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Dear Shareholders:
You are cordially invited to attend the annual general and special meeting of shareholders of Lumina Gold Corp.
(“Lumina”) to be held at 10:00 a.m. (Pacific time) on Tuesday, August 21, 2018 at the Metropolitan Hotel
Vancouver, 645 Howe Street, Vancouver, British Columbia.
At the meeting, among other items of business including the annual election of directors, shareholders will be asked
to consider and vote on a special resolution to approve a plan of arrangement (the “Plan of Arrangement”) under
Section 288 of the Business Corporations Act (British Columbia). The Plan of Arrangement involves, among other
things, the distribution of common shares of Luminex Resources Corp. (“Luminex”) to current shareholders of
Lumina on the basis of 0.15 of a Luminex share per outstanding common share of Lumina. Lumina will have
transferred to Luminex its Condor Project, located in the Province of Zamora-Chinchipe in southern Ecuador,
Lumina’s early-stage exploration concessions (including the concessions that are subject to the First Quantum
Minerals Ltd. and Anglo American PLC earn-in agreements) and working capital.
The Plan of Arrangement is expected to allow Lumina to focus on the Cangrejos Project while Luminex will
accelerate development of the Condor Project and other early stage exploration projects. In addition, Luminex will
pursue new acquisitions.
Holders of Lumina options will exchange their options for replacement options to acquire the same number of
Lumina shares and 0.15 of that number of Luminex shares. The exercise prices of the replacement options will be a
fraction of the exercise price of the existing Lumina options, based on the relative values of Lumina and Luminex
over the ten trading days following closing of the Plan of Arrangement.
The board of directors of Lumina has determined that the Plan of Arrangement is fair and is in the best
interests of Lumina and its shareholders and unanimously recommends that shareholders vote in favour of
the special resolution.
The accompanying notice of meeting and management information circular provide a full description of the Plan of
Arrangement and include certain additional information to assist you in considering how to vote in respect of the
Plan of Arrangement. You are encouraged to consider carefully all of the information in the accompanying
management information circular, including the documents incorporated by reference therein. If you require
assistance, you should contact your financial, legal, tax or other professional adviser.
Your vote is important regardless of the number of shares of Lumina that you own. If you are a registered holder of
shares of Lumina, we encourage you to complete, sign, date and return the enclosed forms of proxy by no later than
10:00 a.m. (Vancouver time) on Friday, August 17, 2018, to ensure that your shares are voted at the meeting in
accordance with your instructions, whether or not you are able to attend in person. If you hold your shares through a
broker or other intermediary, you should follow the instructions provided by them to vote your shares.
If you are a registered Lumina shareholder, we also encourage you to complete and return the enclosed letter of
transmittal (“Letter of Transmittal”) together with the certificate(s) (if any) representing your Lumina shares and
any other required documents and instruments, to the exchange agent, Computershare Investor Services Inc., in the
enclosed return envelope in accordance with the instructions set out in the Letter of Transmittal so that, if the Plan of
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Arrangement is completed, new Lumina shares and Luminex shares can be sent to you as soon as possible after the
Plan of Arrangement becomes effective. The Letter of Transmittal contains other procedural information related to
the Plan of Arrangement, and should be reviewed carefully. If you hold your Lumina shares through a broker or
other intermediary, please contact them for instructions and assistance in receiving new Lumina shares and Luminex
shares in exchange for your Lumina shares. Assuming that all conditions to completion of the Plan of Arrangement
are satisfied, it is anticipated that the Plan of Arrangement will become effective on or about August 31, 2018.
On behalf of Lumina, we thank all shareholders for their ongoing support.
Yours very truly,
“Marshall Koval”
Marshall Koval
President, Chief Executive Officer and Director
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LUMINA GOLD CORP.
NOTICE OF MEETING
NOTICE IS HEREBY GIVEN THAT the annual general and special meeting (the “Meeting”) of the shareholders
of Lumina Gold Corp. (“Lumina”) will be held at the Metropolitan Hotel Vancouver, 645 Howe Street, Vancouver,
British Columbia on Tuesday, August 21, 2018 at 10:00 a.m. (Pacific time), for the following purposes:
1.

to receive the consolidated financial statements of Lumina, together with the auditor’s report thereon, for the
financial year ended December 31, 2017;

2.

to appoint KPMG LLP, Chartered Professional Accountants, as the auditor of Lumina until the next annual
meeting and to authorize the directors to set their remuneration;

3.

to elect directors of Lumina to hold office until the next annual meeting;

4.

to consider, and if thought advisable, to pass, with or without variation, a special resolution (the
“Arrangement Resolution”) to approve a statutory plan of arrangement (the “Plan of Arrangement”) under
Section 288 of the Business Corporations Act (British Columbia) which involves, among other things, the
distribution of common shares of Luminex Resources Corp. (“Luminex”) on a basis of 0.15 of a Luminex
common share per common share of Lumina outstanding, all as more particularly described in Lumina’s
management information circular dated July 10, 2018 (the “Circular”);

5.

to consider, and if thought advisable, to pass an ordinary resolution described in the Circular to confirm and
approve Lumina’s 10% rolling stock option plan (the “Lumina Option Plan Resolution”);

6.

to consider, and if thought advisable, to pass an ordinary resolution described in the Circular to confirm and
approve a stock option plan for Luminex (the “Luminex Option Plan Resolution”); and

7.

to transact such other business as may properly come before the Meeting or any adjournment or
postponement thereof.

The accompanying Circular provides additional information relating to the matters to be dealt with at the Meeting.
Please read it carefully. Copies of the Arrangement Resolution, the Lumina Option Plan Resolution, the Luminex
Option Plan Resolution, the Plan of Arrangement, the Interim Order and Notice of Hearing for Final Order are
attached to the Circular as Schedules, “B”, “C”, “D”, “E”, “F” and “G”, respectively.
Registered shareholders have a right to dissent in respect of the proposed Plan of Arrangement and to be
paid the fair value of their common shares of Lumina. The dissent rights are described in the accompanying
Circular (and set out in full in Schedule “H”). Failure to strictly comply with the required procedure may
result in the loss of any right of dissent.
If you are a registered shareholder of Lumina and are unable to attend the Meeting in person, please date and
execute the accompanying form of proxy for the Meeting and deposit it with Computershare Investor Services Inc.
at 100 University Avenue, 8th Floor, Toronto, Ontario, M5J 2Y1, Attention: Proxy Department, before 10:00 a.m.
(Pacific time), on August 17, 2018, or no later than 48 hours (excluding Saturdays, Sundays and holidays) before
any adjournment or postponement of the Meeting.
If you are a non-registered shareholder of Lumina and receive these materials through your broker or another
intermediary, please complete and return the request for voting instructions in accordance with the instructions
provided to you by your broker or such other intermediary.
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DATED at Vancouver, British Columbia, this 10th day of July, 2018.
BY ORDER OF THE BOARD OF DIRECTORS
(SIGNED) MARSHALL KOVAL
MARSHALL KOVAL
Director, President and Chief Executive Officer
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FORWARD-LOOKING STATEMENTS
Statements contained in this Circular that are not historical facts are forward-looking statements within the meaning
of U.S. and Canadian securities legislation and the U.S. Private Securities Litigation Reform Act of 1995 that
involve risks and uncertainties. Forward-looking statements include, but are not limited to, statements with respect
to: (i) the completion and the Effective Date of the Plan of Arrangement; (ii) the date of the hearing for the order
made after application to the Court pursuant to section 291 of the BCBCA approving the Plan of Arrangement; and
(iii) the timing for delivery of share certificates representing Luminex Shares. In certain cases, forward-looking
statements can be identified by the use of words such as “plans”, “expects” or “does not expect”, “is expected”,
“scheduled”, “estimates”, “intends”, “objectives”, “potential”, “possible”, “believes” or variations of such words and
phrases or state that certain actions, events or results “may”, “could”, “would”, “might” or “will be taken”, or
“occur”. These forward-looking statements and forward-looking information are based, in part, on assumptions and
factors that may change, thus causing actual results or achievements to differ materially from those expressed or
implied by the forward-looking statements or forward-looking information. Such assumptions and factors include
the approval of the special resolution of Shareholders. to approve the Plan of Arrangement; the approval of the Plan
of Arrangement by the Court, and the receipt of the required governmental and regulatory approvals and consents.
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause the
actual results, performance or achievements of Lumina and Luminex, post-Plan of Arrangement, to be materially
different from any future results, performance or achievements expressed or implied by the forward-looking
statements. Such risks and other factors include, among others, risks related to operations; risks related to joint
venture operations; actual results of current exploration and/or reclamation activities; conclusions of economic
evaluations; changes in project parameters as plans continue to be refined; future prices of metals; possible
variations in ore reserves, grade or recovery rates; failure of plant, equipment or processes to operate as anticipated;
accidents, labour disputes and other risks of the mining industry; delays in obtaining governmental approvals or
financing or in the completion of development or construction activities, as well as those factors discussed in the
sections entitled “Risk Factors” in this Circular. Although Lumina and Luminex have attempted to identify
important factors that could affect Lumina and Luminex and may cause actual actions, events or results to differ
materially from those described in forward-looking statements or forward-looking information, there may be other
factors that cause actions, events or results not to be as anticipated, estimated or intended. There can be no assurance
that forward-looking statements will prove to be accurate, as actual results and future events could differ materially
from those anticipated in such statements and information. Accordingly, readers should not place undue reliance on
forward-looking statements or forward looking information. The forward-looking statements and forward-looking
information in this Circular speak only as of the date hereof. Lumina and Luminex do not undertake any obligation
to publicly update forward-looking statements and forward-looking information contained herein to reflect events or
circumstances after the date hereof, except as required by law.
Forward-looking statements and other information contained herein concerning the mining industry and the Parties’
expectations concerning the mining industry are based on estimates prepared by the Parties using data from publicly
available industry sources as well as from market research and industry analysis and on assumptions based on data
and knowledge of this industry which the Parties believe to be reasonable. However, this data is inherently
imprecise, although generally indicative of relative market positions, market shares and performance characteristics.
While the Parties are not aware of any misstatements regarding any mining industry data presented herein, the
industry involves risks and uncertainties and is subject to change based on various factors.
Certain historical and forward-looking information contained or incorporated by reference in this Circular has been
provided by, or derived from information provided by, certain persons other than Lumina. Although Lumina does
not have any knowledge that would indicate that any such information is untrue or incomplete, Lumina assumes no
responsibility for the accuracy and completeness of such information or the failure by such other persons to disclose
events which may have occurred or may affect the completeness or accuracy of such information but which is
unknown to Lumina.
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NOTE TO UNITED STATES SECURITYHOLDERS
THE SECURITIES TO BE ISSUED IN CONNECTION WITH THE PLAN OF ARRANGEMENT HAVE
NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES SECURITIES AND
EXCHANGE COMMISSION (THE “SEC”) OR SECURITIES REGULATORY AUTHORITIES IN ANY
STATE OF THE UNITED STATES, NOR HAS THE SEC OR THE SECURITIES REGULATORY
AUTHORITIES OF ANY STATE OF THE UNITED STATES PASSED ON THE ADEQUACY OR
ACCURACY OF THIS CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.
The Luminex Shares and New Lumina Shares to be issued to Shareholders in exchange for Lumina Shares under the
Plan of Arrangement, and the Luminex Options and Lumina Replacement Options to be issued to Optionholders in
exchange for Lumina Options under the Plan of Arrangement, have not been and will not be registered under the
United States Securities Act of 1933, as amended (the “U.S. Securities Act”), and are being issued and exchanged
in reliance on the exemption from registration set forth in Section 3(a)(10) of the U.S. Securities Act (the “Section
3(a)(10) Exemption”) on the basis of the approval of the Court, and similar exemptions from registration under
applicable state securities laws. The Section 3(a)(10) Exemption exempts the issuance of any securities issued in
exchange for one or more bona fide outstanding securities from the general requirement of registration where the
terms and conditions of the issuance and exchange of such securities have been approved by a court of competent
jurisdiction that is expressly authorized by law to grant such approval, after a hearing upon the substantive and
procedural fairness of the terms and conditions of such issuance and exchange at which all persons to whom it is
proposed to issue the securities have the right to appear and receive timely and adequate notice thereof. The Court is
authorized to conduct a hearing at which the substantive and procedural fairness of the terms and conditions of the
Arrangement will be considered. The Court issued the Interim Order on July 10, 2018 and, subject to the approval of
the Arrangement by the Shareholders, a hearing of the application for the Final Order will be held on August 23,
2018 at 9:45 a.m. (Pacific time) at the Courthouse, at 800 Smithe Street, Vancouver, British Columbia, Canada. All
Securityholders are entitled to appear and be heard at this hearing. The Final Order will constitute a basis for the
Section 3(a)(10) Exemption with respect to the Luminex Shares and New Lumina Shares to be issued to in exchange
for their Lumina Shares pursuant to the Arrangement and with respect to the Luminex Options and Lumina
Replacement Options to be issued to Optionholders in exchange for their Lumina Options pursuant to the
Arrangement. Prior to the hearing on the Final Order, the Court will be informed of this effect of the Final Order.
“U.S. Securities Laws” and “The Plan of Arrangement - Court Approval of the Plan of Arrangement and Effective
Date”.
The solicitation of proxies hereby is not subject to the proxy requirements of section 14(a) of the United States
Securities Exchange Act of 1934, as amended (the “U.S. Exchange Act”). Furthermore, this Circular has been
prepared in accordance with the applicable disclosure requirements in Canada, and the solicitations and transactions
contemplated in this Circular are made in the United States for securities of a Canadian issuer in accordance with
applicable Canadian corporate and securities laws. Shareholders and Optionholders in the United States (“U.S.
Securityholders”) should be aware that such requirements are different than those of the United States.
Likewise, information concerning the properties and operations of Lumina and Luminex has been prepared in
accordance with Canadian standards, and may not be comparable to similar information for United States
companies. In particular, disclosure of scientific or technical information regarding mineral prospects in this
Circular has been made in accordance with National Instrument 43-101 – Standards of Disclosure for Mineral
Projects (“NI 43-101”). NI 43-101 is a rule developed by the Canadian Securities Administrators that establishes
standards for all public disclosure an issuer makes of scientific and technical information concerning mineral
projects. For example, the terms “measured mineral resources”, “indicated mineral resources” and “inferred mineral
resources” are used in this Circular to comply with the reporting standards in Canada. While those terms are
recognized and required by Canadian regulations, the SEC does not recognize them and disclosure of information
concerning such categories is generally not permitted in documents filed with the SEC. U.S. Securityholders are
cautioned not to assume that any part or all of the mineral deposits in these categories will ever be converted into
mineral reserves. These terms have a great amount of uncertainty as to their existence, and great uncertainty as to
their economic and legal feasibility. It cannot be assumed that all or any part of measured mineral resources,
indicated mineral resources, inferred mineral resources or probable mineral reserves will ever be upgraded to a
higher category. In accordance with Canadian rules, estimates of inferred mineral resources cannot form the basis of
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feasibility or other economic studies. Disclosure of “contained ounces” is permitted disclosure under Canadian
regulations however, the SEC normally only permits issuers to report mineralization that does not constitute reserves
as in place tonnage and grade without reference to unit measures. Accordingly, information included or
incorporated by reference in this Circular containing descriptions of the Parties’ mineral properties may not be
comparable to similar information made public by United States companies subject to the reporting and disclosure
requirements under the United States federal securities laws and the rules and regulations thereunder.
Certain financial statements and information included or incorporated by reference herein have been prepared in
accordance with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting
Standards Board (“IASB”), and are subject to auditing and auditor independence standards in Canada, and thus may
not be comparable to financial statements of United States companies prepared in accordance with United States
generally accepted accounting principles and United States auditing and auditor independence standards.
U.S. Securityholders should be aware that the issue and exchange of the securities described herein may have tax
consequences both in the United States and in the Canada. Such consequences for investors who are resident in, or
citizens of, the United States may not be described fully herein.
Lumina believes that it was a “passive foreign investment company” (“PFIC”) for its prior tax year and based on
current business plans and financial projections, Lumina expects to be a PFIC for its current tax year. Lumina also
expects that Luminex should be a PFIC for its initial tax year and may be a PFIC in future tax years.
For United States federal income tax purposes, Lumina intends that the Share Exchange (as defined below under
“Summary – The Plan of Arrangement – Summary and Effect of the Plan of Arrangement”) will be treated as (i) a
tax-deferred exchange by Shareholders of their Lumina Shares for New Lumina Shares, either under section 1036 or
section 368(a)(1)(E) of the United States Internal Revenue Code (“U.S. Tax Code”); and (ii) a distribution of the
Luminex Shares under section 301 of the U.S. Tax Code. There can be no assurance that the United States Internal
Revenue Service (the “IRS”) will not challenge the foregoing characterization of the Share Exchange or that, if
challenged, a United States court would not agree with the IRS. No ruling from the IRS or an opinion of counsel
regarding any of the tax consequences of the Share Exchange has been sought or obtained.
Under the PFIC rules, U.S. Holders (as defined below under the heading “Certain United States Federal Income Tax
Considerations”) should be treated as recognizing a taxable “excess distribution” equal to the fair market value of
the Luminex Shares received which will be taxable as ordinary income and subject to an interest charge. Lumina
does not intend to provide U.S. Holders with a PFIC annual information statement and accordingly, a “qualified
electing fund” election should not be available to U.S. Holders.
The distribution of the Luminex Shares pursuant to the Share Exchange generally will be subject to: (a) information
reporting on Form 1099; and (b) backup withholding tax (currently at the rate of 28%) if a U.S. Holder fails to
furnish such shareholder’s correct United States taxpayer identification number (generally on Form W-9). However,
U.S. Holders that are corporations generally are excluded from these information reporting and backup withholding
tax rules. Backup withholding is not an additional tax. Any amounts withheld under the U.S. backup withholding tax
rules will be allowed as a credit against a U.S. Holder’s United States federal income tax liability, if any, or will be
refunded, if such U.S. Holder furnishes required information to the IRS in a timely manner.
Each U.S. Holder should consult its own tax adviser regarding the proper treatment of the Arrangement and
the ownership and disposition of securities of Luminex or Lumina for United States federal income tax
purposes.
The enforcement by investors of civil liabilities under the United States federal securities laws may be affected
adversely by the fact that Lumina and Luminex are incorporated or organized outside the United States, that most of
their officers and directors and the experts named herein may be residents of a country other than the United States,
and that all or a substantial portion of the assets of Lumina, Luminex and said persons are located outside the United
States. As a result, it may be difficult or impossible for U.S. Securityholders to effect service of process within the
United States upon Lumina or Luminex, their respective directors or officers, or the experts named herein, or to
realize against them upon judgments of courts of the United States predicated upon civil liabilities under the federal
securities laws of the United States or “blue sky” laws of any state within the United States. In addition, U.S.
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Securityholders should not assume that the courts of Canada: (a) would enforce judgments of United States courts
obtained in actions against such persons predicated upon civil liabilities under the federal securities laws of the
United States or “blue sky” laws of any state within the United States; or (b) would enforce, in original actions,
liabilities against such persons predicated upon civil liabilities under the federal securities laws of the United States
or “blue sky” laws of any state within the United States.
The Luminex Shares and New Lumina Shares to be issued to Shareholders in exchange for their Lumina Shares
pursuant to the Arrangement will be freely transferable under U.S. federal securities laws, except by persons who
are “affiliates” (as defined in Rule 144 under the U.S. Securities Act) of Luminex or Lumina, respectively, after the
Effective Date, or were “affiliates” of Luminex or Lumina, respectively, within 90 days prior to the Effective Date.
Persons who may be deemed to be “affiliates” of an issuer include individuals or entities that control, are controlled
by, or are under common control with, the issuer, whether through the ownership of voting securities, by contract, or
otherwise, and generally include executive officers and directors of the issuer as well as principal shareholders of the
issuer. Any resale of such Luminex Shares or New Lumina Shares by such an affiliate (or former affiliate) may be
subject to the registration requirements of the U.S. Securities Act, absent an exemption therefrom. See “U.S.
Securities Laws”.
The Section 3(a)(10) Exemption does not exempt the issuance of securities issued upon the exercise of securities
that were previously issued pursuant to the Section 3(a)(10) Exemption. Therefore, the Luminex Shares issuable
upon the exercise of the Luminex Options following the Effective Date, and the New Lumina Shares issuable upon
the exercise of the Lumina Replacement Options following the Effective Date, may not be issued in reliance upon
the Section 3(a)(10) Exemption and may be exercised only pursuant to an available exemption from the registration
requirements of the U.S. Securities Act and applicable state securities laws.
TECHNICAL AND THIRD PARTY INFORMATION
The disclosure in this Circular of a scientific or technical nature for the Condor Project, located in the Province of
Zamora-Chinchipe in southern Ecuador (the “Condor Project”) is based on a technical report prepared in
accordance with National Instrument 43-101 – Standards of Disclosure for Mineral Projects (“NI 43-101”) with an
effective date of May 14, 2018 (the “Condor Report”) entitled “Condor Project, Ecuador Amended and Restated
NI 43-101 Technical Report” and prepared by Robert Sim, P.Geo. and Bruce Davis, FAusIMM, each of whom is a
qualified person (“QP”) for the purposes of NI 43-101. The Condor Report has been filed on SEDAR under
Lumina’s profile at www.sedar.com.
The QP for the purposes of NI 43-101 who is responsible for the scientific and technical information contained in
this Circular is Leo Hathaway, P.Geo, Senior Vice President of Lumina.
DOCUMENTS INCORPORATED BY REFERENCE
The following documents, filed by Lumina with the British Columbia Securities Commission, are specifically
incorporated by reference into, and form an integral part of, this Circular:
1.

the audited consolidated financial statements of Lumina and accompanying notes thereto, for the years ended
December 31, 2017 and 2016 and the independent auditors’ report thereon;

2.

the management’s discussion and analysis of Lumina for the years ended December 31, 2017 and 2016;

3.

the unaudited condensed consolidated interim financial statements of Lumina and accompanying notes
thereto, for the three months ended March 31, 2018 and 2017;

4.

the management’s discussion and analysis of Lumina for the three months ended March 31, 2018 and 2017;
and
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5.

the NI 43-101 technical report with an effective date of May 14, 2018 entitled “Condor Project, Ecuador
Amended and Restated NI 43-101 Technical Report” and prepared by Robert Sim, P.Geo. and Bruce Davis,
FAusIMM, each of whom is a QP for the purposes of NI 43-101.

Copies of the documents incorporated herein by reference may be obtained on request without charge, from the Vice
President, Legal Counsel of Lumina at 410 – 625 Howe Street, Vancouver, British Columbia V6C 2T6 (telephone:
(604)-646-1890). All of these documents are also available through the internet on SEDAR, which can be accessed
online at www.sedar.com.
Any statement contained in a document incorporated or deemed to be incorporated by reference herein shall be
deemed to be modified or superseded for the purposes of this Circular to the extent that a statement contained in this
Circular or in any subsequently filed document that also is or is deemed to be incorporated by reference herein
modifies or supersedes such statement. Any statement so modified or superseded shall not constitute a part of this
Circular, except as so modified or superseded.
REPORTING CURRENCIES AND ACCOUNTING PRINCIPLES
The historical financial statements of Lumina contained in this Circular are reported in United States dollars and
have been prepared in accordance with IFRS as issued by the IASB. The historical financial statements of Luminex
and the carve-out financial statements contained in this Circular are reported in United States dollars, with the
exception of the Ecuador Gold and Copper Corp. financial statements for the years ended October 31, 2016 and
2015 attached as Schedule “L” to this Circular, which are reported in Canadian dollars. All historical financial
statements of Luminex and carve-out financial statements have been prepared in accordance with IFRS,. All
references to dollar amounts in this Circular are to United States dollars unless stated otherwise or the context
otherwise requires.
DATE OF INFORMATION
Information contained in this Circular is as at June 28, 2018 unless otherwise indicated.
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GLOSSARY OF DEFINED TERMS
In this Circular, the following capitalized words and terms shall have the following meanings:
ACB

Adjusted cost base, as defined in the Tax Act.

Arrangement or Plan of
Arrangement

The plan of arrangement attached as Schedule “E” to this Circular and any
amendment thereto made in accordance with the terms thereof and the terms of the
Arrangement Agreement or at the discretion of the Court in the Final Order.

Arrangement Agreement

The Arrangement Agreement dated as of July 9, 2018 between Lumina and
Luminex, as it may be supplemented or amended from time to time.

Arrangement Resolution

The special resolution of Shareholders approving the Plan of Arrangement
substantially in the form attached as Schedule “B” to this Circular.

Audit Committee

The Audit Committee of the Board.

Authorities

Any: (i) multinational, federal, provincial, state, municipal, local or foreign
governmental or public department, court, or commission, domestic or foreign; (ii)
subdivision or authority of any of the foregoing; or (iii) any quasi-governmental or
self-regulatory organization exercising any regulatory, expropriation or taxing
authority under or for the account of its members or any of the above.

BCBCA

Business Corporations Act (British Columbia), as amended.

Board

The board of directors of Lumina.

Business

The carve-out business of Luminex, principally being the Condor Project and the
other early-stage exploration projects of Lumina.

Business Day

A day that is not a Saturday, Sunday, or a day when commercial banks are not
open for business in Vancouver, British Columbia.

Cangrejos Project

Lumina’s wholly-owned Cangrejos gold-copper project in El Oro Province,
Ecuador.

Carve-Out Entity

Lumina’s portion of business activities that relates to the Condor Project and other
early-stage exploration projects of Lumina.

Carve-Out Financial
Statements

The audited carve-out combined financial statements of the business of Luminex
for the year ended December 31, 2017 and the two-month period ended December
31, 2016, attached as Schedule “K”, the unaudited carve-out interim financial
statements for the three month periods ended March 31, 2018 and 2017 attached as
Schedule “M”, and the audited consolidated financial statements of EGX for the
years ended October 31, 2016 and 2015 attached as Schedule “L” to this Circular.

CEO

Chief Executive Officer.

CFO

Chief Financial Officer.

Circular

This management information circular sent to Shareholders in connection with the
Meeting.

Computershare

Computershare Investor Services Inc.

Condor Report

The NI 43-101 technical report with an effective date of May 14, 2018 entitled
“Condor Project, Ecuador Amended and Restated NI 43-101 Technical Report”
and prepared by Robert Sim, P.Geo. and Bruce Davis, FAusIMM, each of whom is
a QP for the purposes of NI 43-101.

Court

The Supreme Court of British Columbia.
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Dissent Procedures

The procedures to be taken by a registered Shareholder in exercising Dissent
Rights.

Dissent Rights

The rights of a registered Shareholder to dissent in respect of the Plan of
Arrangement subject to section 246 of the BCBCA, as the same may be modified
by the Interim Order or the Final Order, as more particularly described under the
heading “Rights of Dissenting Shareholders”.

Dissent Share

Each Lumina Share in respect of which a registered Shareholder has exercised
Dissent Rights and for which the registered Shareholder is ultimately entitled to be
paid fair market value.

Dissenting Shareholder

A registered Shareholder that has duly exercised Dissent Rights and has not
withdrawn or been deemed to have withdrawn such exercise of Dissent Rights, but
only in respect of the Lumina Shares in respect of which Dissent Rights are validly
exercised by such registered Shareholder.

DRS

Direct Registration System.

Ecuador Gold Holdings

Ecuador Gold Holdings Ltd., a company incorporated under the laws of the
Province of British Columbia and a wholly-owned subsidiary of Lumina.

Effective Date

The second Business Day after the date upon which the Parties have confirmed in
writing (such confirmation not to be unreasonably withheld or delayed) that all
conditions to the completion of the Plan of Arrangement have been satisfied or
waived in accordance with the Arrangement Agreement and all documents and
instruments required under the Arrangement Agreement, the Plan of Arrangement
and the Final Order have been delivered.

Effective Time

12:01 a.m. (Pacific time) on the Effective Date.

Eligible Persons

Directors, officers employees and consultants of Lumina and its subsidiaries or
employees of companies providing management or consulting services to Lumina
or its subsidiaries, who the Board may authorize the issue of options to pursuant to
the Lumina Option Plan.

EGX

Ecuador Gold and Copper Corp.

Final Order

The order made after application to the Court pursuant to section 291 of the
BCBCA approving the Plan of Arrangement as such order may be amended by the
Court (with the consent of the Parties, acting reasonably) at any time prior to the
Effective Date or, if appealed, then, unless such appeal is withdrawn or denied, as
affirmed or as amended (with the consent of the Parties, acting reasonably) on
appeal.

Holder

Has the meaning ascribed to it under the heading “Canadian Federal Income Tax
Considerations”.

IASB

International Accounting Standards Board.

IFRS

International Financial Reporting Standards as issued by the International
Accounting Standards Board.

Interim Order

The interim order of the Court dated July 10, 2018 pursuant to section 291 of the
BCBCA, providing for, among other things, the calling of the Meeting, as such
order may be amended, supplemented or varied by the Court (with the consent of
the Parties, acting reasonably) as attached as Schedule “F” hereto.

Intermediary

A person who holds Lumina Shares on behalf of a Non-Registered Holder.
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In-The-Money Amount

At a particular time with respect to a Stock Option, Lumina Replacement Option,
or Luminex Option means the amount, if any, by which the fair market value of the
relevant underlying security exceeds the exercise price of the relevant option at the
particular time.

ISSFA

Instituto de Seguridad Social de las Fuerzas Armadas

KPMG

KPMG LLP, Chartered Professional Accountants.

Lumina

Lumina Gold Corp., a company incorporated under the laws of the Province of
British Columbia.

Lumina Code

Lumina’s written Code of Ethical Conduct.

Lumina Option

An option granted pursuant to the Lumina Option Plan exercisable to acquire a
Lumina Share.

Lumina Option Plan

Lumina’s stock option plan, as may be amended.

Lumina Ratio

The quotient obtained by dividing (A) the Lumina VWAP, by (B) the aggregate of
the Lumina VWAP and the product obtained by multiplying Luminex VWAP by
0.15.

Lumina Replacement
Option

An option to acquire a New Lumina Share granted by Lumina to a holder of a
Lumina Option pursuant to the Plan of Arrangement having an exercise determined
in accordance with the Plan of Arrangement and having the other terms and
conditions determined in accordance with the Lumina Option Plan and any
agreements thereunder including, where necessary, appropriate adjustments to any
performance-based or other vesting conditions, as such plan and agreements may
be amended by the Board or a committee thereof.

Lumina Shares

Common shares in the authorized share structure of Lumina whose identifying
name is changed to “Class A Common shares” pursuant to Paragraph 3.1(a)(i) in
the Plan of Arrangement and which are eliminated from Lumina’s authorized share
structure pursuant to Paragraph 3.1(f)(ii) in the Plan of Arrangement.

Lumina VWAP

The volume weighted average price of a New Lumina Share on the TSX-V for the
ten Trading Days immediately following the Effective Date.

Luminex

Luminex Resources Corp., a company incorporated under the laws of the Province
of British Columbia.

Luminex Audit Committee

The Audit Committee of the Luminex Board.

Luminex Board

The board of directors of Luminex.

Luminex Code

Luminex’s written Code of Ethical Conduct.

Luminex Shares

Common shares in the authorized share structure of Luminex.

Luminex Option

An option to acquire a Luminex Share granted by Luminex to an Optionholder
pursuant to the Plan of Arrangement having an exercise price determined in
accordance with the Plan of Arrangement and having the other terms and
conditions determined in accordance with the Luminex Option Plan and any
agreements thereunder and including, where necessary, appropriate adjustments to
any performance-based or other vesting conditions, as such plan or agreements
may be amended by the Luminex Board or a committee thereof.

Luminex Option Plan

The Luminex stock option plan.

Luminex Ratio

The quotient obtained by dividing: (A) the product obtained by multiplying the
Luminex VWAP by 0.15; by (B) the aggregate of the Lumina VWAP and the
product obtained by multiplying the Lumina VWAP by 0.15.
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Luminex Shareholder

A holder of Luminex Shares.

Luminex VWAP

The volume weighted average price of a Luminex Share on the TSX-V for the ten
Trading Days immediately following the Effective Date.

Management Proxyholders

The persons designated by management of Lumina on the form of Proxy attached
to the Circular, being certain officers or directors of Lumina.

MD&A

Management’s Discussion and Analysis.

Meeting

The annual general and special meeting of Shareholders to be held at 10:00 a.m.
(Pacific time) on Tuesday, August 21, 2018 for the purpose of voting on the
matters set out in the notice of annual general and special meeting dated July 10,
2018 including the Arrangement Resolution, and all other matters that may
properly come before the Meeting and any adjournment or postponement thereof.

Meeting Materials

The Circular, the Notice of Meeting, notice and access notice, Letter of Transmittal
and applicable Proxy or VIF.

Named Executive Officers
or NEOs

Each of the following individuals: (i) a CEO; (ii) a CFO; (iii) each of the three
most highly compensated executive officers of Lumina or Luminex, as applicable,
including any of their subsidiaries, or the three most highly compensated
individuals acting in a similar capacity, other than the CEO and CFO, at the end of
the most recently completed financial year whose total compensation was,
individually, more than C$150,000, for that financial year; and (iv) each individual
who would be an NEO under paragraph (iii) above, but for the fact that the
individual was neither an executive officer of Lumina or Luminex, as applicable or
their subsidiaries, nor acting in a similar capacity, at the end of that financial year.

New Lumina Shares

The Class B Common shares in the authorized share structure of Lumina created
pursuant to Paragraph 3.1(a)(b) of the Plan of Arrangement whose identifying
name is changed to “Common shares” pursuant to Paragraph 3.1(f)(ii) in the Plan
of Arrangement.

NI 43-101

National Instrument 43-101 – Standards of Disclosure for Mineral Projects.

NI 45-106

National Instrument 45-106 – Prospectus Exemptions.

NI 52-109

National Instrument 52-109 – Certification of Disclosure in Issuers’ Annual and
Interim Filings.

NI 52-110

National Instrument 52-110 – Audit Committees.

NI 54-101

National Instrument 54-101 – Communication with Beneficial Owners of Securities
of a Reporting Issuer.

NI 58-101

National Instrument 58-101 – Disclosure of Corporate Governance Practices.

NOBO

Non-objecting beneficial owner of Lumina Shares.

Non-Registered Holders

Beneficial Shareholders who own Lumina Shares not registered in their names.

Non-resident Holder

Has the meaning ascribed to it under the heading “Canadian Federal Income Tax
Considerations – Holders Not Resident in Canada”.

Notice of Hearing

The notice of hearing for the Final Order, as attached as Schedule “G”.

Notice of Meeting

The notice of meeting accompanying the Circular.

OBO

Objecting beneficial owner of Lumina Shares.

One Share Provision

Has the meaning ascribed to it under the heading “Summary – The Plan of
Arrangement – Summary and Effect of the Plan of Arrangement”.

Optionholder

A holder of one or more Lumina Options.
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Parties

Lumina and Luminex.

PFIC

Passive foreign investment company.

Pro Forma Financial
Statements

The unaudited pro forma consolidated financial statements of Luminex as at
March 31, 2018, for the three months ended March 31, 2018 and year ended
December 31, 2017, attached hereto as Schedule “I”.

Proposed Amendments

Has the meaning ascribed to it under the heading “Canadian Federal Income Tax
Considerations”.

Proxy

The form of proxy accompanying the Circular.

PUC

Paid-up capital, as defined in the Tax Act.

RDSP

Registered disability savings plan.

Record Date

Thursday, June 28, 2018.

Registered Plans

An RRSP, a RRIF, a deferred profit sharing plan, a registered education savings
plan, a registered disability savings plan or a TFSA.

Regulations

Regulations under the Tax Act.

Regulation S

Regulation S promulgated under the U.S. Securities Act.

Resident Holder

Has the meaning ascribed to it under the heading “Canadian Federal Income Tax
Considerations”.

RESP

Registered education savings plan.

Round Down Provision

Has the meaning ascribed to it under the heading “Summary – The Plan of
Arrangement – Summary and Effect of the Plan of Arrangement”.

RRIF

Registered retirement income fund.

RRSP

Registered retirement savings plan.

SEC

The United States Securities and Exchange Commission.

Section 3(a)(10) Exemption

The exemption from the registration requirements of the U.S. Securities Act
provided under section 3(a)(10) thereof.

Securities Legislation

The Securities Act (British Columbia) and the equivalent law in the other
applicable provinces and territories of Canada, and the published policies,
instruments, rules, judgments, orders and decisions of any Authority administering
those statutes, as well as the rules, regulations, by-laws and policies of the TSX-V.

Securityholder

A Shareholder or Optionholder.

SEDAR

The System for Electronic Document Analysis and Retrieval of the Canadian
Securities Administrators.

Share Exchange

Has the meaning ascribed to it under the heading “Summary – The Plan of
Arrangement – Summary and Effect of the Plan of Arrangement”.

Shareholder

A holder of one or more Lumina Shares.

Tax Act

Income Tax Act (Canada), as amended from time to time.

TFSA

Tax-free savings account.

Trading Day

A day after the Effective Date on which shares of both Lumina and Luminex are
trading on a Canadian stock exchange.

Transferred Assets

The Condor Project, Lumina’s early-stage exploration concessions (including the
concessions that make up the First Quantum Minerals Ltd. and Anglo American
PLC earn-in agreements) and working capital.
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Treasury Regulations

The treasury regulations promulgated under the U.S. Tax Code.

Treaty

The Canada-US Income Tax Convention (1980).

TSX-V

The TSX Venture Exchange.

United States

The United States of America, its territories and possessions, any state of the
United States and the District of Columbia.

U.S. Exchange Act

The United States Securities Exchange Act of 1934, as amended.

U.S. Securityholders

Has the meaning ascribed to it under the heading “Note to United States
Securityholders”.

U.S. Securities Act

The United States Securities Act of 1933, as amended.

U.S. Tax Code

The United States Internal Revenue Code of 1986, as amended.

VIF

Voting instruction form.

VWAP

Volume weighted average price.
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LUMINA GOLD CORP.
MANAGEMENT INFORMATION CIRCULAR
LUMINA GOLD CORP.
410 – 625 Howe Street
Vancouver, British Columbia V6C 2T6
Tel: 604 646-1890
Fax: 604 687-7041
(all information as of June 28, 2018 unless otherwise noted)
SUMMARY
The following is a summary of the principal features of the statutory plan of arrangement (the “Plan of
Arrangement”) and certain other matters and should be read together with the more detailed information,
schedules, and financial data and statements contained elsewhere in this information circular (the “Circular”)
and incorporated in this Circular by reference. This summary is qualified in its entirety by the more detailed
information appearing or referred to elsewhere in this Circular.
THE MEETING
Date, Time and Place of Meeting
The annual general and special meeting (the “Meeting”) of holders (“Shareholders”) of common shares (“Lumina
Shares”) of Lumina Gold Corp. (“Lumina”) will be held on Tuesday, August 21, 2018, at 10:00 a.m. (Pacific
Time) at the Metropolitan Hotel Vancouver, 645 Howe Street, Vancouver, British Columbia.
The Record Date
Only Shareholders of record at the close of business (Pacific time) on Thursday, June 28, 2018 (the “Record Date”)
will be entitled to receive notice of and vote at the Meeting, or any adjournment or postponement thereof.
Purpose of the Meeting
This Circular is furnished in connection with the solicitation of proxies by management of Lumina for use at the
Meeting.
At the Meeting, Shareholders will be asked to act on a number of matters. These matters include: (i) receiving and
considering the most recent consolidated financial statements of Lumina; (ii) appointing KPMG LLP, Chartered
Professional Accountants, as auditor for Lumina and authorizing the directors to set their remuneration; (iii) electing
directors of Lumina; (iv) passing a special resolution to approve the Plan of Arrangement; (v) approving the renewal
of Lumina’s stock option plan (the “Lumina Option Plan”); and (vi) approving a stock option plan (the “Luminex
Option Plan”) for Luminex Resources Corp. (“Luminex”).
THE PLAN OF ARRANGEMENT
Purpose
Lumina is a resource exploration company with a focus on the exploration and development of mining projects in
Ecuador. Lumina wholly owns the Cangrejos Project, located in the foothills of the Andes in southwest Ecuador (the
“Cangrejos Project”). On November 1, 2016, Lumina completed the acquisition of Ecuador Gold and Copper
Corp. (“EGX”), which held certain of the areas collectively known as the Condor Project, located in the Province of
Zamora-Chinchipe in southern Ecuador. The majority of concession areas that comprise the Condor Project are held
by Condormining Corporation S.A. which is 90% owned by Lumina. The other 10% is owned by the Instituto de
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Seguridad Social de las Fuerzas Armadas (“ISSFA”), which is a pension fund for Ecuador’s armed forces personnel.
In addition, Lumina holds a further 29 mineral concession licenses in Ecuador totaling 118,934 hectares, which were
granted pursuant to an auction process. In total, Lumina’s mineral concessions cover 135,408 hectares.
Prior to the Effective Date, Lumina will undergo an internal reorganization pursuant to which Luminex will hold
ownership of the Condor Project and Lumina’s early-stage exploration concessions (including the concessions that
make up the First Quantum Minerals Ltd. and Anglo American PLC earn-in agreements) and working capital (the
“Transferred Assets”). On the Effective Date, Lumina will distribute Luminex Shares to Shareholders in
accordance with the Plan of Arrangement.
Reasons for the Plan of Arrangement and Recommendation of the Board of Directors of Lumina
After careful consideration, the Board of Directors of Lumina (the “Board”), after receiving legal and
financial advice, has unanimously determined that the Plan of Arrangement is in the best interests of Lumina
and is fair to Shareholders. Accordingly, the Board unanimously recommends that Shareholders vote FOR
the special resolution authorizing and approving the Plan of Arrangement (the “Arrangement Resolution”).
The Board believes the Plan of Arrangement is in the best interests of Lumina for the following reasons:
(a)

the Plan of Arrangement is expected to result in two separate and focused, well-capitalized entities, each
with a high quality advanced project providing new and existing shareholders with optionality as to
investment strategy and risk profile;

(b)

the Plan of Arrangement is expected to allow Lumina to focus on the development of its Cangrejos Project;

(c)

the Plan of Arrangement will allow Lumina to raise funding necessary to advance the Cangrejos Project
without diluting Shareholders’ interests in the Transferred Assets;

(d)

the Plan of Arrangement is expected to maximize Shareholder value by allowing the market to value the
Cangrejos Project independently of the Transferred Assets; and

(e)

it is expected that holding the Transferred Assets in Luminex will accelerate development of the
Transferred Assets and give scope to new acquisitions.

In the course of its deliberations, the Board also identified and considered a variety of risks and potentially negative
factors, including, but not limited to the risks set out under “The Plan of Arrangement – Plan of Arrangement Risk
Factors”.
The foregoing discussion summarizes the material information and factors considered by the Board in their
consideration of the Plan of Arrangement. The Board collectively reached its unanimous decision with respect to
the Plan of Arrangement in light of the factors described above and other factors that each member of the Board felt
were appropriate. In view of the wide variety of factors and the quality and amount of information considered, the
Board did not find it useful or practicable to, and did not make specific assessments of, quantify, rank or otherwise
assign relative weights to the specific factors considered in reaching its determination. Individual members of the
Board may have given different weight to different factors.
Summary and Effect of the Plan of Arrangement
Pursuant to the Plan of Arrangement, the following steps will be deemed to have occurred in the following order:
(a)

Each Dissent Share shall be repurchased by Lumina for cancellation in consideration for a debt-claim
against Lumina to be paid the fair value of such Dissent Share in accordance with the Plan of Arrangement,
and such Dissent Share shall thereupon be cancelled;

(b)

The authorized share structure of Lumina shall be reorganized and altered by:
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(i)

changing the identifying name of the issued and unissued Lumina Shares from “Common shares” to
“Class A Common shares” and amending the special rights and restrictions attached to those shares
to provide the holders thereof with two votes in respect of each share held; and

(ii)

creating a new class of shares without par value issuable in an unlimited number with the identifying
name “Class B Common shares” having special rights and restrictions identical to those attaching to
the Lumina Shares prior to the amendments described above;

(c)

The issued and outstanding Luminex Shares will be subdivided into that number of Luminex Shares equal
to the aggregate number of Luminex Shares distributable to the Shareholders on the Share Exchange having
regard to the Round Down Provision and the One Share Provision;

(d)

Each holder of a Lumina Option will dispose of each Lumina Option held and in sole consideration therefor
will concurrently receive:
(i)

one Lumina Option having an exercise price equal to the product obtained by multiplying: (A) the
exercise price of the Lumina Option by (B) the Lumina Ratio, rounded up to the nearest whole cent;
and

(ii)

0.15 of one Luminex Option having an exercise price equal to the product obtained by multiplying:
(A) the quotient obtained by dividing the exercise price of the Lumina Option by 0.15; by (B) the
Luminex Ratio, rounded down to the nearest whole cent in any case where, after such rounding, the
aggregate In-The-Money Amount of the Lumina Option and fraction of the Luminex Option
received would not exceed the In-The-Money Amount of the Lumina Option disposed of, and
rounded up to the nearest whole cent in any other case, all in accordance with the intention to
comply with the provisions of subsection 7(1.4) of the Tax Act,

except that the aggregate number of Luminex Options issuable to a holder of Lumina Options having a
common expiry date and exercise price shall be rounded down to the nearest whole number, and all Lumina
Options shall thereupon be cancelled;
(e)

Each Shareholder shall dispose of all of its Lumina Shares to Lumina and in consideration therefor, Lumina
shall issue or distribute to the Shareholder:
(i)

the same number of New Lumina Shares; and

(ii)

that number of Luminex Shares equal to the product of the number of Lumina Shares held and 0.15,
as adjusted by the Round Down Provision and the One Share Provision, if any, in respect of that
Shareholder,

and in connection with the Share Exchange,

(f)

(iii)

the name of each Shareholder shall be removed from the central securities register for the Lumina
Shares and added to the central securities register for the New Lumina Shares and the Luminex
Shares as the holder of the number of New Lumina Shares and Luminex Shares, respectively,
received pursuant to the Share Exchange;

(iv)

the Lumina Shares shall be cancelled and the capital in respect of such shares shall be reduced to nil;
and

(v)

an amount equal to the capital of the Lumina Shares immediately before the Share Exchange less the
aggregate fair market value of the Luminex Shares distributed on the Share Exchange shall be added
to the capital in respect of the New Lumina Shares; and

The authorized share structure of Lumina shall be reorganized and altered by:
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(i)

eliminating the Lumina Shares from the authorized share structure of Lumina; and

(ii)

changing the identifying name of the issued and unissued New Lumina Shares from “Class B
Common shares” to “Common shares”.

No fractional Luminex Shares shall be distributed by Lumina to a Shareholder on the Share Exchange. If Lumina
would otherwise be required to distribute to a Shareholder an aggregate number of Luminex Shares that is not a
round number, then the number of Luminex Shares distributable to that Shareholder shall be rounded down to the
next lesser whole number of Luminex Shares (the “Round Down Provision”) and that Shareholder shall not receive
any compensation in respect thereof. Notwithstanding the foregoing, if the Round Down Provision would otherwise
result in the number of Luminex Shares distributable to a particular Shareholder being rounded down from one to
nil, then the Round Down Provision shall not apply and Lumina shall distribute one Luminex Share to that
Shareholder (the “One Share Provision”).
See “The Plan of Arrangement” for additional information. A copy of the Plan of Arrangement is attached hereto as
Schedule “E”.
Recommendation
The Board unanimously recommends that Shareholders vote FOR the Arrangement Resolution. See “The
Plan of Arrangement – Reasons for the Plan of Arrangement and Recommendation of the Board”.
Conditions to the Plan of Arrangement
Completion of the Plan of Arrangement is subject to a number of specified conditions being met on or before the
Effective Date, including:
(a)

the Interim Order shall not have been set aside or modified in a manner unacceptable to any of Lumina and
Luminex (the “Parties” and “Party” means any one of them), acting reasonably, on appeal or otherwise;

(b)

the Arrangement Resolution shall have been approved by two-thirds of the votes cast by Shareholders at the
Meeting, in according with the Interim Order;

(c)

the Court shall have determined that the terms and conditions of the exchange of Lumina Shares for New
Lumina Shares and Luminex Shares in the Plan of Arrangement are procedurally and substantively fair to
Shareholders, and the order made after application to the Court pursuant to section 291 of the Business
Corporations Act (British Columbia) (the “BCBCA”) approving the Plan of Arrangement (the “Final
Order”) shall have been obtained in form and substance satisfactory to all Parties, each acting reasonably,
not later than September 30, 2018 or such later date as the Parties may agree;

(d)

the issuance of the securities under the Plan of Arrangement shall be exempt from registration under the
U.S. Securities Act pursuant to the Section 3(a)(10) Exemption;

(e)

the transfer of the Transferred Assets from Lumina to Luminex shall have been completed to the
satisfaction of the Parties, acting reasonably;

(f)

the TSX Venture Exchange (the “TSX-V”) shall have given conditional acceptance to the listing thereon of
the Luminex Shares to be distributed pursuant to the Plan of Arrangement, subject to compliance with the
usual requirements of the TSX-V;

(g)

all material consents, orders, rulings, approvals and assurances, including regulatory and judicial approvals
and orders, required for the completion of the transactions provided for in the Arrangement Agreement and
the Plan of Arrangement shall have been obtained or received from the Authorities, including applicable
orders, rulings no action letters and registrations pursuant to Securities Legislation to permit the Luminex
Shares to be distributed pursuant to the Plan of Arrangement;
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(h)

no action shall have been instituted and be continuing on the Effective Date for an injunction to restrain, a
declaratory judgment in respect of, or damages on account of, or relating to, the Plan of Arrangement and
there shall not be in force any order or decree restraining or enjoining the consummation of the transactions
contemplated by the Arrangement Agreement and no cease trading or similar order with respect to any
securities of any of the Parties shall have been issued and remain outstanding;

(i)

none of the consents, orders, rulings, approvals or assurances required for the implementation of the Plan of
Arrangement shall contain terms or conditions or require undertakings or security deemed unsatisfactory or
unacceptable by any of the Parties, acting reasonably;

(j)

no law, regulation or policy shall have been proposed, enacted, promulgated or applied which interferes or
is inconsistent with the completion of the Plan of Arrangement, including any material change to the
income tax laws of Canada, which would have a material adverse effect upon Shareholders, if the Plan of
Arrangement is completed;

(k)

the issuance of the Luminex Shares, New Lumina Shares, the Lumina Replacement Options and the
Luminex Options, shall be exempt from the registration under the U.S. Securities Act pursuant to the
Section 3(a)(10) Exemption;

(l)

the Arrangement Agreement shall not have been terminated; and

(m)

Dissent Rights (as defined below in “Rights of Dissent”) shall not have been exercised by Shareholders
holding more than five percent (5%) of the issued and outstanding Lumina Shares.

