCom pany of$5,000,000.

O n anon-diluted basisand aftergiving effect to the above offering,W exford Funds’ ow nership
percentage hasincreased from 79.42% to approxim ately 79.74% ofthe Com pany’sissued and
outstanding com m on shares.T he Com pany did notpay any brokerorfinder’sfees. S hare issue
costsof$25,750 w ereincurred.

(vi) O n M arch 27,2013,the Com pany com pleted arightsoffering (the “ First R ightsO ffering” )
pursuanttow hichtheCom pany’sshareholders,includingitslargestshareholdersW exfordFunds,
exercised rightsto acquire 20,192,063 com m on shares(201,920,635 pre-S hare Consolidation)of
the Com pany underboth the basic subscription privilege and the additionalsubscription.T he
Com pany issued an aggregate of 18,751,540 com m on shares (187,515,406 pre-S hare
Consolidation)forgrossproceedsof$15,001,232.

(vii) O n August13,2013 the Com pany closed asecond rightsoffering (the “ S econd R ightsO ffering” ).
T he shareholdersofthe Com pany,including the W exford Funds,exercised rightsto acquire
33,516,415 com m on shares(335,164,159 pre-S hare Consolidation)ofthe Com pany underboth
the basicsubscription privilege and the additionalsubscription privilege.T he Com pany issued an
aggregate of 30,008,389 com m on shares (300,083,896 pre-S hare Consolidation) for gross
proceedsof$15,004,195.
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10. S HA R ECA P IT A L A N D CO N T R IBU T ED S U R P L U S (cont’d)

(b) S tockoptions

T he Com pany hasashare option plan foritsem ployees,directors,officersand consultants.T he
plan providesforthe issuance ofincentive optionsto acquire up to atotalof10% ofthe issued and
outstanding com m on sharesofthe Com pany.T he exercise price ofeach option shallnot be less
than the m inim um prescribed am ountallow ed underthe T S X Venture.T he optionscan be granted
foram axim um term of5 yearsw ithvestingprovisionsifdeterm ined by theCom pany.

T hecontinuity ofincentive stockoptionsissued and outstandingisasfollow s:

N um berof
O ptions

W eightedA verage
ExerciseP rice

$
O utstanding,N ovem ber30,2012 781,625 2.50
Forfeitedduringperiod (64,000) 3.60
Expiredduringperiod (20,500) 5.50

O utstanding,Decem ber31,2013 697,125 2.30
Expiredduringperiod (189,500) 2.68
O utstanding,Decem ber31,2014 507,625 2.18

N ooptionsw eregrantedorvestedduringtheyearendedDecem ber31,2014.

AsofDecem ber31,2014 thefollow ingoptionsw ereoutstandingand vested:

R angeofExercise
P rices

N um berofO ptions
O utstandingand

Exercisable

W eightedA verage
R em aining

ContractualL ife
(Years)

W eightedA verage
ExerciseP rice

$L ow – High
$

1.10 – 1.40 355,000 1.99 1.37
2.80 – 4.20 97,000 0.82 3.73
4.40 – 6.40 55,625 0.22 4.64

507,625 1.57 2.18
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10. S HA R ECA P IT A L A N D CO N T R IBU T ED S U R P L U S (cont’d)

(c) S hareP urchaseW arrants

T hecontinuity ofsharepurchasew arrantsgrantedandoutstandingisasfollow s:

N um berof
W arrants

W eighted
A verage
Exercise

P rice
$

O utstanding,N ovem ber30,2012 5,908,707 3.00
Expiredduringtheperiod (1,957,672) 5.00

O utstanding,Decem ber31,2013 3,951,035 2.00
Expiredduringtheperiod (3,951,035) 2.00
O utstanding,Decem ber31,2014 - -

11. R EL A T ED P A R T IES

(a) Key m anagem entcom pensation

During the yearended Decem ber31,2014,the follow ing com pensation w aspaid and accrued to key
m anagem ent.T hiscom pensation isincluded in exploration costs,adm inistrative costsand in m ine
constructionanddevelopm entcosts.