Rights of Dissent
Registered Shareholders have the right to dissent with respect to the proposed Plan of Arrangement and to be paid
the fair value of their Lumina Shares upon strict compliance with the provisions of the Interim Order and applicable
law (“Dissent Rights”). See “Rights of Dissenting Shareholders”. It is a condition of the Plan of Arrangement that
Dissent Rights shall not have been exercised in the aggregate for more than five percent (5%) of the outstanding
Lumina Shares.
Entitlement to and Delivery of Share Evidence
Lumina Common Shares
Each registered Shareholder will receive a letter of transmittal containing instructions with respect to the deposit of
certificates for Lumina Shares for use in exchanging their Lumina Shares for Direct Registration System (“DRS”)
statements representing:
(i)

New Lumina Shares; and

(ii)

Luminex Shares,

to which they are entitled under the Arrangement. Upon return of a properly completed letter of transmittal, together
with certificates formerly representing Lumina Shares and such other documents as Computershare Investor
Services Inc. (“Computershare”) may require, DRS statements for the appropriate number of New Lumina Shares
and Luminex Shares will be distributed.
Lumina Options
As soon as practicable after the Effective Date, Lumina will contact each holder of Lumina stock options (“Lumina
Options”) to request their deposit of Lumina Option certificates, which will be cancelled and exchanged for:
(i)

Lumina Replacement Option certificates; and
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(ii)

Luminex Option certificates,

to which they are entitled under the Arrangement. Upon return of the certificates formerly representing Lumina
Options and such other documents as Lumina may require, certificates for the appropriate number of Lumina
Replacement Options and Luminex Options will be distributed.
INCOME TAX CONSIDERATIONS
Shareholders and Optionholders should consult their own tax advisers about the applicable Canadian
federal, provincial, local and foreign tax consequences of the Plan of Arrangement.
Summary of Canadian Federal Income Tax Considerations
A summary of the principal Canadian federal income tax considerations in respect of the Arrangement is included
under the heading “Canadian Federal Income Tax Considerations” and the following is qualified in its entirety
thereby.
Lumina does not expect that any Holder (as defined below in “Canadian Federal Income Tax Considerations”) will
be deemed to receive a taxable dividend on the Share Exchange. Each Holder will realize a capital gain equal to the
amount, if any, by which the fair market value of the Luminex Shares received by the Holder at the time of the
Share Exchange, less the amount of any taxable dividend deemed to be received by the Holder, exceeds the adjusted
cost base, as defined in the Income Tax Act (the “Tax Act”), of the Holder’s Lumina Shares determined immediately
before the Share Exchange.
A Non-resident Holder (as defined below in “Canadian Federal Income Tax Considerations”) will not be subject to
Canadian federal income tax in respect of any such capital gain unless the Non-resident Holder’s Lumina Shares, at
the time of the Share Exchange, are “taxable Canadian property” and are not “treaty-protected property” as defined
in the Tax Act.
A summary of the principal Canadian federal income tax considerations in respect of the Plan of Arrangement is
included under the heading “Canadian Federal Income Tax Considerations” and the foregoing is qualified in full by
the information in such section.
Summary of Certain United States Federal Income Tax Considerations
A U.S. Holder (as defined below in “Certain United States Federal Income Tax Considerations”) of Lumina Shares
generally will be subject to tax on the receipt of Luminex Shares under the Plan of Arrangement as discussed below
in “Certain United States Federal Income Tax Considerations.”
In addition, Lumina and/or Luminex may be a PFIC (as defined below in “Certain United States Federal Income
Tax Considerations”) for the current taxable year and may be a PFIC for future taxable years, subjecting the U.S.
Holders of Luminex Shares, New Lumina Shares and/or Lumina Shares, as applicable, to certain adverse tax
consequences. If either Lumina or Luminex is a PFIC for a taxable year, the complex and adverse U.S. federal
income tax rules relating to PFICs would apply to U.S. Holders of shares in such entity, potentially resulting in gains
realized on the disposition of such shares, as well as certain distributions on such shares, being taxed punitively and
being subject to an interest charge. Further, certain non-corporate U.S. Holders would not be eligible for the
preferential U.S. tax rates on dividends (if any) paid by Lumina or Luminex, as applicable. While the U.S. federal
income tax consequences of holding an interest in a PFIC can be mitigated through “qualified electing fund”
(“QEF”) and “mark to market” elections, these elections require compliance with certain U.S. tax return and
reporting requirements; they may or may not be available; and, if made, they may accelerate the timing of income
recognition and/or result in the recognition of ordinary income rather than capital gain. In addition, special adverse
rules would apply to U.S. Holders of Luminex Shares or Lumina Shares for any year in which Luminex or Lumina
(as applicable) is a PFIC and has a direct or indirect subsidiary that is also a PFIC (a “Subsidiary PFIC”). For a
more detailed discussion of the consequences of Lumina or Luminex being classified as a PFIC, including a
discussion of a QEF election and a Mark-to-Market Election (as defined under “Certain United States Federal
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Income Tax Considerations” below), which could mitigate certain of the adverse tax consequences described above,
see “Certain United States Federal Income Tax Considerations” below. The foregoing is qualified in full by the
information provided in that section. U.S. Holders are strongly encouraged to read that section in full and to consult
their own tax advisers with respect to the U.S. federal, state, local and non-U.S. tax consequences to them, in light of
their particular circumstances, of the acquisition, ownership, and disposition of Luminex Shares, New Lumina
Shares and Lumina Shares.
COURT APPROVAL AND EFFECTIVE DATE
The Plan of Arrangement requires approval by the Court under Section 288 of the BCBCA. Prior to the mailing of
the Circular, Lumina obtained the Interim Order, which provides for the calling and holding of the Meeting, the
Dissent Rights and other procedural matters. A copy of the Interim Order is attached as Schedule “F” to this
Circular. Subject to the approval of the Arrangement Resolution by Shareholders at the Meeting, the hearing in
respect of the Final Order is currently scheduled to take place on August 23, 2018.
At the hearing, the Court will consider, among other things, the substantive and procedural fairness of the
terms and conditions of the Plan of Arrangement to those to whom securities will be distributed. The Court
may approve the Plan of Arrangement in any manner the Court may direct, subject to compliance with such
terms and conditions, if any, as the Court deems fit. Prior to the hearing on the Final Order, the Court will be
informed that the Final Order will also constitute the basis for the Section 3(a)(10) Exemption under the U.S.
Securities Act with respect to the New Lumina Shares, Luminex Shares, Lumina Replacement Options and Luminex
Options to be distributed pursuant to the Plan of Arrangement. It is presently contemplated that the Effective Date
will be on or about August 31, 2018. See “The Plan of Arrangement – Court Approval of the Plan of Arrangement
and Effective Date”.
SECURITIES LAW INFORMATION FOR CANADIAN SHAREHOLDERS
The distribution of the Luminex Shares pursuant to the Plan of Arrangement will be exempt from the prospectus
requirements of Canadian securities legislation. With certain exceptions, the Luminex Shares may generally be
resold in each of the provinces of Canada, provided the trade is not a “control distribution” as defined in the
applicable legislation, no unusual effort is made to prepare the market or create a demand for those securities and no
extraordinary commission or consideration is paid in respect of that sale.
Upon completion of the Plan of Arrangement, Luminex will be a reporting issuer in British Columbia, Alberta,
Manitoba and Ontario.
See “Securities Laws Considerations – Canadian Securities Laws”.
SECURITIES LAW INFORMATION FOR UNITED STATES SECURITYHOLDERS
The Luminex Shares and New Lumina Shares to be issued to Shareholders in exchange for their Lumina Shares
pursuant to the Plan of Arrangement, and the Luminex Options and Lumina Replacement Options to be issued to
Optionholders in exchange for their Lumina Options pursuant to the Plan of Arrangement, have not been and will
not be registered under the U.S. Securities Act or the securities laws of any state of the United States and will be
issued in reliance upon the exemption from registration set forth in section 3(a)(10) of the U.S. Securities Act (the
“Section 3(a)(10) Exemption”) and exemptions provided under the securities laws of each state of the United States
in which a U.S. Securityholder resides. The restrictions on resale of Luminex Shares and New Lumina Shares
imposed by the U.S. Securities Act will depend on whether the holder of the Luminex Shares or New Lumina Shares
issued pursuant to the Plan of Arrangement is an “affiliate” of Luminex or Lumina, as applicable, after the Effective
Date or within 90 days prior to the Effective Date. As defined in Rule 144 under the U.S. Securities Act, an
“affiliate” of an issuer is a person that directly, or indirectly through one or more intermediaries, controls, or is
controlled by, or is under common control with, such issuer. See “U.S. Securities Laws”.
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LUMINA SELECTED FINANCIAL INFORMATION
The following table sets out selected financial information for the periods indicated which is qualified by the more
complete information contained in the financial statements of Lumina for the periods ended March 31, 2018
(unaudited) and December 31, 2017 (audited), as filed on SEDAR at www.sedar.com and incorporated by reference
into this Circular.
As at
March 31, 2018
ASSETS
Current assets
Cash
Receivables
Prepaid expenses
Total current assets

$

Non-current assets
Environmental deposits
Property and equipment
Exploration and evaluation assets

9,747,726
89,921
150,033
9,987,680

December 31, 2017

$

194,174
2,102,144
49,189,010

14,692,983
79,627
55,439
14,828,049

192,223
1,984,400
49,189,010

Total assets

$

61,473,008

$

66,193,682

LIABILITIES
Current liabilities
Accounts payable and accrued liabilities

$

1,468,816

$

1,138,168

1,468,816

1,138,168

95,277,568
4,950,953
(44,668,965)

95,247,364
4,767,358
(39,493,822)

Equity attributable to owners of Lumina
Non-controlling interest

55,559,556
4,444,636

60,520,900
4,534,614

Total equity

60,004,192

65,055,514

Total liabilities

EQUITY
Share Capital
Share-based payment reserve
Accumulated deficit

Total liabilities and equity

$

61,473,008

$

66,193,682

LUMINEX SELECTED UNAUDITED PRO FORMA CONSOLIDATED SUMMARY FINANCIAL
INFORMATION
The following table sets out selected unaudited consolidated pro forma financial information for Luminex as at
March 31, 2018, assuming completion of the Plan of Arrangement, and subject to certain adjustments and
assumptions, all of which is qualified by the more complete information contained in the unaudited pro forma
consolidated financial statements of Luminex as at March 31, 2018 attached as Schedule “I” to this Circular (the
“Pro Forma Financial Statements”).
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As at March 31, 2018
(unaudited – prepared by management)
ASSETS
Current assets
Cash
Receivables
Prepaid expenses
Total current assets

$

5,629,431
38,833
21,227
5,689,491

Non-current assets
Environmental deposit
Property and equipment
Exploration and evaluation assets

164,975
894,674
47,487,910

Total assets

$

54,237,050

LIABILITIES
Current liabilities
Accounts payable and accrued liabilities
$
Total liabilities

632,545
632,545

EQUITY
Share capital
Equity attributable to owners of the Business

49,159,869

Non-controlling interest

49,159,869
4,444,636

Total equity

53,604,505

Total liabilities and equity

$

54,237,050

LUMINEX PRO FORMA SHARE CAPITALIZATION
Assuming an issued capital of 264,067,893 Lumina Shares immediately prior to the completion of the Plan of
Arrangement, there will be approximately 39,610,184 Luminex Shares issued and outstanding upon completion of
the Plan of Arrangement.
There would also be Luminex Options outstanding upon completion of the Plan of Arrangement exercisable to
purchase 1,665,691 Luminex Shares.
RISK FACTORS
There are risks associated with the completion of the Plan of Arrangement. These risks include: (i) Lumina and
Luminex may not obtain the necessary approvals for completion of the Plan of Arrangement on satisfactory terms or
at all; (ii) the Arrangement Agreement, and any amendments thereto, may be terminated in certain circumstances;
and (iii) the market price for the Lumina Shares may decline.
An investment in a natural resource issuer involves a significant degree of risk. The Luminex Shares and
Luminex Options to be distributed to the Shareholders pursuant to the Plan of Arrangement are speculative and
subject to a number of risks.
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Shareholders should review carefully the risk factors set forth under “The Plan of Arrangement – Plan of
Arrangement Risk Factors” in this Circular and under “Luminex – Risk Factors” in this Circular.
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GENERAL PROXY INFORMATION
(As at June 28, 2018 except as indicated)
Lumina is providing this Circular and a form of proxy in connection with management’s solicitation of proxies for
use at the Meeting to be held on Tuesday, August 21, 2018 at 10:00 a.m. (Pacific Time) and at any adjournment or
postponement, for the purposes set forth in the accompanying notice of meeting (the “Notice of Meeting”).
Lumina will conduct its solicitation by mail and officers and employees of Lumina may, without receiving special
compensation, also telephone or make other personal contact. Lumina will pay the cost of solicitation.
NOTICE-AND-ACCESS
Lumina is sending proxy related materials to its registered and non-registered (beneficial) Shareholders using
“notice-and-access”, as defined under National Instrument 54-101 – Communication with Beneficial Owners of
Securities of a Reporting Issuer.
Lumina will not use procedures known as “stratification” in relation to its use of the notice-and access provisions in
relation to the Meeting. Stratification occurs when a reporting issuer using notice and-access provides a paper copy
of the relevant information circular to some, but not all, Shareholders with the notice package in relation to the
relevant meeting.
APPOINTMENT OF PROXYHOLDER
The purpose of a proxy is to designate persons who will vote the proxy on a Shareholder’s behalf in accordance with
the instructions given by the Shareholder in the proxy. The persons whose names are printed on the form of proxy
are officers or directors of Lumina (the “Management Proxyholders”).
A Shareholder has the right to appoint a person other than a Management Proxyholder, to represent the
Shareholder at the Meeting by striking out the names of the Management Proxyholders and by inserting the
desired person’s name in the blank space provided or by executing a proxy in a form similar to the form as
mailed. A proxyholder need not be a Shareholder.
VOTING BY PROXY
Only registered Shareholders or duly appointed proxyholders are permitted to vote at the Meeting. Lumina
Shares represented by a properly executed proxy will be voted or be withheld from voting on each matter referred to
in the Notice of Meeting in accordance with the instructions of the Shareholder on any ballot that may be called for
and if the Shareholder specifies a choice with respect to any matter to be acted upon, the shares will be voted
accordingly.
If a Shareholder does not specify a choice and the Shareholder has appointed one of the Management
Proxyholders as proxyholder, the Management Proxyholder will vote in favour of the matters specified in the
Notice of Meeting and in favour of all other matters proposed by management at the Meeting.
The form of proxy also gives discretionary authority to the person named therein as proxyholder with respect
to amendments or variations to matters identified in the Notice of the Meeting and with respect to other
matters which may properly come before the Meeting. At the date of this Circular, management of Lumina
knows of no such amendments, variations or other matters to come before the Meeting.
COMPLETION AND RETURN OF PROXY
Completed forms of proxy must be deposited at the office of Lumina’s registrar and transfer agent, Computershare
Investor Services Inc. at 100 University Avenue, 8th Floor, Toronto, Ontario, M5J 2Y1, Attention: Proxy
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Department, before 10:00 a.m. (Pacific time), on August 17, 2018, or no later than 48 hours (excluding Saturdays,
Sundays and holidays) before any adjournment or postponement of the Meeting, unless the chairman of the Meeting
elects to exercise his discretion to accept proxies received subsequently.
NON-REGISTERED HOLDERS
Only Shareholders whose names appear on the records of Lumina as the registered holders of Lumina Shares
or duly appointed proxyholders are permitted to vote at the Meeting. Most Shareholders are “non-registered”
Shareholders because the shares they own are not registered in their names but instead registered in the name of a
nominee such as a brokerage firm through which they purchased the shares; bank, trust company, trustee or
administrator of self-administered RRSPs, RRIFs, RESPs and similar plans; or a clearing agency such as the
Canadian Depository for Securities Limited (a “Nominee”). If you purchased your shares through a broker, you are
likely a non-registered holder.
In accordance with securities regulatory policy, Lumina has distributed copies of the notice-and-access notice and
form of proxy to the Nominees for distribution to non-registered holders.
Nominees are required to forward the Meeting materials to non-registered holders to seek their voting instructions in
advance of the Meeting. Lumina Shares held by Nominees can only be voted in accordance with the instructions of
the non-registered holder. The Nominees often have their own form of proxy, mailing procedures and provide their
own return instructions. If you wish to vote by proxy, you should carefully follow the instructions from the Nominee
in order that your shares are voted at the Meeting.
If you, as a non-registered holder, wish to vote at the Meeting in person, you should appoint yourself as proxyholder
by writing your name in the space provided on the request for voting instructions or proxy provided by the Nominee
and return the form to the Nominee in the envelope provided. Do not complete the voting section of the form as
your vote will be taken at the Meeting.
Non-registered holders who have not objected to their Nominee disclosing certain ownership information about
themselves to Lumina are referred to as “non-objecting beneficial owners” (“NOBOs”). Those non-registered
holders who have objected to their Nominee disclosing ownership information about themselves to Lumina are
referred to as “objecting beneficial owners” (“OBOs”).
Lumina is not sending the Meeting materials directly to NOBOs in connection with the Meeting, but rather has
distributed copies of the Meeting materials to the Nominees for distribution to NOBOs.
Lumina does not intend to pay for Nominees to deliver the Meeting materials and Form 54-101F7 – Request for
Voting Instructions Made by Intermediary to OBOs. As a result, OBOs will not receive the Meeting materials
unless their Nominee assumes the costs of delivery.
REVOCABILITY OF PROXY
In addition to revocation in any other manner permitted by law, a Shareholder, his or her attorney authorized in
writing or, if the Shareholder is a corporation, a corporation under its corporate seal or by an officer or attorney
thereof duly authorized, may revoke a proxy by instrument in writing, including a proxy bearing a later date. The
instrument revoking the proxy must be deposited at the registered office of Lumina at any time up to and including
the last Business Day preceding the date of the Meeting, or any adjournment or postponement thereof, or with the
chairman of the Meeting on the day of the Meeting.
VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF
Lumina is authorized to issue an unlimited number of common shares without par value (“Lumina Shares”), of
which 264,067,893 Lumina Shares were issued and outstanding as of the Record Date. Persons who are registered
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Shareholders at the close of business on the Record Date will be entitled to receive notice of and vote at the Meeting
and will be entitled to one vote for each Lumina Share held. Lumina has only one class of shares.
To the knowledge of the directors and executive officers of Lumina, no person beneficially owns, controls or directs,
directly or indirectly, Lumina Shares carrying 10% or more of the voting rights attached to all shares of Lumina,
other than the following:

Name

No. of Common Shares Beneficially Owned,
Controlled or Directed, Directly or Indirectly

Percentage of Outstanding
Common Shares

39,074,169(1)

14.8%

Ross Beaty
(1)

Does not include 875,000 Lumina Options granting Mr. Beaty the right to acquire an additional 875,000 Lumina Shares.

THE MEETING
ELECTION OF DIRECTORS
Lumina currently has six (6) directors and all of these directors are standing for re-election. The directors of Lumina
are elected at each annual general meeting and hold office until the next annual general meeting or until their
successors are appointed. In the absence of instructions to the contrary, the proxy will be voted for the nominees
herein listed.
Lumina does not have an executive committee and is required to have an audit committee. Members of the audit
committee (the “Audit Committee”) are as set out below.
Management of Lumina proposes to nominate each of the following persons for election as a director. Information
concerning such persons, as furnished by the individual nominees, is as follows:

Name, Jurisdiction of
Residence and Position

Principal Occupation or
Employment and, if not a
Previously Elected Director,
Occupation During the Past 5
Years

Director Since

Number of Common
Shares Beneficially
Owned, Controlled
or Directed, Directly
or Indirectly (2)

Marshall Koval
WA, United States
President, Chief Executive
Officer and Director

CEO & President of Lumina
since July 2014.

July 22, 2014

11,438,939

Lyle Braaten (1)
BC, Canada
Vice President Legal Counsel
and Director

CEO & President of Miedzi
Copper Corp., a mining
company.

July 22, 2014

5,161,290

Donald Shumka (1)
BC, Canada
Director

President of Walden
Management Ltd., an
investment firm.

July 22, 2014

1,305,000

Michael Steinmann (1)
BC, Canada
Director

President and CEO of Pan
American Silver Corp., a
mining company.

July 22, 2014

1,064,000
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Name, Jurisdiction of
Residence and Position

Principal Occupation or
Employment and, if not a
Previously Elected Director,
Occupation During the Past 5
Years

Director Since

Number of Common
Shares Beneficially
Owned, Controlled
or Directed, Directly
or Indirectly (2)

Stephen W.C. Stow
BC, Canada
Director

Principal and Director of Zen
Capital & Mergers Ltd., a
boutique private equity family
firm.

October 27, 1994

4,055,711

Heye Daun
Cape Town, South Africa
Director

President of Osino Resources
Corp., a mining company.

November 1, 2016

685,115

(1)

Member of the Audit Committee.

(2)

The information as to country of residence, principal occupation and number of Lumina Shares beneficially owned by the
nominees (directly or indirectly or over which control or direction is exercised) is not within the knowledge of the
management of Lumina and has been furnished by the respective nominees.

No proposed director is to be elected under any arrangement or understanding between the proposed director and
any other person or company, except the directors and executive officers of Lumina acting solely in such capacity.
To the knowledge of Lumina, no proposed director is, as at the date of this Circular, or has been, within ten years
before the date of the Circular, a director, chief executive officer (“CEO”) or chief financial officer (“CFO”) of any
company (including Lumina) that:
(i)

was the subject, while the proposed director was acting in the capacity as director, CEO or CFO of such
company, of a cease trade or similar order or an order that denied the relevant company access to any
exemption under securities legislation, that was in effect for a period of more than 30 consecutive days; or

(ii)

was subject to a cease trade or similar order or an order that denied the relevant company access to any
exemption under securities legislation, that was in effect for a period of more than 30 consecutive days, that
was issued after the proposed director ceased to be a director, CEO or CFO but which resulted from an
event that occurred while the proposed director was acting in the capacity as director, CEO or CFO of such
company; or

(iii)

is, as at the date of this Circular, or has been within ten years before the date of this Circular, a director or
executive officer of any company (including Lumina) that, while that person was acting in that capacity, or
within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal under any
legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings, arrangement
or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold its assets; or

(iv)

has, within the ten years before the date of this Circular, become bankrupt, made a proposal under any
legislation relating to bankruptcy or insolvency, or become subject to or instituted any proceedings,
arrangement or compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold
the assets of the proposed director; or

(v)

has been subject to any penalties or sanctions imposed by a court relating to securities legislation or by a
securities regulatory authority or has entered into a settlement agreement with a securities regulatory
authority; or
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(vi)

has been subject to any penalties or sanctions imposed by a court or regulatory body that would likely be
considered important to a reasonable securityholder in deciding whether to vote for a proposed director.

The following directors of Lumina hold directorships in other reporting issuers as set out below:
Name of Director

Name of Other Reporting Issuers

Lyle Braaten

Ero Copper Corp. (TSX-ERO)

Heye Daun

Goldplay Exploration Ltd. (TSX-V-GPLY)
Osino Resources Corp. (TSX-V-OSI)

Marshall Koval

Equinox Gold Corp. (TSX-V-EQX)

Michael Steinmann

Pan American Silver Corp. (TSX-PAA)

Donald Shumka

Paladin Energy Ltd. (TSX-PDN/ASX-PDN)
RIWI Corp. (CSE-RIW)

EXECUTIVE COMPENSATION
Report on Executive Compensation
The overall objective of Lumina’s compensation program is to attract and retain directors and officers with
appropriate expertise to assist Lumina with its business goals and objectives. Lumina does not currently have a
compensation committee. Lumina’s board of directors (the “Board”) is responsible for determination and review of
Lumina’s executive compensation arrangements. Lumina considers that its current directors have sufficient industry
knowledge and experience, through other executive and corporate positions held, to fulfill the needs of Lumina in
formulating executive compensation arrangements.
Lumina’s compensation structure is designed to reward performance and to be competitive with the compensation
arrangements of other Canadian resource companies of similar structure, size and scope of operations. Each
executive officer’s position is evaluated to establish skill requirements and level of responsibility and this evaluation
provides a basis for internal and external comparisons of positions. In addition to industry comparables (which are
based primarily upon the directors’ knowledge and experience), the Board considers a variety of factors when
determining both compensation policies and programs and individual compensation levels. These factors include the
long-term interests of Lumina and Shareholders, overall financial and operating performance of Lumina and the
Board’s assessment of each executive’s individual performance and contribution towards meeting corporate
objectives. Executive officers’ compensation is composed of three major components: (i) base salary; (ii) cash
bonus; and (iii) stock options. Interested executives do not participate in reviews, discussions or decisions of the
Board regarding this remuneration.
Base salary ranges are determined at the discretion of the Board utilizing the knowledge of Lumina’s directors with
regard to similar positions in Canadian resource companies of comparable size and scope of operations. The salary
for each executive officer’s position is then further determined having regard to the incumbent’s responsibilities,
individual performance factors, overall corporate performance, potential for advancement, and the assessment of the
Board of such matters as are presented by management.
The second component of the executive officers’ compensation is cash bonuses. In light of a recommendation from
the directors or management, the Board may grant executive officers cash bonuses. To date the performance criteria
and objectives considered by the Board for determining the availability of such bonuses include Lumina’s share
performance generally and each executive officer’s role in the progress of Lumina’s main mineral projects.
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The third component of the executive officers’ compensation is stock options. The Board may from time to time
grant stock options to executive officers under Lumina’s 10% rolling stock option plan (the “Lumina Option
Plan”). Grants of stock options are intended to align the interests of the executive officers with those of the
Shareholders over the longer-term. Options to purchase up to 1,345,000 Lumina Shares were granted to executive
officers during the fiscal year ended December 31, 2017.
The Board does not directly correlate the relationship between the different elements of compensation in
determining the overall compensation plan.
Compensation Discussion and Analysis
Compensation paid to Lumina’s Named Executive Officers (as defined below) during the fiscal year ended
December 31, 2017 consisted of salaries, option-based awards and bonuses. No other compensation was paid to
these individuals during the fiscal year. There have been no significant changes to the compensation structure of
Lumina since December 31, 2017 to the current date.
In determining whether to grant options to executive officers of Lumina, management proposes a number of options
to be granted based on an executive officer’s individual performance, and the performance of Lumina based on that
individual’s activities. The Board has final approval for any such proposals. The Board does not generally consider
the amount of stock options held from previous grants when considering new grants but does consider the timing of
such grants (i.e. grants are generally not made to an individual more frequently than on an annual basis).
Option-based Awards
The Lumina Option Plan has been and will be used by the Board to provide Lumina Options which are granted in
consideration of the level of responsibility of the director and executive officer as well as his or her impact and/or
contribution to the longer-term operating performance of Lumina. In determining the number of Lumina Options to
be granted, the Board takes into account the total number of Lumina Options, if any, previously granted by Lumina.
Lumina ensures that the exercise price of any Lumina Options granted are in accordance with the policies of the
TSX-V. It is Lumina’s intention to closely align the interests of the beneficiaries of Lumina Option grants with the
interests of Shareholders.
Compensation Risk Management and Mitigation
The Board has considered the implications of the risks associated with Lumina’s compensation policies and
practices. The Board is responsible for setting and overseeing Lumina’s compensation policies and practices. The
Board does not provide specific monitoring and oversight of compensation policies and practices, but does review,
consider and adjust these matters annually. Lumina does not use any specific practices to identify and mitigate
compensation policies that could encourage an NEO or individual at a principal business unit or division to take
inappropriate or excessive risks. These matters are dealt with on a case-by-case basis. Lumina currently believes that
none of its policies encourage its NEOs to take such risks. Lumina has not identified any risks arising from its
compensation policies and practices that are reasonably likely to have a material adverse effect on Lumina.
The Board has approved resolutions prohibiting the directors and officers of Lumina from directly or indirectly,
engaging in any kind of hedging transaction that could reduce or limit the director’s or officer’s economic risk with
respect to the director’s or officer’s holdings, ownership or interest in or to Lumina Shares or other securities of
Lumina, including, without limitation, outstanding stock options or other compensation awards the value of which
are derived from, referenced to or based on the value or market price of Lumina Shares or other securities of
Lumina. Prohibited transactions include the purchase by a director or officer of financial instruments, including,
without limitation, prepaid variable forward contracts, equity swaps, collars, units of exchange funds, puts, calls or
other derivative securities that are designed to hedge or offset a decrease in market value of equity securities of
Lumina.
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Given the evolving nature of Lumina’s business, the Board continues to review and redesign the overall
compensation plan for senior management so as to continue to address the objectives identified above.
Summary Compensation Table
The following table (presented in accordance with National Instrument Form 51-102F6 – Statement of Executive
Compensation) sets forth all annual and long term compensation for services in all capacities to Lumina for the three
most recently completed financial years of Lumina in respect of:
(a)

each individual who acted as CEO or CFO for all or any portion of the most recently completed financial
year,

(b)

each of the three most highly compensated executive officers, or the three most highly compensated
individuals acting in a similar capacity, (other than the CEO and the CFO), whose total compensation was,
individually, more than $150,000 for the most recently completed financial year, and

(c)

any individual who would have satisfied these criteria but for the fact that the individual was neither an
executive officer of Lumina, nor acting in a similar capacity, at the end of the most recently completed
financial year.
(collectively the “Named Executive Officers” or “NEOs”).

ShareBased
Awards
(C$)

OptionBased
Awards
(C$)

Non-Equity Incentive
Plan Compensation
(C$)
Annual
Long-term
Incentive
Incentive
Plans(1)
Plans

Pension
Value
(C$)

All Other
Compensation
(C$)

Total
Compensation
(C$)

Nil
Nil
Nil

Nil
Nil
Nil

Nil
Nil
Nil

378,046
336,416
185,550

60,000
50,000
Nil

Nil
Nil
Nil

Nil
Nil
Nil

Nil
Nil
Nil

217,605
186,077
90,500

445,074(3)(7)
N/A
N/A

53,125
N/A
N/A

Nil
Nil
Nil

Nil
Nil
Nil

Nil
Nil
Nil

574,812
N/A
N/A

Nil
Nil
Nil

86,746(3)
111,416(4)
43,050(5)

50,000
50,000
Nil

Nil
Nil
Nil

Nil
Nil
Nil

Nil
Nil
Nil

322,146
258,916
185,550

Nil
Nil
Nil

57,831(3)
74,277(4)
25,830(5)

70,000
120,000
Nil

Nil
Nil
Nil

Nil
Nil
Nil

Nil
Nil
Nil

463,200
453,049
257,177

NEO Name and
Principal Position

Year

Salary
(C$)

Marshall Koval(2)
President, CEO
and director

2017
2016
2015

216,300
150,000
142,500

Nil
Nil
Nil

86,746(3)
111,416(4)
43,050(5)

75,000
75,000
Nil

Martin Rip
CFO

2017
2016
2015

88,208
61,800
61,800

Nil
Nil
Nil

69,397(3)
74,277(4)
28,700(5)

Scott Hicks(6)
Vice President
Corporate
Development &
Communications

2017
2016
2015

76,613
N/A
N/A

Nil
Nil
Nil

Leo Hathaway
Senior Vice
President

2017
2016
2015

185,400
97,500
142,500

Diego Benalcazar
Vice President
Exploration &
Corporate
Development

2017
2016
2015

335,369
258,771
231,347

(1)

Payments made under annual incentive plans relate to bonuses paid to NEOs during the applicable financial year.

(2)

Mr. Koval is a director of Lumina. He does not receive any additional remuneration from Lumina pertaining specifically to
his role as director.

(3)

The value of option-based awards represents the grant date fair value of the Lumina Options awarded i.e. total number of
Lumina Options granted times the fair value per option. For fiscal 2017, Lumina granted stock options on December 7,
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2017, which were valued using the Black-Scholes valuation model with the following assumptions: (i) Dividend yield: 0%,
(ii) risk free interest rate: 1.61%, (iii) expected option life: 5 years and (iv) expected volatility: 136%. The grant date fair
value and the fair value for accounting purposes reported in Lumina’s financial statements are the same, except that the
expense in the financial statements is recognized over the vesting period of the Lumina Options (and is reported in U.S.
dollars).
(4)

The value of option-based awards represents the grant date fair value of the Lumina Options awarded i.e. total number of
Lumina Options granted times the fair value per option. For fiscal 2016, Lumina granted stock options on December 30,
2016, which were valued using the Black-Scholes valuation model with the following assumptions: (i) Dividend yield: 0%,
(ii) risk free interest rate: 1.02%, (iii) expected option life: 5 years and (iv) expected volatility: 143%. The grant date fair
value and the fair value for accounting purposes reported in Lumina’s financial statements are the same, except that the
expense in the financial statements is recognized over the vesting period of the Lumina Options (and is reported in U.S.
dollars).

(5)

The value of option-based awards represents the grant date fair value of the Lumina Options awarded i.e. total number of
Lumina Options granted times the fair value per option. For fiscal 2015, Lumina granted stock options on December 4,
2015, which were valued using the Black-Scholes valuation model with the following assumptions: (i) Dividend yield: 0%,
(ii) risk free interest rate: 0.86%, (iii) expected option life: 5 years and (iv) expected volatility: 152%. The grant date fair
value and the fair value for accounting purposes reported in Lumina’s financial statements are the same, except that the
expense in the financial statements is recognized over the vesting period of the Lumina Options (and is reported in U.S.
dollars).

(6)

Mr. Hicks was appointed on March 6, 2017.

(7)

In addition to Lumina Options granted on December 7, 2017, Mr. Hicks was granted options on March 6, 2017, which were
valued using the Black-Scholes valuation model with the following assumptions: (i) Dividend yield: 0%, (ii) risk free
interest rate: 1.04%, (iii) expected option life: 5 years and (iv) expected volatility: 143%. The grant date fair value and the
fair value for accounting purposes reported in Lumina’s financial statements are the same, except that the expense in the
financial statements is recognized over the vesting period of the Lumina Options (and is reported in U.S. dollars).

There have been no repricing or other significant changes to the terms of any share-based or option-based award
program during the most recently completed financial year.
Incentive Plan Awards
Outstanding Option-Based Awards
The following table sets forth information concerning all awards outstanding under incentive plans of Lumina at the
end of the most recently completed financial year, including awards granted before the most recently completed
financial year, to each of the Named Executive Officers.
Option-Based Awards

NEO Name

Marshall Koval

Martin Rip

Scott Hicks

Number of Securities
Underlying Unexercised
Options
(#)
425,000
150,000
150,000
150,000
250,000
100,000
100,000
120,000
500,000
75,000

Option
Exercise Price
Option
(C$)
Expiration Date
0.62
0.315
0.80
0.66
0.62
0.315
0.80
0.66
0.90
0.66
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Sept. 12, 2019
Dec. 4, 2020
Dec. 30, 2021
Dec. 7, 2022
Sept. 12, 2019
Dec. 4, 2020
Dec. 30, 2021
Dec. 7, 2022
Mar. 6, 2022
Dec. 7, 2022

Value of
Unexercised InThe-Money
Options (1)
(C$)
55,250
65,250
Nil
13,500
32,500
43,500
Nil
10,800
Nil
6,750

Option-Based Awards

NEO Name

Number of Securities
Underlying Unexercised
Options
(#)
425,000
150,000
150,000
150,000
225,000
90,000
100,000
100,000

Leo Hathaway

Diego Benalcazar
(1)

Option
Exercise Price
Option
(C$)
Expiration Date
0.62
0.315
0.80
0.66
0.62
0.315
0.80
0.66

Sept. 12, 2019
Dec. 4, 2020
Dec. 30, 2021
Dec. 7, 2022
Sept. 12, 2019
Dec. 4, 2020
Dec. 30, 2021
Dec. 7, 2022

Value of
Unexercised InThe-Money
Options (1)
(C$)
55,250
65,250
Nil
13,500
29,250
39,150
Nil
9,000

This amount is calculated based on the difference between the market value of the securities underlying the Lumina Options
at the end of the most recently completed financial year, which was C$0.75 for 2017, and the exercise or base price of the
Lumina Option.

Value Vested Or Earned During The Year
The value vested or earned during the most recently completed financial year of incentive plan awards granted to
Named Executive Officers are as follows:

Option-Based Awards –
Value Vested
During The Year (1)
(C$)

Share-Based Awards Value Vested
During The Year
(C$)

Non-Equity Incentive
Plan Compensation Value Earned
During The Year
(C$)

Marshall Koval

17,250

Nil

75,000

Martin Rip

11,500

Nil

60,000

Scott Hicks

Nil

Nil

53,125

Leo Hathaway

17,250

Nil

50,000

Diego Benalcazar

10,350

Nil

70,000

NEO Name

(1)

The aggregate dollar value that would have been realized if the Lumina Options under the option-based award had been
exercised on the vesting date is calculated by determining the difference between the market price of the underlying
securities at exercise and the exercise or base price of the Lumina Options under the option-based award on the vesting date.

For a full description of the Lumina Option Plan, see “Particulars of Other Matters to be Acted Upon – Approval of
Stock Option Plan” below.
Pension Plan Benefits
Lumina does not have a pension plan that provides for payments or benefits to the Named Executive Officers at,
following, or in connection with retirement.
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Termination and Change of Control Benefits
Lumina is not party to any contracts, agreements, plans or arrangements that provide for payments to the Named
Executive Officers of Lumina for any termination (whether voluntary, involuntary or constructive), resignation,
retirement, a change in control of Lumina, or a change in a Named Executive Officer’s responsibilities.
Director Compensation
Other than compensation paid to the Named Executive Officers, and except as noted in the table below, no
additional compensation in the form of cash was paid to directors in their capacity as directors of Lumina or its
subsidiaries, in their capacity as members of the Board or of a committee of the Board of its subsidiaries, or as
consultants or experts, during Lumina’s most recently completed financial year ended December 31, 2017.
The following table sets forth all amounts of compensation provided to the directors, who are each not also a Named
Executive Officer, for Lumina’s most recently completed financial year:

Fees
Earned
(C$)

ShareBased
Awards
(C$)

OptionBased
Awards
(C$)

Non-Equity
Incentive Plan
Compensation
(C$)

Pension
Value
(C$)

All Other
Compensation
(C$)

Total
(C$)

Michael
Steinmann

Nil

Nil

57,831 (2)

Nil

Nil

Nil

57,831

Donald
Shumka

Nil

Nil

57,831 (2)

Nil

Nil

Nil

57,831

Lyle Braaten

49,440

Nil

86,746 (2)

75,000

Nil

Nil

211,186

Stephen
Stow

6,000

Nil

57,831 (2)

Nil

Nil

Nil

63,831

Nil

Nil

57,831 (2)

Nil

Nil

Nil

57,831

Director
Name (1)

Heye Daun
(1)

Relevant director compensation disclosure has been provided in the “Summary Compensation Table” above for Marshall
Koval.

(2)

The value of option-based awards represents the grant date fair value of the Lumina Options awarded i.e. total number of
Lumina Options granted times the fair value per option. For fiscal 2017, Lumina granted Lumina Options on December 7,
2017, which were valued using the Black-Scholes valuation model with the following assumptions: (i) Dividend yield: 0%,
(ii) risk free interest rate: 1.61%, (iii) expected option life: 5 years and (iv) expected volatility: 136%. The grant date fair
value and the fair value for accounting purposes reported in Lumina’s financial statements are the same, except that the
expense in the financial statements is recognized over the vesting period of the Lumina Options (and is reported in U.S.
dollars).

Lumina has no arrangements, standard or otherwise, pursuant to which directors are compensated by Lumina or its
subsidiaries for their services in their capacity as directors, or for committee participation, involvement in special
assignments or for services as consultant or expert during the most recently completed financial year or
subsequently, up to and including the date of this Circular, except for fees paid to Stephen W.C. Stow in the amount
of C$500 per month and fees paid to Lyle Braaten pertaining to his services as an officer of Lumina.
The Lumina Option Plan provides for the granting of incentive stock options to the officers, employees and
directors. The purpose of granting such Lumina Options is to assist Lumina in compensating, attracting, retaining and
motivating the Board and to closely align the personal interests of such persons to that of Shareholders.
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Incentive Plan Awards - Outstanding Option-Based Awards
The following table sets forth information concerning all awards outstanding under incentive plans of Lumina at the
end of the most recently completed financial year, including awards granted before the most recently completed
financial year, to each of the directors who are not Named Executive Officers.
Option-Based Awards
Number of
Securities
Underlying
Unexercised
Options
(#)

Option
Exercise
Price
(C$)

Option
Expiration
Date

Value of
Unexercised
In-The-Money
Options (1)
(C$)

Michael Steinmann

225,000
85,000
100,000
100,000

0.62
0.315
0.80
0.66

Sept. 12, 2019
Dec. 4, 2020
Dec. 30, 2021
Dec. 7, 2022

29,250
36,975
Nil
9,000

Donald Shumka

225,000
85,000
100,000
100,000

0.62
0.315
0.80
0.66

Sept. 12, 2019
Dec. 4, 2020
Dec. 30, 2021
Dec. 7, 2022

29,250
36,975
Nil
9,000

Stephen Stow

225,000
85,000
100,000
100,000

0.62
0.315
0.80
0.66

Sept. 12, 2019
Dec. 4, 2020
Dec. 30, 2021
Dec. 7, 2022

29,250
36,975
Nil
9,000

Lyle Braaten

425,000
150,000
150,000
150,000

0.62
0.315
0.80
0.66

Sept. 12, 2019
Dec. 4, 2020
Dec. 30, 2021
Dec. 7, 2022

55,250
65,250
Nil
13,500

Heye Daun

912,843
100,000
100,000

0.47
0.80
0.66

Apr. 20, 2021
Dec. 30, 2021
Dec. 7, 2022

255,596
Nil
9,000

Director Name

(1)

This amount is calculated based on the difference between the market value of the securities underlying the Lumina Options
at the end of the most recently completed financial year, which was C$0.75, and the exercise or base price of the Lumina
Option.
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Incentive Plan Awards - Value Vested Or Earned During The Year
The value vested or earned during the most recently completed financial year of incentive plan awards granted to
directors who are not Named Executive Officers are as follows:
Non-Equity Incentive
Option-Based Awards Share-Based Awards - Plan Compensation - Value Vested
Value Vested During Value Earned During
During The Year (1)
The Year
The Year
(C$)
(C$)
(C$)

Director Name

Michael Steinmann

9,775

Nil

Nil

Donald Shumka

9,775

Nil

Nil

Stephen Stow

9,775

Nil

Nil

Lyle Braaten

17,250

Nil

Nil

Nil

Nil

Nil

Heye Daun
(1)

The aggregate dollar value that would have been realized if the options under the option-based award had been exercised on
the vesting date is calculated by determining the difference between the market price of the underlying securities and the
exercise or base price of the options under the option-based award on the vesting date.

For a summary of the Lumina Option Plan see “Particulars of Other Matters to be Acted Upon – Approval of Stock
Option Plan” below.
Equity Compensation Plan Information
The following table sets forth Lumina’s compensation plans under which equity securities are authorized for
issuance as at the end of the most recently completed financial year.

Plan Category
Equity compensation plans
approved by securityholders
Equity compensation plans not
approved by securityholders
Total
(1)

Number of securities to
be issued upon exercise
of outstanding options,
warrants and rights

Weighted-average
exercise price of
outstanding options,
warrants and rights

Number of securities
remaining available for
future issuance under
equity compensation
plans (excluding
securities reflected in
column (a))

(a)

(b)

(c)

11,184,610

C$0.62

Nil

N/A

N/A

11,184,610

C$0.62

15,218,179

15,218,179 (1)

Based on the total number of Lumina Shares to be reserved and authorized for issuance pursuant to options granted under
the Lumina Option Plan, being 10% of the issued and outstanding Lumina Shares as at the end of the most recently
completed financial year.
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APPOINTMENT AND REMUNERATION OF AUDITOR
The persons named in the accompanying proxy intend to vote for the appointment of KPMG LLP, Chartered
Professional Accountants (“KPMG”), as auditors of Lumina and to authorize the directors to fix their remuneration.
KPMG was appointed as auditors of Lumina on October 23, 2015.
AUDIT COMMITTEE
Composition of the Audit Committee
The following are the members of the Audit Committee:
Audit Committee Member

Independence

Financial Literacy

Donald Shumka

Independent(1)

Financially literate(1)

Michael Steinmann

Independent(1)

Financially literate(1)

Lyle Braaten

Not independent(1)

Financially literate(1)

(1)

As defined by National Instrument 52-110 Audit Committees (“NI 52-110”).

Audit Committee Charter
The text of Lumina’s Audit Committee Charter is attached as Schedule “A” hereto.
Composition of the Audit Committee and Relevant Education and Experience
Donald Shumka is Managing Director of Walden Management Ltd., a firm providing financial consulting services
to a variety of clients. Mr. Shumka received his Bachelor of Arts degree from the University of British Columbia
and a Masters of Business Administration from Harvard University. From 1966 to 1979 he worked in a variety of
positions in the forestry industry, from 1979 to 1989 he was Vice-President and Chief Financial Officer of West
Fraser Timber Co. Ltd., and from 1989 to 2004 he headed the Forest Products Group for two Canadian investment
banks. Mr. Shumka has been active in the not for profit sector and is currently Chair of the Emily Carr University
Foundation.
Michael Steinmann holds a Ph.D. in Geology from the Swiss Federal Institute of Technology and an M.Sc. in
Geology from the University of Zurich on Regional Geology and Tectonics of Southern Ecuador. Mr. Steinmann is
a Geologist with over 20 years of experience in the exploration and mining industry. He has worked on exploration
projects, mine evaluations and in underground and open pit mines throughout South America, the USA, Europe and
Asia for companies like Rio Tinto and Glencore. In 2004, Mr. Steinmann joined Pan American Silver Corp. in
Vancouver after more than 10 years residing in Ecuador, Chile and Peru. He currently holds the position of
President and CEO of Pan American Silver.
Lyle Braaten is the President and Chief Executive Officer of Miedzi Copper Corp., a private Canadian corporation
involved in mineral exploration in Poland. Mr. Braaten is currently Vice President, Legal and a director of Lumina
Gold Corp. Mr. Braaten joined the Lumina Group in 2008 and assisted in the creation of Magma Energy Corp., a
green energy company focused on international geothermal energy development. In 2011, Magma and Plutonic
Power merged to create Alterra Power Corp which was acquired for $1.1B in 2018 by Innergex Renewable Energy
Inc. Prior to joining the Lumina Group Mr. Braaten practised law and was the Managing Director of a mid-size
Vancouver based law firm with oversight of the firm’s financial matters. Mr. Braaten received a law degree from
the University of British Columbia and a Bachelor of Science from the University of Calgary.
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As a result of their respective business experience, each member of the Audit Committee (i) has an understanding of
the accounting principles used by Lumina to prepare its financial statements, (ii) has the ability to assess the general
application of such accounting principles in connection with the accounting for estimates, accruals and provisions,
(iii) has experience in analyzing and evaluating financial statements that present a breadth and level of complexity of
accounting issues that are generally comparable to that that can reasonably be expected to be raised by Lumina’s
financial statements, and (iv) has an understanding of internal controls and procedures for financial reporting.
Audit Committee Oversight
At no time since the commencement of Lumina’s most recently completed financial year ended December 31, 2017
was a recommendation of the Audit Committee to nominate or compensate an external auditor not adopted by the
Board.
Reliance on Certain Exemptions
At no time since the commencement of Lumina’s most recently completed financial year ended December 31, 2017
has Lumina relied on the exemptions in Section 2.4 of NI 52-110 (De Minimis Non-audit Services), an exemption
from subsection 6.1.1(4) (Circumstances Affecting the Business or Operations of the Venture Issuer), subsection
6.1.1(5) (Events Outside Control of Member), subsection 6.1.1(6) (Death, Incapacity or Resignation), or an
exemption from NI 52-110, in whole or in part, granted under Part 8 of NI 52-110. As Lumina is considered a
“venture issuer” for the purpose of Part 6 of NI 52-110, it is exempted from the requirements of Parts 3
(Composition of the Audit Committee) and 5 (Reporting Obligations) of NI 52-110.
Pre-Approval Policies and Procedures
The Audit Committee has adopted specific policies and procedures for the engagement of non-audit services as
described in item 7 of Lumina’s Audit Committee Charter attached as Schedule “A” hereto.
External Auditor Service Fees (By Category)
The aggregate fees billed by Lumina’s external auditors in each of the last two financial years for audit and related
services are as follows:
Financial Year
Ending

Audit Fees(1)

Audit Related
Fees(2)

Tax Fees(3)

All Other Fees(4)

2017

$62,060

$Nil

$19,227

$Nil

2016

$45,475

$Nil

$7,440

$Nil

(1)

“Audit Fees” include fees necessary to perform the annual audit and quarterly reviews of Lumina’s consolidated financial
statements. Audit Fees include fees for review of tax provisions and for accounting consultations on matters reflected in the
financial statements. Audit Fees also include audit or other attest services required by legislation or regulation, such as
comfort letters, consents, reviews of securities filings and statutory audits.

(2)

“Audit-Related Fees” include fees for services that are traditionally performed by the auditor. These audit-related services
include employee benefit audits, due diligence assistance, accounting consultations on proposed transactions, internal
control reviews and audit or attest services not required by legislation or regulation.

(3)

“Tax Fees” include fees for all tax services other than those included in “Audit Fees” and “Audit-Related Fees”. This
category includes fees for tax compliance, tax planning and tax advice. Tax planning and tax advice includes assistance with
tax audits and appeals, tax advice related to mergers and acquisitions, and requests for rulings or technical advice from tax
authorities.

(4)

“All Other Fees” include all other non-audit services.
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Exemption
Lumina is relying upon the exemption provided under section 6.1 of NI 52-110 regarding the composition of the
Audit Committee and the disclosure requirements of its Audit Committee in an annual information form.
CORPORATE GOVERNANCE
National Policy 58-201 – Corporate Governance Guidelines establishes corporate governance guidelines which
apply to all public companies. Lumina has reviewed its corporate governance practices in light of these guidelines.
In certain cases, Lumina’s practices comply with the guidelines, however, the Board considers that some of the
guidelines are not suitable for Lumina at its current stage of development and therefore these guidelines have not
been adopted. Pursuant to National Instrument 58-101 Disclosure of Corporate Governance Practices (“NI 58101”), Lumina must disclose its approach to corporate governance which is set out below.
Board of Directors
The Board currently consists of six directors: Marshall Koval, Lyle Braaten, Donald Shumka, Michael Steinmann,
Heye Daun and Stephen W.C. Stow. NI 58-101 distinguishes independent and non-independent directors. For the
purposes of NI 58-101, directors who are or have been within the last three years, an employee or executive officer,
are deemed to be not independent of Lumina. Marshall Koval, the current Chief Executive Officer of Lumina, Lyle
Braaten, current Vice President Legal Counsel of Lumina, and Heye Daun, former President and CEO of Ecuador
Gold and Copper Corp. (which amalgamated into a wholly-owned subsidiary of Lumina on November 1, 2016), are
not independent. Messrs. Shumka, Steinmann and Stow are considered independent.
The mandate of the Board is to supervise the management of Lumina and to act in the best interests of Lumina. The
Board acts in accordance with:
(i)

the BCBCA;

(ii)

Lumina’s Notice of Articles and Articles;

(iii)

Lumina’s Code of Ethical Conduct;

(iv)

the charter of the Audit Committee; and

(v)

other applicable laws and Lumina policies.

The Board approves all significant decisions that affect Lumina before they are implemented. The Board then
supervises their implementation and reviews the results.
The Board is actively involved in Lumina’s strategic planning process. The Board discusses and reviews all
materials relating to the strategic plan with management. The Board is responsible for reviewing and approving the
strategic plan. At least one Board meeting each year is devoted to discussing and considering the strategic plan,
which takes into account the risks and opportunities of the business. Management must seek the Board’s approval
for any transaction that would have a significant impact on the strategic plan.
The Board periodically reviews Lumina’s business and implementation of appropriate systems to manage any
associated risks, communications with investors and the financial community and the integrity of Lumina’s internal
control and management information systems. The Board also monitors Lumina’s compliance with its timely
disclosure obligations and reviews material disclosure documents prior to distribution. The Board periodically
discusses the systems of internal control with Lumina’s external auditor.
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The Board is responsible for choosing the President and appointing senior management and for monitoring their
performance and developing descriptions of the positions for the Board, including the limits on management’s
responsibilities and the corporate objectives to be met by management.
The Board approves all of Lumina’s major communications, including annual and quarterly reports and financing
documents. Lumina communicates with its stakeholders through a number of channels including its web site. The
Board approved Lumina’s communication policy that covers the accurate and timely communication of all
important information. It is reviewed annually. This policy includes procedures for communicating with analysts by
conference calls.
The Board, through its Audit Committee, examines the effectiveness of Lumina’s internal control processes and
management information systems. The Board consults with management of Lumina to ensure the integrity of these
systems. Management submits a report to the Audit Committee each year on the quality of Lumina’s internal control
processes and management information systems.
Participation of Directors in Other Reporting Issuers
The participation of the directors in other reporting issuers is described in the table provided under “Election of
Directors” in this Circular.
Orientation and Continuing Education
The Board briefs all new directors with the policies of the Board, and other relevant corporate and business
information.
Board members are encouraged to: communicate with management, auditors and technical consultants; keep
themselves current with industry trends and developments and changes in legislation with management’s assistance;
and attend related industry seminars and visit Lumina’s operations. Board members have full access to Lumina’s
records.
Ethical Business Conduct
Lumina has adopted a written Code of Ethical Conduct (the “Lumina Code”) for its directors, officers and
employees. As one measure to ensure compliance with the Lumina Code, the Board has also established a
Whistleblower Policy which details complaint procedure for financial concerns. The full text of these standards is
available free of charge to any person upon request to the Secretary of Lumina at 410 - 625 Howe Street,
Vancouver, British Columbia, V6C 2T6 (Telephone: (604) 646-1899).
In addition, as some of the directors of Lumina also serve as directors and officers of other companies engaged in
similar business activities, the Board must comply with the conflict of interest provisions of the BCBCA, as well as
the relevant securities regulatory instruments, in order to ensure that directors exercise independent judgment in
considering transactions and agreements in respect of which a director or officer has a material interest. Any
interested director would be required to declare the nature and extent of his interest and would not be entitled to vote
at meetings of directors which evoke any such conflict.
Nomination of Directors
The Board is responsible for identifying individuals qualified to become new Board members and recommending to
the Board new director nominees for the next annual meeting of Shareholders.
New nominees must have a track record in general business management, special expertise in an area of strategic
interest to Lumina, the ability to devote the time required, shown support for Lumina’s mission and strategic
objectives, and a willingness to serve.
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If a candidate looks promising, the Board will conduct due diligence on the candidate and if the results are
satisfactory, the candidate is interviewed and may be invited to join the Board.
Compensation
The Board conducts periodic reviews with regard to directors’ compensation. To make its recommendation on
directors’ compensation, the Board takes into account the types of compensation and the amounts paid to directors
of comparable publicly traded Canadian companies and aligns the interests of directors with the return to
Shareholders.
Other Board Committees
Lumina does not have any standing committees, other than the Audit Committee.
Assessments
The Board monitors the adequacy of information given to directors, communication between the Board and
management and the strategic direction and processes of the Board and committees.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
No current or former director, executive officer or employee of Lumina or any of its subsidiaries is, as at the date of
this Circular, indebted to Lumina in connection with the purchase of Lumina Shares or for any other reason and no
such person’s indebtedness to any other entity is the subject of a guarantee, support agreement, letter of credit or
similar understanding provided by Lumina or any of its subsidiaries.
INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON
Other than as disclosed herein, no person who has been a director or executive officer of Lumina at any time since
the beginning of Lumina’s last financial year, no proposed nominee of management of Lumina for election as a
director of Lumina and no associate or affiliate of the foregoing persons, has any material interest, direct or indirect,
by way of beneficial ownership or otherwise, in matters to be acted upon at the Meeting.
INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS
No informed person or proposed director of Lumina and no associate or affiliate of the foregoing persons has or has
had any material interest, direct or indirect, in any transaction since the commencement of Lumina’s most recently
completed financial year or in any proposed transaction which in either such case has materially affected or would
materially affect Lumina or its subsidiaries.
MANAGEMENT CONTRACTS
Management functions of Lumina are substantially performed by directors or senior officers of Lumina and not, to
any substantial degree, by any other person with whom Lumina has contracted.
PARTICULARS OF OTHER MATTERS TO BE ACTED UPON
THE PLAN OF ARRANGEMENT
Approval of Arrangement Resolution
At the Meeting Shareholders will be asked to approve the Arrangement Resolution, substantially in the form set out
in Schedule “B” to this Circular. In order for the Arrangement Resolution to be approved, it must be passed by at
least two-thirds of the votes cast by Shareholders present in person or by proxy and entitled to vote at the Meeting.
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Background to the Arrangement
Lumina is engaged in the business of exploration and development of mineral properties in Ecuador.
On July 9, 2018 Lumina announced its intention to reorganize its business through the Arrangement, by exchanging
all of the issued and outstanding shares of Lumina for New Lumina Shares and Luminex Shares.
Pursuant to the Plan of Arrangement: (i) Shareholders will receive shares in Luminex in proportion to their
shareholdings in Lumina on the basis of 0.15 of a Luminex Share for each Lumina Share held, and (ii)
Optionholders will receive one Lumina Replacement Option and 0.15 of one Luminex Option for each Lumina
Option previously held. There will be no change in Shareholders’ existing interests in Lumina.
Reasons for the Plan of Arrangement and Recommendation of the Board
After careful consideration, the Board has unanimously determined that the Plan of Arrangement is fair and
in the best interests of Lumina and Shareholders. Accordingly, the Board unanimously recommends that
Shareholders vote FOR the Arrangement Resolution.
The Board believes the Plan of Arrangement is in the best interest of Lumina for the following reasons:
(a)

the Plan of Arrangement is expected to result in two separate and focused, well-capitalized entities, each
with a high quality advanced project providing new and existing shareholders with optionality as to
investment strategy and risk profile;

(b)

the Plan of Arrangement is expected to allow Lumina to focus on the development of its Cangrejos Project;

(c)

the Plan of Arrangement will allow Lumina to raise funding necessary to advance the Cangrejos Project
without diluting Shareholders’ interests in the Transferred Assets;

(d)

the Plan of Arrangement is expected to maximize Shareholder value by allowing the market to value the
Cangrejos Project independently of the Transferred Assets; and

(e)

it is expected that holding the Transferred Assets in Luminex will accelerate development of the
Transferred Assets and give scope for new acquisitions.

In the course of its deliberations, the Board also identified and considered a variety of risks and potentially negative
factors, including, but not limited to the risks set out under “The Plan of Arrangement – Plan of Arrangement Risk
Factors”.
The foregoing discussion summarizes the material information and factors considered by the Board in their
consideration of the Plan of Arrangement. The Board collectively reached its unanimous decision with respect to
the Plan of Arrangement in light of the factors described above and other factors that each member of the Board felt
were appropriate. In view of the wide variety of factors and the quality and amount of information considered, the
Board did not find it useful or practicable to, and did not make specific assessments of, quantify, rank or otherwise
assign relative weights to the specific factors considered in reaching its determination. Individual members of the
Board may have given different weight to different factors.
Steps of the Plan of Arrangement
Pursuant to the Plan of Arrangement, the following steps will be deemed to have occurred in the following order:
(a)

Each Dissent Share shall be repurchased by Lumina for cancellation in consideration for a debt-claim
against Lumina to be paid the fair value of such Dissent Share in accordance with the Plan of Arrangement,
and such Dissent Share shall thereupon be cancelled;
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(b)

The authorized share structure of Lumina shall be reorganized and altered by:
(i)

changing the identifying name of the issued and unissued Lumina Shares from “Common shares” to
“Class A Common shares” and amending the special rights and restrictions attached to those shares
to provide the holders thereof with two votes in respect of each share held; and

(ii)

creating a new class of shares without par value issuable in an unlimited number with the identifying
name “Class B Common shares” having special rights and restrictions identical to those attaching to
the Lumina Shares prior to the amendments described above;

(c)

The issued and outstanding Luminex Shares will be subdivided into that number of Luminex Shares equal
to the aggregate number of Luminex Shares distributable to the Shareholders on the Share Exchange having
regard to the Round Down Provision and the One Share Provision;

(d)

Each holder of a Lumina Option will dispose of each Lumina Option held and in sole consideration therefor
will concurrently receive:
(i)

one Lumina Replacement Option having an exercise price equal to the product obtained by
multiplying: (A) the exercise price of the Lumina Option by (B) the Lumina Ratio, rounded up to the
nearest whole cent; and

(ii)

0.15 of one Luminex Option having an exercise price equal to the product obtained by multiplying:
(A) the quotient obtained by dividing the exercise price of the Lumina Option by 0.15; by (B) the
Luminex Ratio, rounded down to the nearest whole cent in any case where, after such rounding, the
aggregate In-The-Money Amount of the Lumina Replacement Option and fraction of the Luminex
Option received would not exceed the In-The-Money Amount of the Lumina Option disposed of,
and rounded up to the nearest whole cent in any other case, all in accordance with the intention to
comply with the provisions of subsection 7(1.4) of the Tax Act,

except that the aggregate number of Luminex Options issuable to a holder of Lumina Options having a
common expiry date and exercise price shall be rounded down to the nearest whole number, and all Lumina
Options shall thereupon be cancelled;
(e)

Each Shareholder shall dispose of all of its Lumina Shares to Lumina and in consideration therefor, Lumina
shall issue or distribute to the Shareholder:
(i)

the same number of New Lumina Shares; and

(ii)

that number of Luminex Shares equal to the product of the number of Lumina Shares held and 0.15,
as adjusted by the Round Down Provision and the One Share Provision, if any, in respect of that
Shareholder,

and in connection with the Share Exchange,
(iii)

the name of each Shareholder shall be removed from the central securities register for the Lumina
Shares and added to the central securities register for the New Lumina Shares and the Luminex
Shares as the holder of the number of New Lumina Shares and Luminex Shares, respectively,
received pursuant to the Share Exchange;

(iv)

the Lumina Shares shall be cancelled and the capital in respect of such shares shall be reduced to nil;
and
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(v)

(f)

an amount equal to the capital of the Lumina Shares immediately before the Share Exchange less the
aggregate fair market value of the Luminex Shares distributed on the Share Exchange shall be added
to the capital in respect of the New Lumina Shares; and

The authorized share structure of Lumina shall be reorganized and altered by:
(i)

eliminating the Lumina Shares from the authorized share structure of Lumina; and

(ii)

changing the identifying name of the issued and unissued New Lumina Shares from “Class B
Common shares” to “Common shares”.

No fractional Luminex Shares shall be distributed by Lumina to a Shareholder on the Share Exchange. If Lumina
would otherwise be required to distribute to a Shareholder an aggregate number of Luminex Shares that is not a
round number, then the number of Luminex Shares distributable to that Shareholder shall be rounded down to the
next lesser whole number of Luminex Shares and that Shareholder shall not receive any compensation in respect
thereof. Notwithstanding the foregoing, if the Round Down Provision would otherwise result in the number of
Luminex Shares distributable to a particular Shareholder being rounded down from one to nil, then the Round Down
Provision shall not apply and Lumina shall distribute one Luminex Share to that Shareholder.
Effect of the Plan of Arrangement
Upon completion of the Plan of Arrangement, Shareholders will continue to hold shares of Lumina in the same
number and proportion as prior to the Plan of Arrangement. Shareholders will receive Luminex Shares in proportion
to their shareholdings in Lumina by way of the Share Exchange, pursuant to which each existing Lumina Share is
exchanged for one New Lumina Share and 0.15 of a Luminex Share.
Optionholders will also hold their Options in the same number and proportion as prior to the Plan of Arrangement.
Optionholders will receive one Lumina Replacement Option and 0.15 of one Luminex Option.
Plan of Arrangement Risk Factors
There are risks associated with the Plan of Arrangement including:
Lumina and Luminex may not obtain the necessary approvals for completion of the Plan of Arrangement on
satisfactory terms or at all
Completion of the Plan of Arrangement is subject to the approval of the Court and the receipt of all necessary
Shareholder and Optionholder approvals and third-party consents. There can be no certainty, nor can there be any
assurance, that these conditions will be satisfied or, if satisfied, when they will be satisfied.
The Arrangement Agreement may be terminated in certain circumstances
Lumina and Luminex may terminate the Arrangement Agreement and the Plan of Arrangement in certain
circumstances. Accordingly, there can be no certainty that the Arrangement Agreement will not be terminated before
the completion of the Plan of Arrangement.
The market price for the Lumina Shares may decline
If the Arrangement Resolution is not approved by Shareholders or, even if the Arrangement Resolution is approved,
as a result of the Condor Project being transferred to Luminex, an entity separate from Lumina, the market price of
the Lumina Shares may decline to the extent that the current market price of the Lumina Shares reflects a market
assumption that the Plan of Arrangement will be completed or to the extent the current market price of the Lumina
Shares reflects the value associated with the Condor Project, as applicable.
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Effective Date and Conditions of the Plan of Arrangement
If the Arrangement Resolution is approved, the Final Order is obtained approving the Plan of Arrangement, every
requirement of the BCBCA relating to the Plan of Arrangement has been complied with and all other conditions
disclosed under “The Plan of Arrangement − Conditions to the Plan of Arrangement Becoming Effective” are met or
waived, the Plan of Arrangement will become effective. Lumina presently expects that the Effective Date will be on
or about August 31, 2018.
Conditions to the Plan of Arrangement Becoming Effective
Completion of the Plan of Arrangement is subject to a number of specified conditions being met as of the Effective
Time, including:
(a)

the Interim Order shall not have been set aside or modified in a manner unacceptable to any of the Parties,
acting reasonably, on appeal or otherwise;

(b)

the Arrangement Resolution shall have been approved by two-thirds of the votes cast by Shareholders at the
Meeting, in accordance with the Interim Order;

(c)

the Court shall have determined that the terms and conditions of the exchange of Lumina Shares for New
Lumina Shares and Luminex Shares in the Plan of Arrangement are procedurally and substantively fair to
Shareholders, and the Final Order shall have been obtained in form and substance satisfactory to all Parties,
each acting reasonably, not later than September 30, 2018 or such later date as the Parties may agree;

(d)

the TSX-V shall have given conditional acceptance to the listing thereon of the Luminex Shares to be
distributed pursuant to the Plan of Arrangement, subject to compliance with the usual requirements of the
TSX-V;

(e)

all material consents, orders, rulings, approvals and assurances, including regulatory and judicial approvals
and orders, required for the completion of the transactions provided for in the Arrangement Agreement and
the Plan of Arrangement shall have been obtained or received from the Authorities, including applicable
orders, rulings no action letters and registrations pursuant to Securities Legislation to permit the Luminex
Shares to be distributed pursuant to the Plan of Arrangement;

(f)

no action shall have been instituted and be continuing on the Effective Date for an injunction to restrain, a
declaratory judgment in respect of, or damages on account of, or relating to, the Plan of Arrangement and
there shall not be in force any order or decree restraining or enjoining the consummation of the transactions
contemplated by the Arrangement Agreement and no cease trading or similar order with respect to any
securities of any of the Parties shall have been issued and remain outstanding;

(g)

none of the consents, orders, rulings, approvals or assurances required for the implementation of the Plan of
Arrangement shall contain terms or conditions or require undertakings or security deemed unsatisfactory or
unacceptable by any of the Parties, acting reasonably;

(h)

no law, regulation or policy shall have been proposed, enacted, promulgated or applied which interferes or
is inconsistent with the completion of the Plan of Arrangement, including any material change to the
income tax laws of Canada, which would have a material adverse effect upon Shareholders if the Plan of
Arrangement is completed;

(i)

the issuance of the securities under the Plan of Arrangement shall be exempt from the registration under
U.S. Securities Act pursuant to the Section 3(a)(10) Exemption;

(j)

the Arrangement Agreement shall not have been terminated; and
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(k)

no more than five percent of Shareholders, in the aggregate, shall have exercised their Dissent Rights.

The obligation of each Party to complete the transactions contemplated by the Arrangement Agreement is further
subject to the condition, which may be waived by such Party without prejudice to its right to rely on any other
condition in its favour, that the covenants of the other Party to be performed on or before the Effective Date pursuant
to the terms of the Arrangement Agreement shall have been duly performed by it and that the representations and
warranties of the other Party shall be true and correct in all material respects as at the Effective Date (except for
representations and warranties made as of the specific date, the accuracy of which shall be determined as at that
specific date), with the same effect as if such representations and warranties had been made at, and as of, such time
and each such Party shall receive a certificate, dated the Effective Date, of a senior officer of each other Party
confirming the same.
The Arrangement Agreement provides that it may be terminated in certain circumstances before the Effective Date
notwithstanding approval of the Plan of Arrangement by Shareholders and the Court.
Additional Terms of the Arrangement Agreement
In addition to the terms and conditions of the Arrangement Agreement set out elsewhere in this Circular, additional
terms described below apply. The description of the Arrangement Agreement, both below and elsewhere in this
Circular, is summary only, not comprehensive and is qualified in its entirety by reference to the terms of the
Arrangement Agreement which may be found at www.sedar.com.
Mutual Covenants of Lumina and Luminex
Each of Luminex and Lumina covenanted with the other Party in the Arrangement Agreement that it will:
(a)

use commercially reasonable efforts and do all things reasonably required of it to cause the Plan of
Arrangement to become effective on or before September 30, 2018;

(b)

do and perform all such acts and things, and execute and deliver all such agreements, assurances, notices
and other documents and instruments as may reasonably be required, both prior to and after the Effective
Date, to facilitate the carrying out of the intent and purposes of the Arrangement Agreement;

(c)

use commercially reasonable efforts to cause each of the conditions precedent set forth in the Arrangement
Agreement, which are within its control, to be satisfied on or prior to August 31, 2018; and

(d)

indemnify and save harmless the other Party from and against any and all liabilities, claims, demands,
losses, costs, damages and expenses to which such Party or any of its representatives may be subject or may
suffer, in any way caused by, or arising, directly or indirectly, from or in consequence of:
(i)

any misrepresentation or alleged misrepresentation in any information included in the Circular that
is provided by the other for the purpose of inclusion in the Circular; and

(ii)

any order made, or any inquiry, investigation or proceeding pursuant to any applicable Securities
Legislation, or by any Authority, based on any misrepresentation or any alleged misrepresentation in
any information provided by the other for the purpose of inclusion in the Circular.

Lumina’s Covenants
Lumina agreed in the Arrangement Agreement that it will:
(a)

until the Effective Date, not perform any act or enter into any transaction which interferes or is inconsistent
with the completion of the Plan of Arrangement;
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(b)

apply to the Court for the Interim Order;

(c)

solicit proxies to be voted at the Meeting in favour of the Arrangement Resolution and prepare, as soon as
practicable, this Circular and proxy solicitation materials and any amendments or supplements thereto as
required by, and in compliance with, the Interim Order, and applicable law, and, subject to receipt of the
Interim Order, convene the Meeting as ordered by the Interim Order and conduct the Meeting in accordance
with the Interim Order and as otherwise required by law;

(d)

in a timely and expeditious manner, file this Circular in all jurisdictions where the same is required to be
filed by it and mail the same to the Securityholders in accordance with the Interim Order and applicable
law;

(e)

ensure that the information set forth in this Circular relating to Lumina and its subsidiaries, and their
respective businesses and properties and the effect of the Plan of Arrangement thereon will be true, correct
and complete in all material respects and will not contain any untrue statement of any material fact or omit
to state any material fact required to be stated therein or necessary in order to make the statements therein
not misleading in light of the circumstances in which they are made;

(f)

without limiting the generality of any of the foregoing covenants, until the Effective Date except as
required to effect the Plan of Arrangement or with the consent of Luminex will not:
(i)

issue any additional Lumina Shares or other securities of Lumina except pursuant to the exercise of
outstanding Stock Options prior to the date hereof;

(ii)

issue or enter into any agreement or agreements to issue or grant options, warrants or rights to
purchase any Lumina Shares or other securities of Lumina; and

(iii)

alter or amend its constating documents as the same exist at the date of the Arrangement Agreement
except as specifically provided for hereunder;

(g)

prior to the Effective Date, make application to the applicable regulatory Authorities for such orders under
applicable securities and/or corporate laws as may be necessary or desirable in connection with the Plan of
Arrangement; and

(h)

perform the obligations required to be performed by it under the Plan of Arrangement and do all such other
acts and things as may be necessary or desirable and are within its power and control in order to carry out
and give effect to the Plan of Arrangement, including (without limitation) using commercially reasonable
efforts to obtain:
(i)

the approval of Shareholders required for the implementation of the Plan of Arrangement;

(ii)

the Interim Order and, subject to the obtaining of all required consents, orders, rulings and approvals
(including, without limitation, required approvals of Shareholders), the Final Order;

(iii)

such other consents, orders, rulings or approvals and assurances as are necessary or desirable for the
implementation of the Plan of Arrangement, including those referred to in the Arrangement
Agreement; and

(iv)

satisfaction of the conditions precedent referred to in the Arrangement Agreement.
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Luminex’s Covenants
Luminex agrees in the Arrangement Agreement that it will:
(a)

until the Effective Date, not perform any act or enter into any transaction which interferes or is inconsistent
with the completion of the Plan of Arrangement;

(b)

cooperate with and support Lumina in its application for the Interim Order and the preparation of this
Circular;

(c)

without limiting the generality of any of the foregoing covenants, until the Effective Date except as
required to give effect to the Plan of Arrangement or with the consent of Lumina will not:

(d)

(i)

issue any additional Luminex Shares or other securities of Luminex other than in connection with
the Plan of Arrangement or transactions required in order to effect the Plan of Arrangement;

(ii)

issue or enter into any agreement or agreements to issue or grant options, warrants or rights to
purchase any Luminex Shares or other securities of Luminex; and

(iii)

alter or amend its constating documents as the same exist at the date of this Agreement except as
specifically provided for hereunder; and

perform the obligations required to be performed by it under the Plan of Arrangement and do all such other
acts and things as may be necessary or desirable and are within its power and control in order to carry out
and give effect to the Plan of Arrangement, including (without limitation) using commercially reasonable
efforts to obtain:
(i)

such consents, orders, rulings or approvals and assurances as are necessary or desirable for the
implementation of the Plan of Arrangement, including those referred to in the Arrangement
Agreement; and

(ii)

satisfaction of the conditions precedent referred to in the Arrangement Agreement.

Court Approval of the Plan of Arrangement and Effective Date
The Plan of Arrangement requires the approval of the Court under the BCBCA.
On July 10, 2018, prior to mailing of the material in respect of the Meeting, Lumina obtained the Interim Order
providing for the calling and holding of the Meeting and other procedural matters and issued a notice of hearing for
the Final Order to approve the Plan of Arrangement. Attached to this Circular as Schedule “F” is a copy of the
Interim Order and attached as Schedule “G” is the notice of hearing (the “Notice of Hearing”) for the Final Order.
Subject to the approval of the Arrangement Resolution by Shareholders at the Meeting, the Court hearing in respect
of the Final Order is scheduled to take place at 9:45 a.m., Pacific time, on August 23, 2018, or as soon thereafter as
counsel for Lumina may be heard, at the Law Courts, 800 Smithe Street, Vancouver, British Columbia.
Securityholders who wish to participate in or be represented at the Court hearing should consult with their
legal adviser as to the necessary requirements.
At the Court hearing, Securityholders who wish to participate or to be represented or to present evidence or
argument may do so, subject to the rules of the Court. Although the authority of the Court is very broad under the
BCBCA, Lumina has been advised by counsel that the Court will consider, among other things, the procedural and
substantive fairness and reasonableness of the terms and conditions of the Plan of Arrangement to Securityholders
and the rights and interests of every person affected. The Court may approve the Plan of Arrangement as proposed
or as amended in any manner as the Court may direct.
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The Luminex Shares and New Lumina Shares to be issued to Shareholders in exchange for their Luminas Shares
and the Luminex Options and Lumina Replacement Options to be issued to Optionholders in exchange for their
Lumina Options pursuant to the Arrangement have not been and will not be registered under the U.S. Securities Act
or the securities laws of any state of the United States and will be issued and exchanged in reliance upon the Section
3(a)(10) Exemption and similar exemptions provided under the securities laws of each state of the United States in
which Securityholders reside. The Section 3(a)(10) Exemption exempts the issuance of any securities issued in
exchange for one or more bona fide outstanding securities from the general requirement of registration where the
terms and conditions of the issuance and exchange of such securities have been approved by a court of competent
jurisdiction that is expressly authorized by law to grant such approval, after a hearing upon the fairness of the terms
and conditions of such issuance and exchange at which all persons to whom it is proposed to issue the securities
have the right to appear and receive timely and adequate notice thereof. The Court will be advised prior to the
hearing of the application for the Final Order that if the terms and conditions of the Arrangement, and the fairness
thereof, are approved by the Court, the issuance of the Luminex Shares and New Lumina Shares to Shareholders in
exchange for their Lumina Shares and the issuance of the Luminex Options and Lumina Options to Optionholders in
exchange for their Lumina Options pursuant to the Arrangement will not require registration under the U.S.
Securities Act. Accordingly, the Final Order of the Court will, if granted, constitute a basis for the Section 3(a)(10)
Exemption with respect to the issuance and exchange of the Luminex Shares and New Lumina Shares for the
Lumina Shares and the issuance and exchange of the Luminex Options and Lumina Replacement Options for the
Lumina Options pursuant to the Arrangement. See “The Plan of Arrangement – Court Approval of the Plan of
Arrangement and Effective Date”.
Under the terms of the Interim Order, each Securityholder will have the right to appear and make representations at
the application for the Final Order. Any person desiring to appear at the hearing to be held by the Court to approve
the Plan of Arrangement pursuant to the Notice of Hearing is required to file with the Court and serve upon Lumina
at the address set out below, on or before 4:00 p.m. Vancouver time, on August 22, 2018, a notice of his, her or its
response to petition, including his, her or its address for delivery, together with any evidence or materials which are
to be presented to the Court. The response to petition and supporting materials must be delivered, within the time
specified, to Lumina at the following address:
Attention: Steve Warnett
Borden Ladner Gervais LLP
1200 Waterfront Centre
200 Burrard Street
P.O. Box 48600
Vancouver, British Columbia V7X 1T2
It is presently contemplated that the Effective Date will be on or about August 31, 2018.
Listing of Luminex Shares and Approval of the TSX-V
It is a condition of closing to the Arrangement that the TSX-V has given conditional acceptance to the listing of the
Luminex Shares. Listing will be subject to Luminex fulfilling all the listing requirements of the TSX-V. Luminex
does not have any of its securities listed or quoted, and has not applied to list or quote any of its securities, on a U.S.
marketplace.
The Arrangement Agreement provides that receipt of all regulatory approvals, including without limitation, the
approval of the TSX-V for the listing of the Luminex Shares to be issued pursuant to the Plan of Arrangement, is a
condition precedent to the Plan of Arrangement becoming effective.
Fees and Expenses
All expenses incurred in connection with the Plan of Arrangement and the transactions contemplated thereby shall
be paid by the Party incurring such expenses.
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APPROVAL OF LUMINA OPTION PLAN
At the Meeting, Shareholders will be asked to consider, and if thought advisable, to pass an ordinary resolution in
substantially the form set forth in Schedule “C” hereto to confirm and approve the Lumina Option Plan. Under TSXV policy, all such rolling stock option plans which set the number of Lumina Shares issuable under the Lumina
Option Plan at a maximum of ten percent of the issued and outstanding Lumina Shares must be approved by
Shareholders on an annual basis.
The Board implemented the Lumina Option Plan effective July 25, 2014. The number of Lumina Shares which may
be issued pursuant to options previously granted and those granted under the Lumina Option Plan is a maximum of
ten percent of the issued and outstanding Lumina Shares at the time of the grant. In addition, the number of Lumina
Shares which may be reserved for issuance to any one individual may not exceed five percent of the issued Lumina
Shares on a yearly basis unless Lumina has obtained disinterested shareholder approval, or two percent if the
optionee is engaged in “investor relations activities” (as defined in the TSX Venture Exchange Corporate Finance
Manual) or is a consultant. The number of Lumina Shares which may be reserved for issuance to insiders of Lumina
as a group may not exceed ten percent of the issued Lumina Shares on a yearly basis. The number of Lumina Shares
which may be reserved for issuance to any one consultant may not exceed two percent of the issued Lumina Shares
on a yearly basis.
The purpose of the Lumina Option Plan is to allow Lumina to grant options to directors, officers, employees and
consultants, as additional compensation, and as an opportunity to participate in the success of Lumina. The granting
of such options is intended to align the interests of such persons with that of Shareholders. Lumina Options will be
exercisable over periods of up to five years as determined by the Board and are required to have an exercise price no
less than the closing market price of the Lumina Shares prevailing on the day that the option is granted less a
discount of up to 25%, the amount of the discount varying with market price in accordance with the policies of the
TSX-V. Pursuant to the Lumina Option Plan, the Board may from time to time authorize the issue of options to
directors, officers employees and consultants of Lumina and its subsidiaries or employees of companies providing
management or consulting services to Lumina or its subsidiaries (“Eligible Persons”).
The Lumina Option Plan contains no vesting requirements, but permits the Board to specify a vesting schedule in its
discretion. The Lumina Option Plan provides that if a change of control, as defined therein, occurs, all shares subject
to option shall immediately become vested and may thereupon be exercised in whole or in part by the option holder.
If the optionee ceases to be an Eligible Person, by reason of termination for cause, any outstanding option held on
the date of termination will be cancelled as of that date. If the optionee ceases to be an Eligible Person by reason of
early retirement, voluntary resignation or termination other than for cause, then each option held by the optionee
shall be exercisable in respect of that number of options that have vested pursuant to the terms of the option
agreement governing such option at any time up to but not after the earlier of the expiry date of that option and the
date which is 90 days after the optionee ceases to be an Eligible Person (or 30 days if the optionee was engaged in
“investor related activities”). If the optionee ceases to be an Eligible Person by reason of death or disability, then
each option held by the optionee will be exercisable in respect of that number of options that have vested pursuant to
the terms of the option agreement governing such option at any time up to but not after the earlier of the expiry date
of that option and the date which is 12 months after the date of death or disability.
The full text of the Lumina Option Plan is available at 410 – 625 Howe Street and will also be available for review
at the Meeting.
Management of Lumina believes the re-approval of the Lumina Option Plan as described above is in the best
interests of Lumina and recommends that Shareholders vote in favour of the ordinary resolution reapproving the Lumina Option Plan.
In the absence of instructions to the contrary, the persons named in the enclosed Proxy intend to vote for the
approval of the Lumina Option Plan.
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APPROVAL OF LUMINEX OPTION PLAN
As the Lumina Option Plan will not carry forward to Luminex, and in contemplation of the Arrangement, if the
Arrangement is approved at the Meeting, Shareholders will also be asked to consider and, if thought advisable, to
pass an ordinary resolution as set forth in Schedule “D” attached hereto, confirming and approving the Luminex
Option Plan at the Meeting.
The purpose of the Luminex Option Plan is to give to directors, officers and Service Providers (as defined in the
Luminex Option Plan), as additional compensation, the opportunity to participate in the progress of Luminex by
granting to such individuals options, exercisable over periods of up to ten years as determined by the Luminex Board,
to buy shares of Luminex at a price equal to the Market Price or Discounted Market Price (as each term is defined in
the Luminex Option Plan). Pursuant to the Luminex Option Plan, the Luminex Board may from time to time
authorize the issue of options to directors, officers, employees and consultants of Luminex and its subsidiaries or
employees of companies providing management, administrative or consulting services to Luminex or its
subsidiaries.
Any grant of Luminex Options under the Luminex Option Plan is within the discretion of the Luminex Board,
subject to the condition that the maximum number of Luminex Shares that may be issuable pursuant to Luminex
Options granted under the Luminex Option Plan cannot exceed 4,000,000. The number of Luminex Shares issuable
to any one individual under the Luminex Option Plan, together with all of Luminex’s other previously established or
proposed equity-based compensation arrangements, must not exceed five percent of the total number of issued and
outstanding Luminex Shares on a non-diluted basis. The number of Luminex Shares which may be issued to insiders
under the Luminex Option Plan, together with all of Luminex’s other previously established or proposed share
compensation arrangements, in aggregate, must not at any time exceed ten percent of the total number of issued and
outstanding Luminex Shares on a non-diluted basis. In addition, the number of Luminex Shares which may be
issuable under the Luminex Option Plan, together with all of Luminex’s other previously established or proposed
equity-based compensation arrangements, within a twelve month period: (i) to insiders of Luminex in aggregate,
cannot exceed eight percent of the outstanding Luminex Shares; (ii) to one individual who is an insider of Luminex
or any associates of such insider, cannot exceed five percent of the outstanding Luminex Shares; (iii) to a consultant,
cannot exceed two percent of the outstanding Luminex Shares; and (iv) to all employees performing investor
relations activities, cannot exceed, in aggregate, two percent of the outstanding Luminex Shares. Luminex Options
granted to consultants performing Investor Relations Activities (as defined in the Luminex Option Plan) will vest in
stages over a twelve month period with no more than 25% of the options vesting in any three month period.
The term of any Luminex Options granted under the Luminex Option Plan will be fixed by the Luminex Board at
the time such Luminex Options are granted and must not exceed a term of ten years. Any Luminex Options which
are terminated or expire will be available for re-granting under the Luminex Option Plan. Upon expiry of a Luminex
Option, or in the event a Luminex Option is otherwise terminated for any reason, without having been exercised in
full, the number of Luminex Shares in respect of the expired or terminated Luminex Option will again be available
for the purposes of the Luminex Option Plan. The exercise price of any Luminex Options granted under the
Luminex Option Plan will be determined by the Luminex Board, in its sole discretion, but cannot be less than the
greater of the weighted average trading price for the five trading days prior to the date the Luminex Option is
granted or the market price of the Luminex Shares on the date of grant less a variable discount (which is based on
the market price of the Luminex Shares on the date of grant), or the Discounted Market Price (as defined in the
Luminex Option Plan). The Luminex Option Plan also provides for reclassification of Luminex Options in the event
of any consolidation, subdivision, conversion or exchange of Luminex Shares.
Under the Luminex Option Plan, Luminex Options are non-assignable and non-transferable, and subject to such
vesting provisions as the Luminex Board in its sole discretion shall determine. For Luminex Options granted to
employees, consultants or management company employees, Luminex represents that the respective optionee is a
bona fide employee, consultant or management company employee, as applicable. If the optionee ceases to be a
director, officer, or service provider of Luminex or any of its subsidiaries, or ceases to be employed or engaged by
Luminex (other than by reason of death), as the case may be, then each Luminex Option held by the optionee shall
be exercisable in respect of that number of Luminex Shares that have vested pursuant to the terms of the option
agreement governing such Luminex Option at any time up to but not after the earlier of the expiry date of that
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Luminex Option and on the date which is 30 days after the optionee ceases to be a director, officer, or service
provider of Luminex. If the optionee ceases to be a director, officer, or service provider of Luminex or any of its
subsidiaries due to death or disability (as defined in the Luminex Option Plan), then each Luminex Option held by
the optionee shall be exercisable in respect of that number of Luminex Shares that have vested pursuant to the terms
of the option agreement governing such Luminex Option at any time up to but not after the earlier of the expiry date
of that Luminex Option and the date which is twelve months after the date of death or disability.
The full text of the Luminex Option Plan is available at 410 – 625 Howe Street and will also be available for review
at the Meeting.
Management of Lumina believes the approval of the Luminex Option Plan as described above is in the best
interests of Lumina and recommends that Shareholders vote in favour of the ordinary resolution approving
the Luminex Option Plan.
In the absence of instructions to the contrary, the persons named in the enclosed Proxy intend to vote for the
approval of the Luminex Option Plan.
RIGHTS OF DISSENTING SHAREHOLDERS
Shareholders who wish to dissent should take note that the procedures for dissenting to the Plan of
Arrangement require strict compliance with sections 237 to 247 of the BCBCA, as modified by the Interim
Order, the Final Order and the Plan of Arrangement.
As indicated in the Notice of the Meeting, any registered holder of Lumina Shares is entitled to be paid the fair
value of such shares in accordance with section 245 of the BCBCA if such holder duly dissents in respect of the Plan
of Arrangement and the Plan of Arrangement becomes effective. A Shareholder is not entitled to dissent with
respect to such holder’s shares if such holder votes any of those shares in favour of the Arrangement Resolution.
If a Shareholder duly complies with the procedures to be taken by a registered Shareholder in exercising Dissent
Rights (the “Dissent Procedures”) and is ultimately entitled to be paid for their Lumina Shares, the Lumina Shares
held by such Shareholder will be deemed to be repurchased by Lumina in accordance with the terms of the Plan of
Arrangement and Lumina will pay the amount to be paid in respect of the Lumina Shares.
A brief summary of the provisions of sections 237 to 247 of the BCBCA is set out below.
A written notice of dissent from the Arrangement Resolution pursuant to section 242 of the BCBCA, must be sent to
Lumina by a registered Shareholder that has duly exercised Dissent Rights (a “Dissenting Shareholder”) by the end
of business, Vancouver time, on August 17, 2018. The notice of dissent should be delivered by registered mail to
Lumina at the address for notice described below. After the Arrangement Resolution is approved by Shareholders
and within one month after Lumina notifies the Dissenting Shareholder of Lumina’s intention to act upon the
Arrangement Resolution pursuant to section 243 of the BCBCA, the Dissenting Shareholder must send to Lumina, a
written notice that such holder requires the purchase of all of the Lumina Shares in respect of which such holder has
given notice of dissent, together with the share certificate or certificates representing those Lumina Shares
(including a written statement prepared in accordance with section 244(1)(c) of the BCBCA if the dissent is being
exercised by the Dissenting Shareholder on behalf of a beneficial holder). A Dissenting Shareholder who does not
strictly comply with the Dissent Procedures or, for any other reason, is not entitled to be paid fair value for his, her
or its Lumina Shares for which he, she or it has exercised Dissent Rights (“Dissenting Shares”) will be deemed to
have participated in the Plan of Arrangement on the same basis as non-Dissenting Shareholders.
Any Dissenting Shareholder who has duly complied with section 244(1) of the BCBCA or Lumina may apply to the
Court, and the Court may determine the fair value of the Dissenting Shares and make consequential orders and give
directions as the Court considers appropriate. There is no obligation on Lumina to apply to the Court. The
Dissenting Shareholder will be entitled to receive the fair value that the Dissenting Shares had immediately before
the passing of the Arrangement Resolution.
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Addresses for Notice
All notices of dissent to the Plan of Arrangement pursuant to section 242 of the BCBCA should be sent to Lumina
at:
Lumina Gold Corp.
Attention: Vice President, Legal Counsel
410 – 625 Howe Street
Vancouver, British Columbia V6C 2T6
Strict Compliance with Dissent Provisions Required
The foregoing summary does not purport to provide a comprehensive statement of the procedures to be followed by
a Dissenting Shareholder who seeks payment of the fair value of the Lumina Shares held and is qualified in its
entirety by reference to sections 237 to 247 of the BCBCA, as modified by the Interim Order, the Final Order and
the Plan of Arrangement. A copy of the Interim Order is attached to this Circular as Schedule “F”. Sections 237
to 247 of the BCBCA are reproduced in Schedule “H” to this Circular. The Dissent Procedures must be strictly
adhered to and any failure by a Shareholder to do so may result in the loss of that holder’s Dissent Rights.
Accordingly, each Shareholder who wishes to exercise Dissent Rights should carefully consider and comply with
the Dissent Procedures and consult such holder’s legal advisers.
CANADIAN FEDERAL INCOME TAX CONSIDERATIONS
The following fairly summarizes the principal Canadian federal income tax consequences under the Tax Act
generally applicable to Shareholders in respect of the disposition of Lumina Shares pursuant to the Arrangement,
and the acquisition, holding, and disposition of New Lumina Shares and Luminex Shares acquired pursuant to the
Arrangement.
In this summary, an otherwise undefined term that first appears in quotation marks has the meaning ascribed to it in
the Tax Act.
Comment is restricted to Shareholders who, for purposes of the Tax Act, (i) hold their Lumina Shares, and will hold
their New Lumina Shares and Luminex Shares solely as capital property, and (ii) deal at arm’s length with and are
not affiliated with Luminex and Lumina (each such Shareholder, a “Holder”).
Generally a Holder’s Lumina Share, New Lumina Share or Luminex Share will be considered to be capital property
of the Holder provided that the Holder does not hold the share in the course of carrying on a business of buying and
selling securities and has not acquired the share in one or more transactions considered to be an adventure in the
nature of trade.
A Resident Holder (as defined below under “Canadian Federal Income Tax Considerations − Holders Resident in
Canada”) whose Lumina Shares, New Lumina Shares or Luminex Shares might not otherwise be capital property
may in certain circumstances irrevocably elect under subsection 39(4) of the Tax Act to have those shares, and all
other “Canadian securities” held by the Resident Holder in the taxation year of the election or in any subsequent
taxation year treated as capital property. Resident Holders should consult their own tax advisers regarding the
advisability of making such an election.
This summary does not apply to a Holder that:
(a)

is a “financial institution” for the purposes of the mark-to-market rules in the Tax Act or a “specified
financial institution”;

(b)

has elected to report its Canadian federal income tax results in a currency other than Canadian currency;
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(c)

has entered or will enter into a “derivative forward agreement”, a “synthetic disposition arrangement”, or a
“synthetic equity arrangement”;

(d)

has acquired Lumina Shares, or will acquire New Lumina Shares or Luminex Shares, on the exercise of an
employee stock option;

(e)

holds one or more Lumina Options, in respect of those Lumina Options; or

(f)

is a person or partnership an interest in which is a “tax shelter investment”.

Each such Holder should consult the Holder’s own tax advisers with respect to the consequences of the
Arrangement.
This summary is based on the current provisions of the Tax Act, the regulations thereunder and counsel’s
understanding of the current published administrative practices and policies of the Canada Revenue Agency. This
summary takes into account all specific proposals to amend the Tax Act and Regulations (the “Proposed
Amendments”) announced by the Minister of Finance (Canada) prior to the date. It is assumed that the Proposed
Amendments will be enacted as currently proposed and that there will be no other change in law or administrative or
assessing practice, whether by legislative, governmental, or judicial action or decision, although no assurance can be
given in these respects. This summary does not take into account provincial, territorial or foreign income tax
considerations, which may differ materially from the Canadian federal income tax considerations discussed below.
Additional considerations, not discussed in this summary, may be applicable to a Holder that is a corporation
resident in Canada, and is, or becomes, or does not deal at arm’s length for purposes of the Tax Act with a
corporation resident in Canada that is or becomes, as part of a transaction or event or series of transactions or events
that includes the acquisition of New Lumina Shares or Luminex Shares, controlled by a non-resident corporation for
purposes of the foreign affiliate dumping rules in section 212.3 of the Tax Act. Such Holders should consult their
Canadian tax advisers with respect to the consequences of the Arrangement.
This summary is of a general nature only and is not and should not be construed as legal or tax advice to any
particular person. Each person who may be affected by the Arrangement should consult the person’s own tax
advisers with respect to the person’s particular circumstances.
Holders Resident in Canada
This portion of this summary applies solely to Holders each of whom is or is deemed to be resident solely in Canada
for the purposes of the Tax Act and any applicable income tax treaty or convention (each a “Resident Holder”).
Exchange of Lumina Shares for New Lumina Shares and Luminex Shares
A Resident Holder who exchanges his, her or its Lumina Shares for New Lumina Shares and Luminex Shares
pursuant to the Arrangement will be deemed to have received a taxable dividend equal to the amount, if any, by
which the fair market value of the Luminex Shares distributed to the Resident Holder pursuant to the Share
Exchange at the time of the Share Exchange exceeds the “paid-up capital” (“PUC”) of the Resident Holder’s
Lumina Shares determined at that time. Any such taxable dividend will be taxable as described below under
“Canadian Federal Income Tax Considerations − Holders Resident in Canada − Taxation of Dividends”. Lumina
expects that the fair market value of all Luminex Shares distributed to Shareholders pursuant the Share Exchange
under the Arrangement will not exceed the PUC of the Lumina Shares. Accordingly, Lumina does not expect that
any Resident Holder will be deemed to receive a taxable dividend on the Share Exchange.
A Resident Holder who exchanges his, her or its Lumina Shares for New Lumina Shares and Luminex Shares on the
Share Exchange will realize a capital gain equal to the amount, if any, by which the fair market value of those
Luminex Shares at the time of the Share Exchange, less the amount of any taxable dividend deemed to be received
by the Resident Holder as described in the preceding paragraph, exceeds the “adjusted cost base” (“ACB”) of the
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Resident Holder’s Lumina Shares determined immediately before the Share Exchange. Any capital gain so realized
will be taxable as described below under “Canadian Federal Income Tax Considerations − Holders Resident in
Canada − Taxation of Capital Gains and Losses”.
The Resident Holder will acquire the Luminex Shares received on the Share Exchange at a cost equal to their fair
market value at that time, and the New Lumina Shares received on the Share Exchange at a cost equal to the amount,
if any, by which the ACB of the Resident Holder’s Lumina Shares immediately before the Share Exchange exceeds
the fair market value of the Luminex Shares at the time of the Share Exchange.
Disposition of New Lumina Shares or Luminex Shares after the Arrangement
A Resident Holder who disposes or is deemed to dispose of a New Lumina Share or Luminex Share generally will
realize a capital gain (or capital loss) equal to the amount, if any, by which the proceeds of disposition therefor are
greater (or less) than the ACB of the share to the Resident Holder, less reasonable costs of disposition. Any such
capital gain or capital loss will be taxable or deductible as described below under “Canadian Federal Income Tax
Considerations − Holders Resident in Canada – Taxation of Capital Gains and Capital Losses”.
Taxation of Dividends
A Resident Holder who is an individual (other than certain trusts) and receives or is deemed to receive a taxable
dividend in a taxation year on the Resident Holder’s Lumina Shares, New Lumina Shares, or Luminex Shares will
be required to include the amount of the dividend in income for the year, subject to the dividend gross-up and tax
credit rules applicable to taxable dividends received by a Canadian resident individual from a “taxable Canadian
corporation”, including the enhanced dividend gross-up and tax credit applicable to the extent that Lumina or
Luminex, as the case may be, designates the taxable dividend to be an “eligible dividend” in accordance with the
Tax Act.
A Resident Holder that is a corporation and receives or is deemed to receive a taxable dividend in a taxation year on
its Lumina Shares, New Lumina Shares, or Luminex Shares must include the amount in its income for the year, but
generally will be entitled to deduct an equivalent amount from its taxable income. A Resident Holder that is a
“private corporation” or a “subject corporation” may be liable under Part IV of the Tax Act to pay a tax of 38 1/3%
(refundable in certain circumstances) on any such dividends to the extent that the dividend is deductible in
computing the corporation’s taxable income.
Taxation of Capital Gains and Capital Losses
A Resident Holder who realizes a capital gain or capital loss in a taxation year on the actual or deemed disposition
of a Lumina Share, New Lumina Share or Luminex Share generally will be required to include one half of any such
capital gain (a “taxable capital gain”) in income for the year, and entitled to deduct one half of any such capital loss
(an “allowable capital loss”) against taxable capital gains realized in the year and, to the extent not so deductible, in
any of the three preceding taxation years or any subsequent taxation year, to the extent and in the circumstances
specified in the Tax Act.
The amount of any capital loss realized by a Resident Holder that is a corporation on the actual or deemed
disposition of a Lumina Share, New Lumina Share or Luminex Share may be reduced by the amount of dividends
received or deemed to have been received by it on the share (or on a share substituted therefor) to the extent and in
the circumstances described in the Tax Act. Similar rules may apply where the corporation is a member or
beneficiary of a partnership or trust that held the share, or where a partnership or trust of which the corporation is a
member or beneficiary is itself a member of a partnership or a beneficiary of a trust that held the share.
A Resident Holder that is a “Canadian-controlled private corporation” throughout the relevant taxation year may be
liable to pay an additional tax of 10 2/3% (refundable in certain circumstances) on its “aggregate investment
income”, which includes taxable capital gains, for the year.
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Alternative Minimum Tax on Individuals
A Resident Holder who is an individual (including certain trusts) and receives a taxable dividend on, or realizes a
capital gain on the disposition of, a Lumina Share, New Lumina Share or Luminex Share may thereby be liable for
alternative minimum tax to the extent and within the circumstances set out in the Tax Act.
Dissenting Shareholders
A Dissenting Shareholder to whom Lumina consequently pays the fair value of his, her or its Lumina Shares will be
deemed to receive a taxable dividend in the taxation year of payment equal to the amount, if any, by which the
payment (excluding interest) exceeds the PUC of the Dissenting Shareholder’s Lumina Shares determined
immediately before the Arrangement. Any such taxable dividend will be taxable as described above under
“Canadian Federal Income Tax Considerations − Holders Resident in Canada – Taxation of Dividends”. The
Dissenting Shareholder will also realize a capital gain (or capital loss) equal to the amount, if any, by which the
payment (excluding interest), less any such deemed taxable dividend, exceeds (is exceeded by) the ACB of the
Dissenting Shareholder’s Lumina Shares determined immediately before the Arrangement. Any such capital gain or
loss will generally be taxable or deductible as described above under “Canadian Federal Income Tax
Considerations − Holders Resident in Canada – Taxation of Capital Gains and Capital Losses”.
The Dissenting Shareholder will be required to include any portion of the payment that is on account of interest in
income in the year the interest is received or becomes receivable, depending on the method regularly followed by
the Dissenting Shareholder in computing income. Resident Holders who are contemplating exercising their
Dissent Rights should consult their own tax advisers.
Eligibility for Investment – New Lumina Shares and Luminex Shares
A New Lumina Share will be a “qualified investment” for a trust governed by an RRSP, RRIF, deferred profit
sharing plan, RESP, RDSP or TFSA (collectively, “Registered Plans”) at any time at which the New Lumina
Shares are listed on a “designated stock exchange” (which includes the TSX-V), or Lumina is a “public
corporation”.
A Luminex Share will be a qualified investment for a Registered Plan at any time at which the Luminex Shares are
listed on a designated stock exchange (which includes the TSX-V), or Luminex is a public corporation. If the
Luminex Shares are not listed on a designated stock exchange at the time they are distributed pursuant to the
Arrangement, but become so listed before Luminex’s “filing-due date” for its first taxation year and Luminex makes
the appropriate election in its tax return for that year, Luminex will be deemed to be a public corporation from the
beginning of the year and the Luminex Shares consequently will be considered to be qualified investments for
Registered Plans from their date of issue. Luminex intends that the Luminex Shares will be listed on a designated
exchange before the filing-due date for its first taxation year, and that Luminex will make the appropriate election in
its tax return for that year.
Notwithstanding the foregoing, the “controlling individual” of an RRSP, RRIF, RDSP, RESP or TFSA will be
subject to a penalty tax in respect of a New Lumina Share or a Luminex Share held in the RRSP, RRIF, RDSP,
RESP or TFSA, as applicable, if the share is a “prohibited investment” under the Tax Act. A New Lumina Share or
a Luminex Share generally will not be a prohibited investment for an RRSP, RRIF, RDSP, RESP or TFSA, as
applicable, provided that (i) the controlling individual of the account does not have a “significant interest” in
Lumina or Luminex, as applicable, and (ii) Lumina or Luminex, as applicable, deals at arm’s length with the
controlling individual for the purposes of the Tax Act. Shareholders should consult their own tax advisers to
ensure that the New Lumina Shares and Luminex Shares would not be a prohibited investment for a trust
governed by a RRSP, RRIF, RDSP, RESP or TFSA in their particular circumstances.
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Holders Not Resident in Canada
This portion of this summary applies solely to Holders each of whom at all material times for the purposes of the
Tax Act (i) has not been and is not resident or deemed to be resident in Canada for purposes of the Tax Act, and (ii)
does not and will not use or hold Lumina Shares, New Lumina Shares, or Luminex Shares in connection with
carrying on a business in Canada (each a “Non-resident Holder”).
Special rules, which are not discussed in this summary, may apply to a Non-resident Holder that is an insurer
carrying on business in Canada and elsewhere, or an “authorized foreign bank”. Such Non-resident Holders should
consult their own tax advisers with respect to the Arrangement.
Exchange of Lumina Shares for New Lumina Shares and Luminex Shares
The discussion of the tax consequences of the Share Exchange for Resident Holders under the heading “Holders
Resident in Canada - Exchange of Lumina Shares for New Lumina Shares and Luminex Shares” generally will also
apply to Non-resident Holders in respect of the Share Exchange. The general taxation rules applicable to Nonresident Holders in respect of a deemed taxable dividend or capital gain arising on the Share Exchange are discussed
below under the headings “Canadian Federal Income Tax Considerations − Holders Not Resident in Canada –
Taxation of Dividends” and “Canadian Federal Income Tax Considerations − Holders Not Resident in Canada –
Taxation of Capital Gains and Capital Losses” respectively.
Taxation of Dividends
A Non-resident Holder to whom Lumina or Luminex pays or credits (or is deemed to pay or credit) an amount as a
dividend in respect of the Non-resident Holder’s Lumina Shares, New Lumina Shares, or Luminex Shares will be
subject to Canadian withholding tax equal to 25% of the gross amount of the dividend, or such lower rate as may be
available under an applicable income tax convention, if any. The rate of withholding tax under The Canada-US
Income Tax Convention (1980) (the “Treaty”) applicable to a Non-resident Holder who is entitled to all of the
benefits under the Treaty, and who holds less than 10% of the voting stock of Luminex or Lumina (as applicable),
will be 15%. The payor of the dividend will be required to withhold the Canadian withholding tax from the
dividend and remit the withheld amount to the Canada Revenue Agency for the Non-resident Holder’s account.
Taxation of Capital Gains and Capital Losses
A Non-resident Holder will not be subject to Canadian federal income tax in respect of any capital gain arising on an
actual or deemed disposition of a Lumina Share, New Lumina Share or Luminex Share unless at the time of
disposition the share is “taxable Canadian property”, and is not “treaty-protected property”.
Generally, a Lumina Share, New Lumina Share, or Luminex Share, as applicable, of the Non-resident Holder will
not be taxable Canadian property of the Non-resident Holder at any time at which the share is listed on a designated
stock exchange (which includes the TSX-V) unless, at any time during the 60 months immediately preceding the
disposition of the share,
(a)

the Non-resident Holder, one or more persons with whom the Non-resident Holder does not deal at arm’s
length, partnerships in which the Non-resident Holder or persons with whom the Non-resident Holder does
not deal at arm’s length hold a membership interest in directly or indirectly through one or more
partnerships, or any combination thereof, owned 25% or more of the issued shares of any class of the
capital stock of Lumina or Luminex, as applicable, and

(b)

the share derived more than 50% of its fair market value directly or indirectly from, or from any
combination of, real property situated in Canada, “Canadian resource properties”, “timber resource
properties”, and interest, rights or options in or in respect of any of the foregoing.