Key m anagem entcom prisesdirectorsand executive officers. T he com pensation to key m anagem ent
w asasfollow s:

T w elvem onthsended

Decem ber31,2014

T hirteenm onthsended

Decem ber31,2013

S hort-term em ploym entbenefits

Directors $ 55,789 $ 63,333

S eniorm anagem ent 680,967 1,107,842

T otal $ 736,756 $ 1,171,175

Am ountsdue to key m anagem ent asat Decem ber31,2014 w ere $167,801,and asat Decem ber31,
2013 w ere$475,391.
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11. R EL A T ED P A R T IES (cont’d)

(b) R elated party transactions

T heCom pany enteredintothefollow ingrelatedparty transactions:

 During the yearended Decem ber31,2014,feesrelating to m anagem ent,geological,and m ining
consulting services of $602,879 (U S $545,098) (2013 ‐ U S $ N il) w ere charged by a private com pany 
controlled by tw o directorsofthe Com pany viaan interm ediate corporation.T he chargesare
expensed orcapitalized to m ineralpropertiesasappropriate.During the yearended Decem ber
31,2014,$270,811 (U S $238,479)w asoffset against the am ountsdue from S onoran R esources
L L C (“ S onoran” )(seebelow ).Am ountspayableasatDecem ber31,2014 w ere$N il(Decem ber31,
2013 ‐ $N il). 

 O n Decem ber15,2013 the Com pany lent U S $300,000 to S onoran.T he loan w asevidenced by
w ay ofaprom issory note w hich bearsinterest at arate of10% perannum to be accrued daily,
com pounded sem i-annually. O n Decem ber15,2014,the Com pany revised the repaym entterm s
andnow thebalanceispayableondem and.

Duringthequarterended M arch31,2014 S onoranbecam earelated party astw oofitsprincipals
becom e directorsofthe Com pany,and asaconsequence the Com pany re-classified the am ounts
duefrom S onoranfrom accountsreceivableandrefundabletaxestoduefrom relatedparties.

DuringtheyearendedDecem ber31,2014,thefollow ingtransactionstookplace:

Yearended
Decem ber31,2014

Balanceoutstanding,beginningofperiod 327,903
Foreignexchange 12,969
Cashreceived (5,474)
R elatedpartiesinvoices,offset (284,204)
Directorfees,offset (21,057)
Interestreceivable 33,752

Balanceoutstanding,endofperiod 63,889

(c) T ransactionsw ithcontrollingshareholder

O nApril22,2014,theCom pany closedanon-brokeredprivateplacem ent(“ P rivateP lacem ent” )equity
financing w ith the W exford Funds,existing shareholdersof the Com pany. T he Com pany issued
5,000,000 com m on sharesat apurchase price percom m on share of$1.00 forgrossproceedsof
$5,000,000.T heCom pany did notpay any brokerorfinderfeesnorissued any w arrantsinconnection
w iththeP rivateP lacem ent. AlsorefertoN ote9 (a)(ii).

Duringthe yearended Decem ber31,2014,the W exford Fundsloaned the Com pany U S $6,000,000.
(R efertoN otes15 and 21).
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12. CO M M IT M EN T S

O n April29,2010 the Com pany extended the office prem ise’slease term foran additionalperiod ofthree
yearsand nine m onthsto be effective untilM ay 31,2015.O n M ay 1,2012,the Com pany entered into an
additionaloperating lease from July 1,2012 to June 30,2016.T he m onthly lease paym entsinclude rent,
operatingcostsand property taxes.AsofDecem ber31,2014 theaggregateleasecom m itm entstoJune30,
2016 are $214,201. M arlin Gold subletsthree of itsofficesto independent com paniesreducing the
Com pany’sportiontoapproxim ately 23% ofthetotalleasecom m itm ents.

13. R ECL A M A T IO N A N D R EHA BIL IT A T IO N O BL IGA T IO N S

T he provision forenvironm entalreclam ation and rehabilitation asat Decem ber31,2014 is$3,396,312
(Decem ber31,2013 -$971,380).T he expected tim ing ofcash flow sin respectofthe provision isbased
on the estim ated life ofthe m ining operation.T he provision w asdeterm ined using adiscount rate of
1.38% (2013 – 1.75% )and an estim ated cash outflow scom m encingin 4 years(2013 -5 years)forthe L a
T rinidad property.