Shares may also be deemed to be taxable Canadian property under other provisions of the Tax Act.
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Generally, a Lumina Share, New Lumina Share, or Luminex Share, as applicable, of the Non-resident Holder will be
treaty-protected property of the Non-resident Holder at the time of disposition if at that time any income or gain of
the Non-resident Holder from the disposition of the share would be exempt from Canadian income tax under Part I
of the Tax Act because of a tax treaty between Canada and another country.
A Non-resident Holder who disposes or is deemed to dispose of a Lumina Share, New Lumina Share, or Luminex
Share that, at the time of disposition, is taxable Canadian property and is not treaty-protected property will realize a
capital gain (or capital loss) equal to the amount, if any, by which the Non-resident Holder’s proceeds of disposition
of the share exceeds (or is exceeded by) the Non-resident Holder’s ACB in the share and reasonable costs of
disposition. The Non-resident Holder generally will be required to include one half of any such capital gain (taxable
capital gain) in the Non-resident Holder’s taxable income earned in Canada for the year of disposition, and be
entitled to deduct one half of any such capital loss (allowable capital loss) against taxable capital gains included in
the Non-resident Holder’s taxable income earned in Canada for the year of disposition and, to the extent not so
deductible, against such taxable capital gains realized in any of the three preceding taxation years or any subsequent
taxation year, to the extent and in the circumstances set out in the Tax Act.
Dissenting Non-Resident Holders
The discussion above applicable to Resident Holders under the heading “Holders Resident in Canada - Dissenting
Shareholders” will generally also apply to a Non-resident Holder who validly exercises Dissent Rights in respect of
the Arrangement. The Non-resident Holder generally will be subject to Canadian federal income tax in respect of
any deemed taxable dividend or capital gain or loss arising as a consequence of the exercise of Dissent Rights as
discussed above under the headings “Holders Not Resident in Canada – Taxation of Dividends” and “Holders Not
Resident in Canada – Taxation of Capital Gains and Capital Losses” respectively.
CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS
The following discussion summarizes certain material U.S. federal income tax consequences to a U.S. Holder, as
defined below, of the Arrangement and the ownership and disposition of New Lumina Shares and Luminex Shares
received in the Arrangement. This summary does not address the U.S. federal income tax consequences to
Optionholders regarding their Options.
This summary is based on the U.S. Internal Revenue Code of 1986, as amended (the “Code”), Treasury regulations
promulgated under the Code (“Treasury Regulations”), administrative pronouncements, rulings or practices, and
judicial decisions, all as of the date of this Circular. Future legislative, judicial, or administrative modifications,
revocations, or interpretations, which may or may not be retroactive, and may result in U.S. federal income tax
consequences significantly different from those discussed in this Circular. No legal opinion from U.S. legal counsel
has been or will be sought or obtained regarding the U.S. federal income tax consequences of the Arrangement. In
addition, this summary is not binding on the U.S. Internal Revenue Service (the “IRS”), and no ruling has been or
will be sought or obtained from the IRS with respect to any of the U.S. federal income tax consequences discussed
in this Circular. There can be no assurance that the IRS will not challenge any of the conclusions described in this
Circular or that a U.S. court will not sustain such a challenge.
This summary is for general informational purposes only and does not address all possible U.S. federal tax issues
that could apply with respect to the Arrangement. This summary does not take into account the facts unique to any
particular U.S. Holder that could impact its U.S. federal income tax consequences with respect to the Arrangement.
This discussion is not, and should not be, construed as legal or tax advice to a U.S. Holder. Each U.S. Holder should
consult its own tax adviser regarding the U.S. federal income, U.S. state and local, and foreign tax consequences of
the Arrangement and the ownership and disposition of Lumina Shares, New Lumina Shares, or Luminex Shares.
This summary does not address the U.S. federal income tax consequences to U.S. Holders subject to special rules,
including but not limited to U.S. Holders that: (i) are banks, financial institutions, or insurance companies; (ii) are
regulated investment companies or real estate investment trusts; (iii) are brokers, dealers, or traders in securities or
currencies; (iv) are tax-exempt organizations; (v) hold Lumina Shares (or after the Arrangement, New Lumina
Shares or Luminex Shares) as part of hedges, straddles, constructive sales, conversion transactions, or other
integrated investments; (vi) except as specifically provided below, acquire Lumina Shares (or after the Arrangement,
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Luminex Shares) as compensation for services or through the exercise or cancellation of employee stock options or
warrants; (vii) have a functional currency other than the U.S. dollar; (viii) own or have owned directly, indirectly, or
constructively 10% or more of the voting power of all outstanding shares of Lumina (and after the Arrangement,
Lumina and Luminex); (ix) are U.S. expatriates; (x) are subject to the alternative minimum tax; or (xi) owns or will
own Lumina Shares, New Lumina Shares and/or Luminex that it acquired at different times or at different market
prices or that otherwise have different per share cost bases or holding periods for U.S. tax purposes. In addition, this
discussion does not address any U.S. federal estate, gift, or other non-income tax, or any state, local, or non-U.S. tax
consequences of the Arrangement. U.S. Holders that are subject to special provisions under the Code, including U.S.
Holders described immediately above, should consult their own tax advisers regarding the U.S. federal income tax
consequences of the Arrangement and the ownership and disposition of Luminex Shares.
For the purposes of this summary, “U.S. Holder” means a beneficial owner of Lumina Shares, Luminex Shares or
New Lumina Shares (as applicable) that is: (i) an individual who is a citizen or resident of the U.S. for U.S. federal
income tax purposes; (ii) a corporation (or other entity taxable as a corporation for U.S. federal income tax
purposes) created or organized under the laws of the U.S., any U.S. state, or the District of Columbia; (iii) an estate,
the income of which is subject to U.S. federal income tax regardless of its source; or (iv) a trust that (a) is subject to
the primary jurisdiction of a court within the U.S. and for which one or more U.S. persons have authority to control
all substantial decisions or (b) has a valid election in effect under applicable Treasury Regulations to be treated as a
U.S. person.
If a pass-through entity, including a partnership or other entity taxable as a partnership for U.S. federal tax purposes,
holds Lumina Shares, New Lumina Shares or Luminex Shares the U.S. federal income tax treatment of an owner or
partner generally will depend on the status of such owner or partner and on the activities of the pass-through entity.
This summary does not address any U.S. federal income tax consequences to such owners or partners of a passthrough entity holding Lumina Shares, New Lumina Shares or Luminex Shares and such persons are urged to
consult their own tax adviser.
For purposes of this summary, “non-U.S. Holder” means a beneficial owner of Lumina Shares, New Lumina Shares
or Luminex Shares (as applicable) other than a U.S. Holder. This summary does not address the U.S. federal income
tax consequences of the Arrangement to non-U.S. Holders. Accordingly, non-U.S. Holders should consult their own
tax advisers regarding the U.S. federal income, U.S. state and local, and foreign tax consequences (including the
potential application and operation of any income tax treaties) of the Arrangement.
This summary assumes that Lumina Shares, New Lumina Shares and Luminex Shares are or will be held as capital
assets (generally, property held for investment), within the meaning of the Code, in the hands of a U.S. Holder at all
relevant times.
U.S. Federal Income Tax Consequences of the Arrangement
The Arrangement will be effected under applicable provisions of Canadian corporate law, which are technically
different from analogous provisions of U.S. corporate law. Therefore, the U.S. federal income tax consequences of
certain aspects of the Arrangement are not certain. Nonetheless, Lumina believes, and the following discussion
assumes, that (a) the renaming and redesignation of the Lumina Shares and (b) the exchange by the Shareholders of
the redesignated Lumina Shares for New Lumina Shares and Luminex Shares, taken together, will properly be
treated for U.S. federal income tax purposes, under the step-transaction doctrine or otherwise, as (i) a tax-deferred
exchange by the Shareholders of their Lumina Shares for New Lumina Shares, either under Section 1036 or Section
368(a)(1)(E) of the Code, combined with (ii) a distribution of the Luminex Shares to the Shareholders under Section
301 of the Code. In addition, except as discussed below, a U.S. Holder should have the same basis and holding
period in New Lumina Shares as such U.S. Holder had in its Lumina Shares.
There can be no assurance that the IRS will not challenge the U.S. federal income tax treatment of the Arrangement
or that, if challenged, a U.S. court would not agree with the IRS. Each U.S. Holder should consult its own tax
adviser regarding the proper treatment of the Arrangement for U.S. federal income tax purposes.
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Reporting Requirements for Significant Holders
Assuming that the Arrangement qualifies as a reorganization within the meaning of Section 368(a)(1)(E) of the Code,
U.S. Holders that are “significant holders” within the meaning of U.S. Treasury Regulation Section 1.368-3(c) are
required to report certain information to the IRS on their U.S. federal income tax returns for the taxable year in which
the Arrangement occurs and all such U.S. Holders must retain certain records related to the Arrangement. Each U.S.
Holder should consult its own tax adviser regarding its information reporting and record retention responsibilities in
connection with the Arrangement.
Receipt of Luminex Shares pursuant to the Arrangement
Subject to the “passive foreign investment company” (“PFIC”) rules discussed below under “Potential Application
of the PFIC Rules” a U.S. Holder that receives Luminex Shares pursuant to the Arrangement will be treated as
receiving a distribution of property in an amount equal to the fair market value of the Luminex Shares received on
the distribution date (without reduction for any Canadian income or other tax withheld from such distribution). Such
distribution would be taxable to the U.S. Holder as a dividend to the extent of Lumina’s current and accumulated
earnings and profits. To the extent the fair market value of the Luminex Shares distributed exceeds Lumina’s
adjusted tax basis in such shares (as calculated for U.S. federal income tax purposes), the proposed Arrangement can
be expected to generate additional earnings and profits for Lumina in an amount equal to the excess of the fair
market value of the Luminex Shares distributed by Lumina and Lumina’s basis in those shares for U.S. income tax
purposes. Any such dividend generally will not be eligible for the “dividends received deduction” in the case of U.S.
Holders that are corporations. To the extent that the fair market value of the Luminex Shares exceeds the current and
accumulated earnings and profits of Lumina, the distribution of the Luminex Shares pursuant to the Arrangement
will be treated first as a non-taxable return of capital to the extent of a U.S. Holder’s tax basis in the Lumina Shares,
with any remaining amount being taxed as a capital gain. Preferential tax rates apply to long-term capital gains of a
U.S. Holder that is an individual, estate, or trust. There are currently no preferential tax rates for long-term capital
gains of a U.S. Holder that is a corporation.
A dividend paid by Lumina to a U.S. Holder who is an individual, estate or trust generally will be taxed at the
preferential tax rates applicable to long-term capital gains if Lumina is a “qualified foreign corporation” (“QFC”)
and certain holding period and other requirements for the Lumina Shares are met. Lumina generally will be a QFC
as defined under Section 1(h)(11) of the Code if Lumina is eligible for the benefits of the Canada - U.S. Tax
Convention or its shares are readily tradable on an established securities market in the U.S. However, even if
Lumina satisfies one or more of these requirements, Lumina will not be treated as a QFC if Lumina is a PFIC (as
defined below) for the tax year during which it pays a dividend or for the preceding tax year. See the section below
under the heading “Potential Application of the PFIC Rules.”
If a U.S. Holder is not eligible for the preferential tax rates discussed above, a dividend paid by Lumina to a U.S.
Holder generally will be taxed at ordinary income tax rates (rather than the preferential tax rates applicable to longterm capital gains). The dividend rules are complex, and each U.S. Holder should consult its own tax adviser
regarding the application of such rules.
A surtax of 3.8% will apply to so-called “net investment income” of an individual U.S. Holder who recognizes
adjusted gross income for such year, subject to certain modifications, in excess of $200,000 ($250,000 for a joint
return or a surviving spouse and $125,000 for a married taxpayer filing separately). Net investment income
generally includes interest, dividends, royalties, rents, gross income from a trade or business involving passive
activities, and net gain from the disposition of property (other than property held in a non-passive trade or business).
To the extent that the receipt of Luminex Shares is treated as a dividend or as capital gain, such dividend income or
capital gain generally will constitute net investment income. Each U.S. Holder should consult such U.S. Holder’s
own tax adviser regarding the applicability of the tax on net investment income to that U.S. Holder.
Dissenting U.S. Holders
Subject to the PFIC rules discussed below under “Potential Application of the PFIC Rules,” a U.S. Holder that
exercises the right to dissent from the Arrangement (a “Dissenting U.S. Holder”) and receives cash for such U.S.
Holder’s Lumina Shares generally will recognize gain or loss in an amount equal to the difference, if any, of (a) the
amount of cash received by such U.S. Holder in exchange for the Lumina Shares (other than amounts, if any, that
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are or are deemed to be interest for U.S. federal income tax purposes, which amounts will be taxed as ordinary
income) and (b) the adjusted tax basis of such U.S. Holder in the Lumina Shares surrendered, provided such U.S.
Holder does not actually or constructively own any New Lumina Shares after the Arrangement. Such gain or loss
generally will be capital gain or loss, which will be long-term capital gain or loss if the Lumina Shares are held for
more than one year. Preferential tax rates apply to long-term capital gains of a U.S. Holder that is an individual,
estate, or trust. There are currently no preferential tax rates for long-term capital gains of a U.S. Holder that is a
corporation. Deductions for capital losses are subject to complex limitations under the Code.
If a U.S. Holder that exercises the right to dissent from the Arrangement and receives cash for such U.S. Holder’s
Lumina Shares actually or constructively owns New Lumina Shares after the Arrangement, all or a portion of the
cash received by such U.S. Holder may be taxable as a distribution under the same rules as discussed under “Receipt
of Luminex Shares pursuant to the Arrangement” above.
As discussed previously, a surtax of 3.8% will be imposed on “net investment income” of certain U.S. Holders, to
the extent that net investment exceeds certain thresholds. Net investment income generally will include, among other
things, gain recognized by a Dissenting U.S. Holder on the receipt of cash in exchange for their Lumina Shares.
Dissenting U.S. Holders should consult their tax advisers regarding the effect, if any, of this surtax on their exercise
of the right to dissent from the Arrangement.
Potential Application of the PFIC Rules
The tax considerations of the Arrangement to a particular U.S. Holder will depend on whether Lumina was a PFIC
during any year in which a U.S. Holder owned Lumina Shares. In general, a foreign corporation is a PFIC for any
taxable year in which either (i) 75% or more of the foreign corporation’s gross income is passive income, or (ii) 50%
or more of the average quarterly value of the foreign corporation’s assets produced are held for the production of
passive income. Passive income includes, for example, dividends, interest, certain rents and royalties, certain gains
from the sale of stock and securities, and certain gains from commodities transactions. Passive income does not
include gains from the sale of commodities that arise in the active conduct of a commodities business by a non-U.S.
corporation, provided that certain other requirements are satisfied. In determining whether or not it is classified as a
PFIC, a foreign corporation is required to take into account its pro rata portion of the income and assets of each
corporation in which it owns, directly or indirectly, at least a 25% interest by value.
The determination of PFIC status is inherently factual and generally cannot be determined until the close of the
taxable year in question. Additionally, the analysis depends, in part, on the application of complex U.S. federal
income tax rules, which are subject to differing interpretations. U.S. Holders are urged to consult their own U.S. tax
advisers regarding the application of the PFIC rules to the Arrangement. Certain subsidiaries and other entities in
which a PFIC has a direct or indirect interest could also be PFICs with respect to a U.S. person owning an interest in
the first-mentioned PFIC. Lumina has not made a determination as to whether it was a PFIC in prior years and does
not commit to make any such determination in the current or future years.
If Lumina is a PFIC or was a PFIC at any time during a U.S. Holder’s holding period for the Lumina Shares, the
effect of the PFIC rules on a U.S. Holder receiving Luminex Shares pursuant to the Arrangement will depend on
whether such U.S. Holder has made a timely and effective election to treat Lumina as a QEF under Section 1295 of
the Code (a “QEF Election”) or has made a mark-to-market election with respect to its Lumina Shares under
Section 1296 of the Code (a “Mark-to-Market Election”). In this summary, a U.S. Holder that has made a timely
QEF Election or Mark-to-Market Election with respect to its Lumina Shares is referred to as an “Electing Lumina
Shareholder” and a U.S. Holder that has not made a timely QEF Election or a Mark-to-Market Election with
respect to its Lumina Shares is referred to as a “Non-Electing Lumina Shareholder.” For a description of the
QEF Election and Mark-to-Market Election, U.S. Holders should consult the discussion below under “U.S. Federal
Income Tax Consequences Related to the Ownership and Disposition of Luminex Shares, New Lumina Shares and
Lumina Shares - Passive Foreign Investment Company Rules – QEF Election” and “– Mark-to-Market Election”.
An Electing Lumina Shareholder generally would not be subject to the default rules of Section 1291 of the Code
discussed below upon the receipt of the Luminex Shares pursuant to the Arrangement. Instead, the Electing Lumina
Shareholder generally would be subject to the rules described below under “U.S. Federal Income Tax Consequences
Related to the Ownership and Disposition of Luminex Shares, New Lumina Shares and Lumina Shares - Passive
Foreign Investment Company Rules – QEF Election” and “– Mark-to-Market Election”.
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With respect to Non-Electing Lumina Shareholder, if Lumina is a PFIC or was a PFIC at any time during a U.S.
Holder’s holding period for the Lumina Shares, the default rules under Section 1291 of the Code will apply to gain
recognized on any disposition of Lumina Shares and to “excess distributions” from Lumina (generally, distributions
received in the current taxable year that are in excess of 125% of the average distributions received during the three
preceding years (or during the U.S. Holder’s holding period for the Lumina Shares, if shorter).Under Section 1291
of the Code, any such gain recognized on the sale or other disposition of Lumina Shares and any excess distribution
must be ratably allocated to each day in a Non-Electing Lumina Shareholder’s holding period for the Lumina
Shares. The amount of any such gain or excess distribution allocated to the tax year of disposition or distribution of
the excess distribution and to years before Lumina became a PFIC, if any, would be taxed as ordinary income. The
amounts allocated to any other tax year would be subject to U.S. federal income tax at the highest tax rate applicable
to ordinary income in each such prior year without regard to the Non-Electing Lumina Shareholder’s U.S. federal
income tax net operating losses or other attributes and an interest charge would be imposed on the tax liability for
each such year, calculated as if such tax liability had been due in each such prior year. Such Non-Electing Lumina
Shareholders that are not a corporation must treat any such interest paid as “personal interest,” which is not
deductible.
If the distribution of the Luminex Shares pursuant to the Arrangement constitutes an “excess distribution” or results
in the recognition of capital gain as described above under “Receipt of Luminex Shares pursuant to the
Arrangement” with respect to a Non-Electing Lumina Shareholder, such Non-Electing Lumina Shareholder will be
subject to the rules of Section 1291 of the Code discussed above upon the receipt of the Luminex Shares. In
addition, the distribution of the Luminex Shares pursuant to the Arrangement may be treated, under proposed
Treasury Regulations, as the “indirect disposition” by a Non-Electing Lumina Shareholder of such Non-Electing
Lumina Shareholder’s indirect interest in Luminex, which generally would be subject to the rules of Section 1291 of
the Code discussed above.
U.S. Federal Income Tax Consequences Related to the Ownership and Disposition of Luminex Shares, New
Lumina Shares and Lumina Shares
If the Arrangement is approved by Shareholders, each Shareholder will ultimately receive one Luminex Share and
one New Lumina Share for each Lumina Share held by such Shareholder. If the Arrangement is not approved by the
Shareholders, each Shareholder shall retain its Lumina Shares. The U.S. federal income tax consequences to a U.S.
Holder related to the ownership and disposition of Luminex Shares, New Lumina Shares or Lumina Shares, as the
case may be, will generally be the same and are described below.
In General
The following discussion is subject to the rules described below under the heading “Passive Foreign Investment
Company Rules.”
Distributions
A U.S. Holder that receives a distribution, including a constructive distribution, with respect to a Luminex Share,
New Lumina Share or Lumina Share will be required to include the amount of such distribution in gross income as a
dividend (without reduction for any Canadian income tax withheld from such distribution) to the extent of the
current or accumulated “earnings and profits” of the distributing company, as computed for U.S. federal income tax
purposes. A dividend generally will be taxed to a U.S. Holder at ordinary income tax rates if the distributing
company is a PFIC. To the extent that a distribution exceeds the current and accumulated “earnings and profits” of
the distributing company, such distribution will be treated first as a tax-free return of capital to the extent of a U.S.
Holder’s tax basis in the shares of the distributing company and thereafter as gain from the sale or exchange of such
shares. See the discussion below under the heading “Sale or Other Taxable Disposition of Shares.” However, the
distributing company may not maintain the calculations of earnings and profits in accordance with U.S. federal
income tax principles, and each U.S. Holder should therefore assume that any distribution with respect to the
Luminex Shares, New Lumina Shares or Lumina Shares will constitute ordinary dividend income. Dividends
received on Luminex Shares, New Lumina Shares or Lumina Shares generally will not be eligible for the “dividends
received deduction.” In addition, distributions from Luminex or Lumina (either on New Lumina Shares or Lumina
Shares) will not constitute qualified dividend income eligible for the preferential tax rates applicable to long-term
capital gains if the distributing company were a PFIC either in the year of the distribution or in the immediately
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preceding year, or if the distributing company is not eligible for the benefits of the Canada - U.S. Tax Convention
and its shares are not readily tradable on an established securities market in the U.S. The dividend rules are complex,
and each U.S. Holder should consult its own tax adviser regarding the application of such rules.
Sale or Other Taxable Disposition of Shares
Upon the sale or other taxable disposition of Luminex Shares, New Lumina Shares or Lumina Shares, a U.S. Holder
generally will recognize capital gain or loss in an amount equal to the difference between the U.S. dollar value of
cash received plus the fair market value of any property received and such U.S. Holder’s tax basis in such shares
sold or otherwise disposed of. A U.S. Holder’s tax basis in Luminex Shares, New Lumina Shares or Lumina Shares
generally will be such holder’s U.S. dollar cost for such shares. Gain or loss recognized on such sale or other
disposition generally will be long-term capital gain or loss if, at the time of the sale or other disposition, the shares
have been held for more than one year.
Preferential tax rates apply to long-term capital gain of a U.S. Holder that is an individual, estate, or trust. There are
currently no preferential tax rates for long-term capital gain of a U.S. Holder that is a corporation. Deductions for
capital losses are subject to significant limitations under the Code.
Passive Foreign Investment Company Rules
If Luminex or Lumina were to constitute a PFIC under the meaning of Section 1297 of the Code (as described above
under “U.S. Federal Income Tax Consequences of the Arrangement – Receipt of Luminex Shares pursuant to the
Arrangement “) for any year during a U.S. Holder’s holding period, then certain potentially adverse rules will affect
the U.S. federal income tax consequences to such U.S. Holder resulting from the acquisition, ownership and
disposition of Luminex Shares, New Lumina Shares or Lumina Shares, as applicable. Lumina believes that it was a
“passive foreign investment company” (“PFIC”) for its prior tax year and based on current business plans and
financial projections, Lumina expects to be a PFIC for its current tax year. Lumina also expects that Luminex
should be a PFIC for its initial tax year and may be a PFIC in future tax years. The determination of whether any
corporation was, or will be, a PFIC for a tax year depends, in part, on the application of complex U.S. federal
income tax rules, which are subject to differing interpretations. In addition, whether any corporation will be a PFIC
for any tax year depends on the assets and income of such corporation over the course of each such tax year and, as
a result, cannot be predicted with certainty as of the date of this document. Accordingly, there can be no assurance
that the IRS will not challenge whether Lumina (or a Subsidiary PFIC as defined below) was a PFIC in a prior year
or whether Luminex or Lumina is a PFIC in the current or future years. Each U.S. Holder should consult its own tax
adviser regarding the PFIC status of Luminex, Lumina and any of their Subsidiary PFICs. Neither Luminex nor
Lumina currently intend to provide information to its shareholders concerning whether it is a PFIC for 2015 or
future years.
Each U.S. Holder generally must file IRS Form 8621 reporting distributions received and gain realized with respect
to each PFIC in which the U.S. Holder holds a direct or indirect interest. In addition, subject to certain rules intended
to avoid duplicative filings, U.S. Holders generally must file an annual information return on IRS Form 8621 with
respect to each PFIC in which the U.S. Holder holds a direct or indirect interest. Each U.S. Holder should consult its
tax adviser regarding these and any other applicable information or other reporting requirements.
Under certain attribution rules, if either Luminex of Lumina is a PFIC, U.S. Holders will generally be deemed to
own their proportionate share of its direct or indirect equity interest in any subsidiary that is also a PFIC (a
“Subsidiary PFIC”), and will be subject to U.S. federal income tax on any indirect gain realized on the stock of a
Subsidiary PFIC on the sale of the Luminex Shares, New Lumina Shares or Lumina Shares, as applicable, and their
proportionate share of (a) any excess distributions on the stock of a Subsidiary PFIC and (b) a disposition or deemed
disposition of the stock of a Subsidiary PFIC by Luminex or Lumina or another Subsidiary PFIC, both as if such
U.S. Holders directly held the shares of such Subsidiary PFIC. Accordingly, U.S. Holders should be aware that they
could be subject to tax even if no distributions are received and no redemptions or other dispositions of Luminex
Shares, New Lumina Shares or Lumina Shares are made.
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Default PFIC Rules Under Section 1291 of the Code
If either Luminex or Lumina is a PFIC for any tax year during which a U.S. Holder owns Luminex Shares, New
Lumina Shares or Lumina Shares, as applicable, the U.S. federal income tax consequences to such U.S. Holder of
the acquisition, ownership, and disposition of such shares will depend on whether and when such U.S. Holder makes
a QEF Election to treat Luminex or Lumina, as applicable, and each Subsidiary PFIC, if any, as a QEF under
Section 1295 of the Code or makes a Mark-to-Market Election under Section 1296 of the Code. A U.S. Holder that
does not make either a timely QEF Election or a Mark-to-Market Election with respect to its Luminex Shares, New
Lumina Shares or Lumina Shares, as applicable, will be referred to in this summary as a “Non-Electing
Shareholder.”
A Non-Electing Shareholder will be subject to the rules of Section 1291 of the Code (described below) with respect
to (a) any gain recognized on the sale or other taxable disposition of Luminex Shares, New Lumina Shares or
Lumina Shares, as applicable, and (b) any excess distribution received on the Luminex Shares, New Lumina Shares
or Lumina Shares, as applicable. A distribution generally will be an “excess distribution” to the extent that such
distribution (together with all other distributions received in the current tax year) exceeds 125% of the average
distributions received during the three preceding tax years (or during a U.S. Holder’s holding period for the
applicable shares, if shorter).
Under Section 1291 of the Code, any gain recognized on the sale or other taxable disposition of Luminex Shares,
New Lumina Shares or Lumina Shares, as applicable, (including an indirect disposition of the stock of any
Subsidiary PFIC), and any “excess distribution” received on such shares, must be ratably allocated to each day in a
Non-Electing Shareholder’s holding period for the respective shares. The amount of any such gain or excess
distribution allocated to the tax year of disposition or distribution of the excess distribution and to years before the
entity became a PFIC, if any, would be taxed as ordinary income. The amounts allocated to any other tax year would
be subject to U.S. federal income tax at the highest tax rate applicable to ordinary income in each such year without
regard to the shareholder’s net operating losses or other U.S. federal income tax attributes, and an interest charge
would be imposed on the tax liability for each such year, calculated as if such tax liability had been due in each such
year. A Non-Electing Shareholder that is not a corporation must treat any such interest paid as “personal interest,”
which is not deductible.
If either Luminex or Lumina is a PFIC for any tax year during which a Non-Electing Shareholder holds Luminex
Shares, New Lumina Shares or Lumina Shares, as applicable, the applicable company will continue to be treated as
a PFIC with respect to such Non-Electing Shareholder, regardless of whether that company ceases to be a PFIC in
one or more subsequent tax years. A Non-Electing Shareholder may terminate this deemed PFIC status by electing
to recognize gain (which will be taxed under the rules of Section 1291 of the Code discussed above), but not loss, as
if such shares were sold on the last day of the last tax year for which the applicable company was a PFIC.
QEF Election
A U.S. Holder that makes a timely and effective QEF Election for the first tax year in which its holding period of its
Luminex Shares, New Lumina Shares or Lumina Shares, as applicable, begins generally will not be subject to the
rules of Section 1291 of the Code discussed above with respect to those shares. A U.S. Holder that makes a timely
and effective QEF Election will be subject to U.S. federal income tax on such U.S. Holder’s pro rata share of (a) the
net capital gain of Luminex or Lumina, as applicable, which will be taxed as long-term capital gain to such U.S.
Holder, and (b) the ordinary earnings of Luminex or Lumina, as applicable, which will be taxed as ordinary income
to such U.S. Holder. Generally, “net capital gain” is the excess of (a) net long-term capital gain over (b) net shortterm capital loss, and “ordinary earnings” are the excess of (a) “earnings and profits” over (b) net capital gain. A
U.S. Holder that makes a QEF Election will be subject to U.S. federal income tax on such amounts for each tax year
in which Luminex or Lumina, as applicable, is a PFIC, regardless of whether such amounts are actually distributed
to such U.S. Holder. However, for any tax year in which Luminex or Lumina, as applicable, is a PFIC and has no
net income or gain as determined for U.S. income tax purposes, U.S. Holders that have made a QEF Election would
not have any income inclusions as a result of the QEF Election. If a U.S. Holder that made a QEF Election has an
income inclusion, such a U.S. Holder may, subject to certain limitations, elect to defer payment of current U.S.
federal income tax on such amounts, subject to an interest charge. If such U.S. Holder is not a corporation, any such
interest paid will be treated as “personal interest,” which is not deductible.
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A U.S. Holder that makes a timely and effective QEF Election with respect to Luminex or Lumina, as applicable,
generally (a) may receive a tax-free distribution from the applicable company to the extent that such distribution
represents “earnings and profits” of the distributing company that were previously included in income by the U.S.
Holder because of such QEF Election and (b) will adjust such U.S. Holder’s tax basis in the shares of the applicable
company to reflect the amount included in income or allowed as a tax-free distribution because of such QEF
Election. In addition, a U.S. Holder that makes a QEF Election generally will recognize capital gain or loss on the
sale or other taxable disposition of Luminex Shares, New Lumina Shares or Lumina Shares, as applicable.
The procedure for making a QEF Election, and the U.S. federal income tax consequences of making a QEF Election,
will depend on whether such QEF Election is timely. A QEF Election will be treated as “timely” if such QEF
Election is made for the first year in the U.S. Holder’s holding period for the Luminex Shares, New Lumina Shares
or Lumina Shares in which Luminex or Lumina, as applicable, was a PFIC. A U.S. Holder may make a timely QEF
Election by filing the appropriate QEF Election documents at the time such U.S. Holder files a U.S. federal income
tax return for such year. If a U.S. Holder does not make a timely and effective QEF Election for the first year in the
U.S. Holder’s holding period for the Luminex Shares, New Lumina Shares or Lumina Shares, the U.S. Holder may
still be able to make a timely and effective QEF Election in a subsequent year if such U.S. Holder meets certain
requirements and makes a “purging” election to recognize gain (which will be taxed under the rules of Section 1291
of the Code discussed above) as if such shares were sold for their fair market value on the day the QEF Election is
effective. If a U.S. Holder owns PFIC stock indirectly through another PFIC, separate QEF Elections must be made
for the PFIC in which the U.S. Holder is a direct shareholder and the Subsidiary PFIC in order for the QEF rules to
apply to both PFICs.
A QEF Election will apply to the tax year for which such QEF Election is timely made and to all subsequent tax
years, unless such QEF Election is invalidated or terminated or the IRS consents to revocation of such QEF
Election. If a U.S. Holder makes a QEF Election and, in a subsequent tax year, Luminex or Lumina ceases to be a
PFIC, the QEF Election will remain in effect (although it will not be applicable) during those tax years in which
Luminex or Lumina, as applicable, is not a PFIC. Accordingly, if Luminex or Lumina becomes a PFIC in another
subsequent tax year, the QEF Election will be effective and the U.S. Holder will be subject to the QEF rules
described above during any subsequent tax year in which Luminex or Lumina, as applicable, qualifies as a PFIC.
Although Lumina has provided U.S. Holders with the information that U.S. Holders require to report under the QEF
rules, U.S. Holders should be aware that there can be no assurances that Luminex or Lumina will satisfy the record
keeping requirements that apply to a QEF, or that for the current or future years Luminex or Lumina will supply
U.S. Holders with information that such U.S. Holders require to report under the QEF rules, in the event that
Luminex or Lumina is a PFIC. Neither Luminex nor Lumina commits to provide information to its shareholders that
would be necessary to make a QEF Election with respect to Luminex or Lumina for any year in which it is a PFIC.
Thus, U.S. Holders may not be able to make a QEF Election with respect to their Luminex Shares, New Lumina
Shares or Lumina Shares (or with respect to any Subsidiary PFIC). Each U.S. Holder should consult its own tax
adviser regarding the availability of, and procedure for making, a QEF Election.
A U.S. Holder makes a QEF Election by attaching a completed IRS Form 8621, including a PFIC Annual
Information Statement, to a timely filed United States federal income tax return. However, if Luminex or Lumina
does not cannot provide the required information with regard to Luminex, Lumina or any of their Subsidiary PFICs,
U.S. Holders will not be able to make a QEF Election for such entity and will continue to be subject to the rules
discussed above that apply to Non-Electing Shareholders with respect to the taxation of gains and excess
distributions.
Mark-to-Market Election
A U.S. Holder may make a Mark-to-Market Election only if the Luminex Shares, New Lumina Shares or Lumina
Shares, as applicable, are marketable stock. These shares generally will be “marketable stock” if they are regularly
traded on: (i) a national securities exchange that is registered with the Securities and Exchange Commission; (ii) the
national market system established pursuant to section 11A of the Securities and Exchange Act of 1934; or (iii) a
foreign securities exchange that is regulated or supervised by a governmental authority of the country in which the
market is located, provided that: (i) such foreign exchange has trading volume, listing, financial disclosure, and
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surveillance requirements, and meets other requirements and the laws of the country in which such foreign exchange
is located, and together with the rules of such foreign exchange, ensure that such requirements are actually enforced;
and (ii) the rules of such foreign exchange effectively promote active trading of listed stocks. If such stock is traded
on such a qualified exchange or other market, such stock generally will be “regularly traded” for any calendar year
during which such stock is traded, other than in de minimis quantities, on at least 15 days during each calendar
quarter. There is no assurance that Luminex Shares, New Lumina Shares or Lumina Shares will be marketable
stock for this purpose.
A U.S. Holder that makes a Mark-to-Market Election with respect to its Luminex Shares, New Lumina Shares or
Lumina Shares generally will not be subject to the rules of Section 1291 of the Code discussed above with respect to
such shares. However, if a U.S. Holder does not make a Mark-to-Market Election beginning in the first tax year of
such U.S. Holder’s holding period for such shares or such U.S. Holder has not made a timely QEF Election, the
rules of Section 1291 of the Code discussed above will apply to certain dispositions of, and distributions on, those
shares.
A U.S. Holder that makes a Mark-to-Market Election with respect to Luminex Shares, New Lumina Shares or
Lumina Shares will include in ordinary income, for each tax year in which Luminex or Lumina, as applicable, is a
PFIC, an amount equal to the excess, if any, of (a) the fair market value of the applicable shares, as of the close of
such tax year over (b) such U.S. Holder’s tax basis in such shares. A U.S. Holder that makes a Mark-to-Market
Election will be allowed a deduction in an amount equal to the excess, if any, of (a) such U.S. Holder’s adjusted tax
basis in the applicable shares, over (b) the fair market value of such shares (but only to the extent of the net amount
of previously included income as a result of the Mark-to-Market Election for prior tax years).
A U.S. Holder that makes a Mark-to-Market Election with respect to Luminex Shares, New Lumina Shares or
Lumina Shares generally also will adjust such U.S. Holder’s tax basis in the applicable shares to reflect the amount
included in gross income or allowed as a deduction because of such Mark-to-Market Election. In addition, upon a
sale or other taxable disposition of such shares, a U.S. Holder that makes a Mark-to-Market Election will recognize
ordinary income or ordinary loss (not to exceed the excess, if any, of (a) the amount included in ordinary income
because of such Mark-to-Market Election for prior tax years over (b) the amount allowed as a deduction because of
such Mark-to-Market Election for prior tax years). Losses that exceed this limitation are subject to the rules
generally applicable to losses provided in the Code and Treasury Regulations.
A Mark-to-Market Election applies to the tax year in which such Mark-to-Market Election is made and to each
subsequent tax year, unless the Luminex Shares, New Lumina Shares or Lumina Shares, as applicable, cease to be
“marketable stock” or the IRS consents to revocation of such election. Each U.S. Holder should consult its own tax
adviser regarding the availability of, and procedure for making, a Mark-to-Market Election.
Although a U.S. Holder may be eligible to make a Mark-to-Market Election with respect to the Luminex Shares,
New Lumina Shares or Lumina Shares, no such election may be made with respect to the stock of any Subsidiary
PFIC that a U.S. Holder is treated as owning, because such stock is not marketable. Hence, the Mark-to-Market
Election will not be effective to eliminate the application of the default rules of Section 1291 of the Code described
above with respect to deemed dispositions of Subsidiary PFIC stock or distributions from a Subsidiary PFIC.
Other PFIC Rules
Under Section 1291(f) of the Code, the IRS has issued proposed Treasury Regulations that, subject to certain
exceptions, would cause a U.S. Holder that had not made a timely QEF Election to recognize gain (but not loss)
upon certain transfers of Luminex Shares, New Lumina Shares or Lumina Shares that would otherwise be taxdeferred (e.g., gifts and exchanges pursuant to corporate reorganizations). However, the specific U.S. federal income
tax consequences to a U.S. Holder may vary based on the manner in which such shares are transferred.
Certain additional adverse rules may apply with respect to a U.S. Holder if Luminex or Lumina is a PFIC, regardless
of whether such U.S. Holder makes a QEF Election. For example, under Section 1298(b)(6) of the Code, a U.S.
Holder that uses Luminex Shares, New Lumina Shares or Lumina Shares as security for a loan will, except as may
be provided in Treasury Regulations, be treated as having made a taxable disposition of such shares.
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Special rules also apply to the amount of foreign tax credit that a U.S. Holder may claim on a distribution from a
PFIC. Subject to such special rules, foreign taxes paid with respect to any distribution in respect of stock in a PFIC
are generally eligible for the foreign tax credit. The rules relating to distributions by a PFIC and their eligibility for
the foreign tax credit are complicated, and a U.S. Holder should consult with its own tax adviser regarding the
availability of the foreign tax credit with respect to distributions by a PFIC.
The PFIC rules are complex, and each U.S. Holder should consult with its own tax adviser regarding the PFIC rules
and how the PFIC rules may affect the U.S. federal income tax consequences of the acquisition, ownership, and
disposition of Luminex Shares, New Lumina Shares or Lumina Shares.
Additional Considerations
Foreign Tax Credit
A U.S. Holder that pays (whether directly or through withholding) Canadian income tax in connection with the
Arrangement or in connection with the ownership or disposition of Luminex Shares, New Lumina Shares or Lumina
Shares may elect to deduct or credit such Canadian income tax paid. Generally, a credit will reduce a U.S. Holder’s
U.S. federal income tax liability on a dollar-for-dollar basis, whereas a deduction will reduce a U.S. Holder’s
income subject to U.S. federal income tax. This election is made on a year-by-year basis and applies to all foreign
taxes paid (whether directly or through withholding) by a U.S. Holder during a tax year.
Complex limitations apply to the foreign tax credit, including the general limitation that the credit cannot exceed the
proportionate share of a U.S. Holder’s U.S. federal income tax liability that such U.S. Holder’s “foreign source”
taxable income bears to such U.S. Holder’s worldwide taxable income. In applying this limitation, a U.S. Holder’s
various items of income and deduction must be classified, under complex rules, as either “foreign source” or “U.S.
source.” Generally, dividends paid by a foreign corporation should be treated as foreign source for this purpose, and
gains recognized on the sale of stock of a foreign corporation by a U.S. Holder should be treated as U.S. source for
this purpose, except as otherwise provided in an applicable income tax treaty, and if an election is properly made
under the Code. However, the amount of a distribution with respect to the Luminex Shares, New Lumina Shares or
Lumina Shares that is treated as a “dividend” may be different for U.S. federal income tax purposes than it is for
Canadian federal income tax purposes, resulting in (in some cases) a reduced foreign tax credit allowance to a U.S.
Holder. In addition, this limitation is calculated separately with respect to specific categories of income with the
result that credits generated within a specific category of income may only offset income taxes with respect to
foreign source income within that same category of income. The foreign tax credit rules are complex, and each U.S.
Holder should consult its own U.S. tax adviser regarding the foreign tax credit rules.
Receipt of Foreign Currency
The U.S. dollar value of any cash payment in Canadian dollars to a U.S. Holder will be translated into U.S. dollars
calculated by reference to the exchange rate prevailing on the date of actual or constructive receipt of the dividend,
regardless of whether the Canadian dollars are converted into U.S. dollars at that time. A U.S. Holder will generally
have a basis in the Canadian dollars equal to its U.S. dollar value on the date of receipt. Any U.S. Holder who
receives payment in Canadian dollars and converts or disposes of the Canadian dollars after the date of receipt may
have a foreign currency exchange gain or loss that would be treated as ordinary income or loss, which generally will
be U.S. source income or loss for foreign tax credit purposes.
Each U.S. Holder should consult its own U.S. tax adviser regarding the U.S. federal income tax consequences of
receiving, owning, and disposing of Canadian dollars.
Additional Tax on Passive Income
As discussed previously, a surtax of 3.8% will be imposed on “net investment income” of certain U.S. Holders, to
the extent that net investment exceeds certain thresholds. Net investment income generally will include, among other
things, dividends paid on Luminex Shares, New Lumina Shares and Lumina Shares and net gain from the
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disposition of such shares. U.S. Holders should consult with their own tax advisers regarding the effect, if any, of
this tax on their ownership and disposition of Luminex Shares, New Lumina Shares or Lumina Shares.
Information Reporting and Backup Withholding Tax
Under U.S. federal income tax law and Treasury Regulations, certain categories of U.S. Holders must file
information returns with respect to their investment in, or involvement in, a foreign corporation. For example,
section 6038D generally imposes U.S. return disclosure obligations (and related penalties) on individuals who are
U.S. Holders that hold certain specified foreign financial assets in excess of $50,000. The definition of specified
foreign financial assets includes not only financial accounts maintained in foreign financial institutions, but also,
unless held in accounts maintained by a financial institution, any stock or security issued by a non-U.S. person, any
financial instrument or contract held for investment that has an issuer or counterparty other than a U.S. person and
any interest in a foreign entity. U.S. Holders may be subject to these reporting requirements unless their shares are
held in an account at a domestic financial institution. A U.S. Holder’s disclosure of foreign financial assets pursuant
to section 6038D of the Code should be made on IRS Form 8938. Penalties for failure to file certain of these
information returns are substantial. U.S. Holders should consult with their own tax advisers regarding the
requirements of filing information returns under these rules, including the requirement to file an IRS Form 8938.
Payments made within the U.S. or by a U.S. payor or U.S. middleman, of (a) distributions on the Luminex Shares,
New Lumina Shares or Lumina Shares, (b) proceeds arising from the sale or other taxable disposition of Luminex
Shares, New Lumina Shares or Lumina Shares, or (c) any payments received in connection with the Arrangement
(including, but not limited to, U.S. Holders exercising dissent rights under the Arrangement) generally may be
subject to information reporting and backup withholding tax, at the current rate of 24% if a U.S. Holder (i) fails to
furnish its correct U.S. taxpayer identification number (generally on Form W-9), (ii) furnishes an incorrect U.S.
taxpayer identification number, (iii) is notified by the IRS that such U.S. Holder has previously failed to properly
report items subject to backup withholding tax, or (iv) fails to certify, under penalty of perjury, that such U.S.
Holder has furnished its correct U.S. taxpayer identification number and that the IRS has not notified such U.S.
Holder that it is subject to backup withholding tax. However, certain exempt persons generally are excluded from
these information reporting and backup withholding rules. Any amounts withheld under the U.S. backup
withholding tax rules will be allowed as a credit against a U.S. Holder’s U.S. federal income tax liability, if any, or
will be refunded, if such U.S. Holder furnishes required information to the IRS in a timely manner. Each U.S.
Holder should consult its own tax adviser regarding the information reporting and backup withholding rules.
THE ABOVE SUMMARY IS NOT INTENDED TO CONSTITUTE A COMPLETE ANALYSIS OF ALL TAX
CONSIDERATIONS APPLICABLE TO SECURITYHOLDERS WITH RESPECT TO THE DISPOSITION OF
THOSE SECURITIES PURSUANT TO THE ARRANGEMENT OR THE OWNERSHIP AND DISPOSITION OF
THOSE SECURITIES RECEIVED PURSUANT TO THE ARRANGEMENT. U.S. HOLDERS SHOULD
CONSULT THEIR OWN TAX ADVISERS AS TO THE TAX CONSIDERATIONS APPLICABLE TO THEM IN
THEIR PARTICULAR CIRCUMSTANCES.
The following is a brief summary of the securities law considerations applying to the transactions contemplated
herein.
CANADIAN SECURITIES LAWS
Each Holder is urged to consult such Holder’s professional advisers to determine the Canadian conditions
and restrictions applicable to trades in the Luminex Shares.
Status under Canadian Securities Laws
Lumina is a reporting issuer in the following jurisdictions in Canada: British Columbia, Alberta, Manitoba and
Ontario. Lumina Shares currently trade on the TSX-V. After the Plan of Arrangement, Luminex will be a reporting
issuer in British Columbia, Alberta, Manitoba and Ontario.

65

Luminex has applied to list the Luminex Shares on the TSX-V. Listing will be subject to the issuer fulfilling all the
listing requirements of the TSX-V. Luminex does not have any of its securities listed or quoted, and has not applied
to list or quote any of its securities, on a U.S. marketplace.
Distribution and Resale of Luminex Shares Under Canadian Securities Laws
The distribution of the Luminex Shares pursuant to the Plan of Arrangement will constitute a distribution of
securities which is exempt from the prospectus requirements of Canadian securities legislation. With certain
exceptions, the Luminex Shares may generally be resold in each of the provinces of Canada provided the trade is not
a “control distribution” as defined in National Instrument 45-102 – Resale of Securities of the Canadian Securities
Administrators, no unusual effort is made to prepare the market or create a demand for those securities, no
extraordinary commission or consideration is paid to a person or company in respect of the trade and, if the selling
security holder is an insider or officer of Luminex, the insider or officer has no reasonable grounds to believe that
Luminex is in default of securities legislation.
U.S. SECURITIES LAWS
Status Under U.S. Securities Laws
Each of Lumina and Luminex is a “foreign private issuer” as defined in Rule 405 under the U.S. Securities Act.
Neither the Luminex Shares nor the Lumina Shares are listed for trading in the United States, and neither Luminex
nor Lumina intends to seek a listing for the Luminex Shares or the New Lumina Shares, as applicable, at this time
on a stock exchange in the United States.
The following discussion is a general overview of certain requirements of U.S. federal securities laws that may be
applicable to U.S. Securityholders. All U.S. Securityholders are urged to consult with their own legal counsel to
ensure that any subsequent resale of Luminex Shares and New Lumina Shares, or Luminex Options and Lumina
Replacement Options issued to them, as applicable, under the Plan of Arrangement complies with applicable
securities legislation. Further information applicable to U.S. Securityholders is disclosed under the heading
“Note to United States Securityholders”.
The following discussion does not address the Canadian securities laws that will apply to the issue of the Luminex
Shares and New Lumina Shares or the resale of these shares by U.S. Securityholders within Canada. U.S.
Securityholders reselling their Luminex Shares and New Lumina Shares, or Luminex Options and Lumina
Replacement Options, as applicable, in Canada must comply with Canadian securities laws, as outlined elsewhere in
this Circular.
Exemption from the Registration Requirements of the U.S. Securities Act
The Luminex Shares and New Lumina Shares to be issued to Shareholders in exchange for their Lumina Shares
pursuant to the Plan of Arrangement, and the Luminex Options and Lumina Replacement Options to be issued to
Optionholders in exchange for their Lumina Options pursuant to the Plan of Arrangement have not been and will not
be registered under the U.S. Securities Act or the securities laws of any state of the United States, but will be issued
in reliance upon the Section 3(a)(10) Exemption and exemptions provided under the securities laws of each state of
the United States in which U.S. Securityholders reside. The Section 3(a)(10) Exemption exempts from registration
the issuance of a security that is issued in exchange for one or more outstanding securities where the terms and
conditions of such issuance and exchange are approved, after a hearing upon the fairness of such terms and
conditions at which all persons to whom it is proposed to issue securities in such exchange have the right to appear
and receive timely and adequate notice thereof, by a court or by a governmental authority expressly authorized by
law to grant such approval. Accordingly, the Final Order of the Court will, if granted, constitute a basis for the
exemption from the registration requirements of the U.S. Securities Act with respect to the Luminex Shares, New
Lumina Shares, Luminex Options and Lumina Replacement Options issued in connection with the Plan of
Arrangement. See “The Plan of Arrangement – Court Approval of the Plan of Arrangement and Effective Date”
above.
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Resales of Luminex Shares and New Lumina Shares after the Effective Date
The manner in which a Shareholder may resell the Luminex Shares and New Lumina Shares received on completion
of the Plan of Arrangement will depend on whether such holder is, at the time of such resale, an “affiliate” of
Luminex or Lumina, as applicable, after the Effective Date, or has been such an “affiliate” at any time within 90
days immediately preceding the Effective Date.
As defined in Rule 144 under the U.S. Securities Act, an “affiliate” of an issuer is a person that directly, or indirectly
through one or more intermediaries, controls, is controlled by, or is under common control with, that issuer.
Typically, persons who are executive officers, directors or 10% (or greater) holders of an issuer are considered to be
its “affiliates,” as well as any other person or group that actually controls the issuer.
Persons who are affiliates of Luminex or Lumina, as applicable, after the Effective Date, or within 90 days
immediately preceding the Effective Date may not sell their Luminex Shares and New Lumina Shares that they
receive in connection with the Plan of Arrangement in the absence of registration under the U.S. Securities Act,
unless an exemption from such registration is available, such as the exemptions provided by Rule 144 under the U.S.
Securities Act or Rule 904 of Regulation S.
Rule 144
In general, Rule 144 under the U.S. Securities Act provides that persons who are affiliates of Luminex or Lumina, as
applicable, after the Effective or, at any time during the 90 day period immediately prior to the Effective Date, will
be entitled to sell, during any three-month period, a portion of the Luminex Shares and New Lumina Shares that
they receive in connection with the Plan of Arrangement, provided that the number of each such securities sold does
not exceed the greater of one percent of the number of then outstanding securities of such class or, if such securities
are listed on a United States securities exchange (which neither Luminex nor Lumina intends to seek at this time),
the average weekly trading volume of such securities during the four-week period preceding the date of sale, subject
to specified restrictions on manner of sale, notice requirements, aggregation rules and the availability of current
public information about Luminex or Lumina, as applicable.
Regulation S
Subject to certain limitations, all persons who are affiliates of Luminex or Lumina, as applicable, after the Effective
or, at any time during the 90-day period immediately prior to the Effective Date, may immediately resell such
securities outside the United States, without registration under the U.S. Securities Act, pursuant to Regulation S.
Generally, subject to certain limitations, holders of Luminex Shares and New Lumina Shares who are not affiliates
of Luminex or Lumina, as applicable, or who are its affiliates of Luminex or Lumina, as applicable, solely by virtue
of being an officer and/or director of the applicable corporation and who pay only the usual and customary broker’s
commission in connection with the transaction, may resell their Luminex Shares or New Lumina Shares, as
applicable, in an “offshore transaction” (which would include a sale through the TSXV) if neither the seller, any
affiliate of the seller, nor any person acting on any of their behalf engages in any “directed selling efforts” in the
United States. For the purposes of Regulation S, “directed selling efforts” means “any activity undertaken for the
purpose of, or that could reasonably be expected to have the effect of, conditioning the market in the United States
for any of the securities being offered” in the resale transaction. Under Regulation S, certain additional restrictions
and qualifications are applicable to holders of Luminex Shares or New Lumina Shares who are affiliates of Luminex
or Lumina, as applicable, other than by virtue of being an officer and/or director or the applicable corporation.
The foregoing discussion is only a general overview of the requirements of United States securities laws for
the resale of the Luminex Shares and New Lumina Shares received pursuant to the Plan of Arrangement.
Holders of Luminex Shares and New Lumina Shares are urged to seek legal advice prior to any resale of such
securities to ensure that the resale is made in compliance with the requirements of applicable securities
legislation.
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Resales of Luminex Options and Lumina Replacement Options after the Effective Date
The Luminex Options and Lumina Replacement Options are not generally transferable other than by will or the laws
of descent and may be exercised during the lifetime of the optionee only by the optionee.
Issuance of Luminex Options and Lumina Replacement Options, and Luminex Shares and New Lumina
Shares upon Exercise of the Luminex Options and Lumina Replacement Options
The issuance of the Luminex Options and Lumina Replacement Options to Optionholders will not be registered
under the U.S. Securities Act or the securities laws of any state of the United States and will be issued in reliance
upon the Section 3(a)(10) Exemption, and similar exemptions provided under the securities laws of each state of the
United States in which Optionholders reside.
The Section 3(a)(10) Exemption does not exempt the issuance of securities issued upon the exercise of securities
that were previously issued pursuant to the Section 3(a)(10) Exemption. Therefore, the Luminex Shares issuable
upon the exercise of the Luminex Options following the Effective Date, and the New Lumina Shares issuable upon
the exercise of the Lumina Replacement Options following the Effective Date, may not be issued in reliance upon
the Section 3(a)(10) Exemption and may be exercised only pursuant to an available exemption or exclusion from the
registration requirements of the U.S. Securities Act and applicable state securities laws. Prior to the issuance of
Luminex Shares or New Lumina Shares pursuant to any such exercise, Luminex or Lumina, as applicable, may
require the delivery of an opinion of counsel or other evidence reasonably satisfactory to Luminex or Lumina, as
applicable, to the effect that the issuance of such Luminex Shares or New Lumina Shares, as applicable, does not
require registration under the U.S. Securities Act or applicable state securities laws. Any Luminex Shares or New
Lumina Shares, as applicable, issued upon exercise of the Luminex Options and Lumina Replacement Options, as
applicable, pursuant to an exemption from the registration requirements of the U.S. Securities Act will be “restricted
securities” as defined in Rule 144 under the U.S. Securities Act and will be subject to restrictions on resales imposed
by the U.S. Securities Act.
The foregoing discussion is only a general overview of certain requirements of United States federal securities laws
applicable to the resale of Luminex Shares, New Lumina Shares, Luminex Options and Lumina Replacement
Options received upon completion of the Arrangement. All holders of such securities are urged to consult with
counsel to ensure that the resale of their securities complies with applicable securities legislation.
LUMINEX RESOURCES CORP.
The following describes the business of Luminex, post-Plan of Arrangement, and should be read together with the
unaudited Pro Forma Consolidated Financial Statements, attached hereto as Schedule “I”, and the audited carve-out
combined financial statements, unaudited carve-out combined financial statements and the EGX consolidated
financial statements (the “Carve-Out Financial Statements”) of the business of Luminex (the “Business”) attached
hereto as Schedule “K”, “L” and “M”, respectively. EGX held the Condor Project until EGX was acquired by
Lumina on November 1, 2016. As the Condor Project formed the primary business of both EGX and Luminex for
the year ended October 31, 2016, EGX’s annual financial statements for the year ended October 31, 2016 are
included as the carve-out financial statements for the business of Luminex for the 2016 financial year.
Name Address and Incorporation
Luminex was incorporated under the BCBCA on March 16, 2018 as Luminex Resources Corp. Luminex is not
currently a reporting issuer and its shares are not listed on any stock exchange. If the Plan of Arrangement is
completed, Luminex will be a reporting issuer in British Columbia, Alberta, Manitoba and Ontario.
Luminex has applied to list the Luminex Shares on the TSX-V. Listing will be subject to Luminex fulfilling all the
listing requirements of the TSX-V. Luminex does not have any of its securities listed or quoted, and has not applied
to list or quote any of its securities, on a U.S. marketplace.
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The registered office of Luminex is located at 1200 Waterfront Centre, 200 Burrard Street, Vancouver, British
Columbia, V7X 1T2 and the principal office of Luminex is located at 410 – 625 Howe Street, Vancouver, British
Columbia, V6C 2T6.
Intercorporate Relationships
Set out below is the corporate structure of Lumina immediately prior to the Effective Date:
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Set out below is the corporate structure of Lumina and Luminex immediately after the Effective Date:

Description of Business
Prior to the Effective Date, Lumina will undergo an internal reorganization as reflected in the chart setting out the
corporate structure of Lumina immediately before the Effective Date, above, pursuant to which Luminex will hold
ownership of the Condor Project and Lumina’s early-stage exploration concessions (including the concessions that
make up the First Quantum Minerals Ltd. and Anglo American PLC earn-in agreements). On the Effective Date,
Lumina will distribute Luminex Shares to Shareholders in accordance with the Plan of Arrangement.
A description of the Condor Project is set out below under the headings “Luminex Resources Corp. − Luminex
Properties”.
Luminex’s intention going forward is to continue to develop its mineral properties, either by undertaking exploration
and development work directly or indirectly through joint ventures or other business arrangements. Luminex’s
future business is likely to include the acquisition, through staking activity or otherwise, of additional mineral assets
and Luminex therefore anticipates that its directly held mineral properties will evolve with the business.
LUMINEX PROPERTIES
Material Property – Condor Project
The following summary is derived from the Condor Report and provides a summary of the technical information in
connection with the updated mineral resource estimate for the Condor Project.
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Property Description and Location
The Condor Project is located in southeastern Ecuador, 40 kilometre east of the town of Zamora and 70 kilometre
east of the city of Loja. Access to the property is provided by paved and gravel roads. The approximate centre of the
property is located at 9548000 North and 769000 East (geographic projection: Provisional South American Datum
1956, UTM Zone 17S).
Ownership
The Condor Project consists of nine contiguous mining concessions with a total area of 10,101.09 ha. Lumina owns
100% interest in all concessions except for Viche Conguime I, II, II, Hitobo and Chinapintza where the ISSFA owns
10%. Two of the concessions comprising the Condor Project, being the Escondida and Santa Elena concessions,
were acquired by Lumina through the Government of Ecuador’s auction process. The remainder of the Condor
Project was previously owned by EGX, which was acquired by Lumina on November 1, 2016.
Lumina currently holds the Condor Project through Luminex. Lumina intends to spin out Luminex to Shareholders
through the Plan of Arrangement. Pursuant to the Plan of Arrangement, Shareholders will receive Luminex Shares
in proportion to their shareholdings in Lumina, after which time the Condor Project will be owned by Luminex as a
separate entity from Lumina.
History
Gold has been identified in the area since pre-Columbian times, and informal miners have been working in the area
since 1984. Modern exploration of the Condor Project area commenced in 1988 when the ISSFA/Prominex U.K.
joint venture carried out stream sediment sampling and geological mapping programs. This work discovered most of
the mineralized prospects.
Prominex U.K. withdrew from the Condor Project in 1991 and was replaced by TVX Gold Inc. (“TVX”) in 1993.
During the period from 1993 to 2000, an extensive surface exploration program consisting of soil and rock
sampling, trenching, IP, CSAMT and magnetic surveys was completed on the Condor Project. Drill programs (195
holes, 42,101.5 m) tested the Chinapintza, Los Cuyes, San Jose, Soledad, Guayas and Enma epithermal gold
showings and the Santa Barbara and El Hito porphyry occurrences. In addition, TVX completed 1,081 m of
underground development which explored the Chinapintza veins. In 2000, TVX withdrew from the Condor Project
because it did not have the potential to meet TVX’s corporate objectives.
In 2002, Goldmarca Ltd. (“Goldmarca”) formed a joint venture with ISSFA and continued to explore the Condor
Project. Between 2002 and 2008, Goldmarca completed geological mapping, IP and magnetic surveys, and drilled
the Los Cuyes, Soledad, Enma and San Jose gold zones (154 holes; 33,322.9 m). In 2007, Goldmarca changed its
name to Ecometals Ltd. (“Ecometals”).
From April 2008 to November 2009, the Ecuadorian government imposed a country-wide moratorium on
exploration, so no work was completed on the property during that time.
In 2010, Ecometals sold its interest in the Condor Project to Ecuador Capital, which was subsequently renamed
EGX. During the period from 2012 to 2016, EGX completed geological mapping and rock sampling at Santa
Barbara and El Hito, and diamond drilling (37 holes; 22,051.7 m) at Los Cuyes, Soledad, El Hito and Santa Barbara.
In 2015, a preliminary economic assessment (“PEA”) was completed for the Santa Barbara project (Short et al.,
2015). On November 1, 2016 EGX was acquired by Lumina.
From 2016 to the effective date of the Condor Report, Lumina completed additional geological mapping, soil and
rock sampling and IP surveys. Lumina also drilled 9 holes (1,907.4 m) which tested soil and IP chargeability
anomalies peripheral to the Santa Barbara zone.
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Status of Exploration
The Condor Project is an exploration project which has seen extensive, historical geochemical (streams, soils and
rocks) and geophysical surveys. Drilling has identified mineralized zones at Chinapintza, Los Cuyes, Soledad,
Enma, Santa Barbara and El Hito.
Geology and Mineralization
The Condor Project is located in the Zamora Cu-Au belt which also hosts the Fruta del Norte epithermal gold
deposit and the Mirador, Mirador Norte, Panantza and San Carlos porphyry copper deposits.
The dominant geological feature of this belt is the Zamora batholith, a 100 kilometre wide, Middle to Late Jurassic
(153–169 Ma) calc-alkaline, I-type intrusion that is exposed along a 200 kilometre north-northeast trend. The
batholith consists of equigranular, medium-grained granodiorite and younger subvolcanic porphyritic (albitehornblende-±quartz) intrusions of andesitic to dacitic composition. These porphyritic intrusions form every 15 to
20 kilometre along the axis of the Zamora batholith and are commonly associated with copper and gold
mineralization. The Zamora batholith intrudes Jurassic volcano-sedimentary formations and is overlain by sediments
of the Early Cretaceous Hollin formation and rhyolitic to dacitic pyroclastic volcanics and intrusions of the Early
Cretaceous Chinapintza formation. Dominant north-south-trending faults control the emplacement of the Zamora
batholith, and a series of younger northeast-, northwest- and east-northeast-trending structures control the
emplacement of younger intrusions.
Low sulphidation epithermal gold occurrences associated with the Chinapintza formation occur in the northern part
of the Condor Project. This includes the Chinapintza vein system which consists of a number of narrow (<0.3 to
2 m), northwest-trending, high-grade gold veins. These veins are characterized by open-space fillings, exhibit
colloform and drusy textures, and are sulphide-rich. The dominant sulphides are pyrite, sphalerite and galena. Gold
occurs in its native form and associated with the alloy electrum. A series of gold-rich breccias and diatremes is
located immediately south of the Chinapintza vein system. The main occurrences are Los Cuyes, Soledad and Enma.
Higher gold grades in these zones are associated with veins of massive sphalerite, pyrite and marcasite.
Porphyry-style mineralization occurs in the southern part of the Condor Project. This includes the Santa Barbara AuCu and El Hito Cu-Mo deposits. At Santa Barbara, mineralization is hosted in andesites and is associated with a
stockwork of quartz veins and potassic alteration consisting of secondary biotite and K-feldspar. Disseminated and
vein-hosted mineralization is dominated by pyrite with lesser chalcopyrite, sphalerite and pyrrhotite. The
mineralized zone has dimensions of 1.2 kilometre north-south, 500 m east-west and extends to a depth of at least
500 m.
The mineralization at El Hito is hosted within a quartz stockwork zone developed in a dioritic phase of the Zamora
batholith. Moderate to strong phyllic-argillic alteration consisting of illite-sericite-pyrite and an early potassic phase
consisting of fine-grained secondary biotite and K-feldspar are present. Overall sulphide content is low (<5%), and
chalcopyrite is the dominant sulphide with lesser amounts of pyrite, molybdenite and bornite. The mineralized zone
is 2.5 kilometre (north-south) by 1.0 kilometre (east-west) and extends to vertical depths of at least 600 m.
Sample Database and Validation
A review of the sample collection and analysis practices used during the various drilling campaigns indicates that
this work was conducted using generally accepted industry procedures.
Portions of the data have been validated using several methods, including visual observations and direct
comparisons with assay certificates. Only the sampling programs conducted by Goldmarca/Ecometals, EGX and
Lumina were monitored using a QA/QC program that is typically accepted in the industry. The data similarities
between all the drilling campaigns (location, style, and tenor) suggest that there is no reason to question the results
from the earlier drill programs. It is the opinion of the QPs that prepared the Condor Report that the database is
sufficiently accurate and precise to generate a mineral resource estimate.
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Metallurgy
There have been several metallurgical studies conducted on the various mineralized zones of the Condor Project. In
1995, two composite samples from the San Jose epithermal gold breccias were processed at CIMM in Santiago,
Chile. Tests included: grinding studies, column leach tests, direct cyanidation of the mineralized material, and
flotation tests followed by cyanidation of the concentrate. Preliminary Bond grinding indices ranged from 11.0 to
11.5 kWh/sht. Column leach tests (similar to what would be seen in a heap leach operation) on -½ and -¼ inch
material produced gold recoveries of 65% to 69% and 72% to 79%, respectively. Higher recoveries are associated
with the finer-sized particles. Direct cyanidation of the mineralized material yielded gold recoveries ranging
between 84% and 93%. A 20-minute flotation test provided a concentrate with 28 g/t Au and 45 g/t Ag. Cyanidation
of the concentrate without regrinding yielded high gold recoveries (93% to 97%).
In 2004, six composites for the Los Cuyes (four samples) and San Jose (two samples) zones were tested for direct
cyanidation. The samples were in contact with cyanide solutions for 72 and 96 hours, respectively. Recoveries were
very high, ranging from 82% to 98% for gold and 74% to 95% for silver.
In 2006, a composite sample from the San Jose zone was tested at IML in Western Australia. Whole mineralized
material leach tests yielded gold recoveries ranging from 63% to 73%. Higher gold recoveries (88% to 92%) were
achieved using a combination of gravity and flotation, regrind, and cyanide leaching.
In 2008, cyanide bottle roll tests were completed on 64 samples from various mineral occurrences on the Condor
Project. This work was completed by G&T Metallurgical Services Ltd. in Kamloops, Canada. A summary of this
work is as follows:
•

The low-grade samples (less than 0.3 g/t Au) leached very poorly. On average, 10% of the gold and 6% of
the silver were recovered.

•

The medium-grade composites (0.3 to 1.0 g/t Au) yielded recoveries of 48% for gold and 17% for silver.

•

For samples with greater than 1 g/t Au, the leach performance improved to 58% for gold and 20% for
silver.

•

Of the variables investigated, the gold grade had a marginal effect on leaching performance. In general, the
maximum gold recovery reached a plateau at 60%. There are no correlations between gold leaching
performance and sulphur-feed grade.

In 2013, samples from the Santa Barbara deposit were tested at Phillips Enterprises LLC (Phillips) in Golden,
Colorado and Resource Development Inc. (RDi) in Denver, Colorado. A summary of this work is as follows:
•

Bond mill grindability tests on composites 2 and 3 confirmed that the rock is hard with ball mill work
indices of 24.97 and 22.07 kWh/mt, respectively.

•

Carbon-in-leach processing will extract 85.4% of the gold.

•

Gold is not refractory and can be recovered by cyanidation without the need for oxidation processes.

•

Consumption of lime and cyanide are relatively low.

•

Whole mineralized material cyanidation tests suggest that gold extraction is sensitive to grind size: finer
grinding yields higher recoveries. Gold extraction at 48 hours is approximately 85% for all the composite
samples. Silver content in the mineralized material is low, and silver recoveries of approximately 20% can
be expected. Gold dissolves quickly with maximum extraction occurring between 12 and 24 hours’
residence time.

•

Sequential copper analyses by RDi indicated that 4.6% of the copper is acid soluble (i.e., oxide), 4.0% of
the copper is cyanide soluble (i.e., secondary), and the remaining 91.4% is primarily chalcopyrite.
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•

Rougher flotation tests produced a concentrate mass of 10.9% of the feed with recoveries of 65.3% for
gold, 80.6% for copper, and 70.7% for silver.

•

There are no deleterious elements present.

The proposed processing method for Santa Barbara includes a flotation circuit to produce a copper concentrate with
gold credits followed by a carbon-in-pulp circuit for the flotation tailings to recover gold and silver. The loaded
carbon would pass through an elution and acid wash, and gold and silver would be recovered by electrowinning and
subsequent smelting to produce doré. The metallurgical work indicates recoveries of 80% for copper, 86.7% for
gold, and 20% for silver.
Mineral Resource Estimate
The mineral resource estimate was generated using drill hole and trench sample assay results and the interpretation
of geological models which relate to the spatial distribution of gold, silver and copper. Interpolation characteristics
were defined based on the geology, drill hole spacing, and geostatistical analysis of the data. Estimations are made
from 3D block models based on geostatistical applications using commercial mine planning software (MineSight™
v12.50).
Grade estimates were generated using ordinary kriging into a model with a nominal block size of 10 × 10 × 10 m
(L×W×H). Potentially anomalous outlier grades have been identified, and their influences on the grade models are
controlled during interpolation through the use of top-cutting and outlier limitations. An average density of 2.65 t/m3
was used to calculate resource tonnage at Los Cuyes, Soledad and Enma. Specific gravity data was available for
Santa Barbara. The average value was 2.73 t/m3, and a default value of 2.65 t/m3 was used for all blocks without an
actual value.
The results of the modelling process have been validated using a series of visual and statistical methods. These
validation results indicate that the estimated gold, silver and copper in the models appear to be a valid representation
of the underlying database.
The mineral resources for the Condor Project were classified in accordance with the Canadian Institute of Mining
Definition Standards for Mineral Resources and Mineral Reserves (May 2014) (the “CIM Guidelines”). The
classification parameters are defined relative to the distance between gold sample data and are intended to
encompass zones of reasonably continuous mineralization that exhibit the desired degree of confidence.
Classification parameters are based primarily on the nature of the distribution of gold data because gold is the main
contributor to the relative value of these polymetallic deposits.
A drill hole spacing study was conducted for the Condor deposits that determines the reliability of mineral resource
estimates at various drill hole spacings. The results indicate that at Santa Barbara, the tonnes and grade of volumes
equivalent to annual production (approximately 10M tonnes) can be estimated with ±15% uncertainty 90% of the
time when drill holes are spaced on a nominal 75 m grid pattern. At Soledad, Los Cuyes and Enma, gold grades tend
to be more variable, and, as a result, drill holes are required on a 50 m grid pattern to provide annual estimates at
±15% uncertainty 90% of the time.
At Santa Barbara, mineral resources in the Indicated category are estimated using three or more drill holes that are
spaced at a maximum distance of 75 m. At Soledad, Los Cuyes and Enma, mineral resources in the Indicated
category are estimated using at least three drill holes that are spaced at a maximum distance of 50 m. Mineral
resources in the Inferred category include model blocks that do not meet the criteria for Indicated class resources but
are within a maximum distance of 100 m from a drill hole at Santa Barbara, or within a maximum distance of 75 m
from a drill hole at Soledad, Los Cuyes and Enma.
The economic viability of the mineral resource was tested by constraining it within a floating cone pit shell; the pit
shell was generated using the following projected economic and technical parameters:
•

Metal prices: gold $1,400/oz; silver $17.00/oz; copper $3.25/lb
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•

Metallurgical recoveries: gold 87%; silver 60%; copper 80%

•

Pit slope: 45 degrees

•

Operating costs:
o

Mining (open pit) $3.00/t.

o

Processing $11.00/t.

o

G&A $2.00/t.

Based on the metal prices and recoveries listed here, recoverable gold equivalent (AuEqR) grades are calculated
using the following formula:
AuEqR = (Au g/t∗0.87) + (Ag g/t∗0.60∗0.0122) + (Cu%∗0.80∗1.592)
The pit shell is generated using a floating cone algorithm based on the AuEqR block grades. There are no
adjustments for mining recoveries or dilution. This test indicates that some of the deeper mineralization may not be
economic due to the increased waste-stripping requirements. It is important to recognize that these discussions of
surface mining parameters are used solely to test the “reasonable prospects for eventual economic extraction”, and
they do not represent an attempt to estimate mineral reserves. There are no mineral reserves calculated for the
Condor Project.
The estimate of mineral resources, contained within the $1,400/oz Au pit shell, is presented in table below. Based on
the assumed metal prices and operating costs and using a formula similar to the one shown here (but excluding the
metallurgical recovery factors), the base case cut-off grade for mineral resources is estimated to be 0.35 g/t gold
equivalent (AuEq).
There are no known factors related to environmental, permitting, legal, title, taxation, socio-economic, marketing, or
political issues which could materially affect the mineral resource. Mineral resources in the Inferred category have a
lower level of confidence than that applied to Indicated mineral resources, and, although there is sufficient evidence
to imply geologic grade and continuity, these characteristics cannot be verified based on the current data.
It is reasonably expected that the majority of Inferred mineral resources could be upgraded to Indicated mineral
resources with continued exploration.
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Estimate of Mineral Resources Condor Project

Average Grade
Deposit

Contained Metal

Mtonnes
AuEq
(g/t)

Au
(g/t)

Ag
(g/t)

Cu
(%)

AuEq
(Moz)

Au
(Moz)

Ag
(Moz)

Cu
(Mlbs)

13.3

0.78

0.63

0.7

0.09

0.33

0.27

0.28

27

Soledad

11.6

0.81

0.72

5.3

0.01

0.30

0.27

1.95

3

Los Cuyes

38.6

0.77

0.68

5.5

0.02

0.95

0.84

6.86

13

Enma

0.4

0.91

0.76

11.9

0.01

0.01

0.01

0.14

0

Total
Indicated

63.8

0.78

0.68

4.5

0.03

1.60

1.39

9.23

43

Indicated
Santa
Barbara

Inferred
Santa
Barbara

119.0

0.69

0.52

0.9

0.10

2.62

1.99

3.52

255

Soledad

2.8

0.59

0.54

3.1

0.01

0.05

0.05

0.27

1

Los Cuyes

22.7

0.73

0.65

5.7

0.01

0.53

0.48

4.12

4

Enma

0.0

1.26

1.12

10.4

0.01

0.00

0.00

0.01

0

144.5

0.69

0.54

1.7

0.08

3.21

2.51

7.92

260

Total
Inferred

Note: Limited inside $1,400/oz Au pit shell. Base case cut-off is 0.35 g/t gold equivalent (AuEq). Mineral resources
are not mineral reserves because the economic viability has not been demonstrated
At El Hito, the limited drilling (nine holes) is too widely spaced to support an estimate of mineral resources. An
exploration target has been estimated based on the assumption that the mineralization is continuous between drill
holes and extends to depths between 150 m and 300 m below the surface. The El Hito exploration target is 150 to
250M tonnes with 0.25% to 0.35% Cu and 0.003% to 0.005% Mo. This exploration target is not a mineral resource
estimate and is conceptual in nature. There has been insufficient exploration to define a mineral resource, and it is
uncertain whether further exploration will result in the delineation of a mineral resource.
At Chinapintza, over 100 drill holes and numerous surface trenches have tested gold-bearing quartz veins over a 1 x
1 kilometre area and to depths of 250 m below the surface. There is insufficient geologic information to support an
interpretation of the numerous gold-bearing veins, and, as a result, an estimate of mineral resources is not currently
feasible at Chinapintza. An exploration target has been estimated based on the assumption that the mineralization is
continuous between drill holes. It consists of approximately 700k to 1,000k tonnes with 2 to 4 g/t Au which contains
50k to 130k ounces of gold. Only the southern half of this zone occurs on the Condor Project. This exploration
target is not a mineral resource estimate and is only conceptual in nature. There has been insufficient exploration to
define a mineral resource, and it is uncertain whether further exploration will result in the delineation of a mineral
resource.
Conclusions
Based on the evaluation of the data available from the Condor Project, the authors of the Condor Report have drawn
the following conclusions:
At the effective date of the Condor Report (May 14, 2018), the Condor Project consists of 9 contiguous mining
concessions totaling 10,101.09 ha. Lumina owns 100% interest in all concessions except for Viche Conguime I, II,
II, Hitobo and Chinapintza where the ISSFA owns 10%.
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Low sulphidation epithermal gold mineralization in the northern part of the Condor Project is associated with
diatreme breccia pipes at Los Cuyes, Soledad and Enma and narrow quartz-sulphide veins at Chinapintza.
The Santa Barbara Au-Cu and El Hito Cu-Mo porphyry deposits are associated with dioritic intrusions in the
southern part of the Condor Project.
Drilling of four deposits—Santa Barbara, Los Cuyes, Soledad and Enma—has outlined a combined Indicated
mineral resource estimate of 63.8M tonnes at 0.68 g/t Au, 4.5 g/t Ag and 0.03% Cu which contains 1.39M ounces of
gold, 9.23M ounces of silver and 43M lbs of copper, and a combined Inferred mineral resource estimate of
144.5M tonnes at 0.54 g/t Au, 1.7 g/t Ag and 0.08% Cu which contains 2.51M ounces of gold, 7.92M ounces of
silver and 260M lbs of copper.
Preliminary metallurgical work indicates that the low sulphidation epithermal gold deposits can be processed using
gravity, flotation and cyanidation of the flotation concentrates. The Santa Barbara mineralization can be processed
using flotation to produce a copper concentrate with gold credits and CIP processing to recover additional gold from
the flotation tailings.
There are no known factors related to metallurgical, environmental, permitting, legal, title, taxation, socio-economic,
marketing or political issues which could materially affect the mineral resource estimates or exploration data
presented. The primary risks at the Condor Project are confined to metals prices and Ecuador’s fiscal treatment of
mining projects.
Recommendations
The following two phase work program is recommended for this project:
Phase 1: Conduct additional drilling to assess the soil and geophysical anomalies that occur proximal to the Santa
Barbara deposit. The estimated budget for this 4,500 m drill program is $1.4 million.
Phase one exploration budget
Phase 1
4,500m diamond drill program
Total

$1,400,000
$1,400,000

Phase 2: Contingent on the results from Phase 1, conduct additional geochemical and geophysical surveys and
drilling to assess the untested exploration targets on the Condor Project. The estimated budget for the ground
surveys and a 2,000 m drill program is $0.9 million.
Phase two exploration budget
Phase 2
Induced Polarisation survey
Surface soil and rock sampling program
2,000m diamond drill program
Total

$200,000
$100,000
$600,000
$900,000
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Non-Material Properties
Mineral Concessions
Macuchi Volcanic Massive Sulphide (VMS) Metallogenic Belt Concession Areas
Lumina holds the Pegasus A, Pegasus B and Luz concessions in the Paleocene to Eocene Macuchi formation,
prospective for VMS and skarn gold styles of mineralization.
(i)

Pegasus A / Pegasus B (66,525 hectares) and Luz (835 hectares)
Pegasus A comprises seven contiguous mineral exploration license areas in Cotopaxi Province. The
northernmost Pegasus-1 concession is two kilometres south of the Estero Hondo gold mine. First quarter
2017 field work has defined gossanous rock samples in the western part of Pegasus-1 at La Envidia,
assaying between 6.3 and 9.4 grams per tonne of gold and 1,415 parts per million (“ppm”) arsenic. La
Envidia shows consistently anomalous silver assays (4.7 ppm silver), and locally anomalous copper assays
(up to 0.145% copper) were recently returned from both rock and saprock samples. In addition, pan
concentrates at La Envidia, taken from streams every 100m, have yielded up to 70 coarse, angular and
locally brilliant gold particles per pan over two kilomtres north-south.
Pegasus B is a prospective area south of Pegasus A. It is adjacent to Salazar Resources’ Las Naves VMS
deposit. The regional geology is Cretaceous Island Arc volcanics with potential mineralization in the form
of Kuroko massive sulphide type and possible younger Miocene porphyritic mineralization. There is also
potential for epithermal deposits in the highlands.
Detailed work has been ongoing at Pegasus A-1 (La Envidia) and A-4 (Luz). First pass screening of the
entire expansive Pegasus A block is scheduled to be completed in 2018. Sampling at La Envidia has
identified outcropping gold with grades up to 59.4 ppm Au and >100 ppm Ag hosted in gossanous and
brecciated volcano-sediments. A new target at Luz was discovered and shows broad zones of coincident
copper-molybdenum-silver mineralization in skarniferous volcano-sediments. Rock chip samples have
yielded up to 0.66% Cu and up to 30.9 ppm Ag.

Zamora - Morona Santiago Copper-Gold Metallogenic Belt Concession Areas
Lumina holds title to multiple mineral exploration concessions that are on trend with the Condor Project. These
concessions discontinuously span 170 kilometre of the prolific Zamora Copper-Gold Metallogenic Belt. This area is
prospective for porphyry copper-molybdenum-gold-silver, epithermal gold-silver, as well as skarn gold and copper
styles of mineralization.
(ii)

Cascas (9,998 hectares)
The two Cascas license areas encompass a 16 square kilometre copper-molybdenum anomaly, defined by
Odin/Cambior between 1996 and 1998. The anomaly is open to the northeast and is flanked to the
southwest by a stream sediment gold anomaly.
At Cascas, the company plans to investigate previously discovered porphyry copper mineralization in
phases of the late Jurassic Zamora batholith. Based on 1,325 rock, soil and stream sediment samples, the
coincident copper-molybdenum footprint is seen to extend over an area of 5.0 x 2.5 kilometre. Adjacent to
this anomaly to the southeast is a distinctive gold anomaly spread over an area of 3.0 x 2.5 kilometre. A
new geological map has been developed that will guide the follow-up exploration efforts.

(iii)

Orquideas (4,743 hectares)
The Orquideas license contains a copper-molybdenum geochemical anomaly, approximately three
kilometre long and 1.3 kilometre wide, orientated northwest by southeast, as defined by soils, stream
sediments and rock samples taken between 1996 and 1998 (Odin/Cambior). Localized gold anomalism has
been detected on the periphery of this zone, whereas silver is consistently anomalous from recently
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acquired potassic and phyllic altered rock samples (0.14-1.93 ppm silver). A major north-south fault,
recently identified, is located outboard of the copper-molybdenum anomaly, in which copper sulphide and
oxide mineralization assayed up to 0.25% copper.
At Orquideas, phase one line-cutting is complete and an Induced Polarization (“IP”) geophysical survey is
well underway, with approximately 70% of the 34 kilometre survey now completed. An additional 12
kilometre of infill IP lines are planned as a follow-up. Concurrent soil auger sampling, with 100 metre
spacing along the geophysical lines, is also an integral component of the exploration program. The IP
chargeability results continue to show good correlation with known copper-molybdenum anomalies and
mineralized structures at surface. Lumina submitted an application and Environmental Impact Study to
change Orquideas to an Advanced Exploration concession in October 2017, which will allow for drill
testing. The submission is pending review and approval from Government authorities.
(iv)

La Canela and Tres Picachos (8,015 hectares)
La Canela (3,187 hectares) and Tres Picachos (4,828 hectares) straddle the same Jurassic aged volcanic and
plutonic rocks present at Fruta del Norte and its district. Stream sediment sampling by Odin/Cambior
between 1996-1998 defined several zones of gold anomalism in each concession, mostly within Misahualli
volcanic rocks.

(v)

Tarqui and Quimi (7,549 hectares)
Tarqui & Tarqui 2 (4,817 hectares) and Quimi & Quimi 2 (2,732 hectares) license areas cover mid Jurassic
granodiorites of the Zamora Batholith, as well as dioritic dikes and breccia zones located between the
Mirador copper-gold-silver mine (presently under construction) and the Panantza-San Carlos porphyry
copper deposits, the latter constituting the largest inferred copper resource in the Zamora Copper-Gold
Metallogenic Belt. Quimi is eight kilometres to the northwest of the Mirador mine development site and
five kilometres north of the Mirador Norte copper-gold deposit. Geochemical sampling by Billiton in the
early 1990’s defined kilometre-scale zones of copper-gold soil anomalism that will form the focus of
Lumina’s detailed follow-up exploration.

Lumina has entered into a separate earn-in agreement with each of First Quantum Minerals Ltd. (“First Quantum”)
and Anglo American plc (“Anglo American”) to advance the Cascas, Orquideas and Pegasus A and Pegasus B and
Luz concessions. The terms of the earn-in agreements are described in more detail below.
First Quantum and Anglo American Earn-In Agreements
(i)

First Quantum
On June 21, 2018, Lumina announced signing of a formal earn-in agreement with First Quantum relating to
Lumina’s Orquideas and Cascas concessions. The five-year agreement commits First Quantum to
contributing $1.5 million to the development of exploration work in the first year and grants First Quantum
the option of contributing up to an additional $37 million over the course of the subsequent four years of
the agreement.
Pursuant to the terms of the agreement, Lumina received $100,000 upon signing, and was also reimbursed
approximately $840,000, as part of the contribution commitment described above for expenditures made on
the Orquideas and Cascas concessions from September 2017 to mid-May 2018. Work is ongoing at
Orquideas and Cascas under the supervision of First Quantum, with Lumina acting as operator.
After funding its minimum commitment amount of $1.5 million in exploration expenditures and fees by the
end of year one, First Quantum can withdraw from the agreement with no retained interest. If First
Quantum chooses to continue funding beyond year one, it would have the right to earn 51% ownership in
the Orquideas and Cascas concessions (“First Earn-in”) by meeting the required spending commitments
over a five-year period and making certain cash payments to Lumina. Spending commitments and
estimated concession license fees over the First Earn-in total $31.5 million. In addition, cash payments of
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$6.9 million would be received over the duration of the First Earn-in period. First Quantum would have the
right to stop funding prior to completion of the First Earn-in on either or both of the Orquideas and Cascas
concessions. First Quantum would also have the right to earn an additional 19% ownership in the Orquideas
and Cascas concessions (“Second Earn-in”) by solely funding all the required work up to a decision to
mine, taking First Quantum’s ownership in the Orquideas and Cascas concessions to 70%. Post the
completion of the Second Earn-in, Lumina would be responsible for funding its 30% share of any capital
required to develop and construct a mine at the Orquideas and Cascas concessions.
(ii)

Anglo American
Lumina has entered into a non-binding letter of intent for an earn-in and joint venture agreement with a
wholly owned subsidiary of Anglo American on Lumina’s Pegasus A and B concessions. Under the letter
of intent, Anglo American, through a joint venture company, would have the right to earn a 60% ownership
interest in the Pegasus A and B concessions if it invests an aggregate amount of $50 million and makes
$7.3 million of cash payments to Lumina over a seven year period. Lumina has agreed to work exclusively
with Anglo American to negotiate and complete a binding joint venture agreement.
The letter of intent envisages a three stage earn-in by Anglo American where it would have the right to:
(a)

a 25% interest on completion of cumulative $10 million of exploration expenditures before the 4th
anniversary of the joint venture agreement and $2.4 million of cash payments to Lumina
(including $1.3 million payable upon signing the joint venture agreement) before the 3rd
anniversary of the signing of the joint venture agreement;

(b)

an aggregate 51% interest on completion of cumulative $35 million of exploration expenditures
before the 6th anniversary of the joint venture agreement and $4.8 million of cash payments to
Lumina before the 5th anniversary of the signing of the joint venture agreement; and

(c)

an aggregate 60% interest on completion of cumulative $50 million of exploration expenditures
before the 7th anniversary of the joint venture agreement joint venture agreement and $7.3 million
of cash payments to Lumina before the 6th anniversary of the signing of the joint venture
agreement.

Under the letter of intent, Anglo American would have the right to assume management of the joint venture
company and Pegasus A and B concessions following signing of the joint venture agreement and would
have the right, in certain circumstances, to accelerate the exploration program such that it may complete all
the expenditure commitments and any outstanding cash payments to Lumina in a period shorter than the
earn-in term.
Anglo American would have the right to earn an additional 10% ownership in the Pegasus A and B
concessions by solely funding all the required work up to a decision to construct a mine at the concessions,
taking Anglo American’s aggregate ownership in the Properties to 70%, after which, Lumina would be
responsible for funding its 30% pro rata share of any capital required to develop and construct a mine at the
Pegasus A and B concessions (or a 40% pro rata share, if Anglo American does not exercise this option).
Selected Pro Forma Financial Information
Luminex has not completed a financial year and has not yet conducted any business. The following is a summary of
certain financial information on a pro forma basis for Luminex as at March 31, 2018 assuming completion of the
Plan of Arrangement and should be read in conjunction with the unaudited Pro Forma Financial Statements of
Luminex attached as Schedule “I” to this Circular.
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As at March 31, 2018
(unaudited – prepared by management)
(expressed in U.S. dollars)
ASSETS
Current assets
Cash
Receivables
Prepaid expenses
Total current assets

$

5,629,431
38,833
21,227
5,689,491

Non-current assets
Environmental deposit
Property and equipment
Exploration and evaluation assets

164,975
894,674
47,487,910

Total assets

$

54,237,050

LIABILITIES
Current liabilities
Accounts payable and accrued liabilities

$

Total liabilities

632,545
632,545

EQUITY
Share capital
Equity attributable to owners of the Business

49,159,869
49,159,869
4,444,636

Non-controlling interest

53,604,505

Total equity
Total liabilities and equity

$

54,237,050

MANAGEMENT’S DISCUSSION AND ANALYSIS
Background
Luminex is an exploration stage company engaged in the acquisition, exploration and development of mineral
projects in Ecuador with the aim of developing them to a stage where they can be exploited at a profit or where joint
ventures may be arranged whereby other companies will provide funding for exploration and development.
Company Mission and Focus
Luminex is focused on exploration and development efforts in Ecuador, seeking to develop the Condor Project,
advance the Tarqui Project, advance the Pegasus and Cascas / Orquideas Projects with joint venture partners and to
identify new projects through early stage exploration and possible future joint ventures in which partner companies
explore and develop such projects in return for the right to an interest in them. Through these means, Luminex
endeavours to expose its shareholders to discovery and capital gain without as much funding and consequent share
dilution as would be required if Luminex were to have developed all these projects without a partner. Luminex will
advance projects further when they are considered of such merit that the risk/reward ratio favours doing so.
Luminex’s intention going forward is to undertake additional exploration including a drilling program on the Condor
Project, work with earn-in and joint venture partners on its Pegasus, Cascas and Orquideas concessions, conduct
additional test work at the Tarqui Project and further explore other properties in is portfolio. Luminex’s future
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business is likely to include the acquisition of additional properties and Luminex therefore anticipates that its
directly held mineral property portfolio with evolve with the business.
Overall Performance
Below is a discussion of overall performance, results of operations, financial operations and cash flows.
Recent Developments
On July 9, 2018, Lumina announced its intention to spin Luminex out to its Shareholders, which, prior to the
Effective Time, will hold Lumina’s Condor Project, located in the Province of Zamora-Chinchipe in southern
Ecuador, its early-stage exploration concessions (including the concessions that make up the First Quantum and
Anglo American earn-in agreements) and working capital. Pursuant to the Plan of Arrangement, Shareholders will
receive Luminex Shares in proportion to their shareholdings in Lumina.
Selected Financial Data

For the period from incorporation on March 16, 2018 to April 17, 2018
Consolidated Statements of Comprehensive Loss
Revenue
Net loss and comprehensive loss for the period

$
$

Nil
Nil

Loss per share – basic and diluted

$

Nil

$

36,900
36,900
35,000

$

1,900

Consolidated Balance Sheets
Cash
Total assets
Total liabilities
Equity:
Share capital

Carve-out MD&A for the Year Ended December 31, 2017
Results of Operations
Luminex was incorporated on March 16, 2018 under the laws of the Province of British Columbia as a wholly
owned subsidiary of Lumina. For the period to April 17, 2018, Luminex had no activities and accordingly, the
results of operations were deemed not meaningful for discussion purposes.
This MD&A of Luminex Resources Business (the “Business”) has been prepared by management as of June 27,
2018 and should be read in conjunction with the audited carve-out combined financial statements and related notes
thereto of the Business for the year ended December 31, 2017 and two months ended December 31, 2016, which
were prepared in accordance with International Financial Reporting Standards (“IFRS”).
This MD&A may contain forward-looking statements in respect of various matters including upcoming events. The
results or events predicted in these forward-looking statements may differ materially from actual results or events.
The Business disclaims any obligation to update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise.
Historical results of operations and trends that may be inferred from the following discussions and analysis may not
necessarily indicate future results from operations.
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Description of Business
The Business is engaged in the acquisition, exploration and development of mineral resources in Ecuador. The
Business includes the entities and activities acquired by Lumina upon its acquisition of EGX on November 1, 2016,
which consisted of the Condor Project, as well as certain mineral concessions in Ecuador that have been granted to
Lumina, or subsidiaries of Lumina, subsequent to the acquisition of EGX. Prior to November 1, 2016, EGX was a
public company listed on the TSX-V.
The Business is in the business of exploring and developing mineral projects and has not yet determined whether
these projects have economically recoverable reserves. The recoverability of amounts shown for mineral properties
is dependent on the establishment of a sufficient quantity of economically recoverable reserves, the ability of the
Business to obtain the necessary financing or participation of joint venture partners to complete the development of
the properties and upon future profitable production or proceeds from the disposition of exploration and evaluation
assets.
The Business’ head office and principal business address is Suite 410 – 625 Howe Street, Vancouver, British
Columbia, V6C 2T6. The Business’ registered and records office is located at 1200 – 200 Burrard Street,
Vancouver, British Columbia, V7X 1T2.
Selected Financial Data
The following summary financial information has been derived from the carve-out combined financial statements of
the Business, which have been prepared in accordance with IFRS. The Business’ significant accounting policies are
outlined within Note 4 to the audited carve-out combined financial statements of the Business for the year ended
December 31, 2017 and two months ended December 31, 2016.
Year ended
December 31, 2017
Carve-out Combined Statements of Comprehensive Loss
Revenue
Expenses
Other income

Two months ended
December 31, 2016

$

(7,473,217)
9,853

$

(846,011)
1,328

Net loss and comprehensive loss for the year

$

(7,463,364)

$

(844,683)

Loss attributable to:
Owners of the Business
Non-controlling interest

$

(7,211,126)
(252,238)

$

(828,414)
(16,269)

$

(7,463,364)

$

(844,683)

$

467,055
47,487,910
901,749
49,088,791
709,305

$

177,674
47,487,910
628,184
48,570,825
527,361

Carve-out Combined Balance Sheets
Cash
Exploration and evaluation assets
Property and equipment
Total assets
Total liabilities
Equity:
Owner’s net investment
Accumulated deficit
Non-controlling interest

$

51,884,412
(8,039,540)
4,534,614

$

44,085,026
(828,414)
4,786,852

Results of Operations
For the year ended December 31, 2017, the Business recorded a net loss of $7,463,364 (two months ended
December 31, 2016 - $844,683). The Business capitalizes costs incurred acquiring exploration and evaluation assets
(mineral projects) and any required licenses related thereto with a term of more than one year. At December 31, 2017,
the carrying value of the exploration and evaluation asset related to the Condor Project (acquired from EGX) was
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$47,487,910 as disclosed in Note 5 of the audited carve-out combined financial statements for the year ended December
31, 2017. The acquisition of EGX was treated as an asset purchase under IFRS. Exploration and evaluation (“E&E”)
expenditures are expensed to profit and loss as incurred. These are discussed below and are disclosed in Note 8(b) of the
audited carve-out combined financial statements for the year ended December 31, 2017.
Total E&E expenses for the year ended December 31, 2017 were $5,920,110 (two months ended December 31, 2016
- $375,915). For the year ended December 31, 2017, significant project expenses included the Condor Project
($3,255,405), Orquideas ($453,363) and Pegasus ($1,198,790).
During the year ended December 31, 2017, expenditures on the Condor Project included drilling and rock and soil
geochemical analyses (total of $396,479) which will be incorporated into future exploration plans and drilling
programs on the Condor Project. The Condor Project also saw expenses of $1,130,209 related to geological staff,
consultants and field labour. The single largest expense on the Pegasus Project during the year ended December 31,
2017 was $643,347 related to annual concession fees with a further $200,303 of geological staff time. The
Orquideas Project saw expenditures of $153,375 for geological staff during the year ended December 31, 2017.
The Business’ other significant expenses for the year ended December 31, 2017 included fees, salaries and other
employee benefits of $1,007,660 and professional fees of $340,430. The fees and salaries total included $487,535 of
share-based payment expense. Professional fees during the year ended December 31, 2017 related primarily to
integration of EGX.
Related Party Transactions
Lumina incurred various expenses with related parties which will also provide services to the Business.
Accordingly, the following expenses with Lumina’s related parties have been disclosed on a pro-rata basis in line
with the allocation of the related expenses in the audited carve-out combined financial statements of the Business:

Company

Nature of transactions

Miedzi Copper Corp.
Miedzi Copper Corp.
Miedzi Copper Corp.
Mozow Copper Sp. z o. o.
Hathaway Consulting Ltd.
Koval Management Inc.
La Mar Consulting Inc.
Lyle E Braaten Law Corp.
Zen Capital & Mergers Ltd.