$

Balance-Decem ber1,2012 -

N ew provisionsforreclam ationandrehabilitation 950,354

Accretionexpense 16,483

Cum ulativetranslationadjustm ent 4,543

Balance-Decem ber31,2013 971,380

N ew andchangesinestim atetoprovisionsforreclam ationandrehabilitation 2,183,451

Accretionexpense 44,691

Cum ulativetranslationadjustm ent 196,790

Balance-Decem ber31,2014 3,396,312

14. CO N T IN GEN CY

O n August 13,2014 the Com pany received notice that recently appointed com m ittee m em bersofthe
com m unity of M aloya,M exico,are challenging the legitim acy of the Com pany’ssurface rightsand
occupation agreem ent. T he Com pany prepared aresponse to the notice of claim and standsby the
legitim acy ofthe agreem ent and w illvigorously defend against thisclaim .Asat Decem ber31,2014,the
Com pany determ ined aprovision w asnot required forthism atter,asit hasassessed that an outflow of
econom icresourcesisnotprobable.
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15. L O A N S

Decem ber31,2014 Decem ber31,2013

S prottL oan 9,376,578$ -$

W exfordL oanA 3,384,058$ -$

W exfordL oanB 3,480,300$ -$

16,240,936$ -$

(a) S prottL oan

O nM ay 14,2014,theCom pany entered intoacreditfacility w ithS prottR esourceL endingP artnership
(“ S prott” )for$10,000,000 (the “ S prott L oan” ).T he S prott L oan bearsinterest at arate of10% per
annum ,payable m onthly and issecured againstallofthe assetsofthe Com pany and the m ajority of
theassetsofitssubsidiaries.How ever,theconditionsoftheS prottL oanallow forthesharesofS ailfish
to be distributed by M arlin Gold to itsshareholderson apro-ratabasis. T he S prott L oan w illbe
payable in fullon orbeforeO ctober31,2015,subjectto certain prepaym entconditions. In the event
the Com pany repaysthe balance outstanding before O ctober31,2015,the Com pany isrequired to
pay the equivalent of not lessthan six m onthsof interest on the am ount so prepaid,including
paym entsof interest m ade prior to the prepaym ent of the S prott L oan. Also,in the event the
Com pany sellsan asset forcash in excessof$1,000,000 orcom pletesan equity financing forgross
proceedsofm orethan$1,000,000 suchproceeds,lessallow abledeductions,aretobeused toreduce
thebalanceow ingtoS protttotheextenttheassetsaleorequity financingcausestheCom pany’scash
balancetoexceed$1,000,000.

S prottw aspaid abonusintheam ountof$500,000 and M edalistCapitalL td.w aspaid afinder’sfeein
the am ount of $200,000 in connection w ith the S prott L oan. T he Com pany also paid S prott a
structuring fee of$200,000. T he Com pany hasrecorded borrow ing costsof$1,015,276 that are
directly attributable to securing the S prott L oan,against the balance ofthe debt and w illam ortize
these feesand calculated interest using an effective interest rate of19.19% . During the yearended
Decem ber31,2014,the Com pany recorded interest expense of$994,598 relating to the L oan,of
w hich$713,243 hasbeencapitalized tom ineconstructionand developm entcostsaspartofqualifying
m iningpropertiesandtherem ainingbalanceof$281,355 w asexpensedinthestatem entofloss.

O nN ovem ber14,2014,theCom pany issued 100,000 com m onsharesoftheCom pany toS prottinlieu
ofreceivingaw aiverfrom S prottL oanonreceivingtheW exfordL oanB funds(see(b)below ).

T heS prottL oancontainscertainfinancialcovenants,includingarequirem enttom aintainatalltim esa
m inim um w orking capitalof$2,000,000 and an unrestricted cash and cash equivalent balance of
$1,000,000,w ith gold bullion on hand included in the definition ofcash and cash equivalents. T he
Com pany isincom pliancew ithallcovenantsasatDecem ber31,2014.