E&E (geological)
G&A
Fees
E&E (field office)
Fees
Fees
E&E (social and community)
Fees
Fees

$

$

Year ended
December 31,
2017
31,488
37,223
203,307
1,579
99,873
123,864
75,658
56,786
2,539
632,317

Two months ended
December 31, 2016
$

7,004
5,786
51,532
30,203
45,134
36,119
624

$

176,402

Liquidity and Capital Resources
As at December 31, 2017, the Business had cash of $467,055 compared to cash of $177,674 at December 31, 2016. The
Business’ working capital at December 31, 2017 was negative $173,312 compared to negative $228,319 at December
31, 2016. As at those respective dates, the Business was reliant on owner’s investment from Lumina in order to fund
operations.
Working capital is defined as current assets minus current liabilities. Working capital calculations or changes are not
measures of financial performance, nor do they have standardized meanings, under IFRS. Readers are cautioned that this
calculation may differ among companies and analysts and therefore may not be directly comparable. Management
believes that disclosure of the Business’ working capital is of value to assess the available capital resources of the
Business at a reporting period end.
The Business had no long-term debt obligations or off-balance sheet arrangements at December 31, 2017.
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As disclosed in Note 18 to the audited carve-out combined financial statements of the Business at December 31,
2017, the Business, in order to keep its mineral concessions in Ecuador in good-standing, is required to meet certain
spending commitments each year. For 2018, the Business has the following commitments on its mineral
concessions:
(i)

approximately $351,000 on the Condor Project; and

(ii)

approximately $619,000 relating to a government-mandated $5 per hectare spending on new concessions
awarded through the Government of Ecuador’s auction process.

The Business will require additional funding in the future to meet these commitments, and to support any further
expansion of plans. At the Effective Time, Luminex will have approximately $5.25 million of cash on hand which
management believes will be sufficient to meet the working capital needs of Luminex for one year.
For the mineral concessions that were received via tender process, the Business has four years from the concession
registration date to satisfy the full amount that was committed in the tender process or the concession will be
forfeited. These amounts are in excess of the government mandated minimum spend per hectare. An annual report is
sent to the Agencia de Regulación y Control Minero (“ARCOM”), Ecuador’s Mining Regulation and Control
Agency, noting the amount of expenditures incurred on each concession which reduces the remaining total
commitment amount. The total four-year commitment, amounts reported to ARCOM, and remaining total
commitment, for each concession obtained and held at December 31, 2017, and assuming all concessions are
retained, is as follows:

Concession Name
Cascas (2 concessions)
Escondida
La Canela
Orquideas
Palma Real (4 concessions)(1)
Pegasus A / Pegasus B / Luz (15 concessions)
Quimi (2 concessions)
Santa Elena
Tarqui (2 concessions)
Tres Picachos
Yawi(1)
TOTAL
(1)

Total Four-year
Spending
Commitment
$
2,338,430
977,140
2,052,253
6,058,333
1,460,025
4,656,235
2,035,300
1,530,025
1,210,355
2,050,248
979,740
$
25,348,084

Cumulative Amounts
Reported to ARCOM
$

$

106,559
27,272
67,618
370,647
385,931
1,393,448
47,777
64,903
64,264
120,701
27,541
2,676,661

Remaining Four-year
Commitment
$

$

2,231,871
949,868
1,984,635
5,687,686
1,074,094
3,262,787
1,987,523
1,465,122
1,146,091
1,929,547
952,199
22,671,423

The Business has determined that five concession areas (Palma Real 1 – 4 and Yawi), totalling 21,268 hectares, are only of minimal
potential and, accordingly, has commenced the process to renounce them.

The Business’ long-term ability to continue as a going concern is dependent upon successfully obtaining additional
financing, entering into joint ventures, or the partial or total disposal of the Business’ assets.
Financial Instruments
The recorded amounts for cash, receivables, environmental deposit and accounts and accounts payable and accrued
liabilities approximate their fair value due to the short-term maturities of these instruments and/or the market interest rate
being earned or charged thereon.
The Business’ financial instruments have been classified as follows under IFRS:
-

Cash: loans and receivables.
Receivables: loans and receivables.
Environmental deposit: loans and receivables.
Accounts payable and accrued liabilities: other financial liabilities.
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The types of financial risk exposure and the way in which such exposure is managed by the Business is as follows:
Credit Risk: It is management’s opinion that the Business is not exposed to significant credit risk arising from these
financial instruments, as disclosed in Note 14(a) to the audited carve-out combined financial statements for the year
ended December 31, 2017.
The Business’ exposure to credit risk on its cash is limited by maintaining this asset with high-credit quality
financial institutions. The Business may be exposed to the credit risk of its banks in Ecuador which hold cash for the
Business’ Ecuadorian operations. The Business limits its exposure to this risk by maintaining minimal cash balances
in Ecuador, normally sufficient to fund the next month’s operations.
Liquidity Risk: Liquidity risk is the risk that the Business will be unable to meet its financial obligations as they
become due. The Business is reliant on support from Lumina to ensure that it has sufficient cash and other financial
resources available to meet its obligations. The Business manages liquidity risk through the management of its
capital structure. At December 31, 2017, the Business’ current liabilities consisted of accounts payable and accrued
liabilities of $709,305 which are due primarily within the next quarter.
Interest Rate Risk: Interest rate risk is the risk that the future cash flows of the Business will fluctuate because of
changes in market interest rates. Based on the Business’ cash at December 31, 2017, and assuming that all other
variables remain constant, a 1% increase or decrease in interest rates would not have a material impact on net
income.
Currency Risk: The functional currency of the Business and its subsidiaries is the U.S. dollar. The carrying amounts
of financial assets and financial liabilities denominated in currencies other than the U.S. dollar are subject to
fluctuations in the underlying foreign currency exchange rates. Gains and losses on such items are included as a
component of net loss for the period. The Business is exposed to currency risks arising from fluctuations in foreign
exchange rates primarily among the U.S. dollar and Canadian dollar and the degree of volatility of these rates. The
Business does not use derivative instruments to reduce its exposure to foreign exchange and currency risks. The
Business’ exposure to foreign currency risks on cash balances held in foreign currencies is not expected to be significant.
At December 31, 2017, the Business’ cash was primarily held in U.S. dollars. The Business estimates that a 1%
fluctuation in foreign currency exchange rates of the Canadian dollar compared to the U.S. dollar would have an impact
of approximately $300 to the results of operations based upon the foreign currency financial instruments (including cash)
held at December 31, 2017.
Critical Accounting Judgments and Estimates
The preparation of the Business’ carve-out combined financial statements in accordance with IFRS requires
management to make certain judgments, estimates and assumptions about recognition and measurement of assets,
liabilities, income and expenses. Actual results are likely to differ from these estimates. The Business evaluates its
estimates on an ongoing basis and bases them on various assumptions that are believed to be reasonable under the
circumstances. The Business’ estimates are used for making judgments about the carrying value of assets and
liabilities that are not readily apparent from other sources. Should the Business be unable to meet its ongoing
obligations, the realizable value of its assets may decline materially from current estimates.
The accounting policy estimates and judgments described below are considered by management to be essential to
the understanding and reasoning used in the preparation of the Business’ carve-out combined financial statements
and the uncertainties that could have a bearing on its financial results. Further details, and a description of certain
other areas of estimation and judgment, can be found at Note 4(q) in the Business’ audited carve-out combined
financial statements for the year ended December 31, 2017.
Going concern: The assessment of the Business’ ability to continue as a going concern requires significant
judgment. As disclosed in Note 3(c) of the audited carve-out combined financial statements for the year ended
December 31, 2017, the Business’ ability to continue as a going concern is dependent upon continued support from
Lumina, successfully obtaining additional financing, entering into a joint venture, a merger or other business
combination transaction involving a third party, sale of all or a portion of the Business' assets, the outright sale of the
Business, the successful development of the Business’ mineral property interests or a combination thereof.
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Allocation of expenses from Lumina to the Luminex Business: As disclosed in Note 3(b) of the audited carve-out
combined financial statements of the Business for the year ended December 31, 2017, certain judgments are
required in the allocation of certain of Lumina’s balances and expenses to the Business. The appropriate method of
allocation and the percentages applied require the judgment of management.
Acquisition of Ecuador Gold and Copper Corp.: IFRS 3 Business combinations requires that management apply
judgment in the determination if an acquisition of an entity is to be treated as a business combination or as an asset
purchase. In the assessment of the EGX acquisition in 2016, it was determined that the entity did not constitute a
business as it lacked mining permits, mineral reserves, infrastructure and funding to operate the Condor Project.
Exploration and evaluation assets: The application of the Business’ accounting policy for exploration and
evaluation assets requires judgment in determining whether it is likely that acquisition costs incurred will be
recovered through successful exploration and development or sale of the asset under review. Furthermore, the
assessment as to whether economically recoverable resources exist is itself an estimation process. Estimates and
assumptions made may change if new information becomes available. If, after expenditure is capitalized,
information becomes available suggesting that the recovery of expenditure is unlikely, the amount capitalized is
written off to profit or loss in the period when the new information becomes available.
Changes in Accounting Standards
The International Accounting Standards Board (“IASB”), from time to time, issues new accounting standards that
may impact the Business’ future reported financial statements:
IFRS 15 – Revenue from Contracts with Customers: The IASB issued IFRS 15 in May 2014. The new standard
provides a comprehensive framework for recognition, measurement and disclosure of revenue from contracts with
customers, excluding contracts within the scope of the standards on leases, insurance contracts and financial
instruments. IFRS 15 is effective for annual periods beginning on or after January 1, 2018 and is to be applied
retrospectively with early adoption permitted. This standard is not expected to have an impact on the Business’
financial statements as the Business is currently not generating operating revenues.
IFRS 9 – Financial Instruments: The IASB published the final version of IFRS 9 in July 2014. The final standard
brings together the classification, measurement, impairment and hedge accounting phases of the IASB’s project to
replace IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 includes a loss impairment model,
amends the classification and measurement model for financial assets and provides additional guidance on how to
apply the business model and contractual characteristics test. This final version of IFRS 9 supersedes all previous
versions of IFRS 9 and is effective for annual periods commencing on or after January 1, 2018, with early adoption
permitted. Aside from changes in terminology and disclosures to describe financial instruments, it is not anticipated
that there will be any material impact on the Business’ financial statements.
IFRS 16 – Leases: On January 13, 2016, the IASB published a new standard, IFRS 16, eliminating the current dual
accounting model for lessees, which distinguishes between on-balance sheet finance leases and off-balance sheet
operating leases. Under the new standard, a lease becomes an on-balance sheet liability that attracts interest, together
with a new right-of-use asset. In addition, lessees will recognize a front-loaded pattern of expense for most leases,
even when cash rentals are constant. IFRS 16 is effective for annual periods beginning on or after January 1, 2019,
with earlier adoption permitted. The Business is assessing the impact of adopting this standard on its financial
statements.
Carve-out MD&A for the Period Ended March 31, 2018
This MD&A of Luminex Resources Business (the “Business”) has been prepared by management as of June 27,
2018 and should be read in conjunction with the unaudited condensed carve-out combined interim financial
statements and related notes thereto of the Business for the three months ended December 31, 2018 and 2017, which
were prepared in accordance with IAS 34 Interim Financial Reporting.
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Selected Financial Data
The following summary financial information has been derived from the unaudited condensed carve-out combined
interim financial statements of the Business, which have been prepared in accordance with IFRS. The Business’
significant accounting policies are outlined within Note 4 to the unaudited condensed carve-out combined interim
financial statements of the Business for the three months ended March 31, 2018 and 2017 and are also included in
Note 4 of the Business’ audited carve-out combined financial statements for the year ended December 31, 2017 and
two months ended December 31, 2016.
Three months ended March 31,
2018
Carve-out Combined Statements of Comprehensive Loss
Revenue
Expenses
Other income

2017

$

(3,219,576)
2,422

$

(2,196,038)
2,598

Net loss and comprehensive loss for the period

$

(3,217,154)

$

(2,193,440)

Loss attributable to:
Owners of the Business
Non-controlling interest

$

(3,127,176)
(89,978)

$

(2,159,755)
(33,685)

$

(3,217,154)

$

(2,193,440)

Results of Operations
For the three months ended March 31, 2018, the Business recorded a net loss of $3,217,154 (three months ended
March 31, 2017 - $2,193,440).
Total E&E expenses for the three months ended March 31, 2018 were $2,864,191 compared to $1,795,749 for the
three months ended March 31, 2017. Further details on specific projects and concession areas with the Business’
portfolio of projects are noted below.
Condor Project: The Business’ E&E expenditures on the Condor Project were as follows for the three months ended
March 31, 2018 and 2017:

Mineral rights
Legal fees
Assays / Sampling
Camp
Camp access and improvements
Drilling
Environmental, Health & Safety
Field office
Geological consulting
Geological and field staff
Project management
Social and community
Share-based payment
Transportation and accommodation

Three months ended March 31,
2018
2017
83,561
$
52,252
6,247
21,091
56,998
97
191,269
33,103
41,845
98,249
3,083
35,808
88,093
167,042
166,576
27,367
60,137
58,053
67,905
29,700
59,291
18,241
23,978
16,344
113,297
32,890

$

$

1,093,254

$

459,263

Increased (decreased)
Expenditure
$
31,309
(14,844)
56,901
158,166
41,845
95,166
35,808
(78,949)
139,209
2,084
38,205
41,050
7,634
80,407
$

633,991

Expenditures on the Condor Project reflect ongoing exploration, management, camp, and support (social and
environmental management) staff costs which are included in the field office category. In addition, the Business has
performed geologic mapping and geophysics programs, rock and soil geochemical analyses and drilling which will
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be incorporated into future exploration plans and drilling programs on the Condor Project. The overall increase in
costs for the three months ended March 31, 2018 compared to the 2017 equivalent period is due to the overall
increased level of engagement at the Condor Project as the Business plans for future drilling and exploration
programs.
Other Projects: The Business’ E&E expenditures on the Pegasus, Cascas and Orquideas, and other projects were as
follows for the three months ended March 31, 2018 and 2017:
Pegasus Project
Mineral rights
Legal fees
Assays / Sampling
Camp
Environmental, Health & Safety
Field office
Geological consulting
Geological and field staff
Project management
Social and community
Transportation and accommodation

Three months ended March 31,
2018
2017
652,195
$
639,227
9,627
25,853
11,402
2,996
6,763
26,569
372
123
23,629
24,578
6,772
113,337
57,396
16,223
23,027
7,769
13,759
7,447

$

$

854,079

$

814,985

Increased (decreased)
Expenditure
$
12,968
(16,226)
8,406
(19,806)
249
(949)
6,772
55,941
(6,804)
(7,769)
6,312
$

39,094

The most significant expense item for the Pegasus Project related to mineral concession fees which were paid in
March 2018. The Business has also performed geologic reconnaissance and mapping, soil, stream and rock sampling
and analysis in 2018 as part of its initial exploration program, mainly utilizing in-house staffing.
Cascas / Orquideas Projects
Mineral rights
Legal fees
Assays / Sampling
Camp
Environmental, Health & Safety
Field office
Geological consulting
Geological and field staff
Project management
Reports
Social and community
Transportation and accommodation

Three months ended March 31,
2018
2017
144,117
$
140,802
15,119
2,653
10,602
3,644
59,755
3,175
29,202
24,747
5,380
1,209
27,723
11,432
11,781
2,337
6,282
12,861
756
42,515
5,408

$

$

385,913

$

175,587

$

$

Increased
Expenditure
3,315
12,466
6,958
56,580
29,202
19,367
1,209
16,291
9,444
6,282
12,105
37,107
210,326

The main focus during the three months ended March 31, 2018 has been on the Orquideas concession area. Work
performed has included geologic mapping and sampling, line-cutting and IP geophysical surveying as well as auger
soil sampling along the geophysical lines.
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Other Project Areas
Mineral rights
Legal fees
Assays / Sampling
Camp
Camp access and improvements
Environmental, Health & Safety
Field office
Geological consulting
Geological and field staff
Project management
Social and community
Transportation and accommodation

Three months ended March 31,
2018
2017
$
357,168
$
302,824
19,783
7,022
15,978
77
8,382
6,895
1,290
2,055
51
18,241
7,121
1,172
69,712
14,326
15,028
4,336
9,046
1,413
13,090
1,849

Increased
Expenditure
$

$

$

530,945

$

345,914

54,344
12,761
15,901
1,487
1,290
2,004
11,120
1,172
55,386
10,692
7,633
11,241
185,031

The most significant expense items for the other projects held by the Business related to mineral concession fees.
Work performed included geologic reconnaissance and mapping, soil, stream and rock sampling and analysis as part
of the Business’ initial exploration program, mainly using in-house staffing.
The Business’ other significant expenses for the three months ended March 31, 2018 included fees, salaries and
other employee benefits of $188,957 and G&A $104,012.
Related Party Transactions
Lumina incurred various expenses with related parties which will also provide services to the Business.
Accordingly, the following expenses with Lumina’s related parties have been disclosed on a pro-rata basis in line
with the allocation of the related expenses in the unaudited condensed carve-out combined interim financial
statements of the Business:

Company
Miedzi Copper Corp.
Miedzi Copper Corp.
Miedzi Copper Corp.
Mozow Copper Sp. z o. o.
Hathaway Consulting Ltd.
Koval Management Inc.
La Mar Consulting Inc.
Lyle E Braaten Law Corp.
Zen Capital & Mergers Ltd.

Nature of transactions
E&E (geological)
G&A
Fees
E&E (field office)
Fees
Fees
E&E (social and community)
Fees
Fees

Three months ended March 31,
2018
2017
$
11,577 $
16,399
42,128
732
21,043
24,256
12,378
6,005
640
$

135,158

$

5,142
8,302
27,887
19,264
22,584
18,238
5,497
617
107,531

Liquidity and Capital Resources
As at March 31, 2018, the Business had cash of $342,531 compared to cash of $467,055 at December 31, 2017. The
Business’ working capital at March 31, 2018 was negative $229,954 compared to negative $173,312 at December
31, 2017. As at those respective dates, the Business was reliant on owner’s investment from Lumina in order to fund
operations.
Working capital is defined as current assets minus current liabilities. Working capital calculations or changes are not
measures of financial performance, nor do they have standardized meanings, under IFRS. Readers are cautioned that
this calculation may differ among companies and analysts and therefore may not be directly comparable.
Management believes that disclosure of the Business’ working capital is of value to assess the available capital
resources of the Business at a reporting period end.
The Business had no long-term debt obligations or off-balance sheet arrangements at March 31, 2018.
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As disclosed in Note 16 to the unaudited condensed carve-out combined interim financial statements of the Business
at March 31, 2018, the Business, in order to keep its mineral concessions in Ecuador in good-standing, is required to
meet certain spending commitments each year. For 2018, the Business has the following commitments on its
mineral concessions:
(i)

approximately $351,000 on the Condor Project; and

(ii)

approximately $619,000 relating to a government-mandated $5 per hectare spending on new concessions
awarded through the Government of Ecuador’s auction process.

As disclosed in Note 7(b) to the unaudited condensed carve-out combined interim financial statements for the three
months ended March 31, 2018, the Business has incurred approximately $2.8 million (excluding share-based
payment expense) of expenditures on its projects. The majority of these expenses will count towards the committed
spending requirement outlined above.
The Business will require additional funding in the future to meet these commitments, and to support any further
expansion of plans. At the Effective Time, Luminex will have approximately $5.25 million of cash on hand which
management believes will be sufficient to meet the working capital needs of Luminex for one year.
For the mineral concessions that were received via tender process, the Business has four years from the concession
registration date to satisfy the full amount that was committed in the tender process or the concession will be
forfeited. These amounts are in excess of the government mandated minimum spend per hectare. An annual report is
sent to ARCOM noting the amount of expenditures incurred on each concession which reduces the remaining total
commitment amount. The total four-year commitment, amounts reported to ARCOM, and remaining total
commitment, for each concession obtained and held at March 31, 2018, and assuming all concessions are retained, is
as follows:
Cumulative Amounts
Reported to ARCOM

Concession Name
Cascas (2 concessions)
Escondida
La Canela
Orquideas
Palma Real (4 concessions)(2)
Pegasus A / Pegasus B / Luz (15 concessions)
Quimi (2 concessions)
Santa Elena
Tarqui (2 concessions)
Tres Picachos
Yawi(2)

Total
Four-year
Spending
Commitment
$
2,338,430
977,140
2,052,253
6,058,333
1,460,025
4,656,235
2,035,300
1,530,025
1,210,355
2,050,248
979,740

$

106,559
27,272
67,618
370,647
385,931
1,393,448
47,777
64,903
64,264
120,701
27,541

$

2,231,871
949,868
1,984,635
5,687,686
1,074,094
3,262,787
1,987,523
1,465,122
1,146,091
1,929,547
952,199

TOTAL

$

$

2,676,661

$

22,671,423

25,348,084

Remaining Four-year
Commitment(1)

(1)

The current expenditures of approximately $2.8 million for the three months ended March 31, 2018 will, for the majority of items,
count towards this total commitment but have not been shown as a reduction in the table above.

(2)

The Business has determined that five concession areas (Palma Real 1 – 4 and Yawi), totalling 21,268 hectares, are only of minimal
potential and, accordingly, has commenced the process to renounce them.

The Business’ long-term ability to continue as a going concern is dependent upon successfully obtaining additional
financing, entering into joint ventures, or the partial or total disposal of the Business’ assets.
Financial Instruments
At March 31, 2018, the Business’ financial instruments consist of cash, receivables, environmental deposit and
accounts payable and accrued liabilities. Fair value estimates are made at the balance sheet date based on generally
accepted pricing models based on discounted cash flow analysis or using prices from observable current market
transactions. These estimates are subjective in nature and may involve significant uncertainties in matters of
judgment and, therefore, cannot be determined with precision. The fair values of the Business’ financial instruments
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approximate their carrying values due to their short terms to maturity or capacity for prompt liquidation and the
interest rates being charged or earned on these amounts.
The Business’ financial instruments have been classified as follows under IFRS:
-

Cash: amortized cost.
Receivables: amortized cost.
Environmental deposits: amortized cost.
Accounts payable and accrued liabilities: amortized cost.

The types of financial risk exposure and the way in which such exposure is managed by the Business is as follows:
Credit Risk: It is management’s opinion that the Business is not exposed to significant credit risk arising from these
financial instruments, as disclosed in Note 13(a) to the unaudited condensed carve-out combined interim financial
statements for the three months ended March 31, 2018.
The Business’ exposure to credit risk on its cash is limited by maintaining this asset with high-credit quality
financial institutions. The Business may be exposed to the credit risk of its banks in Ecuador which hold cash for the
Business’ Ecuadorian operations. The Business limits its exposure to this risk by maintaining minimal cash balances
in Ecuador, normally sufficient to fund the next month’s operations.
Liquidity Risk: Liquidity risk is the risk that the Business will be unable to meet its financial obligations as they
become due. The Business is reliant on support from Lumina to ensure that it has sufficient cash and other financial
resources available to meet its obligations. The Business manages liquidity risk through the management of its
capital structure. At March 31, 2018, the Business’ current liabilities consisted of accounts payable and accrued
liabilities of $632,545 which are due primarily within the next quarter.
Interest Rate Risk: Interest rate risk is the risk that the future cash flows of the Business will fluctuate because of
changes in market interest rates. Based on the Business’ cash at March 31, 2018, and assuming that all other
variables remain constant, a 1% increase or decrease in interest rates would not have a material impact on net
income.
Currency Risk: The functional currency of the Business and its subsidiaries is the U.S. dollar. The carrying amounts
of financial assets and financial liabilities denominated in currencies other than the U.S. dollar are subject to
fluctuations in the underlying foreign currency exchange rates. Gains and losses on such items are included as a
component of net loss for the period. The Business is exposed to currency risks arising from fluctuations in foreign
exchange rates primarily among the U.S. dollar and Canadian dollar and the degree of volatility of these rates. The
Business does not use derivative instruments to reduce its exposure to foreign exchange and currency risks. The
Business’ exposure to foreign currency risks on cash balances held in foreign currencies is not expected to be
significant.
At March 31, 2018, the Business’ cash was primarily held in U.S. dollars. The Business estimates that a 1%
fluctuation in foreign currency exchange rates of the Canadian dollar compared to the U.S. dollar would have an
impact of approximately $800 to the results of operations based upon the foreign currency financial instruments
(including cash) held at March 31, 2018.
Critical Accounting Judgments and Estimates
The preparation of the Business’ carve-out combined financial statements in accordance with IFRS requires
management to make certain judgments, estimates and assumptions about recognition and measurement of assets,
liabilities, income and expenses. Actual results are likely to differ from these estimates. The Business evaluates its
estimates on an ongoing basis and bases them on various assumptions that are believed to be reasonable under the
circumstances. The Business’ estimates are used for making judgments about the carrying value of assets and
liabilities that are not readily apparent from other sources. Should the Business be unable to meet its ongoing
obligations, the realizable value of its assets may decline materially from current estimates.
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The accounting policy estimates and judgments described below are considered by management to be essential to
the understanding and reasoning used in the preparation of the Business’ carve-out combined financial statements
and the uncertainties that could have a bearing on its financial results. Further details, and a description of certain
other areas of estimation and judgment, can be found at Note 4(c) in the Business’ unaudited condensed carve-out
combined interim financial statements for the three months ended March 31, 2018.
Going concern: The assessment of the Business’ ability to continue as a going concern requires significant
judgment. As disclosed in Note 3(c) of the unaudited condensed carve-out combined interim financial statements for
the three months ended March 31, 2018, the Business’ ability to continue as a going concern is dependent upon
continued support from Lumina, successfully obtaining additional financing, entering into a joint venture, a merger
or other business combination transaction involving a third party, sale of all or a portion of the Business' assets, the
outright sale of the Business, the successful development of the Business’ mineral property interests or a
combination thereof.
Allocation of expenses from Lumina to the Luminex Business: As disclosed in Note 3(b) of the unaudited
condensed carve-out combined interim financial statements of the Business for the three months ended March 31,
2018, certain judgments are required in the allocation of certain of Lumina’s balances and expenses to the Business.
The appropriate method of allocation and the percentages applied require the judgment of management.
Exploration and evaluation assets: The application of the Business’ accounting policy for exploration and
evaluation assets requires judgment in determining whether it is likely that acquisition costs incurred will be
recovered through successful exploration and development or sale of the asset under review. Furthermore, the
assessment as to whether economically recoverable resources exist is itself an estimation process. Estimates and
assumptions made may change if new information becomes available. If, after expenditure is capitalized,
information becomes available suggesting that the recovery of expenditure is unlikely, the amount capitalized is
written off to profit or loss in the period when the new information becomes available.
Changes in Accounting Standards
The IASB, from time to time, issues new accounting standards that may impact the Business’ future reported
financial statements:
IFRS 9 – Financial Instruments: The IASB published the final version of IFRS 9 in July 2014. The final standard
brings together the classification, measurement, impairment and hedge accounting phases of the IASB’s project to
replace IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 includes a loss impairment model,
amends the classification and measurement model for financial assets and provides additional guidance on how to
apply the business model and contractual characteristics test. This final version of IFRS 9 supersedes all previous
versions of IFRS 9 and is effective for annual periods commencing on or after January 1, 2018, with early adoption
permitted. The Business adopted the new standard on January 1, 2018 and has provided additional details
concerning the accounting policy and impact on the financial statements in Note 4(b) to the unaudited condensed
carve-out combined interim financial statements for the three months ended March 31, 2018.
IFRS 16 – Leases: On January 13, 2016, the IASB published a new standard, IFRS 16, eliminating the current dual
accounting model for lessees, which distinguishes between on-balance sheet finance leases and off-balance sheet
operating leases. Under the new standard, a lease becomes an on-balance sheet liability that attracts interest, together
with a new right-of-use asset. In addition, lessees will recognize a front-loaded pattern of expense for most leases,
even when cash rentals are constant. IFRS 16 is effective for annual periods beginning on or after January 1, 2019,
with earlier adoption permitted. The Business is assessing the impact of adopting this standard on its financial
statements.
Authorized and Issued Share Capital
The authorized capital of Luminex consists of an unlimited number of common shares without par value, of which
1,000 Luminex Shares are issued and outstanding as of the date of this Circular. Immediately prior to the Effective
Time, Lumina will own all of the outstanding Luminex Shares.
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Assuming an issued capital of 264,067,893 Lumina Shares immediately prior to the completion of the Plan of
Arrangement, there will be approximately 39,610,184 Luminex Shares issued and outstanding upon completion of
the Plan of Arrangement.
Based on this assumption, there will also be Luminex Options outstanding upon completion of the Plan of
Arrangement exercisable to purchase 1,665,691 Luminex Shares.
Luminex Shareholders are entitled to one vote for each Luminex Share held on all matters to be voted on by
Luminex Shareholders. Luminex Shareholders are entitled to receive such dividends as may be declared by the
directors of Luminex out of funds legally available for that purpose. Each Luminex Share is equal to every other
Luminex Share and all Luminex Shares participate equally on liquidation or distribution of assets. There are no preemptive, redemption, purchase or conversion rights attached to the Luminex Shares.
Dividends
Luminex has not, since the date of incorporation, declared or paid any dividends on Luminex Shares, and Luminex
does not currently have a policy with respect to the payment of dividends
Consolidated Capitalization
The following table sets forth Luminex’s cash and consolidated capitalization, as at the date of this Circular. The
following table should be read in conjunction with the audited consolidated financial statements of Luminex as at
April 17, 2018 and the Pro Forma Financial Statements, including the notes thereto, contained elsewhere in this
Circular.
The pro forma fully diluted share capital of Luminex as at March 31, 2018 is also set out below.
As at March 31, 2018
Pro Forma Balance Consolidated
EQUITY
Share capital
Equity attributable to owners of the Business

49,159,869

Non-controlling interest

49,159,869
4,444,636

Total equity

53,604,505

Options to Purchase Securities
Outstanding Options
As at the date of this Circular there are no Luminex Options outstanding. The following table shows the number of
Luminex Options that are anticipated to be outstanding upon completion of the Arrangement.
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-

Market Value
of Securities
Underlying
Luminex
Options on the
Date of Grant
($/Security) (2)
-

869,191

-

-

1,665,691

-

-

Securities
Under Options
Granted (#)
796,500

Group
Directors and officers of Luminex(1)
Employees and consultants of Luminex and
Luminex’s subsidiaries
Total number of

Exercise or
Base Price of
original Stock
Options
($/Security) (2)

Expiration Date
June 30, 2018 –
Dec. 7, 2022
June 30, 2018 –
Dec. 7, 2022
June 30, 2018 –
Dec. 7, 2022

Notes:
(1)
(2)

Luminex Options will be granted to three directors and five officers of Luminex.
The exercise price of original Stock Options and the market value of securities underlying Luminex Options will be
calculated as described below.

Approximately 1,665,691 Luminex Options will be issued on the Effective Date to holders of Stock Options
pursuant to the Plan of Arrangement. Each Luminex Option will have an exercise price equal to the product obtained
by multiplying: (a) the quotient obtained by dividing the exercise price of the Stock Option by 0.15, by (b) the
Luminex Ratio, rounded down to the nearest whole cent in any case where, after such rounding, the aggregate InThe-Money Amount of the Lumina Replacement Option and fraction of the Luminex Option received would not
exceed the In-The-Money Amount of the Stock Option disposed of, and rounded down to the nearest whole cent.
Stock Option Plan
As the Lumina Option Plan will not carry forward to Luminex, and in contemplation of the Arrangement, if the
Arrangement is approved at the Meeting, Shareholders will also be asked to consider and, if thought appropriate,
pass an ordinary resolution approving the Luminex Option Plan at the Meeting. See “Approval of Luminex Option
Plan”.
Prior Sales
The following table summarizes the sales of Luminex Shares within the 12 months prior to the date of this Circular.
On the Effective Date, it is expected that a total of 40,192,328 Luminex Shares will become outstanding pursuant to
the Plan of Arrangement.
Number of Luminex
Common Shares

Proceeds

Value per Luminex Share

March 16, 2018

100

$1,900.00

$19.00

April 25, 2018

900

Pursuant to Transfer Agreement

See Note (1)

Date

(1)

Note:
(1)

Pursuant to a Transfer Agreement with an effective date of April 25, 2018 between Lumina and Luminex, Lumina
transferred 10,000 common shares of Ecuador Gold Holdings to Luminex in exchange for 900 fully paid and nonassessable Luminex Shares.

Market for Securities
Currently, there is no market for Luminex Shares. It is a condition of closing to the Arrangement that the TSX-V has
given conditional acceptance to the listing of the Luminex Shares. Listing will be subject to the Luminex fulfilling
all the listing requirements of the TSX-V. Luminex does not have any of its securities listed or quoted, and has not
applied to list or quote any of its securities, on a U.S. marketplace.
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Principal Holders of Voting Securities
As at the date of this Circular, to the knowledge of Luminex’s directors and executive officers, the only persons
who, or corporations which, will beneficially own, or control or direct, directly or indirectly, Luminex Shares
carrying 10% or more of the voting rights attaching to all issued and outstanding Luminex Shares, following
completion of the Plan of Arrangement, are:
Shareholder Name

Number of Shares

Percentage of Issued Shares

5,861,125(1)

14.8%

Ross Beaty

Note:
(1)
Does not include 131,250 Luminex Options anticipated to be granted to Mr. Beaty on the same terms as other Lumina
optionholders under the Arrangement, granting Mr. Beaty the right to acquire an additional 131,250 Luminex Shares.

Directors and Officers
Information respecting the Luminex directors and officers is provided below. The directors of Luminex will hold
office until the next annual meeting or until their successor is elected or appointed.
The names and location of residence, offices held and principal occupations during the past five years of the
directors and executive officers of Luminex, upon completion of the Plan of Arrangement, are as follows:

Name, Office(s) and Residence
Marshall Koval
WA, United States President,
Chief Executive Officer and
Director

Principal Occupation During Past
Five Years

Director/Officer Since or
Proposed Date of
Appointment

Number of
Luminex Shares
Held (upon
completion of
Plan of
Arrangement)

CEO & President of Lumina.

On or before the Effective
Date(1)

CEO & President of Miedzi Copper
Corp., a private mining company

March 16, 2018

774,194

President of Walden Management Ltd.,
an investment firm.

On or before the Effective
Date(1)

195,750

John Wright
BC, Canada
Director

Assisting Capstone Mining Corp. in a
Business Development role.

On or before the Effective
Date(1)

3,750

David Farrell
BC, Canada
Director

President of Davisa Consulting, a
private consulting firm.

On or before the Effective
Date(1)

Nil

Lyle Braaten
BC, Canada
Vice President Legal Counsel and
Director
Donald Shumka (1)
BC, Canada
Director

1,715,841

Note:
(1)

It is anticipated that Messrs. Koval, Shumka, Wright and Farrell will be appointed as directors of Luminex on or before
the Effective Date.

Upon the completion of the Plan of Arrangement, the directors and officers as a group will beneficially own, directly
or indirectly, or exercise control or direction over an aggregate of approximately 3,739,433 Luminex Shares
representing approximately 9.4% of the issued Luminex Shares.
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Cease Trade Orders, Bankruptcies or Sanctions
To the knowledge of Luminex, no proposed director is, as at the date of this Circular, or has been, within ten years
before the date of the Circular, a director, CEO or CFO of any company (including Luminex) that:
(i)

was the subject, while the proposed director was acting in the capacity as director, CEO or CFO of
such company, of a cease trade or similar order or an order that denied the relevant company access
to any exemption under securities legislation, that was in effect for a period of more than 30
consecutive days; or

(ii)

was subject to a cease trade or similar order or an order that denied the relevant company access to
any exemption under securities legislation, that was in effect for a period of more than 30
consecutive days, that was issued after the proposed director ceased to be a director, CEO or CFO
but which resulted from an event that occurred while the proposed director was acting in the
capacity as director, CEO or CFO of such company; or

(iii)

as at the date of this Circular, or has been within ten years before the date of this Circular, a director
or executive officer of any company (including Luminex) that, while that person was acting in that
capacity, or within a year of that person ceasing to act in that capacity, became bankrupt, made a
proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted
any proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or
trustee appointed to hold its assets; or

(iv)

has, within the ten years before the date of this Circular, become bankrupt, made a proposal under
any legislation relating to bankruptcy or insolvency, or become subject to or instituted any
proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or
trustee appointed to hold the assets of the proposed director; or

(v)

has been subject to any penalties or sanctions imposed by a court relating to securities legislation or
by a securities regulatory authority or has entered into a settlement agreement with a securities
regulatory authority; or

(vi)

has been subject to any penalties or sanctions imposed by a court or regulatory body that would
likely be considered important to a reasonable securityholder in deciding whether to vote for a
proposed director.

Executive Compensation
Report on Executive Compensation
For the period from Luminex’s incorporation to the date of this Circular, no compensation was paid to any of the
officers or directors of Luminex. The following discussion details Luminex’s compensation program going forward.
The overall objective of Luminex’s compensation program is to attract and retain directors and officers with
appropriate expertise to assist Luminex with its business goals and objectives. Luminex does not currently have a
compensation committee. Luminex’s board of directors (the “Luminex Board”) is responsible for determination
and review of Luminex’s executive compensation arrangements. Luminex considers that its current directors have
sufficient industry knowledge and experience, through other executive and corporate positions held, to fulfill the
needs of Luminex in formulating executive compensation arrangements.
Luminex’s compensation structure is designed to reward performance and to be competitive with the compensation
arrangements of other Canadian resource companies of similar structure, size and scope of operations. Each
executive officer’s position will be evaluated to establish skill requirements and level of responsibility and this
evaluation will provide a basis for internal and external comparisons of positions. In addition to industry
comparables (which are based primarily upon the directors’ knowledge and experience), the Board will consider a
variety of factors when determining both compensation policies and programs and individual compensation levels.
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These factors include the long-term interests of Luminex and its shareholders, overall financial and operating
performance of Luminex and the Luminex Board’s assessment of each executive’s individual performance and
contribution towards meeting corporate objectives. Executive officers’ compensation will be composed of three
major components: (i) base salary; (ii) cash bonus; and (iii) stock options. Interested executives will not participate
in reviews, discussions or decisions of the Board regarding this remuneration.
Base salary ranges will be determined at the discretion of the Luminex Board utilizing the knowledge of Luminex’s
directors with regard to similar positions in Canadian resource companies of comparable size and scope of
operations. The salary for each executive officer’s position will then be further determined having regard to the
incumbent’s responsibilities, individual performance factors, overall corporate performance, potential for
advancement, and the assessment of the Luminex Board of such matters as are presented by management.
The second component of the executive officers’ compensation is cash bonuses. In light of a recommendation from
the directors or management, the Luminex Board may grant executive officers cash bonuses. The performance
criteria and objectives that will be considered by the Luminex Board in determining the availability of such bonuses
will include Luminex’s share performance generally and each executive officer’s role in the progress of Luminex’s
main mineral projects.
The third component of the executive officers’ compensation is stock options. The Luminex Board may from time to
time grant stock options to executive officers under the Luminex Option Plan. Grants of stock options are intended
to align the interests of the executive officers with those of Luminex Shareholders over the longer-term.
The Board does not directly correlate the relationship between the different elements of compensation in
determining the overall compensation plan. Luminex does not currently have any employment contracts with its
executive officers.
Option-based Awards
In determining whether to grant options to executive officers of Luminex, management will propose a number of
options to be granted based on an executive officer’s individual performance, and the performance of Luminex
based on that individual’s activities. The Luminex Board will have final approval for any such proposals. The
Luminex Board will not generally consider the amount of stock options held from previous grants when considering
new grants but will consider the timing of such grants (i.e. grants will generally not be made to an individual more
frequently than on an annual basis).
The Luminex Option Plan will be a fixed stock option plan (as described above). It will be used by the Luminex
Board to provide stock options which are granted in consideration of the level of responsibility of the director and
executive officer as well as his or her impact and/or contribution to the longer-term operating performance of
Luminex. In determining the number of options to be granted, the Luminex Board will take into account the total
number of options, if any, previously granted across Luminex. Luminex ensures that the exercise price of any
Luminex Options granted are in accordance with the policies of the TSX-V. It is Luminex’s intention to closely
align the interests of the beneficiaries of stock option grants with the interests of Luminex Shareholders.
Compensation Risk Management and Mitigation
The Luminex Board has considered the implications of the risks associated with Luminex’s compensation policies
and practices. The Luminex Board is responsible for setting and overseeing Luminex’s compensation policies and
practices. The Luminex Board will not provide specific monitoring and oversight of compensation policies and
practices, but will review, consider and adjust these matters annually. Luminex will not use any specific practices to
identify and mitigate compensation policies that could encourage an NEO or individual at a principal business unit
or division to take inappropriate or excessive risks. These matters will be dealt with on a case-by-case basis.
Luminex believes that none of its policies will encourage its NEOs to take such risks. Luminex has not identified
any risks arising from its compensation policies and practices that are reasonably likely to have a material adverse
effect on Luminex.
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The Luminex Board has approved resolutions prohibiting the directors and officers of Luminex from directly or
indirectly, engaging in any kind of hedging transaction that could reduce or limit the director’s or officer’s economic
risk with respect to the director’s or officer’s holdings, ownership or interest in or to Luminex Shares or other
securities of Luminex, including, without limitation, outstanding stock options or other compensation awards the
value of which are derived from, referenced to or based on the value or market price of Luminex Shares or other
securities of Luminex. Prohibited transactions include the purchase by a director or officer of financial instruments,
including, without limitation, prepaid variable forward contracts, equity swaps, collars, units of exchange funds,
puts, calls or other derivative securities that are designed to hedge or offset a decrease in market value of equity
securities of Luminex.
Given the evolving nature of Luminex’s business, the Luminex Board will review and redesign the overall
compensation plan for senior management as required so as to continue to address the objectives identified above.
Audit Committee
Composition of the Audit Committee
The following are the proposed members of the Luminex Audit Committee:
Audit Committee Member

Independence

Financial Literacy

Donald Shumka

Independent(1)

Financially literate(1)

Lyle Braaten

Not independent(1)

Financially literate(1)

David Farrell

Independent (1)

Financially literate(1)

(1)

As defined by NI 52-110.

Audit Committee Charter
The text of Luminex’s Audit Committee Charter is attached as Schedule “N” hereto.
Composition of the Audit Committee and Relevant Education and Experience
Donald Shumka is Managing Director of Walden Management Ltd., a firm providing financial consulting services
to a variety of clients. Mr. Shumka received his Bachelor of Arts degree from the University of British Columbia
and a Masters of Business Administration from Harvard University. From 1966 to 1979 he worked in a variety of
positions in the forestry industry, from 1979 to 1989 he was Vice-President and Chief Financial Officer of West
Fraser Timber Co. Ltd., and from 1989 to 2004 he headed the Forest Products Group for two Canadian investment
banks. Mr. Shumka has been active in the not for profit sector and is currently Chair of the Emily Carr University
Foundation.
Lyle Braaten is the President and Chief Executive Officer of Miedzi Copper Corp., a private Canadian corporation
involved in mineral exploration in Poland. Mr. Braaten is currently Vice President, Legal and a director of Lumina
Gold Corp. Mr. Braaten joined the Lumina Group in 2008 and assisted in the creation of Magma Energy Corp., a
green energy company focused on international geothermal energy development. In 2011, Magma and Plutonic
Power merged to create Alterra Power Corp which was acquired for $1.1B in 2018 by Innergex Renewable Energy
Inc. Prior to joining the Lumina Group Mr. Braaten practised law and was the Managing Director of a mid-size
Vancouver based law firm with oversight of the firm’s financial matters. Mr. Braaten received a law degree from
the University of British Columbia and a Bachelor of Science from the University of Calgary.
David Farrell is President of Davisa Consulting, a private consulting firm working with global mining companies.
He has over twenty years of corporate and mining experience, and has negotiated, structured and closed more than
$25 billion worth of M&A and structured financing transactions for natural resource companies. Prior to founding
Davisa, he was Managing Director of Mergers & Acquisitions at Endeavour Financial Corp., working in Vancouver
and London. Prior to Endeavour Financial, David was a lawyer at Stikeman Elliott LLP, working in Vancouver,
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Budapest and London. Mr. Farrell graduated from the University of British Columbia with a B.Comm. (Honours,
Finance) and an LL.B. He is currently a candidate for the ICD.D designation through the directors’ education
program run by U of T Rotman School of Management and the Institute of Corporate Directors. Mr. Farrell is also a
director of Northern Vertex Mining Corp. and Oronova Energy Inc.
As a result of their respective business experience, each member of the Audit Committee (i) has an understanding of
the accounting principles used by the Company to prepare its financial statements, (ii) has the ability to assess the
general application of such accounting principles in connection with the accounting for estimates, accruals and
provisions, (iii) has experience in analyzing and evaluating financial statements that present a breadth and level of
complexity of accounting issues that are generally comparable to that that can reasonably be expected to be raised
by the Company’s financial statements, and (iv) has an understanding of internal controls and procedures for
financial reporting.
Pre-Approval Policies and Procedures
The Audit Committee has adopted specific policies and procedures for the engagement of non-audit services as
described in item 7 of Luminex’s Audit Committee Charter attached as Schedule “N” hereto.
External Auditor Service Fees
Luminex has not paid any fees to KPMG LLP in respect of audit fees, audit-related fees, tax fees or other fees for
the period from incorporation to July 10, 2018. Any audit-related fees relating to Luminex have been paid to KPMG
LLP by Lumina.
Corporate Governance
National Policy 58-201 – Corporate Governance Guidelines establishes corporate governance guidelines which
apply to all public companies. Luminex has reviewed its corporate governance practices in light of these guidelines.
In certain cases, Luminex’s practices comply with the guidelines, however, the Board considers that some of the
guidelines are not suitable for Luminex at its current stage of development and therefore these guidelines have not
been adopted. Pursuant to NI 58-101, Luminex must disclose its approach to corporate governance which is set out
below.
Luminex Board of Directors
The Luminex Board currently consists of five (5) directors: Marshall Koval, Lyle Braaten, Donald Shumka, John
Wright and David Farrell. NI 58-101 distinguishes independent and non-independent directors. For the purposes of
NI 58-101, directors who are or have been within the last three years, an employee or executive officer, are deemed
to be not independent of Luminex. Marshall Koval, the current Chief Executive Officer of Luminex, and Lyle
Braaten, current Vice President Legal Counsel of Luminex, are not independent. Messrs. Shumka, Wright and
Farrell are considered independent.
The mandate of the Luminex Board is to supervise the management of Luminex and to act in the best interests of
Luminex. The Luminex Board acts in accordance with:
(a)

BCBCA;

(b)

Luminex’s Notice of Articles and Articles;

(c)

Luminex’s Code of Ethical Conduct;

(d)

the charter of the Luminex Audit Committee; and

(e)

other applicable laws and Luminex policies.
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In fulfilling its mandate, the Luminex Board, among other matters, is responsible for:
(a)

approving all significant decisions that affect Luminex before they are implemented, supervising their
implementation and reviewing the results;

(b)

taking an active role in Luminex’s strategic planning process by: i) discussing and reviewing all materials
relating to the strategic plan with management, and ii) reviewing and approving the strategic plan. At least
one Luminex Board meeting each year will be devoted to discussing and considering the strategic plan,
which takes into account the risks and opportunities of the business. Management must seek the Luminex
Board’s approval for any transaction that would have a significant impact on the strategic plan;

(c)

periodically reviewing Luminex’s business and implementation of appropriate systems to manage any
associated risks, communications with investors and the financial community and the integrity of Luminex’s
internal control and management information systems. The Luminex Board will also monitors Luminex’s
compliance with its timely disclosure obligations, review material disclosure documents prior to distribution,
and periodically discuss the systems of internal control with Luminex’s external auditor;

(d)

choosing the President and appointing senior management and for monitoring their performance and
developing descriptions of the positions for the Luminex Board, including the limits on management’s
responsibilities and the corporate objectives to be met by management;

(e)

approving all of Luminex’s major communications, including annual and quarterly reports and financing
documents. Luminex communicates with its stakeholders through a number of channels including its web
site. The Luminex Board has approved Luminex’s communication policy that covers the accurate and timely
communication of all important information. It is reviewed annually. This policy includes procedures for
communicating with analysts by conference calls; and

(f)

through the Luminex Audit Committee, examining the effectiveness of Luminex’s internal control processes
and management information systems. The Luminex Board will consult with management of Luminex to
ensure the integrity of these systems. Management will submit a report to the Luminex Audit Committee
each year on the quality of Luminex’s internal control processes and management information systems.

Participation of Directors in Other Reporting Issuers
The following directors of Luminex hold directorships in other reporting issuers as set out below:
Name of Director

Name of Other Reporting Issuers

Lyle Braaten

Ero Copper Corp. (TSX-ERO)
Lumina Gold Corp. (TSX-V-LUM)

Marshall Koval

Equinox Gold Corp. (TSX-V-EQX)
Lumina Gold Corp. (TSX-V-LUM)

Donald Shumka

Paladin Energy Ltd. (TSX-PDN/ASX-PDN)
RIWI Corp. (CSE-RIW)
Lumina Gold Corp. (TSX-V-LUM)

John Wright

Ero Copper Corp. (TSX-ERO)
SilverCrest Metals Inc.(CVE-SIL)

David Farrell

Northern Vertex Mining Corp. (CVE-NEE)
Oronova Energy Inc. (CVE-ONV)
Fortuna Silver Mines Inc. (TSX-FVI)
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Orientation and Continuing Education
The Luminex Board will brief all new directors with the policies of the Luminex Board, and other relevant corporate
and business information.
Luminex Board members are encouraged to: communicate with management, auditors and technical consultants;
keep themselves current with industry trends and developments and changes in legislation with management’s
assistance; and attend related industry seminars and visit Luminex’s operations. Luminex Board members have full
access to Luminex’s records.
Ethical Business Conduct
Luminex has adopted a written Code of Ethical Conduct (the “Luminex Code”) for its directors, officers and
employees. As one measure to ensure compliance with the Luminex Code, the Luminex Board has also established a
Whistleblower Policy which details complaint procedure for financial concerns. The full text of these standards is
available free of charge to any person upon request to the Secretary of the Company at 410 – 625 Howe Street,
Vancouver, British Columbia, V6C 2T6 (Telephone: (604) 646-1899).
In addition, as some of the directors of Luminex also serve as directors and officers of other companies engaged in
similar business activities, the Luminex Board must comply with the conflict of interest provisions of the BCBCA,
as well as the relevant securities regulatory instruments, in order to ensure that directors exercise independent
judgment in considering transactions and agreements in respect of which a director or officer has a material interest.
Any interested director would be required to declare the nature and extent of his interest and would not be entitled to
vote at meetings of directors which evoke any such conflict.
Nomination of Directors
The Luminex Board is responsible for identifying individuals qualified to become new Luminex Board members
and recommending to the Board new director nominees for the next annual meeting of Luminex Shareholders.
New nominees must have a track record in general business management, special expertise in an area of strategic
interest to Luminex, the ability to devote the time required, shown support for Luminex’s mission and strategic
objectives, and a willingness to serve.
If a candidate looks promising, the Luminex Board will conduct due diligence on the candidate and if the results are
satisfactory, the candidate is interviewed and may be invited to join the Luminex Board.
Compensation
The Luminex Board will conduct periodic reviews with regard to directors’ compensation. To make its
recommendation on directors’ compensation, the Luminex Board will take into account the types of compensation
and the amounts paid to directors of comparable publicly traded Canadian companies and aligns the interests of
directors with the return to Luminex Shareholders.
Other Board Committees
Luminex does not have any standing committees, other than the Luminex Audit Committee.
Assessments
The Luminex Board monitors the adequacy of information given to directors, communication between the Luminex
Board and management and the strategic direction and processes of the Luminex Board and committees.
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Indebtedness of Directors and Executive Officers
No current or former director, executive officer or employee of Luminex or any of its subsidiaries is, as at the date
of this Circular, indebted to Luminex in connection with the purchase of Luminex Shares or for any other reason and
no such person’s indebtedness to any other entity is the subject of a guarantee, support agreement or understanding
provided by Luminex or any of its subsidiaries.
Risk Factors
Luminex’s principal activity is mineral exploration and development. Companies in this industry are subject to
many kinds of risks, including, but not limited to, operational, technical, environmental, labor, social, political,
security, financial, economic, and metals pricing. Additionally, often due to factors that cannot be predicted or
foreseen, few exploration projects successfully achieve development. While risk management cannot eliminate the
impact of all potential risks, Luminex strives to manage risks to the extent possible and practicable.
The risks and uncertainties described in this section are considered by management to be the most important in the
context of Luminex’s business. The risks and uncertainties below are not listed in order of importance, nor are they
inclusive of all the risks and uncertainties Luminex may be subject to, and therefore other risks may apply.
Mineral exploration inherently involves a high degree of risk. All of the mineral property interests of Luminex
are in the exploration stage and, consequently, may not result in any commercial discoveries.
Mineral exploration involves a high degree of risk and few properties which are explored are ultimately developed
into producing mines. The property interests owned by Luminex are in the exploration stage only, are without
known bodies of commercial mineralization and Luminex has no ongoing mining production at any of them.
Luminex’s mineral exploration activities may not result in any discoveries of commercial bodies of mineralization.
If Luminex’s efforts do not result in any discovery of commercial mineralization, Luminex will be forced to look for
other exploration projects or cease operations. As well, the exploration and development activities of Luminex may
be disrupted by a variety of risks and hazards, which may be beyond the control of Luminex. These risks include,
but are not limited to, labour stoppages, the inability to obtain adequate power, water, and labour, including
consultants or other experts, as well as suitable machinery and equipment. In addition, Luminex may be unable to
acquire or obtain such necessities as water and surface rights, which may be critical for the continued advancement
of exploration activities on its mineral property rights.
Government expropriation may result in the total loss of Luminex’s mineral property interests.
Even if Luminex’s mineral property interests are proven to host economic mineral resources, governmental
expropriation may result in the total loss of Luminex’s mineral property interests without any compensation to
Luminex. Similarly, expropriation or shutdown of financial institutions or other entities Luminex does business with
could impact operations. Further, expropriation of other businesses, in mining or other industries, could impact
Luminex’s ability to operate and obtain financing, as well as its strategic options. Finally, expropriation need not be
outright, there are many forms of creeping expropriation, through taxation and other mechanisms, that if applied
could negatively impact the company’s operations and prospects.
Governmental regulation may have negative impacts on Luminex.
Luminex’s assets and activities are subject to extensive Canadian and Ecuadorian federal, state, provincial, territorial
and local laws and regulations governing various matters, including, but not limited to:
•
•
•
•
•
•
•

land access, use and ownership;
water use;
environmental protection;
social consultation and investment;
management and use of toxic substances and explosives;
management of natural resources;
prospection, exploration, development and construction of mines, production and reclamation;
103

•
•
•
•
•
•
•
•
•
•

exports;
taxation;
mining royalties;
restrictions on the movement of capital into and out of Ecuador (which could impact Luminex’s ability to
repatriate funds and therefore, pay dividends);
importation of equipment and goods;
transportation;
hiring practices and labour standards by Luminex and contractors, as well as occupational health and
safety, including mine safety;
reporting requirements related to investment, social and environmental impacts, health and safety, and other
matters;
processes for preventing, controlling or halting artisanal or illegal mining activities; and,
historic and cultural preservation.

The costs associated with compliance with laws and regulations are already substantial and future laws and
regulations, changes to existing laws and regulations or more stringent application and enforcement of current laws
and regulations by governmental authorities, could cause additional expenses, capital expenditures, delays in the
development of Luminex’s properties, and even restrictions on or suspensions of Luminex operations. Moreover,
these laws and regulations may allow governmental authorities and private parties to bring complaints or lawsuits
against Luminex based upon alleged damage to property and/or injury to persons resulting from the environmental,
health and safety impacts of Luminex’s past and current operations, or possibly even actions or inaction by parties
from whom Luminex acquired its properties, and could lead to the imposition of substantial financial judgments,
fines, penalties or other civil or criminal sanctions.
It is challenging to comply strictly with all of the norms that apply to Luminex. Luminex retains competent and well
trained staff, professionals, attorneys and consultants in jurisdictions in which it does business; however, there is no
certainty that both it and its contractors will continuously be compliant with all applicable laws and regulations. The
failure to comply with all applicable norms could lead to financial restatements, fines, penalties and other material
negative impacts on Luminex.
Failure to comply strictly with applicable mining laws, regulations and local practices may have a material
adverse impact on Luminex’s operations or business.
While Luminex seeks to fully comply with applicable laws, regulations and local practices, failure to comply strictly
with applicable laws, regulations and local practices relating to mineral rights applications and tenure could result in
loss, reduction, cancellation or expropriation of entitlements, or the imposition of additional local or foreign parties
as joint venture partners with carried or other interests. Any such loss, reduction or imposition of partners could
have a material adverse impact on Luminex’s operations or business. Furthermore, increasing complexity of mining
laws and regulations may render Luminex incapable of strict compliance.
The exploration and future development of Luminex’s property interests are subject to extensive laws and
regulations governing health, safety, environment and communities.
Luminex’s exploration and mine development activities are subject to extensive laws and regulations governing the
protection of the environment, waste disposal, worker and community safety, employee health, mine development,
and protection of water and endangered and protected species, as well as extensive reporting and community
engagement requirements. Luminex’s ability to obtain permits and approvals and to successfully operate in
particular locations may be adversely impacted by real or perceived detrimental events associated with Luminex’s
activities or those of other mining companies or associations, or even illegal miners affecting the environment,
human health, and safety of nearby communities. Delays in obtaining or failure to secure government permits and
approvals, or to secure evictions of illegal miners, may adversely affect Luminex’s ability to access, explore or
develop its properties. Luminex has made, and expects to make in the future, significant expenditures to comply
with laws and regulations and to the extent reasonably possible, create social and economic benefit in nearby
communities. From time to time, parts of the Condor Project have been occupied by illegal miners, and these
incidents have been reported and dealt with by Luminex using procedures available to it under Ecuadorian law.
Luminex, however, may be required to remediate areas on its concessions impacted by the activities of third parties.
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Future changes to environmental laws, regulations and permitting processes or changes in their enforcement or
regulatory interpretation could have an adverse impact on Luminex’s operating and financial condition.
Luminex’s properties are subject to pressure from artisanal and illegal miners.
Several of Luminex’s concessions are located close to communities with long-standing artisanal, often illegal,
mining traditions. Limited economic opportunities in these areas contribute to making gold mining an attractive field
of work for local individuals and small associations and companies, who at times view properties belonging to
Luminex as particularly attractive targets for alluvial or hard rock mining. In some cases, the local operators
(occasionally financed by outsiders), having exhausted development opportunities at their current location may seek
to expand or relocate their activities into areas controlled by Luminex. Local and national political and regulatory
authorities may come under pressure to support or not impede the ambitions of these local actors. Luminex monitors
local mining activities and is in regular contact with regulatory and political authorities to anticipate and manage
issues as they arise. Nonetheless, there is a risk that in the future, due to political or social factors, regulators may
make decisions to grant access to artisanal miners that impact the viability of Luminex’s projects.
Luminex may not be able to obtain or renew permits that are necessary for its operations.
In the ordinary course of business, Luminex is required to obtain new permits as well as renew governmental
permits for existing operations and any ultimate development, construction and commencement of new mining
operations. Obtaining or renewing necessary permits can be a complex and time-consuming process, which at times
may involve several political jurisdictions and different government agencies, which may not have the necessary
expertise, resources or political disposition needed for efficient processing, and may require public hearings and
costly undertakings on Luminex’s part. The duration and success of Luminex’s efforts to obtain and renew permits
are contingent upon many variables not within its control, including the interpretation of applicable requirements
implemented by permitting authorities and timeframes for agency decisions. Luminex may not be able to obtain or
renew permits that are necessary to its operations, or the cost to obtain or renew permits may exceed what Luminex
believes it can recover from a given property once in production. Any unexpected delays or costs associated with the
permitting process could slow development or impede the eventual operation of a mine, and could adversely impact
Luminex’s operations and profitability.
Luminex has no significant source of operating cash flow and failure to generate revenues in the future could
cause Luminex to go out of business.
Luminex has no revenues from ongoing operations and has recorded accumulated losses. Based upon current plans,
Luminex expects to incur operating losses in future periods due to ongoing expenses associated with the holding,
exploration and development of Luminex’s mineral property interests. Luminex will likely continue to have limited
financial resources and its ability to achieve and maintain profitability and positive cash flow will remain dependent
upon Luminex being able to:
•
•
•

develop and/or locate a profitable mineral property;
generate revenues in excess of expenditures; and
minimize exploration and administrative costs in the event revenues and/or financing availability are
insufficient, in order to preserve available cash.

In order to stay in business, in the absence of cash flow from operations, Luminex will have to raise funding through
financing activities. However, there is no certainty Luminex will be able to raise funds at all or on terms acceptable
to Luminex in the event it needs to do so. Furthermore, additional funds raised by Luminex through the issuance of
equity or convertible debt securities would cause current Luminex Shareholders to experience dilution. Such
securities also may grant rights, preferences or privileges senior to those of Luminex Shareholders.
Luminex does not have any contractual restrictions on its ability to incur debt and, accordingly, Luminex could incur
significant amounts of indebtedness to finance its operations. Any such indebtedness could contain restrictive
covenants, which likely would restrict Luminex’s operations.
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The mineral exploration industry is intensely competitive in all its phases and Luminex competes with many
companies, including those possessing greater financial resources and technical capabilities.
The mineral exploration industry is intensely competitive in all its phases. Luminex competes with many companies,
including those possessing greater financial resources and technical capabilities, for the acquisition of mineral
concessions, claims, leases, other mineral interests, and equipment required to conduct its activities as well as for the
recruitment and retention of qualified employees, and contracting of attorneys, consultants and technical experts.
Ecuador is an emerging mining country with no significant mines in operation and as a result mining expertise is
limited and competition for qualified nationals is particularly intense.
Even if Luminex makes a discovery of commercial quantities of minerals, there is no assurance that there will be
market demand for the resource and that the investment will earn an adequate return.
There is no assurance that even if commercial quantities of minerals are discovered, a ready market will exist for
their sale. Factors beyond the control of Luminex may affect the marketability of any minerals discovered. These
factors include: market fluctuations; domestic and international economic trends and political events; inflation or
deflation; currency exchange fluctuations (specifically, the U.S. dollar relative to other currencies); interest rates and
global or regional consumption patterns; speculative activities; and, government laws and regulations, including
those relating to prices, taxes, royalties, land tenure, land use, labour, importing of equipment, importing and
exporting of minerals, and environmental protection. The exact effect of any of these factors cannot be accurately
predicted, but a combination of them may result in Luminex not receiving an adequate return on invested capital or
losing its invested capital.
Substantial expenditures are required to be made by Luminex to establish mineral reserves and Luminex may
either not discover minerals in sufficient quantities or grades or not be able to obtain the required funds to
develop a project on a timely basis.
Substantial expenditures are required to establish mineral reserves through drilling and the estimation of mineral
reserves or mineral resources in accordance with the CIM Guidelines. Although significant benefits may be derived
from the discovery of a major mineralized deposit, Luminex may not discover minerals in sufficient quantities or
grades to justify a commercial mining operation and the funds required for development may not be obtained on a
timely basis or may not be obtainable on terms acceptable to Luminex. Estimates of mineral reserves and mineral
resources can also be affected by environmental factors, unforeseen technical difficulties and unusual or unexpected
geological formations. In addition, the grades of minerals ultimately mined may differ from those indicated by
drilling results. Material changes in mineral reserve or mineral resource estimates, grades, stripping ratios or
recovery rates may affect the economic viability of any project.
Risks relating to inaccurate estimates of mineral resources, production, purchases, costs, decommissioning or
reclamation expenses.
Unless otherwise indicated, mineralization figures presented by Luminex, in filings with securities regulatory
authorities, press releases and other public statements that may be made from time to time, are based upon estimates
made by Luminex personnel and independent geologists. These estimates are inherently imprecise, as they depend
upon geological interpretation and statistical inferences drawn from drilling and sampling analysis, which may prove
to be unreliable. As a result, there can be no assurance that mineral resource or other mineralization figures or
estimates of costs (including initial capital costs and initial capital intensity) and expenses will be accurate, nor that
the resource mineralization could be mined or processed profitably.
Luminex has not commenced production at any of its properties, nor defined or delineated any proven or probable
mineral reserves. Therefore, the mineralization estimates for Luminex’s properties may require adjustments or
downward revisions based upon further exploration or development work or actual production experience. In
addition, the grade of ore ultimately mined, if any, may differ from that indicated by and inferred from drilling
results. Furthermore, there can be no assurance that minerals recovered in small-scale tests will be duplicated in
large-scale tests under on-site conditions or at production scale. As a result, the mineral resource and mineral reserve
estimates that may be contained in Luminex’s filings with securities regulatory authorities, press releases and other
public statements that may be made from time to time have been determined and valued based on assumed future
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prices, cut-off grades and operating costs that may prove to be inaccurate. In addition, extended declines in market
prices for gold or other metals may render portions of Luminex’s mineralization uneconomic and result in reduced
reported mineralization.
The estimated parameters for Luminex’s projects may be changed as development and mining plans are generated
and refined. These parameters would include estimates of how plants, equipment and processes may operate in the
future at Luminex’s projects, for which cost and productivity estimates may prove to be incorrect.
Any material alteration in the above noted estimates, or of Luminex’s ability to extract mineralization from its
projects, could have a material adverse effect on Luminex’s results or financial condition.
The inherent operational risks associated with mining, exploration and development, many of which are beyond
Luminex’s control.
Luminex’s activities are subject to a high degree of risk due to factors that, in some cases, cannot be foreseen or
anticipated, or controlled. These risks include, but are not limited to, tectonic or weather activity that may provoke
landslides or other impacts, labour disruptions, crime, the inability to obtain adequate sources of power, water,
labour, suitable or adequate machinery and equipment, and expert attorneys and consultants. In addition, Luminex
may be unable to acquire or obtain such requirements as water rights and surface rights, which may be critical for
the continued advancement of exploration, development and operational activities on its mineral concessions.
Furthermore, Luminex is currently involved in a number of regulatory processes where, in spite of its best efforts
and those of its legal advisers and consultants, results are uncertain. These processes could generate delays and
adverse decisions, however unexpected, could negatively impact project development and Luminex’s prospects.
Inadequate infrastructure may adversely affect Luminex’s operations and profitability.
Mining, development, exploration and production activities depend, to one degree or another, on adequate
infrastructure. Reliable roads, bridges, power and fuel sources, as well as water supplies are important determinants
which affect capital, as well as operating costs and safety. The lack of availability on acceptable terms or the delay
in the availability of any one or more of these items could prevent or delay development of Luminex’s projects. If
adequate infrastructure is not available in a timely manner, there can be no assurance that the development of
Luminex’s projects will be commenced or completed on a timely basis, if at all. In addition, unusual or infrequent
weather phenomena, tectonic activity, sabotage, government or other interference in the maintenance or provision of
such infrastructure could adversely affect Luminex’s operations and profitability.
Luminex currently has limited insurance covering its assets and operations and, as a consequence, could incur
considerable costs.
Mineral exploration involves risks, which, even with a combination of experience, knowledge and careful
evaluation, mining exploration companies may not be able to overcome. Operations in which Luminex has a direct
or indirect interest may be subject to all the hazards and risks normally incidental to exploration of precious and
non-precious metals, any of which could result in work stoppages, damage to property, and possible environmental
damage. Luminex presently has very limited commercial liability insurance and does not intend to increase its
liability insurance. As a result of having limited liability insurance, Luminex could incur significant costs that may
have a materially adverse effect upon its financial condition and even cause Luminex to cease operations.
Luminex’s mineral property interests or surface property may be subject to prior unregistered agreements or
transfers and therefore title to some of Luminex’s property interests may be affected.
Although Luminex has sought and received such representations as it has been able to achieve from vendors in
connection with the acquisition of, or options to acquire, an interest in its mining properties and surface rights, and
has conducted limited investigations of legal title to each such property, the properties in which Luminex has an
interest may be subject to prior unregistered agreements or transfers or native land claims, or it is possible that title
may be affected by undetected defects.
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The prices of gold, copper, and other base and precious metals has fluctuated significantly in recent years and
may adversely affect the economic viability of any of Luminex’s mineral properties.
Luminex’s revenues, if any, are expected to be almost entirely derived from the mining and sale of gold, copper and
other metals. The prices of those commodities have fluctuated widely, particularly in recent years, and are affected
by numerous factors beyond Luminex’s control, including: international economic and political trends; expectations
of inflation; currency exchange fluctuations; interest rates; consumption patterns; speculative activities; and,
increased production due to new mine developments and improved mining and production methods. The effect of
these factors on the price of gold and copper, as well as other precious and base metals, and, therefore, on the
economic viability of any of Luminex’s mining properties, cannot be accurately predicted, but nonetheless may
adversely impact Luminex’s ability to raise capital and conduct its operations.
All of Luminex’s subsidiaries and its mineral properties are in a foreign country and, therefore, a large portion
of Luminex’s business may be exposed to political, economic, security, and other risks and uncertainties.
Luminex’s mineral properties, and related subsidiaries, are located in Ecuador. It may, therefore, be exposed to
various types and degrees of security, economic, labor, political and other risks and uncertainties. These risks and
uncertainties include, but are not limited to: terrorism; hostage taking; military repression; high rates of inflation;
labour unrest; war or civil unrest; creeping or outright expropriation and nationalization; renegotiation or
nullification of existing concessions, licenses, permits and contracts, including by way of invalidation of
governmental acts; artisanal and illegal mining operations and the government’s enforcement of norms restricting
these activities; changes in taxation and mining-related laws and regulations; trade protectionism, including
restrictions or tariffs on imports; changes to the foreign exchange regime; changes to the currency regime; currency
controls; restrictions on repatriation of funds; changing political conditions, including electoral results; challenges to
the validity of governmental acts; and, governmental regulations that may favour or require the awarding of
contracts to local contractors or require foreign contractors to employ residents of, or purchase supplies from, a
particular jurisdiction. The reputation of Ecuador as a developing nation, perceived by many as having a track record
of measures contrary to attracting investment in the mining sector and other areas of the economy, may make it
more difficult for Luminex to obtain any required exploration and development financing for its projects.
Changes in mining or investment policies or shifts in political attitudes in Ecuador, its provinces, or local political
jurisdictions, may adversely affect Luminex’s operations or potential profitability. Operations may be affected in
varying degrees by government legislation and regulations with respect to, but not limited to: restrictions on
production; price controls; export controls; currency remittances; taxes, including income taxes, property taxes,
value added taxes, capital gains taxes, windfall taxes, and the sovereign adjustment tax; royalties; expropriation of
property; foreign investment; maintenance of claims; the environment; land use; land claims or other demands by
local people; social consultation and other permitting requirements; artisanal and illegal mining operations; labour;
transportation; water use; and, mine safety. Failure to comply strictly with applicable laws, regulations and local
practices relating to mineral rights applications and tenure, could result in loss, reduction or expropriation of
entitlements, or the imposition of additional local or foreign parties as joint venture partners with carried or other
interests.
The impact of one or more of these various factors and uncertainties, none of which can be accurately predicted,
could have an adverse effect on Luminex’s operations or potential profitability.
Luminex’s foreign subsidiary operations may impact its ability to fund operations efficiently, as well as
Luminex’s valuation and stock price.
Luminex conducts operations through foreign subsidiaries and substantially all of its assets are held in such entities.
Accordingly, any limitation on the transfer of cash or other assets between the parent corporation and such entities,
or among such entities, could restrict Luminex’s ability to fund its operations efficiently. Any such limitations, or
the perception that such limitations may exist now or in the future, could have an adverse impact on Luminex’s
valuation and stock price.
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The value of Luminex’s common shares, as well as its ability to raise equity capital, may be impacted by future
issuances of shares.
Luminex is authorized to issue an unlimited number of common shares without par value. Luminex may issue more
common shares in the future. Sales of substantial amounts of common shares (including shares issuable upon the
exercise of stock options), or the perception that such sales could occur, could materially adversely affect prevailing
market prices for the common shares and the ability of Luminex to raise equity capital in the future.
Luminex’s future performance is dependent on key personnel. The temporary or permanent loss of the services
of any of Luminex’s and its subsidiary’s executives or directors could have a material adverse effect on
Luminex’s business.
Luminex’s performance is substantially dependent on the performance and continued efforts of Luminex’s
executives and its board of directors. The loss of the services of any of Luminex’s executives or directors could have
a material adverse effect on Luminex’s business, results of operations and financial condition. Luminex currently
does not carry any key person insurance on any of its executives or directors. Luminex has limited resources and is
currently unable to compete with larger organizations with respect to compensation and perquisites.
Luminex is exposed to financial risk arising from fluctuations in the exchange rates between the United States
dollar and Canadian dollar.
While Luminex and its subsidiaries incur the majority of their expenditures in U.S. dollars, corporate G&A expenses
are primarily paid in Canadian dollars. Thus, Luminex is exposed to financial risk arising from fluctuations in the
exchange rates between the U.S. dollar and Canadian dollar, and the degree of volatility of these rates. Luminex
does not use derivative instruments to reduce its exposure to foreign currency risks.
Legal Proceedings and Regulatory Actions
To the best of Luminex’s knowledge, following due enquiry, there are no legal proceedings or regulatory actions
material to Luminex to which Luminex is a party, or has been a party since its incorporation.
To the best of Luminex’s knowledge, following due enquiry, there have been no penalties or sanctions imposed
against Luminex by a court relating to federal, state, provincial and territorial securities legislation or by a securities
regulatory authority since Luminex’s incorporation, nor have there been any other penalties or sanctions imposed by
a court or regulatory body against Luminex and it has not entered into any settlement agreements before a court
relating to provincial and territorial securities legislation or with a securities regulatory authority.
Interest of Management and Others in Material Transactions
Other than disclosed elsewhere in this Circular, no director, executive officer or Luminex Shareholder that
beneficially owns, or controls or directs, directly or indirectly, more than 10% of the issued Luminex Shares, or any
of their respective associates or affiliates, has any material interest, direct or indirect, in any transaction which has
materially affected or is reasonably expected to materially affect Luminex within the three years preceding the date
of this Circular.
Auditors, Transfer Agent and Registrar
Luminex’s auditors are KPMG, having an address at 777 Dunsmuir Street, 11th Floor, Vancouver, BC V7Y 1K3.
Luminex anticipates that Computershare Investor Services Inc. at 100 University Avenue, 8th Floor, Toronto,
Ontario, M5J 2Y1 will be appointed as its transfer agent and registrar for the Luminex Shares as of the Effective
Date.
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Interest of Experts
The financial statements of Luminex as at April 17, 2018 included in Schedule “J” of this Circular and the CarveOut Financial Statements as at December 31, 2017 and 2016 and for the year ended December 31, 2017 and the two
months ended December 31, 2016 included in Schedule “K” of this Circular have been audited by KPMG LLP.
KPMG LLP have confirmed with respect to Luminex, that they are independent within the meaning of the relevant
rules and related interpretations prescribed by the relevant professional bodies in Canada and any applicable
legislation or regulations.
The consolidated financial statements of Ecuador Gold and Copper Corp. as at October 31, 2016 and 2015 and for
the years then ended included in Schedule “L” of this Circular have been audited by SF Partnership, LLP. SF
Partnership LLP are independent of Ecuador Gold and Copper Corp. within the meaning of the relevant rules and
related interpretations prescribed by the relevant professional bodies in Canada and any applicable legislation or
regulations.
Material Contracts
The only agreement or contract that Luminex will be a party to and which may be reasonably regarded as being
currently material to Luminex, on a pro forma basis is the Arrangement Agreement dated July 9, 2018 made
between Lumina and Luminex as described under “The Plan of Arrangement” in this Circular.
In due course, Luminex anticipates entering into an agency agreement pursuant to which Miedzi Copper Corp. will
provide administrative services and personnel necessary for Luminex to fulfil its basic day-to-day head office and
executive responsibilities.
A copy of any material contract or report may be inspected at any time up to the commencement of the Meeting
during normal business hours at 410 – 625 Howe Street, Vancouver, British Columbia V6C 2T6.
APPROVALS
The contents of this Circular and the sending of it to each Securityholder entitled to receive notice of the Meeting, to
each director of Lumina, to the auditor of Lumina, and to the appropriate governmental agencies, have been
approved by the Board.
ADDITIONAL INFORMATION
Additional information relating to Lumina is on SEDAR at www.sedar.com. Shareholders may contact Lumina at
pcheng@luminacapital.ca to request copies of Lumina’s financial statements and MD&A.
Financial information is provided in Lumina’s comparative annual financial statements and MD&A for its most
recently completed financial year which are filed on SEDAR.
OTHER MATTERS
Management of Lumina is not aware of any other matter to come before the Meeting other than as set forth in the
Notice of Meeting. If any other matter properly comes before the Meeting, it is the intention of the persons named
in the enclosed form of proxy to vote the Lumina Shares represented thereby in accordance with their best judgment
on such matter.
DATED this 10th day of July, 2018.
BY ORDER OF THE BOARD OF DIRECTORS
(SIGNED) MARSHALL KOVAL
MARSHALL KOVAL
Director, President and Chief Executive Officer
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SCHEDULE “A”
LUMINA GOLD CORP.
Audit Committee (the “Audit Committee”)
of the Board of Directors
CHARTER
1.

Each member of the Audit Committee shall be a member of the Board of Directors, in good standing, and the
majority of the members of the audit committee shall be independent in order to serve on this committee.

2.

At least one of the members of the Audit Committee shall be financially literate.

3.

Review the Committee’s charter annually, reassess the adequacy of this charter, and recommend any
proposed changes to the Board of Directors. Consider changes that are necessary as a result of new laws or
regulations.

4.

The Audit Committee shall meet at least four times per year, and each time the Company proposes to issue a
press release with its quarterly or annual earnings information. These meetings may be combined with
regularly scheduled meetings, or more frequently as circumstances may require. The Audit Committee may
ask members of the Management or others to attend the meetings and provide pertinent information as
necessary.

5.

Conduct executive sessions with the outside auditors, outside counsel, and anyone else as desired by the
committee.

6.

The Audit Committee shall be authorized to hire outside counsel or other consultants as necessary (this may
take place any time during the year).

7.

Approve any non-audit services provided by the independent auditors, including tax services. Review and
evaluate the performance of the independent auditors and review with the full Board of Directors any
proposed discharge of the independent auditors.

8.

Review with the Management the policies and procedures with respect to officers’ expense accounts and
perquisites, including their use of corporate assets, and consider the results of any review of these areas by
the independent auditor.

9.

Consider, with the Management, the rationale for employing accounting firms rather than the principal
independent auditors.

10.

Inquire of the Management and the independent auditors about significant risks or exposures facing the
Company; assess the steps the Management has taken or proposes to take to minimize such risks to the
Company; and periodically review compliance with such steps.

11.

Review with the independent auditor, the audit scope and plan of the independent auditors. Address the
coordination of the audit efforts to assure the completeness of coverage, reduction of redundant efforts, and
the effective use of audit resources.

12.

Inquire regarding the “quality of earnings” of the Company from a subjective as well as an objective
standpoint.

13.

Review with the independent accountants: (a) the adequacy of the Company’s internal controls including
computerized information systems controls and security; and (b) any related significant findings and
recommendations of the independent auditors together with the Management’s responses thereto.
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14.

Review with the Management and the independent auditor the effect of any regulatory and accounting
initiatives, as well as off-balance-sheet structures, if any.

15.

Review with the Management, the independent auditors, the interim annual financial report before it is filed
with the regulatory authorities.

16.

Review with the independent auditor that performs an audit: (a) all critical accounting policies and practices
used by the Company; and (b) all alternative treatments of financial information within generally accepted
accounting principles that have been discussed with the Management of the Company, the ramifications of
each alternative and the treatment preferred by the Company.

17.

Review all material written communications between the independent auditors and the Management.

18.

Review with the Management and the independent auditors: (a) the Company’s annual financial statements
and related footnotes; (b) the independent auditors’ audit of the financial statements and their report thereon;
(c) the independent auditor’s judgments about the quality, not just the acceptability, of the Company’s
accounting principles as applied in its financial reporting; (d) any significant changes required in the
independent auditors’ audit plan; and (e) any serious difficulties or disputes with the Management
encountered during the audit.

19.

Periodically review the Company’s code of conduct to ensure that it is adequate and up-to-date.

20.

Review the procedures for the receipt, retention, and treatment of complaints received by the Company
regarding accounting, internal accounting controls, or auditing matters that may be submitted by any party
internal or external to the organization. Review any complaints that might have been received, current status,
and resolution if one has been reached.

21.

Review procedures for the confidential, anonymous submission by employees of the organization of concerns
regarding questionable accounting or auditing matters. Review any submissions that have been received, the
current status, and resolution if one has been reached.

22.

The Audit Committee will perform such other functions as assigned by law, the Company’s articles, or the
Board of Directors.
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SCHEDULE “B”
ARRANGEMENT RESOLUTION
“PLAN OF ARRANGEMENT APPROVAL
BE IT RESOLVED, as a special resolution, that:
1.

the Plan of Arrangement, as it may be modified, supplemented or amended in accordance with its terms,
under Section 288 of the Business Corporations Act (British Columbia) attached as Schedule “E” to the
Information Circular of Lumina Gold Corp. (“Company”) accompanying the Notice of Meeting is
authorized, approved and adopted;

2.

the Arrangement Agreement dated as of July 9, 2018 between the Company and Luminex Resources Corp.
and all transactions contemplated therein, and any amendments thereto, the actions of the directors of the
Company in approving the Plan of Arrangement and the Arrangement Agreement and the actions of the
directors and officers of the Company in executing and delivering the Arrangement Agreement and causing
the performance by the Company of its obligations thereunder, are hereby confirmed, ratified, authorized and
approved;

3.

notwithstanding that this resolution has been passed (and the Plan of Arrangement approved and agreed to)
by the Company or that the Arrangement has been approved by the Supreme Court of British Columbia, the
board of directors of the Company, without further notice to or approval of the shareholders of the Company,
may, in accordance with the terms of the Plan of Arrangement, elect not to proceed with the Plan of
Arrangement or otherwise give effect to this Special Resolution, at any time prior to the Plan of Arrangement
becoming effective; and

4.

any one or more of the directors and officers of the Company be authorized and directed to perform all such
acts, and things and execute, under the seal of the Company or otherwise, all such documents and other
writings, as may be required to give effect to the true intent of this resolution.”
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SCHEDULE “C”
LUMINA OPTION PLAN RESOLUTION
“STOCK OPTION PLAN APPROVAL
WHEREAS the shareholders of Lumina Gold Corp. (the “Company”) wish to confirm and approve the Company’s 10%
Rolling Stock Option Plan, as described in the Company’s information circular dated July 10, 2018 (the “Stock Option
Plan”).
BE IT RESOLVED that the Stock Option Plan is hereby confirmed and approved.
MISCELLANEOUS ACTS AND DOCUMENTS
BE IT RESOLVED that:
1.

any one or more of a group comprised of the directors and officers of the Company are authorized and
directed to do all acts and things, to settle the form of, execute, under the Company’s corporate seal or
otherwise, deliver, give all notices and file and distribute all certificates, instruments, agreements and
other documents, and to obtain any required consents or approvals, in the name and on behalf of the
Company as in the opinion of such individuals may be necessary or desirable to give full effect to the
above resolutions and to facilitate all matters relating to those resolutions; and

2.

all acts performed and any documents executed, delivered, filed or registered prior to the date of these
resolutions by the directors and/or officers of the Company relating to matters dealt with in these
resolutions are approved, ratified and confirmed.”
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SCHEDULE “D”
LUMINEX OPTION PLAN RESOLUTION
“LUMINEX RESOURCES CORP. STOCK OPTION PLAN APPROVAL
WHEREAS the shareholders of Lumina Gold Corp. (the “Company”) wish to confirm and approve a Stock Option Plan,
as described in the Company’s information circular dated July 10, 2018 (the “Luminex Stock Option Plan”).
BE IT RESOLVED that subject to the completion of the Arrangement, the Luminex Stock Option Plan is hereby
confirmed and approved.
MISCELLANEOUS ACTS AND DOCUMENTS
BE IT RESOLVED that:
1.

any one or more of a group comprised of the directors and officers of the Company are authorized
and directed to do all acts and things, to settle the form of, execute, under the Company’s corporate
seal or otherwise, deliver, give all notices and file and distribute all certificates, instruments,
agreements and other documents, and to obtain any required consents or approvals, in the name and
on behalf of the Company as in the opinion of such individuals may be necessary or desirable to
give full effect to the above resolutions and to facilitate all matters relating to those resolutions; and

2.

all acts performed and any documents executed, delivered, filed or registered prior to the date of
these resolutions by the directors and/or officers of the Company relating to matters dealt with in
these resolutions are approved, ratified and confirmed.”
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SCHEDULE “E”
PLAN OF ARRANGEMENT UNDER SECTION 288 OF THE BUSINESS CORPORATIONS ACT
(BRITISH COLUMBIA)
ARTICLE 1
DEFINITIONS AND INTERPRETATION
1.1

Definitions

In this Plan of Arrangement, unless there is something in the subject matter or context inconsistent therewith, the
following terms shall have the respective meanings set forth below:
“Arrangement Agreement” means the agreement dated July 9, 2018 between Lumina and Luminex to which this
Plan of Arrangement is attached as Exhibit A, as it may be supplemented or amended from time to time;
“Arrangement Resolution” means the special resolution of Lumina Shareholders approving the Plan of
Arrangement;
“BCBCA” means the Business Corporations Act (British Columbia);
“Business Day” means a day which is not a Saturday, Sunday, or a day when commercial banks are not open for
business in Vancouver, British Columbia;
“Circular” means the management information circular of Lumina, together with all appendices, distributed by
Lumina to the Lumina Shareholders in connection with the Meeting;
“Computershare” means Computershare Investor Services Inc.;
“Consideration” means the consideration payable by Lumina or Luminex pursuant to Section 3.1 of this Plan of
Arrangement to a person who is, immediately before the Effective Time, a Lumina Shareholder or Lumina
Optionholder;
“Court” means the Supreme Court of British Columbia;
“Determination Period” means the period beginning at the Effective Time and ending at the conclusion of the tenth
Trading Day immediately following the Effective Date;
“Dissent Procedures” has the meaning attributed to that term in Section 5.1 of this Plan of Arrangement;
“Dissent Rights” has the meaning attributed to that term in Section 5.1 of this Plan of Arrangement;
“Dissent Share” has the meaning attributed to that term in Subsection 3.1(a) of this Plan of Arrangement;
“Dissenting Shareholder” means a registered Lumina Shareholder who has duly and validly exercised Dissent Rights
in respect of all Lumina Shares registered in the name of such Lumina Shareholder in accordance with the Dissent
Procedures and has not withdrawn or been deemed to have withdrawn such exercise of Dissent Rights,
“Effective Date” means the second Business Day after the date on which the Parties have confirmed in writing (such
confirmation not to be unreasonably withheld or delayed) that all conditions to the completion of the Plan of
Arrangement have been satisfied or waived in accordance with Section 5.1 of the Arrangement Agreement and all
documents and instruments required under the Arrangement Agreement, the Plan of Arrangement and the Final Order
have been delivered;
“Effective Time” means the beginning of the Effective Date;
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“Final Order” means the order made after application to the Court pursuant to section 291 of the BCBCA approving
the Plan of Arrangement as such order may be amended by the Court (with the consent of the Parties, acting
reasonably) at any time prior to the Effective Date or, if appealed, then, unless such appeal is withdrawn or denied, as
affirmed or as amended (with the consent of the Parties, acting reasonably) on appeal;
“In the Money Amount” at a particular time with respect to a Lumina Option, Lumina Replacement Option, or
Luminex Option means the amount, if any, by which the fair market value of the relevant underlying security exceeds
the exercise price of the relevant option at the particular time;
“Interim Order” means the order made after application to the Court pursuant to section 291 of the BCBCA,
providing for, among other things, the calling and holding of the Meeting, as such order may be amended,
supplemented or varied by the Court (with the consent of the Parties, acting reasonably);
“Letter of Transmittal” means the Letter of Transmittal enclosed with the Circular sent in connection with the
Meeting pursuant to which, among other things, registered Lumina Shareholders are required to deliver certificates
representing Lumina Shares in order to receive the Consideration to which they are entitled;
“Lumina” means Lumina Gold Corp., a company incorporated under the laws of the Province of British Columbia;
“Lumina Shares” means the Common shares in the authorized share structure of Lumina whose identifying name is
changed to “Class A Common shares” pursuant to Paragraph 3.1(b)(i) of to this Plan of Arrangement;
“Lumina Optionholder” means a holder of one or more Lumina Options;
“Lumina Ratio” means the quotient obtained by dividing: (A) the Lumina VWAP; by (B) the aggregate of the Lumina
VWAP and the product obtained by multiplying the Luminex VWAP by 0.15;
“Lumina Replacement Option” means an option to acquire a New Lumina Shares granted by Lumina to a holder of
a Lumina Option pursuant to an Option Exchange having the right to exercise suspended during the Determination
Period and having the exercise price of each such Lumina Replacement Option determined in accordance with this
Plan of Arrangement and the other terms and conditions of each such Lumina Replacement Option determined in
accordance with the Lumina Option Plan and any agreements thereunder including, where necessary, appropriate
adjustments to any performance-based or other vesting conditions, as such plan and agreements may be amended by
the board of directors of Lumina or a committee thereof;
“Lumina Security” means a Lumina Share or Lumina Option, as applicable;
“Lumina Securityholder” means a holder of one or more Lumina Securities;
“Lumina Shareholder” means, at a particular time, a holder of one or more Lumina Shares;
“Lumina Option” means an option granted pursuant to the Lumina Option Plan exercisable to acquire a Lumina
Share;
“Lumina Option Plan” means the Lumina stock option plan, as may be amended;
“Lumina VWAP” means the volume weighted average price of a New Lumina Share on the TSX-V for the ten
Trading Days immediately following the Effective Date;
“Luminex” means Luminex Resources Corp., a company incorporated under the laws of the Province of British
Columbia;
“Luminex Shares” means the Common shares in the authorized share structure of Luminex;
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“Luminex Ratio” means the quotient obtained by dividing: (A) the product obtained by multiplying the Luminex
VWAP by 0.15; by (B) the aggregate of the Lumina VWAP and the product obtained by multiplying the Luminex
VWAP by 0.15;
“Luminex Option” means an option to acquire a Luminex Share granted by Luminex to a holder of a Lumina Option
pursuant to an Option Exchange having the right to exercise suspended during the Determination Period and having
the exercise price of each such Luminex Option determined in accordance with this Plan of Arrangement and the other
terms and conditions of each such Luminex Option determined in accordance with the Luminex Option Plan and any
agreements thereunder and including, where necessary, appropriate adjustments to any performance-based or other
vesting conditions, as such plan or agreements may be amended by the board of directors of Luminex or a committee
thereof;
“Luminex Option Plan” means the Luminex stock option plan;
“Luminex VWAP” means the volume weighted average price of a Luminex Share on the TSX-V for the ten Trading
Days immediately following the Effective Date;
“Meeting” means the annual general and special meeting of Lumina Shareholders scheduled to be held on August 21,
2018 and any adjournment(s) or postponement(s) thereof, to be called to consider, and if deemed advisable, approve
the Arrangement Resolution, among other matters;
“New Lumina Shares” means the Class B Common shares in the authorized share structure of Lumina created
pursuant to Paragraph 3.1(b)(ii) of this Plan of Arrangement whose identifying name is changed to “Common shares”
pursuant to Paragraph 3.1(f)(ii) of this Plan of Arrangement;
“One Share Provision” has the meaning attributed to that term in Section 3.2 of this Plan of Arrangement;
“Option Exchange” has the meaning attributed to that term in Subsection 3.1(c) of this Plan of Arrangement;
“Parties” means Lumina and Luminex and “Party” means any one of them;
“Plan of Arrangement”, “hereof”, “herein”, “hereunder” and similar expressions mean this plan of arrangement,
including the appendices hereto, and any amendments, variations or supplements hereto made in accordance with the
terms hereof and the terms of the Arrangement Agreement or made at the direction of the Court in the Final Order;
“Round Down Provision” has the meaning attributed to that term in Section 3.2 of this Plan of Arrangement;
“Share Exchange” has the meaning attributed to that term in Subsection 3.1(e) of this Plan of Arrangement;
“Tax Act” means the Income Tax Act (Canada);
“Trading Day” means a day after the Effective Date on which shares of both Lumina and Luminex are trading on a
Canadian stock exchange; and
“TSX-V” means the TSX Venture Exchange.
1.2

Number, Gender and Persons

In this Plan of Arrangement, unless the context otherwise requires, words importing the singular include the plural
and vice versa, words importing the use of either gender include both genders and neuter and the word person and
words importing persons include a natural person, firm, trust, partnership, association, corporation, joint venture or
government (including any governmental agency, political subdivision or instrumentality thereof) and any other entity
or group of persons of any kind or nature whatsoever.
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1.3

Interpretation Not Affected by Headings

The division of this Plan of Arrangement into articles, sections, paragraphs and subparagraphs and the insertion of
headings herein are for convenience of reference only and shall not affect the construction or interpretation of this
Plan of Arrangement. The terms “this Plan of Arrangement”, “hereof”, “herein”, “hereto”, “hereunder” and similar
expressions refer to this Plan of Arrangement and not to any particular article, section or other portion hereof and
include any instrument supplementary or ancillary hereto.
1.4

Date for Any Action

If the date on which any action is required to be taken hereunder is not a Business Day, the action shall be required to
be taken on the next day that is a Business Day.
1.5

Time

Time shall be of the essence in every matter or action contemplated hereunder. All times expressed herein are local
time in Vancouver, British Columbia unless otherwise stipulated herein.
1.6

Currency

Unless otherwise stated, a reference herein to an amount of money means the amount expressed in lawful money of
Canada.
1.7

Statutory References

Any reference in this Plan of Arrangement to a statute includes all regulations made thereunder, all amendments to
such statute or regulation in force from time to time and any statute or regulation that supplements or supersedes such
statute or regulation.
1.8

Governing Law

This Plan of Arrangement, including its validity, interpretation and effect, shall be governed by the laws of the
Province of British Columbia and the laws of Canada applicable therein.
ARTICLE 2
ARRANGEMENT AGREEMENT AND EFFECT OF ARRANGEMENT
2.1

Arrangement Agreement

The Plan of Arrangement is made pursuant to, and is subject to the provisions of, the Arrangement Agreement. If there
is any inconsistency or conflict between the provisions of this Plan of Arrangement and the provisions of the
Arrangement Agreement, the provisions of this Plan of Arrangement shall govern.
2.2

Effect of Plan of Arrangement

The Plan of Arrangement shall, effective at the Effective Time, become effective and be binding on (i) Luminex, (ii)
Lumina, (iii) Lumina Shareholders, and (iv) Lumina Optionholders without any further act or formality required on
the part of any person except as expressly provided herein.
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ARTICLE 3
ARRANGEMENT
3.1

Arrangement

Commencing at the Effective Time the following transactions shall occur and be deemed to occur in the following
sequence without further act or formality:
(a)

Each Lumina Share in respect of which a registered Lumina Shareholder has exercised Dissent
Rights and for which the registered Lumina Shareholder is ultimately entitled to be paid fair value
(each a “Dissent Share”) shall be repurchased by Lumina for cancellation in consideration for a
debt-claim against Lumina to be paid the fair value of such Dissent Share in accordance with Article
5 of this Plan of Arrangement and such Dissent Share shall thereupon be cancelled;

(b)

The authorized share structure of Lumina shall be reorganized and altered by
(i)

changing the identifying name of the issued and unissued Lumina Shares from “Common
shares” to “Class A Common shares” and amending the special rights and restrictions
attached to those shares to provide the holders thereof with two votes in respect of each
share held, and

(ii)

creating a new class of shares without par value issuable in an unlimited number with the
identifying name “Class B Common shares” having special rights and restrictions identical
to those attaching to the Lumina Shares prior to the amendments described in Paragraph
(b)(i) above;

(c)

The issued and outstanding Luminex Shares shall be subdivided into that number of Luminex Shares
equal to the aggregate number of Luminex Shares distributable to the Lumina Shareholders on the
Share Exchange having regard to the Round Down Provision and the One Share Provision;

(d)

Each holder of a Lumina Option shall dispose of each Lumina Option held and in sole consideration
therefor shall concurrently receive
(i)

one Lumina Replacement Option having an exercise price equal to the product obtained by
multiplying: (A) the exercise price of the Lumina Option; by (B) the Lumina Ratio,
rounded up to the nearest whole cent, and

(ii)

0.15 of one Luminex Option having an exercise price equal to the product obtained by
multiplying: (A) the quotient obtained by dividing the exercise price of the Lumina Option
by 0.15; by (B) the Luminex Ratio, rounded down to the nearest whole cent in any case
where, after such rounding, the aggregate In The Money Amount of the Lumina
Replacement Option and fraction of the Luminex Option received would not exceed the In
The Money Amount of the Lumina Option disposed of, and rounded up to the nearest whole
cent in any other case, all in accordance with the intention to comply with the provisions
of subsection 7(1.4) of the Tax Act

except that the aggregate number of Luminex Options issuable to a Lumina Optionholder in respect
of Lumina Options having a common expiry date and exercise price shall be rounded down to the
nearest whole number, and all Lumina Options shall thereupon be cancelled (each such disposition,
receipt, and cancellation, collectively, an “Option Exchange”);
(e)

Each Lumina Shareholder shall dispose of all of the Lumina Shareholder’s Lumina Shares to
Lumina and in consideration therefor, Lumina shall issue or distribute to the Lumina Shareholder
(i)

the same number of New Lumina Shares, and
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(ii)

that number of Luminex Shares equal to the product obtained by multiplying the number
of Lumina Shares held by 0.15, as adjusted by the Round Down Provision and the One
Share Provision, in respect of that Lumina Shareholder (the “Share Exchange”),

and, in connection with the Share Exchange,

(f)

3.2

(iii)

the name of each Lumina Shareholder shall be removed from the central securities register
for the Lumina Shares and added to the central securities register for the New Lumina
Shares and the Luminex Shares as the holder of the number of New Lumina Shares and
Luminex Shares, respectively, received pursuant to the Share Exchange,

(iv)

the Lumina Shares shall be cancelled and the capital in respect of such shares shall be
reduced to nil, and

(v)

an amount equal to the capital of the Lumina Shares immediately before the Share
Exchange less the aggregate fair market value of the Luminex Shares distributed on the
Share Exchange shall be added to the capital in respect of New Lumina Shares; and

The authorized share structure of Lumina shall be reorganized and altered by
(i)

eliminating the Lumina Shares from the authorized share structure of Lumina, and

(ii)

changing the identifying name of the issued and unissued New Lumina Shares from “Class
B Common shares” to “Common shares”.