T he term softhe S prottL oan also requiresthe Com pany to seekw ritten consentpriorto undertaking
certainactivities,includingbutnotlim ited topaym entofdividends,obtainingadditionalorrepaym ent
ofindebtedness,disposalofm aterialassetsandpurchaseofsecurities.
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15. L O A N S (cont’d)

(b) W exford L oan

O nS eptem ber9,2014,theCom pany enteredintoaterm facility w iththeW exfordFundsfor
U S $3,000,000 (the“ W exfordL oanA” ). W exfordL oanA bearsinterestatarateof15% perannum ,
payableonthedateofthefirstdraw dow nandisnotsecured. W exfordL oanA w illbepayableinfull
onorbeforeM arch7,2015. T heCom pany isrequiredtom akepaym entsonW exfordL oanA from any
fundsreceivedfrom :(i)theIVA refund;and(ii)proceedsofany equity financing,subject,inthecaseof
any equity financingthatseparately ortogetherw ithany otherequity financingsexceedC$1,000,000,
toreceiptofw aiverfrom S prottundertheS prottL oan. During2014,IVA refundsofapproxim ately
$1,800,000 w erereceived,tow hichtheW exfordFundsw aivedtheirrighttoreceivepaym ent.

O nS eptem ber10,2014,U S $3,000,000 w asdraw ndow nonthefacility and interestpayableby w ay of
an originalissue discount ofU S $225,000 w aspaid. T he Com pany hasrecorded the interest paid
against the balance ofthe debt and w illam ortize the interest using an effective interest rate of
17.34% . Forthe yearended Decem ber31,2014,the Com pany incurred interestexpense of$155,490
relating to W exford L oan A,of w hich $71,553 hasbeen capitalized to m ine construction and
developm entcostsaspartofqualifying m ining propertiesand the rem aining balance of$83,937 w as
expensed in the statem entofloss.O n M arch7,2015,the Com pany and theW exford Fundsagreed to
revisetherepaym entterm softheW exfordL oanA andnow thebalanceispayableondem and.

O n N ovem ber13,2014,an additionalU S $3,000,000 w asborrow ed by the Com pany (the “ W exford
L oan B” ).T he W exford L oan B bearsinterestatarate of15% perannum ,payable in fullon orbefore
N ovem ber13,2015. T he Com pany hasaccrued interest of$68,652 on the W exford L oan B,allof
w hichw asexpensedinthestatem entofloss.

16. S U P P L EM EN T A L DIS CL O S U R EW IT H R ES P ECT T O CA S H FL O W S

T w elvem onthsended

Decem ber31,2014

T hirteenm onthsended

Decem ber31,2013

T hesignificantnon-cashinvesting transactionsconsistedof:

Changein property,plantand equipm entincluded inaccounts

payableandaccruedliabilities 1,824,870$ 297,450$

Accretionofborrow ingcostsincludedtheinthecreditfacility 433,944$ -$

T otalinterestpaid 602,741$ -$
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16. S U P P L EM EN T A L DIS CL O S U R EW IT H R ES P ECT T O CA S H FL O W S (cont’d)

T w elvem onthsended

Decem ber31,2014

T hirteenm onthsended

Decem ber31,2013

N on-cashitem s:

Accretionexpense 44,691$ -$

Interestexpense 498,945$ -$

Depreciation,depletionandam ortization 270,503$ 20,413$

Deferredincom etax (reversal) 97,574$ 2,615,300$

Interestduefrom relatedparty (62,882)$ -$

Interestandotherim com e (266,439)$ -$

Im pairm entofm ineralproperties 7,768,280$ -$

U nrealizedforeignexchange 214,173$ (131,236)$

L ossonsaleandw ritedow nofinvestm ent -$ 35,700$

W ritedow nofIVA -$ 270,579$

T otalnon-cashitem s 8,564,845$ 2,810,756$

17. P R O DU CT IO N CO S T S

T w elvem onthsended

Decem ber31,2014

T hirteenm onthsended

Decem ber31,2013

M ining,crushingandconveying,andprocessing 4,689,855$ -$

M inegeneralandadm inistrative 591,051$ -$

L aboratory 76,106$ -$

R efining 8,334$ -$

S ellingexpensesandsilvercredits 37,064$ -$

M iningtax 51,074$ -$

Changeininventory (1,783,458)$ -$

3,670,026$ -$
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18. IN CO M ET A X EX P EN S EA N D DEFER R ED T A X ES

(a) A reconciliation ofincom e tax provision com puted at Canadian statutory ratesto the reported
incom e tax provisionisprovided asfollow s:

T w elvem onths

endedDecem ber31,

2014

T hirteenm onths

endedDecem ber31,

2013

L ossfortheperiod $ (12,425,113)$ (2,515,648)

Canadianstatutory tax rate 26.0% 25.1%

Incom etax benefitcom putedatstatutory rates $ (3,230,529)$ (630,660)

Effectofchangeanddifferenceintax rates $ (441,126)$ (191,014)

O ther $ (12,171)$ (481,342)

Capitalandnon-capitallossesduetochangeofcontrol $ - $ 4,046,062

M iningroyalty $ 230,793 $ 2,615,300

P erm anentdifferences $ 2,592,037 $ 12,554

Changeindeferredtax assetsnotrecognized $ 1,054,610 $ (2,755,600)

Incom etax expense(recovery) $ 193,614 $ 2,615,300
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18. IN CO M ET A X EX P EN S EA N D DEFER R ED T A X ES (cont’d)

(b) T he tax effected item sthat give rise to significant portionsofthe deferred incom e tax assetsand
deferred incom etax liabilitiesarepresented below :

T w elvem onths

endedDecem ber31,

2014

T hirteenm onths

endedDecem ber31,

2013

Deferredtaxassets

T ax valueoverbookvalueofinvestm ents $ 149,000 $ 4,400

T ax valueoverbookvalueofequipm ent $ 245,100 $ 24,900

N on-capitallossescarriedforw ard $ 8,836,700 $ 4,685,300

T ax valueoverbookvalueofassetretirem entobligation $ 1,018,900 $ 144,200

Bookvalueovertax valueofinventories $ 182,137 $ -

S pecialm iningroyalty deduction $ 835,800 $ 784,600

T ax valueoverbookvalueofshareissuecosts $ 365,400 $ 232,500

O thertax valuesoverbookvalues $ 87,400 $ -

T otaldefereedtax assets $ 11,720,437 $ 5,875,900

Deferredtax assetsnotrecognized $ (10,815,700) $ (4,188,800)

N etdeferredtax assets $ 904,737 $ 1,687,100

Deferredtaxliabilities

Bookvalueovertax valueofresourceproperties $ (552,500)$ (1,687,100)

S pecialm iningroyalty $ (2,997,200)$ (2,615,300)

Bookvalueovertax vauesofloans $ (341,900)$ -

O therbookvaluesovertax values $ (12,700)$ -

N etdeferredtax liabilities $ (3,904,300) (4,302,400)

N etdeferredtax assets(liabilities) $ (2,999,563)$ (2,615,300)
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18. IN CO M ET A X EX P EN S EA N D DEFER R ED T A X ES (cont’d)

(c) T he Com pany recognizestax benefitson lossesorotherdeductible am ountsgenerated in countries
w here it is probable the Com pany w ill generate future taxable incom e. T he Com pany’s
unrecognized deductible tem porary differencesand unused tax lossesforw hich no deferred tax
assetisrecognized consistofthefollow ingam ounts:

T w elvem onths

endedDecem ber31,

2014

T hirteenm onths

endedDecem ber31,

2013

T ax valueoverbookvalueofinvestm ents $ 149,000 $ 4,400

T ax valueoverbookvalueofequipm ent $ 245,100 $ 24,900

N on-capitallossescarriedforw ard $ 9,133,000 $ 2,998,200

T ax valueoverbookvalueofassetretirem entobligation $ - $ 144,200

S pecialm iningroyalty deduction $ 835,800 $ 784,600

T ax valueoverbookvalueofshareissuecosts $ 365,400 $ 232,500

O thertax valueoverbookvalue $ 87,400 $

U nrecognizeddeductibletem porary differences $ 10,815,700 $ 4,188,800

T heCom pany’sunused non-capitallossesexpireasfollow s:

YearofExpiry Canada M exico Barbadian U nitedS tates

2016 -$ 457,000$ -$ -$

2017 -$ 4,107,000$ -$ -$

2018 -$ 8,455,000$ -$ -$

2019 -$ 1,559,000$ -$ -$

2020 -$ 2,519,000$ -$ -$

2021 -$ 2,447,000$ -$ -$

2022 -$ 387,000$ 20,000$ -$

2023 -$ 4,356,000$ 47,000$ -$

2033 1,857,000$ -$ -$ -$

2034 3,633,000$ -$ -$ 244,000$

T otal 5,490,000$ 24,287,000$ 67,000$ 244,000$
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19. M A N A GEM EN T O FFIN A N CIA L R IS K

(a) O verview

T he Com pany hasexposure to credit risk,liquidity risk and m arket risk from itsuse offinancial
instrum ents. T hisnote presentsinform ation aboutthe Com pany'sexposure to each ofthese risks,
the Com pany'sobjectives,policiesand processesfor m easuring and m anaging risk,and the
Com pany'sm anagem ent of capital. T he Board of Directorshasoverallresponsibility for the
establishm entand oversightoftheCom pany'sriskm anagem entfram ew ork.

(b) FairValueofFinancialInstrum ents

Financialinstrum entsm ust be classified at one of three levelsw ithin a fair value hierarchy
according to the relative reliability ofthe inputsused to estim ate theirvalues.T he three levelsof
thehierarchy areasfollow s:

 L evel1:U nadjusted quoted pricesin activem arketsforidenticalassetsorliabilities;

 L evel2: Inputsotherthan quoted pricesthat are observable forthe asset orliability either
directly orindirectly;and

 L evel3:Inputsthatarenotbased onobservablem arketdata.

T he carrying values,fairm arket values,and fairvalue hierarchicalclassification ofthe Com pany’s
financialinstrum entsareasfollow s:

Investm ent in securitiesism easured using level1. T he L oansare classified asother financial
liabilitiesand are carried at am ortized cost. T he fairvalue ofallotherfinancialinstrum ents,other
than m arketable securitiesw hich are carried atfairvalue,approxim atestheircarryingvalue due to
theirshort-term m aturity orcapacity ofprom pt liquidation. How ever,due to going concern risk
thefairvalue ofaccountspayableand accrued liabilitiesislessthan carryingvalue.

T he Com pany doesnot have any financialinstrum entsthat are m easured using level2 orlevel3
inputs.

During the yearended Decem ber31,2014 there w ere no transfersbetw een level1,level2 and
level3 classified assetsand liabilities.

(c) CreditR isk

Credit risk isthe risk ofpotentiallossto the Com pany ifacustom erorthird party to afinancial
instrum ent fails to m eet its contractual obligations. T he Com pany's credit risk is prim arily
attributable to cash held by Canadian,Am erican,Barbadian,and M exican financial entities,
advancesto acontractorand accountsreceivable from S onoran.AsatDecem ber31,2014,$92,809
w asadvanced to am ining contractor,thisam ount w illbe offset against future m ining servicesto
be provided to the Com pany. T he carrying am ount offinancialassetsrecorded in the financial
statem entsrepresentsthe Com pany’sm axim um exposureto creditrisk.
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19. M A N A GEM EN T O FFIN AN CIA L R IS K (cont’d)

(c) CreditR isk(cont’d)

T he Com pany lim itsitsexposure to credit risk on liquid financialassetsthrough investing itscash
and cash equivalentsw ith high-credit quality financialinstitutions. T he Com pany haslim ited its
exposure tocreditriskon theadvancestoacontractorand theam ountduefrom arelated party by
dealingw ithreputableindividuals.

(d) L iquidity R isk

L iquidity riskisthe riskthat the Com pany w illnot be able to m eet itsfinancialobligationsasthey
falldue. T he Com pany m anagesliquidity risk by forecasting cash flow sfrom operationsand
anticipated investing and financing activitiesand through the m anagem entofitscapitalstructure.
Accountspayable and accrued liabilitiesof$3,923,528 are due in the firstquarteroffiscal2015,a
$9,376,578 loan payable isdue on O ctober31,2015,a$3,384,058 (U S $3,000,000)loan payable is
now payable on dem and and a$3,480,300 (U S $3,059,178)loan payable isdue on N ovem ber13,
2015.AlsorefertoN ote1.

(e) M arketR isk

(i) ForeignCurrency R isk

Foreign exchange risk isthe risk arising from changesin foreign currency fluctuations. T he
Com pany operatesin m ore than one country. Asa result,a portion of the Com pany’s
expenditures,am ountsreceivable,accountspayable and accrualsare denom inated in U .S .
Dollarsand M exican P esosand are therefore subject to fluctuation in exchange rates.Asat
Decem ber 31,2014 a 5% change in the exchange rate betw een the U .S . dollar and the
Canadian Dollarw ould result in anet lossofapproxim ately $104,000 and a5% change in the
exchange rate betw een the M exican peso and the Canadian Dollarw ould resultin anetlossof
approxim ately $179,000. T he Com pany doesnot use any derivative instrum entsto reduce its
exposuretofluctuationsinforeigncurrency rates.

(ii) InterestR ateR isk

T he interest rate risk refersto the risk that the fairvalue orfuture cash flow sofafinancial
instrum ent w illfluctuate because ofchangesin m arket interest rates.Despite the fact that all
short-term depositsare accruing interest at fixed rates,the risk that the Com pany w illsuffera
decline in the fairvalue ofthe short-term depositsasaresultofincreasesin globalinterestrates
islim ited because these investm entsare realizable upon request. T he Com pany’sexposure to
interestrateriskontheL oansislim itedastheinterestratesarefixed.

(iii) O therP riceR isk

O therpriceriskistheriskthatthefuturecashflow sofafinancialinstrum entw illfluctuatedueto
changesin m arket prices,otherthan those arising from currency risk orinterest rate risk.T he
Com pany’sinvestm entinsecuritiesiscarriedatm arketvalueandisthereforedirectly affectedby
fluctuationsin the m arket value ofthe underlying securities.T he Com pany’ssensitivity analysis
suggeststhata10% change in m arketpricesw ould have no m aterialim pacton the value ofthe
Com pany’sinvestm entinsecurities.
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20. S EGM EN T IN FO R M A T IO N

Asat Decem ber 31,2014,the Com pany hastw o businesssegm ent,the production of gold and
exploration ofresources. T he Com pany’sprincipalproduct isgold doré w ith the refined gold bullion
sold in the L ondon spot m arket by the subsidiary in Barbados. T he gold doré isproduced at the L a
T rinidad m ine in M exico. Allof the Com pany’ssignificant non-current assetsare distributed by
geographiclocationsasfollow s:

A sat

M ineralproperty,

plantand

R esource

property costs

M ineralproperty,

plantandequipm ent

R esource

property costs

M exico 44,708,705$ 3,358,371$ 26,374,303$ 10,196,441$

Canada 24,616$ -$ 34,685$ -$

U S A 2,124$ -$ -$ -$

T otal 44,735,445$ 3,358,371$ 26,408,988$ 10,196,441$

Decem ber31,2014 Decem ber31,2013

21. CA P IT A L M A N A GEM EN T

T he Com pany m anagesand adjustsitscapitalstructure based on available fundsin orderto supportits
operationsand the acquisition,exploration and developm ent of m ineralproperties. T he Com pany
considersitscapital under m anagem ent to consist of cash and cash equivalents,share capital,
contributed surplusand debt.T he Com pany m anagesthe capitalstructure and m akesadjustm entsin
lightofchangesineconom icconditionsand theriskcharacteristicsoftheCom pany’sassets.

T he Com pany’sobjectivesofcapitalm anagem entare intended to ensure the entity’sability to support
the Com pany’snorm aloperating requirem entson an ongoing basis,continue the developm ent and
exploration ofitsm ineralproperties,and supportany expansionary plans.

T o effectively m anage the entity’scapitalrequirem ents,the Com pany hasin place aplanning and
budgeting processto help determ ine the fundsrequired to ensure the Com pany hasthe appropriate
liquidity to m eet its operating and grow th objectives. T he Com pany m ay finance acquisition,
developm entand exploration activity through cash flow sfrom operations,jointventuresand by raising
additionaldebtorsharecapitalw henm arketconditionsaresuitable.

M anagem ent review sitscapitalm anagem ent approach on an ongoing basisand believesthat this
approach,given therelativesizeoftheCom pany,isreasonable.

T here w ere no changesin the Com pany’sapproach to capitalm anagem ent during the year ended
Decem ber31,2014. AlsorefertoN ote1.
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22. EVEN T A FT ER T HER EP O R T IN G P ER IO D

Exceptasdisclosedelsew hereintheseconsolidatedfinancialstatem entsthefollow ingeventoccurredafter
thereportingperiod:

(a) W exford Fundsloaned an additional$3,763,796 (U $3,000,000) (“ W exford L oan C” ) w ith the
follow ingterm s:interestaccrued at15% perannum w itham aturity dateofN ovem ber13,2015.

(b) T he Com pany entered into an agreem ent w ith Com m onw ealth S ilver and Gold M ining Inc.
(“ Com m onw ealth” ),aprivately held entity,w hereby the Com pany w illacquire,in an allcash
transaction,allthe issued and outstanding com m on sharesof Com m onw ealth by w ay of a
statutory planofarrangem entundertheCanadaBusinessCorporationsA ct(the“ Arrangem ent” ).

Com m onw ealth is the current ow ner of the Com m onw ealth S ilver and Gold P roject (the
“ Com m onw ealth P roject” ) in Cochise County,Arizona,U S A.T he totalconsideration payable to
Com m onw ealth shareholdersisapproxim ately $7,400,000.

T he Com pany hasagreed to pay approxim ately $1,300,000 in Com m onw ealth liabilitiesand
assum e a$2,550,000 bridge loan that w asprovided to Com m onw ealth by affiliatesofW exford
Funds. Follow ing com pletion of the Arrangem ent,M arlin w illow n 100% of the issued and
outstanding Com m onw ealth S haresand allsecuritiesconvertible into Com m onw ealth S haresw ill
havebeencancelled.

A specialm eeting ofCom m onw ealth shareholdersto considerthe Arrangem ent (the “ M eeting” )
w illbe called by Com m onw ealth.T he Arrangem ent requiresapprovalby holdersof66 2/3% of
the Com m onw ealth S haresand approvalby holdersof66 2/3% ofthe Com m onw ealth S haresand
outstanding Com m onw ealth w arrants to purchase Com m onw ealth S hares (together, the
“ Com m onw ealth S ecurities” ).T he Arrangem ent w illalso be subject to the approvalofthe T S X -V
and the S uprem e Court of British Colum bia. In addition,the Arrangem ent w illbe subject to
approvalby S prott underthe term softhe credit facility and certain custom ary conditionsand
relevantregulatory approvals.T heArrangem entisexpected toclosein m id-M ay 2015.

Aspartofthe Arrangem ent,the Com pany agreed to advance Com m onw ealth abreakaw ay fee of
$400,000 (paid).

(c) T he Com pany hasentered into a subscription agreem ent for a private placem ent w ith the
W exford Fundsin the am ount of$8,750,000 for15,625,000 com m on sharesofthe Com pany.
U pon com pletion,thisw illincrease theirow nership to 81.63% . U nderthe term softhe S prott
credit facility,equity financingsgreaterthan $1,000,000 triggerrepaym ent ofthe loan w ith the
proceeds,after setting aside the portion required to m aintain unrestricted cash and cash
equivalentsof$1,000,000.T he Com pany iscurrently in negotiationsw ith S prott w ith respect to
therepaym entrequirem ent.