No Fractional Shares

No fractional Luminex Shares shall be distributed by Lumina to a Lumina Shareholder on the Share Exchange. If
Lumina would otherwise be required to distribute to a Lumina Shareholder an aggregate number of Luminex Shares
that is not a round number, then the number of Luminex Shares distributable to that Lumina Shareholder shall be
rounded down to the next lesser whole number (the “Round Down Provision”) and that Lumina Shareholder shall
not receive any compensation in respect thereof. Notwithstanding the foregoing, if the Round Down Provision would
otherwise result in the number of Luminex Shares distributable to a particular Lumina Shareholder being rounded
down from a fraction of one whole share to nil, then the Round Down Provision shall not apply and Lumina shall
distribute one Luminex Share to that Lumina Shareholder (the “One Share Provision”).
3.3

Extinction of Rights

Any instrument or certificate which immediately prior to the Effective Time represented outstanding Lumina
Securities that were exchanged pursuant to Section 3.1 or an affidavit of loss and bond or other indemnity pursuant to
Section 4.2, shall, on or prior to the sixth (6th) anniversary of the Effective Date, cease to represent a claim or interest
of any kind or nature against Lumina. On such date, the aggregate New Lumina Shares, Lumina Replacement Options,
Luminex Shares or Luminex Options to which the former Lumina Securityholder referred to in the preceding sentence
was ultimately entitled shall be deemed to have been surrendered for no consideration to Lumina, and shall be returned
to Lumina by Computershare. Neither Lumina, Luminex, nor Computershare shall be liable to any person in respect
of any amount for New Lumina Shares, Lumina Replacement Options, Luminex Shares, or Luminex Options delivered
to a public official pursuant to any applicable abandoned property, escheat or similar law.
3.4

Withholding

Each of Lumina, Luminex and the Depository shall be entitled to deduct and withhold from any cash payment or any
issue, transfer or distribution of New Lumina Shares, Lumina Replacement Options, Luminex Shares, or Luminex
Options made pursuant to the Plan of Arrangement such amounts as may be required to be deducted and withheld
pursuant to the Tax Act or any other applicable law, and any amount so deducted and withheld shall be deemed for
all purposes of the Plan of Arrangement to be paid, issued, transferred or distributed to the person entitled thereto
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under the Plan of Arrangement. Without limiting the generality foregoing, any Luminex Shares so deducted and
withheld may be sold on behalf of the person entitled to receive them for the purpose of generating cash proceeds, net
of brokerage fees and other reasonable expenses, sufficient to satisfy all remittance obligations relating to the required
deduction and withholding, and any cash remaining after such remittance shall be paid to the person forthwith.
3.5

3.6

Post-Effective Date Procedures
(a)

Following receipt of the Final Order and prior to the Effective Date, Lumina and Luminex shall
deliver or arrange to be delivered to Computershare the certificates representing the New Lumina
Shares and Luminex Shares required to be issued to the Lumina Shareholders in accordance with
Section 3.1 hereof, which certificates shall be held by Computershare as agent and nominee for such
former Lumina Shareholders for distribution to such former Lumina Shareholder in accordance with
the provisions of Article 4 hereof.

(b)

Subject to the provisions of Article 4 hereof, and upon return of a properly completed Letter of
Transmittal by a registered former Lumina Shareholder together with certificates, if any, which,
immediately prior to the Effective Date, represented Lumina Shares and such other documents as
Computershare may require, former Lumina Shareholders shall be entitled to receive delivery of
certificates representing the New Lumina Shares and Luminex Shares to which they are entitled
pursuant to Section 3.1.

(c)

After the Effective Date, Lumina and Luminex shall deliver or arrange to be delivered to the former
Lumina Optionholders written agreements for Lumina Replacement Options and Luminex Options
to which they are entitled pursuant to Section 3.1.

Deemed Fully Paid and Non-Assessable Shares

All New Lumina Shares and Luminex Shares issued pursuant hereto shall be deemed to be validly issued and
outstanding as fully paid and non-assessable shares for all purposes of the BCBCA.
ARTICLE 4
CERTIFICATES
4.1

Payment of Consideration
(a)

Subject to surrender to Computershare for cancellation of a certificate which immediately prior to
the Effective Time represented outstanding Lumina Shares together with a duly completed and
executed Letter of Transmittal and such additional documents and instruments as Computershare
may reasonably require, following the Effective Time the holder of such surrendered certificate shall
be entitled to receive in exchange therefor, and Computershare shall deliver to such holder, the
Consideration which such holder has the right to receive under this Plan of Arrangement, less any
amounts withheld pursuant to Section 3.4, and any certificate so surrendered shall forthwith be
cancelled.

(b)

Until surrendered as contemplated by Subsection 4.1(a), each certificate that immediately prior to
the Effective Time represented a Lumina Share shall be deemed after the Effective Time to represent
only the right to receive, upon such surrender, the Consideration to which the holder thereof is
entitled in lieu of such certificate as contemplated by Section 3.1 and this Section 4.1, less any
amounts withheld pursuant to Section 3.4. Any such certificate formerly representing Lumina
Securities not duly surrendered on or before the sixth anniversary of the Effective Date shall:
(i)

cease to represent a claim by, or interest of, any former holder of Lumina Securities of any
kind or nature against or in Lumina or Luminex (or any successor to any of the foregoing);
and
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(ii)
(c)

4.2

be deemed to have been surrendered to Lumina and shall be cancelled.

No holder of a Lumina Security shall be entitled to receive any consideration with respect to such
Lumina Securities other than the Consideration to which such holder is entitled in accordance with
Section 3.1 and this Section 4.1 and, for greater certainty, no such holder shall be entitled to receive
any interest, dividends, premium or other payment in connection therewith.

Lost Certificates

In the event any certificate which immediately prior to the Effective Time represented one or more outstanding Lumina
Securities that are ultimately entitled to Consideration pursuant to Section 3.1 shall have been lost, stolen or destroyed,
upon the making of an affidavit or statutory declaration of that fact by the person claiming such certificate to be lost,
stolen or destroyed and who was listed immediately prior to the Effective Time as the registered holder thereof on the
securities registers maintained by or on behalf of Lumina, Computershare shall deliver in exchange for such lost,
stolen or destroyed certificate, a certificate representing the Consideration that such holder is entitled to receive in
exchange for such lost, stolen or destroyed certificate, provided the holder to whom the Consideration is to be delivered
shall, as a condition precedent to the delivery, give a bond satisfactory to Lumina and Computershare (acting
reasonably) in such sum as Lumina and Computershare may direct, or otherwise indemnify Lumina and
Computershare in a manner satisfactory to Lumina and Computershare, acting reasonably, against any claim that may
be made against Lumina or Computershare with respect to the certificate alleged to have been lost, stolen or destroyed.
4.3

Distributions with Respect to Unsurrendered Certificates

No dividend or other distribution declared or paid after the Effective Time with respect to New Lumina Shares or
Luminex Shares shall be delivered to the holder of any certificate formerly representing Lumina Shares unless and
until the holder of such certificate shall have complied with the provisions of Section 4.1. Subject to applicable law
and to Section 4.1 at the time of such compliance, there shall, in addition to the delivery of the Consideration to which
such holder is thereby entitled, be delivered to such holder, without interest, the amount of any dividend or other
distribution declared or made after the Effective Time with respect to the New Lumina Shares or Luminex Shares to
which such holder is entitled in respect of such holder’s Consideration.
ARTICLE 5
DISSENT RIGHTS
5.1

Dissent Rights

Subject to section 246 of the BCBCA and the terms, conditions, and restrictions set out in Article 5 of the Plan of
Arrangement, there is hereby granted to each registered Lumina Shareholder the right (the “Dissent Right”):

5.2

(a)

to dissent from the Arrangement Resolution, and

(b)

on the valid exercise of the Dissent Right in accordance with the Dissent Procedures, to be paid the
fair market value of the registered Lumina Shareholder’s Lumina Shares by Lumina, such value to
be determined at the close of business on the last Business Day before the day of the Meeting.

Dissent Procedures

A registered Lumina Shareholder who wishes to exercise the registered Lumina Shareholder’s Dissent Right shall:
(a)

do so in respect of all shares registered in the name of the registered Lumina Shareholder,

(b)

comply with sections 242 and 244 of the BCBCA, as modified below, and
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(c)

deliver a written notice of dissent to the office of Lumina at 410 – 625 Howe Street, Vancouver,
British Columbia, at least two Business Days before the day of the Meeting or any adjournment
thereof

(the “Dissent Procedures”).
5.3

Failure to Comply with Dissent Procedures

Each registered Lumina Shareholder who fails to exercise the registered Lumina Shareholder’s Dissent Right strictly
in accordance with the Dissent Procedures shall be deemed for all purposes to have

5.4

(a)

failed to exercise the Dissent Right validly, and consequently to have waived the Dissent Right, and

(b)

thereby ceased to be entitled to be paid the fair market value of the registered Lumina Shareholder’s
Lumina Shares.

Waiver of Dissent Right

Each registered Lumina Shareholder who waives or is deemed to waive the registered Lumina Shareholder’s Dissent
Right, or is otherwise for any reason ultimately not entitled to be paid the fair market value of the Lumina Shares
registered in the name of the registered Lumina Shareholder by Lumina pursuant to the Dissent Right, shall be deemed
to have participated in the Plan of Arrangement.
ARTICLE 6
AMENDMENTS
6.1

Amendments

Lumina, in its sole discretion, reserves the right to amend, modify and/or supplement this Plan of Arrangement from
time to time at any time prior to the Effective Time provided that any such amendment, modification or supplement
shall be contained in a written document that is filed with the Court and, if made following the Meeting, approved by
the Court.
6.2

Effectiveness of Amendments Made Prior to or at the Meeting

Any amendment, modification or supplement to this Plan of Arrangement may be proposed by Lumina at any time
prior to or at the Meeting with or without any prior notice or communication, and if so proposed and accepted by the
Lumina Shareholders voting at the Meeting, shall become part of this Plan of Arrangement for all purposes.
6.3

Effectiveness of Amendments Made Following the Meeting

Any amendment, modification or supplement to this Plan of Arrangement may be proposed by Lumina after the
Meeting but prior to the Effective Time and any such amendment, modification or supplement which is approved by
the Court following the Meeting shall be effective and shall become part of the Plan of Arrangement for all purposes.
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SCHEDULE “F”
INTERIM ORDER

F-1

F-2

2
F-3

8.

The adjournment or postponement of the Meeting will not change the record date for the
Meeting.

9.

At any subsequent reconvening of the Meeting, all proxies will be voted in the same manner
as the proxies would have been voted at the original convening of the Meeting, except for
any proxies that have been effectively revoked or withdrawn prior to the subsequent
reconvening of the Meeting.

10.

In all other respects, the terms, restrictions and conditions of Lumina's constating
documents, including quorum requirements, apply in respect of the Meeting.

11.

Lumina may make, subject to the terms of the Arrangement Agreement, such amendments,
modifications or supplements to the Plan of Arrangement at any time and from time to time
prior to the Meeting, without any additional notice to the Securityholders, and the
Arrangement and Plan of Arrangement, as so amended, modified or supplemented shall be
the Arrangement and Plan of Arrangement to be submitted to Lumina shareholders at the
Meeting and shall be the subject of the Arrangement Resolution.

Amendments,

modifications or supplements may be made following the Meeting, but shall be subject to
review and approval by this Court at the Final Hearing for the approval of the Arrangement
and, if the Court directs, approved by and communicated to the Securityholders, unless the
amendments, modifications or supplements concern a matter which, in the reasonable
opinion of Lumina and Luminex, is of an administrative nature required to better give effect
to the implementation of the Arrangement and is not materially adverse to the financial or
economic interests of any Lumina shareholder.
12.

Lumina's registered shareholders will have the right to dissent from the Arrangement
Resolution and to be paid the fair value of their Lumina shares, as if ss. 237 to 247 of the
Business Corporations Act applied to the proposed Arrangement, as modified by Article 5
of the Plan of Arrangement, the interim order and the final order in this proceeding. A
dissenting shareholder who does not strictly comply with the dissent procedures in s. 237 to
247 of the Business Corporations Act, as modified by Article 5 of the Plan of Arrangement
and the interim order in this proceeding, will be deemed to have participated in the
Arrangement on the same basis as a non-dissenting shareholder.

13.

On approval of the proposed Arrangement at the Meeting as described in the interim order,
Lumina may apply to this Court for approval of the Arrangement, at the courthouse at 800
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Smithe Street, Vancouver, British Columbia, on August 23, 2018 at 9:45 a.m., or as soon
afterward as practicable.
14.

The mailing or delivery of the material described in the interim order will be valid and timely
service of the petition and the affidavit of Leo Hathaway on, and notice of hearing of the
Petition to, all persons entitled to be served or receive notice. No other form of service or
notice need be made or given. No other material need be served on such persons in respect
of this proceeding.

15.

Any Securityholder may appear on the application for approval of the proposed Arrangement
by this Court, provided they file with this Court and deliver to the solicitors for Lumina by
4:00 p.m. (Vancouver time) on August 22, 2018 a Response to Petition setting out their
address for service, and all evidence they intend to present to this Court.

16.

If the application for approval of the proposed Arrangement is adjourned, only those persons
who have filed and delivered a response, in accordance with paragraph 15 above, need to be
notified of the adjourned date.

17.

Lumina is at liberty to apply to vary the interim order.

18.

Rules 8-1, 8-2 and 16-1 of the Supreme Court Civil Rules will not apply to any further
applications in respect of this proceeding, including the application for approval of the
proposed Arrangement application and any application to vary the interim order.

THE FOLLOWING PARTIES APPROVE THE FORM OF THIS ORDER AND CONSENT TO
EACH OF THE ORDERS, IF ANY, THAT ARE INDICATED ABOVE AS BEING BY
CONSENT:

Signature of
D party 0 lawyer for the Petitioner
Stephen T.C. Warnett
By the Court.
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No. ----

BORDEN LADNER GERYAIS LLP
1200 Waterfront Centre
200 Burrard Street
P.O. Box 48600
Vancouver, British Columbia
V7X 1T2
Telephone: (604) 687-5744
Attn: Stephen T.C. Wamett

ORDER MADE AFTER APPLICATION

Lumina Gold Corp.

In the Matter of a Proposed Arrangement among
Lumina Gold Corp., its Shareholders
and Optionholders
and
Luminex Resources Corp.

In the Matter of the Business Corporations Act,
S.B.C. 2002 c.57,

In the Supreme Court of British Columbia

Petitioner

vancouver Registry

SCHEDULE “G”
NOTICE OF HEARING FOR FINAL ORDER

G-1

No.
Vancouver Registry
In the Supreme Court of British Columbia
In the Matter of the Business Corporations Act,
S.B.C. 2002 c.57,
In the Matter of a Proposed Arrangement among
Lumina Gold Corp., its Shareholders and Optionholders
and
Luminex Resources Corp.
Lumina Gold Corp.
Petitioner
NOTICE OF HEARING
To: The shareholders of Lumina Gold Corp.
TAKE NOTICE that the petition of Lumina Gold Corp. dated July 10, 2018 will be heard at the
courthouse at 800 Smithe Street, Vancouver, British Columbia on August 23, 2018 at 9:45 a.m.
1.

Date of hearing

The petition is unopposed.
2.

Duration of hearing

The hearing will take 15 minutes.
3.

Jurisdiction

This matter is not within the jurisdiction of a master because it seeks a final order.

Date: 10/07/2018
Signature of
 petitioner  lawyer for petitioner
Stephen T.C. Warnett
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BORDEN LADNER GERVAIS LLP
1200 Waterfront Centre
200 Burrard Street
P.O. Box 48600
Vancouver, British Columbia V7X 1T2
Telephone: (604) 687-5744
Attn: Stephen T.C. Warnett

NOTICE OF HEARING

Lumina Gold Corp.

In the Matter of a Proposed Arrangement among
Lumina Gold Corp., its Shareholders and
Optionholders
and
Luminex Resources Corp.

In the Matter of the Business Corporations Act,
S.B.C. 2002 c.57,

In the Supreme Court of British Columbia

Petitioner

No. ________
Vancouver Registry

SCHEDULE “H”
S.237 TO 247 OF THE BUSINESS CORPORATIONS ACT (BRITISH COLUMBIA)
Definitions and application
237 (1) In this Division:
“dissenter” means a shareholder who, being entitled to do so, sends written notice of dissent when
and as required by section 242;
“notice shares” means, in relation to a notice of dissent, the shares in respect of which dissent is
being exercised under the notice of dissent;
“payout value” means,
(a) in the case of a dissent in respect of a resolution, the fair value that the notice shares
had immediately before the passing of the resolution,
(b) in the case of a dissent in respect of an arrangement approved by a court order made
under section 291(2)(c) that permits dissent, the fair value that the notice shares had
immediately before the passing of the resolution adopting the arrangement,
(c) in the case of a dissent in respect of a matter approved or authorized by any other court
order that permits dissent, the fair value that the notice shares had at the time specified by
the court order, or
(d) in the case of a dissent in respect of a community contribution company, the value of
the notice shares set out in the regulations,
excluding any appreciation or depreciation in anticipation of the corporate action approved or
authorized by the resolution or court order unless exclusion would be inequitable.
(2) This Division applies to any right of dissent exercisable by a shareholder except to the extent that
(a) the court orders otherwise, or
(b) in the case of a right of dissent authorized by a resolution referred to in section
238(1)(g), the court orders otherwise or the resolution provides otherwise.
Right to dissent
238 (1) A shareholder of a company, whether or not the shareholder’s shares carry the right to vote, is entitled
to dissent as follows:
(a) under section 260, in respect of a resolution to alter the articles
(i) to alter restrictions on the powers of the company or on the business the company is
permitted to carry on, or
(ii) without limiting subparagraph (i), in the case of a community contribution company,
to alter any of the company’s community purposes within the meaning of section 51.91;
(b) under section 272, in respect of a resolution to adopt an amalgamation agreement;
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(c) under section 287, in respect of a resolution to approve an amalgamation under Division 4 of
Part 9;
(d) in respect of a resolution to approve an arrangement, the terms of which arrangement permit
dissent;
(e) under section 301(5), in respect of a resolution to authorize or ratify the sale, lease or other
disposition of all or substantially all of the company’s undertaking;
(f) under section 309, in respect of a resolution to authorize the continuation of the company into a
jurisdiction other than British Columbia;
(g) in respect of any other resolution, if dissent is authorized by the resolution;
(h) in respect of any court order that permits dissent.
(2) A shareholder wishing to dissent must
(a) prepare a separate notice of dissent under section 242 for
(i) the shareholder, if the shareholder is dissenting on the shareholder’s own behalf, and
(ii) each other person who beneficially owns shares registered in the shareholder’s name
and on whose behalf the shareholder is dissenting,
(b) identify in each notice of dissent, in accordance with section 242 (4), the person on whose behalf
dissent is being exercised in that notice of dissent, and
(c) dissent with respect to all of the shares, registered in the shareholder’s name, of which the person
identified under paragraph (b) of this subsection is the beneficial owner.
(3) Without limiting subsection (2), a person who wishes to have dissent exercised with respect to shares of
which the person is the beneficial owner must
(a) dissent with respect to all of the shares, if any, of which the person is both the registered owner
and the beneficial owner, and
(b) cause each shareholder who is a registered owner of any other shares of which the person is the
beneficial owner to dissent with respect to all of those shares.
Waiver of right to dissent
239 (1) A shareholder may not waive generally a right to dissent but may, in writing, waive the right to
dissent with respect to a particular corporate action.
(2) A shareholder wishing to waive a right of dissent with respect to a particular corporate action must
(a) provide to the company a separate waiver for
(i) the shareholder, if the shareholder is providing a waiver on the shareholder’s own
behalf, and
(ii) each other person who beneficially owns shares registered in the shareholder’s name
and on whose behalf the shareholder is providing a waiver, and
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(b) identify in each waiver the person on whose behalf the waiver is made.
(3) If a shareholder waives a right of dissent with respect to a particular corporate action and indicates in the
waiver that the right to dissent is being waived on the shareholder’s own behalf, the shareholder’s right to
dissent with respect to the particular corporate action terminates in respect of the shares of which the
shareholder is both the registered owner and the beneficial owner, and this Division ceases to apply to
(a) the shareholder in respect of the shares of which the shareholder is both the registered owner and
the beneficial owner, and
(b) any other shareholders, who are registered owners of shares beneficially owned by the first
mentioned shareholder, in respect of the shares that are beneficially owned by the first mentioned
shareholder.
(4) If a shareholder waives a right of dissent with respect to a particular corporate action and indicates in the
waiver that the right to dissent is being waived on behalf of a specified person who beneficially owns shares
registered in the name of the shareholder, the right of shareholders who are registered owners of shares
beneficially owned by that specified person to dissent on behalf of that specified person with respect to the
particular corporate action terminates and this Division ceases to apply to those shareholders in respect of the
shares that are beneficially owned by that specified person.
Notice of resolution
240 (1) If a resolution in respect of which a shareholder is entitled to dissent is to be considered at a meeting
of shareholders, the company must, at least the prescribed number of days before the date of the proposed
meeting, send to each of its shareholders, whether or not their shares carry the right to vote,
(a) a copy of the proposed resolution, and
(b) a notice of the meeting that specifies the date of the meeting, and contains a statement advising
of the right to send a notice of dissent.
(2) If a resolution in respect of which a shareholder is entitled to dissent is to be passed as a consent resolution
of shareholders or as a resolution of directors and the earliest date on which that resolution can be passed is
specified in the resolution or in the statement referred to in paragraph (b), the company may, at least 21 days
before that specified date, send to each of its shareholders, whether or not their shares carry the right to vote,
(a) a copy of the proposed resolution, and
(b) a statement advising of the right to send a notice of dissent.
(3) If a resolution in respect of which a shareholder is entitled to dissent was or is to be passed as a resolution
of shareholders without the company complying with subsection (1) or (2), or was or is to be passed as a
directors’ resolution without the company complying with subsection (2), the company must, before or within
14 days after the passing of the resolution, send to each of its shareholders who has not, on behalf of every
person who beneficially owns shares registered in the name of the shareholder, consented to the resolution
or voted in favour of the resolution, whether or not their shares carry the right to vote,
(a) a copy of the resolution,
(b) a statement advising of the right to send a notice of dissent, and
(c) if the resolution has passed, notification of that fact and the date on which it was passed.
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(4) Nothing in subsection (1), (2) or (3) gives a shareholder a right to vote in a meeting at which, or on a
resolution on which, the shareholder would not otherwise be entitled to vote.
Notice of court orders
241 If a court order provides for a right of dissent, the company must, not later than 14 days after the date on
which the company receives a copy of the entered order, send to each shareholder who is entitled to exercise
that right of dissent
(a) a copy of the entered order, and
(b) a statement advising of the right to send a notice of dissent.
Notice of dissent
242 (1) A shareholder intending to dissent in respect of a resolution referred to in section 238(1)(a), (b), (c),
(d), (e) or (f) must,
(a) if the company has complied with section 240(1) or (2), send written notice of dissent to the
company at least 2 days before the date on which the resolution is to be passed or can be passed, as
the case may be,
(b) if the company has complied with section 240(3), send written notice of dissent to the company
not more than 14 days after receiving the records referred to in that section, or
(c) if the company has not complied with section 240 (1), (2) or (3), send written notice of dissent
to the company not more than 14 days after the later of
(i) the date on which the shareholder learns that the resolution was passed, and
(ii) the date on which the shareholder learns that the shareholder is entitled to dissent.
(2) A shareholder intending to dissent in respect of a resolution referred to in section 238(1)(g) must send
written notice of dissent to the company
(a) on or before the date specified by the resolution or in the statement referred to in section
240(2)(b) or (3)(b) as the last date by which notice of dissent must be sent, or
(b) if the resolution or statement does not specify a date, in accordance with subsection (1) of this
section.
(3) A shareholder intending to dissent under section 238(1)(h) in respect of a court order that permits dissent
must send written notice of dissent to the company
(a) within the number of days, specified by the court order, after the shareholder receives the records
referred to in section 241, or
(b) if the court order does not specify the number of days referred to in paragraph (a) of this
subsection, within 14 days after the shareholder receives the records referred to in section 241.
(4) A notice of dissent sent under this section must set out the number, and the class and series, if applicable,
of the notice shares, and must set out whichever of the following is applicable:
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(a) if the notice shares constitute all of the shares of which the shareholder is both the registered
owner and beneficial owner and the shareholder owns no other shares of the company as beneficial
owner, a statement to that effect;
(b) if the notice shares constitute all of the shares of which the shareholder is both the registered
owner and beneficial owner but the shareholder owns other shares of the company as beneficial
owner, a statement to that effect and
(i) the names of the registered owners of those other shares,
(ii) the number, and the class and series, if applicable, of those other shares that are held
by each of those registered owners, and
(iii) a statement that notices of dissent are being, or have been, sent in respect of all of those
other shares;
(c) if dissent is being exercised by the shareholder on behalf of a beneficial owner who is not the
dissenting shareholder, a statement to that effect and
(i) the name and address of the beneficial owner, and
(ii) a statement that the shareholder is dissenting in relation to all of the shares beneficially
owned by the beneficial owner that are registered in the shareholder’s name.
(5) The right of a shareholder to dissent on behalf of a beneficial owner of shares, including the shareholder,
terminates and this Division ceases to apply to the shareholder in respect of that beneficial owner if
subsections (1) to (4) of this section, as those subsections pertain to that beneficial owner, are not complied
with.
Notice of intention to proceed
243 (1) A company that receives a notice of dissent under section 242 from a dissenter must,
(a) if the company intends to act on the authority of the resolution or court order in respect of which
the notice of dissent was sent, send a notice to the dissenter promptly after the later of
(i) the date on which the company forms the intention to proceed, and
(ii) the date on which the notice of dissent was received, or
(b) if the company has acted on the authority of that resolution or court order, promptly send a notice
to the dissenter.
(2) A notice sent under subsection (1)(a) or (b) of this section must
(a) be dated not earlier than the date on which the notice is sent,
(b) state that the company intends to act, or has acted, as the case may be, on the authority of the
resolution or court order, and
(c) advise the dissenter of the manner in which dissent is to be completed under section 244.
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Completion of dissent
244 (1) A dissenter who receives a notice under section 243 must, if the dissenter wishes to proceed with the
dissent, send to the company or its transfer agent for the notice shares, within one month after the date of the
notice,
(a) a written statement that the dissenter requires the company to purchase all of the notice shares,
(b) the certificates, if any, representing the notice shares, and
(c) if section 242(4)(c) applies, a written statement that complies with subsection (2) of this section.
(2) The written statement referred to in subsection (1)(c) must
(a) be signed by the beneficial owner on whose behalf dissent is being exercised, and
(b) set out whether or not the beneficial owner is the beneficial owner of other shares of the company
and, if so, set out
(i) the names of the registered owners of those other shares,
(ii) the number, and the class and series, if applicable, of those other shares that are held
by each of those registered owners, and
(iii) that dissent is being exercised in respect of all of those other shares.
(3) After the dissenter has complied with subsection (1),
(a) the dissenter is deemed to have sold to the company the notice shares, and
(b) the company is deemed to have purchased those shares, and must comply with section 245,
whether or not it is authorized to do so by, and despite any restriction in, its memorandum or articles.
(4) Unless the court orders otherwise, if the dissenter fails to comply with subsection (1) of this section in
relation to notice shares, the right of the dissenter to dissent with respect to those notice shares terminates
and this Division, other than section 247, ceases to apply to the dissenter with respect to those notice shares.
(5) Unless the court orders otherwise, if a person on whose behalf dissent is being exercised in relation to a
particular corporate action fails to ensure that every shareholder who is a registered owner of any of the shares
beneficially owned by that person complies with subsection (1) of this section, the right of shareholders who
are registered owners of shares beneficially owned by that person to dissent on behalf of that person with
respect to that corporate action terminates and this Division, other than section 247, ceases to apply to those
shareholders in respect of the shares that are beneficially owned by that person.
(6) A dissenter who has complied with subsection (1) of this section may not vote, or exercise or assert any
rights of a shareholder, in respect of the notice shares, other than under this Division.
Payment for notice shares
245 (1) A company and a dissenter who has complied with section 244(1) may agree on the amount of the
payout value of the notice shares and, in that event, the company must
(a) promptly pay that amount to the dissenter, or

H-6

(b) if subsection (5) of this section applies, promptly send a notice to the dissenter that the company
is unable lawfully to pay dissenters for their shares.
(2) A dissenter who has not entered into an agreement with the company under subsection (1) or the company
may apply to the court and the court may
(a) determine the payout value of the notice shares of those dissenters who have not entered into an
agreement with the company under subsection (1), or order that the payout value of those notice
shares be established by arbitration or by reference to the registrar, or a referee, of the court,
(b) join in the application each dissenter, other than a dissenter who has entered into an agreement
with the company under subsection (1), who has complied with section 244(1), and
(c) make consequential orders and give directions it considers appropriate.
(3) Promptly after a determination of the payout value for notice shares has been made under subsection (2)
(a) of this section, the company must
(a) pay to each dissenter who has complied with section 244(1) in relation to those notice shares,
other than a dissenter who has entered into an agreement with the company under subsection (1) of
this section, the payout value applicable to that dissenter’s notice shares, or
(b) if subsection (5) applies, promptly send a notice to the dissenter that the company is unable
lawfully to pay dissenters for their shares.
(4) If a dissenter receives a notice under subsection (1)(b) or (3)(b),
(a) the dissenter may, within 30 days after receipt, withdraw the dissenter’s notice of dissent, in
which case the company is deemed to consent to the withdrawal and this Division, other than section
247, ceases to apply to the dissenter with respect to the notice shares, or
(b) if the dissenter does not withdraw the notice of dissent in accordance with paragraph (a) of this
subsection, the dissenter retains a status as a claimant against the company, to be paid as soon as the
company is lawfully able to do so or, in a liquidation, to be ranked subordinate to the rights of
creditors of the company but in priority to its shareholders.
(5) A company must not make a payment to a dissenter under this section if there are reasonable grounds for
believing that
(a) the company is insolvent, or
(b) the payment would render the company insolvent.
Loss of right to dissent
246 The right of a dissenter to dissent with respect to notice shares terminates and this Division, other than
section 247, ceases to apply to the dissenter with respect to those notice shares, if, before payment is made
to the dissenter of the full amount of money to which the dissenter is entitled under section 245 in relation to
those notice shares, any of the following events occur:
(a) the corporate action approved or authorized, or to be approved or authorized, by the resolution
or court order in respect of which the notice of dissent was sent is abandoned;
(b) the resolution in respect of which the notice of dissent was sent does not pass;
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(c) the resolution in respect of which the notice of dissent was sent is revoked before the corporate
action approved or authorized by that resolution is taken;
(d) the notice of dissent was sent in respect of a resolution adopting an amalgamation agreement
and the amalgamation is abandoned or, by the terms of the agreement, will not proceed;
(e) the arrangement in respect of which the notice of dissent was sent is abandoned or by its terms
will not proceed;
(f) a court permanently enjoins or sets aside the corporate action approved or authorized by the
resolution or court order in respect of which the notice of dissent was sent;
(g) with respect to the notice shares, the dissenter consents to, or votes in favour of, the resolution
in respect of which the notice of dissent was sent;
(h) the notice of dissent is withdrawn with the written consent of the company;
(i) the court determines that the dissenter is not entitled to dissent under this Division or that the
dissenter is not entitled to dissent with respect to the notice shares under this Division.
Shareholders entitled to return of shares and rights
247 If, under section 244(4) or (5), 245(4)(a) or 246, this Division, other than this section, ceases to apply to
a dissenter with respect to notice shares,
(a) the company must return to the dissenter each of the applicable share certificates, if any, sent
under section 244(1)(b) or, if those share certificates are unavailable, replacements for those share
certificates,
(b) the dissenter regains any ability lost under section 244(6) to vote, or exercise or assert any rights
of a shareholder, in respect of the notice shares, and
(c) the dissenter must return any money that the company paid to the dissenter in respect of the
notice shares under, or in purported compliance with, this Division.
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SCHEDULE “I”
UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS OF LUMINEX

I-1

LUMINEX RESOURCES CORP.
Pro Forma Condensed Consolidated Financial Statements
(Expressed in U.S. Dollars)
March 31, 2018
(Unaudited – Prepared by Management)

I-2

LUMINEX RESOURCES CORP.
PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET
As at March 31, 2018
(Unaudited – prepared by management)
(expressed in U.S. dollars)

ASSETS
Current assets
Cash
Receivables
Prepaid expenses
Total current assets

Luminex
Resources Corp.

Luminex
Resources
Business
(“Carve-out”)

$

$

Non-current assets
Environmental deposit
Property and equipment
Exploration and evaluation assets
Total assets
LIABILITIES
Current liabilities
Accounts payable and accrued
liabilities
Loan from Lumina Gold Corp.

-

342,531
38,833
21,227
402,591

36,900

$

48,950,150

$

35,000

$

632,545
-

35,000

EQUITY
Share capital
Owner’s net investment
Accumulated deficit
Equity attributable to owners of the
Business
Non-controlling interest
Total equity
$

4(a)

Pro Forma
Adjustments

$

164,975
894,674
47,487,910

$

Total liabilities

Total liabilities and equity

36,900
36,900

Pro Forma
Notes

Pro Forma Balance
Consolidated

5,250,000
5,250,000

$

$

$
4(b)

632,545

164,975
894,674
47,487,910
$

54,237,050

- $
(35,000)

632,545
-

(35,000)

632,545

49,157,969
(55,039,685)
11,166,716

49,159,869
-

1,900
-

55,039,685
(11,166,716)

1,900
-

43,872,969
4,444,636

5,285,000
-

49,159,869
4,444,636

1,900

48,317,605

5,285,000

53,604,505

36,900

$

48,950,150

4(a)(b)(c)
4(c)
4(c)

5,250,000

5,629,431
38,833
21,227
5,689,491

$

5,250,000

$

54,237,050

See Accompanying Notes to the Pro Forma Condensed Consolidated Financial Statements
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LUMINEX RESOURCES CORP.
PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE LOSS
Three months ended March 31, 2018
(Unaudited – prepared by management)
(expressed in U.S. dollars, except share amounts)
Luminex
Resources Corp.
Expenses
Exploration and evaluation (“E&E”)
expenditures
Fees, salaries and other employee
benefits
General and administration (“G&A”)
Professional fees
Insurance

$

$

Loss attributable to:
Owners of the Business
Non-controlling interest

Basic and diluted net loss per
common share attributable to
Owners
Weighted average number of
common shares outstanding

Carve-out

$

-

Other income (expenses)
Interest income and other
Foreign exchange (loss)

Net loss and comprehensive loss
for the period

-

$

Pro
Forma
Notes

2,864,191

Pro Forma
Adjustments

$

188,957
104,012
57,586
4,830

Pro Forma Balance
Consolidated

-

$

-

2,864,191
188,957
104,012
57,586
4,830

-

(3,219,576)

-

(3,219,576)

-

2,435
(13)

-

2,435
(13)

-

2,422

-

2,422

-

$

(3,217,154)

$

-

$

(3,217,154)

-

(3,127,176)
(89,978)

-

(3,127,176)
(89,978)

-

(3,217,154)

-

(3,217,154)

-

100

$

-

-

$

-

39,610,183

$

(0.08)

39,610,283

See Accompanying Notes to the Pro Forma Condensed Consolidated Financial Statements
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LUMINEX RESOURCES CORP.
PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE LOSS
Year ended December 31, 2017
(Unaudited – prepared by management)
(expressed in U.S. dollars, except share amounts)

Luminex
Resources Corp.
Expenses
E&E expenditures
Fees, salaries and other employee
benefits
G&A
Professional fees
Insurance

$

Other income
Interest income and other
Foreign exchange gain

Net loss and comprehensive loss
for the year

$

Loss attributable to:
Owners of the Business
Non-controlling interest

Basic and diluted net loss per
common share attributable to
Owners
Weighted average number of
common shares outstanding

$

-

Pro
Forma
Notes

Carve-out
$

5,920,110

Pro Forma
Adjustments
$

Pro Forma Balance
Consolidated
-

$

5,920,110

-

1,007,660
197,403
340,430
7,614

-

1,007,660
197,403
340,430
7,614

-

(7,473,217)

-

(7,473,217)

-

8,956
897

-

8,956
897

-

9,853

-

9,853

-

$

(7,463,364)

$

-

$

(7,463,364)

-

(7,211,126)
(252,238)

-

(7,211,126)
(252,238)

-

(7,463,364)

-

(7,463,364)

-

$

-

100

-

$

-

39,610,183

$

(0.18)

39,610,283

See Accompanying Notes to the Pro Forma Condensed Consolidated Financial Statements
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LUMINEX RESOURCES CORP.
NOTES TO THE PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2018
(Unaudited – prepared by management)
(expressed in U.S. dollars)
1.

PLAN OF ARRANGEMENT
The unaudited pro forma financial statements have been compiled for purposes of inclusion in an Information Circular (the
“Circular”) for Lumina Gold Corp. (“Lumina” or the “Company”).
Lumina announced on July 10, 2018, that its Board of Directors has unanimously approved a strategic reorganization
whereby all of Lumina’s mineral exploration projects (except for the Cangrejos Project) are being spun out to a newly
incorporated company, Luminex Resources Corp. (“Luminex”), in exchange for shares of Luminex.
Lumina will transfer to its shareholders, by way of a plan of arrangement (the “Arrangement”) all of the shares of Luminex
by way if a reduction and return of share capital. Upon closing of the transaction, Luminex will be owned exclusively by
existing Lumina shareholders in identical proportion to their pre-Arrangement shareholdings of Lumina. Closing of the
Arrangement is subject to several conditions including, but not limited to, approval by Lumina shareholders and the receipt
of court and necessary regulatory approvals.

2.

BASIS OF PRESENTATION
These unaudited pro forma consolidated financial statements give effect to the Arrangement whereby Lumina will transfer
its interests detailed in the Luminex Resources Business (the “Business”) carve-out combined financial statements to
Luminex for shares in Luminex.
The unaudited pro forma consolidated financial statements have been compiled from and include:
•

An unaudited pro forma consolidated balance sheet which combines the consolidated balance sheet of Luminex
as at April 17, 2018 and the carve-out combined balance sheet of the Business as at March 31, 2018, giving
effect to the Arrangement as it if occurred on March 31, 2018; and

•

Unaudited pro forma consolidated statements of comprehensive loss which combine the statement of
comprehensive loss of Luminex for the period from incorporation on March 16, 2018 to April 17, 2018 and the
carve-out combined statements of comprehensive loss of the Business for the year ended December 31, 2017
and three months ended March 31, 2018, giving effect to the Arrangement as if it had occurred on January 1,
2017.

These unaudited pro forma consolidated financial statements are provided for illustrative purposes only, and do not
purport to represent the financial position that would have resulted has the Arrangement actually occurred on March 31,
2018 or the results of operations that would have resulted had the Arrangement actually occurred on January 1, 2017.
Further, these unaudited pro forma consolidated financial statements are not necessarily indicative of the future financial
position or results of operation of Luminex as a result of the Arrangement. These unaudited pro forma consolidated
financial statements should be read in conjunction with the audited carve-out combined financial statements of the
Business for the year ended December 31, 2017 and two months ended December 31, 2016, the unaudited carve-out
combined interim financial statements of the Business for the three months ended March 31, 2018 and the audited
consolidated financial statements of Luminex for the period from its incorporation on March 16, 2018 to April 17, 2018, all
of which are contained within the Circular.
3.

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies used in the preparation of these unaudited pro forma consolidated financial statements are those
as set out in the Luminex Resources Business carve-out combined financial statements for the year ended December 31,
2017 and two months ended December 31, 2016, and the unaudited carve-out combined interim financial statements for
the three months ended March 31, 2018.

4.

PRO FORMA ASSUMPTIONS
The unaudited pro forma consolidated balance sheet and statements of comprehensive loss are based on the following
assumptions:
a) Luminex will receive, from Lumina, $5,250,000 in cash as part of the Arrangement.
b) The loan from Lumina will be settled in full as part of the Arrangement.
c) The amount contained within owner’s net investment, net of accumulated deficit, is transferred to share capital upon
issuance of 39,610,183 common shares of Luminex.
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SCHEDULE “J”
AUDITED FINANCIAL STATEMENTS OF LUMINEX

J-1

LUMINEX RESOURCES CORP.
Consolidated Financial Statements
(Expressed in U.S. Dollars)
As at April 17, 2018 and for the period from incorporation on March 16, 2018
to April 17, 2018

J-2

KPMG LLP
PO Box 10426 777 Dunsmuir Street
Vancouver BC V7Y 1K3
Canada
Telephone (604) 691-3000
Fax (604) 691-3031

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of Luminex Resources Corp.
We have audited the accompanying consolidated financial statements of Luminex
Resources Corp., which comprise the consolidated balance sheet as at April 17, 2018 and
notes, comprising 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.
Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements
based on our audit. We conducted our audit 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
our 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, we consider 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 is sufficient and appropriate to
provide a basis for our audit opinion.

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative (“KPMG International”),
a Swiss entity. KPMG Canada provides services to KPMG LLP.
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Luminex Resources Corp.
Page 2

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects,
the consolidated financial position of Luminex Resources Corp. as at April 17, 2018 in
accordance with International Financial Reporting Standards.

Chartered Professional Accountants
Vancouver, Canada
June 27, 2018

J-4

LUMINEX RESOURCES CORP.
CONSOLIDATED BALANCE SHEET
(expressed in U.S. dollars)
April 17, 2018
ASSETS
Cash

$

36,900

Total assets

$

36,900

LIABILITIES
Current liabilities
Loan from Lumina Gold Corp. (Note 3)

$

35,000

Total liabilities

35,000

EQUITY
Share capital (Note 1)

1,900

Total equity

1,900

Total liabilities and equity

$

These financial statements are authorized for issue by the Board of Directors of Luminex Resources Corp. on June 27, 2018.

APPROVED BY THE DIRECTORS

“Lyle Braaten”
Director
“Martin Rip”
Director

See Accompanying Notes to the Consolidated Financial Statements
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36,900

LUMINEX RESOURCES CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period from incorporation on March 16, 2018 to April 17, 2018
(expressed in U.S. dollars)
1.

ORGANIZATION
Luminex Resources Corp. (“Luminex” or the “Company”) was incorporated on March 16, 2018 under the laws of the
Business Corporations Act of British Columbia as part of a plan of arrangement (the “Arrangement”) to reorganize Lumina
Gold Corp. (“Lumina”) pursuant to which all of Lumina’s exploration projects (except for the Cangrejos Project) will be
spun out to Lumina’s shareholders through Luminex. Pursuant to the Arrangement, Lumina will transfer to its
shareholders all of the shares of Luminex by way of a reduction and return of share capital. Upon closing of the
transaction, Luminex will be owned exclusively by existing Lumina shareholders in identical proportion to their preArrangement shareholdings of Lumina. The Company’s intended business activity is the acquisition, exploration and
development of mineral resources in Ecuador. To date the Company has not commenced operations except for the
incorporation of certain subsidiary entities (collectively the “Group”). The Company’s head office and principal business
address is Suite 410, 625 Howe Street, Vancouver, British Columbia, V6C 2T6.
The Company is authorized to issue an unlimited number of common shares with no par value. On March 16, 2018, the
Company issued one hundred common shares with no par value to Lumina upon incorporation for cash consideration of
$1,900.

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation
The consolidated financial statements of the Group has been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). Separate statements
of income/loss, changes in shareholder’s equity and cash flows have not been presented as there have been no activities
for the Group to date, with the only transactions being the incorporation of the Company and its subsidiaries and the initial
financing of the Company through the issuance of 100 common shares on the date of incorporation (Note 1) and the
receipt of a loan from Lumina (Note 3).
These consolidated financial statements have been prepared on a historical cost basis and are presented in U.S. dollars
which is considered the Company’s functional currency.
Basis of consolidation
These consolidated financial statements include the financial statements of Luminex and its wholly-owned subsidiaries,
which are controlled by the Company. Control is achieved when Luminex (as the parent company) is exposed, or has
rights, to variable returns from its involvement with the investees and has the ability to affect those returns through its
power over the investee. Specifically, Luminex controls an investee if, and only if, the Company has all of the following: (i)
power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the investee); (ii)
exposure, or rights, to variable returns from its involvement with the investee; and (iii) the ability to use its power over the
investee to affect its returns.
The financial statements of subsidiaries are included in the consolidated financial statements from the date that control
commences until the date that control ceases. All significant intercompany transactions, balances, income and expenses
are eliminated on consolidation.
The consolidated financial statements include the following subsidiaries:

Central Ecuador Holdings Ltd.
Proyectmin Holdings Ltd.
Southern Ecuador Holdings Ltd

Country of Incorporation
Canada
Canada
Canada

% Equity interest at April 17, 2018
100
100
100

Financial instruments
Cash is classified as a financial asset at amortized cost and represents cash on hand and demand deposits. The
Company’s loan from Lumina (Note 3) is a financial liability and is initially recognized at fair value and subsequently
measured at amortized cost. Any difference between the amounts originally received, net of transaction costs, and the
redemption value is recognized in profit and loss over the period to maturity using the effective interest method. The
effective interest method is a method of calculating the amortized cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash
payments through the expected life of the financial liability, or, where appropriate, a shorter period.
3.

LOAN FROM LUMINA GOLD CORP.
On April 10, 2018, the Company received cash proceeds of $35,000 from a loan received from Lumina, the sole
shareholder of the Company. The loan bears no interest and is repayable on demand.
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SCHEDULE “K”
AUDITED CARVE-OUT COMBINED FINANCIAL STATEMENTS FOR THE YEAR ENDED
DECEMBER 31, 2017 AND TWO MONTHS ENDED DECEMBER 31, 2016

K-1

LUMINEX RESOURCES BUSINESS

CARVE-OUT COMBINED FINANCIAL STATEMENTS
For the year ended December 31, 2017 and two months ended December 31, 2016

K-2

KPMG LLP
PO Box 10426 777 Dunsmuir Street
Vancouver BC V7Y 1K3
Canada
Telephone (604) 691-3000
Fax (604) 691-3031

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of Lumina Gold Corp.
We have audited the accompanying carve-out combined financial statements of Luminex
Resources Business, which comprise the carve-out combined balance sheets as at
December 31, 2017 and December 31, 2016, the carve-out combined statements of
comprehensive loss, changes in equity and cash flows for the year ended December 31,
2017 and the two-month period ended December 31, 2016, and notes, comprising a
summary of significant accounting policies and other explanatory information.
Management’s Responsibility for the Carve-out Combined Financial Statements
Management is responsible for the preparation and fair presentation of these carve-out
combined financial statements in accordance with International Financial Reporting
Standards, and for such internal control as management determines is necessary to enable
the preparation of carve-out combined financial statements that are free from material
misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these carve-out combined 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 carve-out combined financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the carve-out combined financial statements. The procedures selected
depend on our judgment, including the assessment of the risks of material misstatement
of the carve-out combined financial statements, whether due to fraud or error. In making
those risk assessments, we consider internal control relevant to the entity’s preparation
and fair presentation of the carve-out combined 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 carve-out combined 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.

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative (“KPMG International”),
a Swiss entity. KPMG Canada provides services to KPMG LLP.

K-3

Luminex Resources Business
Page 2

Opinion
In our opinion, the carve-out combined financial statements present fairly, in all material
respects, the carve-out combined financial position of Luminex Resources Business as at
December 31, 2017 and December 31, 2016, and its carve-out combined financial
performance and its carve-out combined cash flows for the year ended December 31, 2017
and the two-month period ended December 31, 2016 in accordance with International
Financial Reporting Standards.
Emphasis of Matters
Without qualifying our opinion, we draw attention to note 3(c) in the carve-out combined
financial statements, which describes that Luminex Resources Business has no committed
sources of financing and is dependent on financing from its parent to fund its future
operations. These conditions, along with other matters as set forth in note 3(c), indicate
the existence of a material uncertainty that may cast significant doubt about Luminex
Resources Business’ ability to continue as a going concern.
Without modifying our opinion, we draw attention to notes 1 and 3(b) to the carve-out
combined financial statements which describes the basis of preparation used in these
carve-out combined financial statements. The carve-out combined financial statements
are prepared for inclusion in the Information Circular of Lumina Gold Corp. in connection
with a plan of arrangement to transfer all of Lumina Gold Corp.’s mineral exploration
projects (except for the Cangrejos Project) to a newly incorporated company named
Luminex Resources Corp.

Chartered Professional Accountants
Vancouver, Canada
June 27, 2018
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LUMINEX RESOURCES BUSINESS
CARVE-OUT COMBINED BALANCE SHEETS
(expressed in U.S. dollars)
Note
ASSETS
Current assets
Cash
Receivables
Prepaid expenses
Total current assets

December 31, 2017

$
6

Non-current assets
Environmental deposit
Property and equipment
Exploration and evaluation assets

467,055
49,872
19,066
535,993

December 31, 2016

$

163,139
901,749
47,487,910

7
8(a)

177,674
111,442
9,926
299,042
155,689
628,184
47,487,910

Total assets

$

49,088,791

$

48,570,825

LIABILITIES
Current liabilities
Accounts payable and accrued liabilities

$

709,305

$

527,361

Total liabilities

709,305

EQUITY
Owner’s net investment
Accumulated deficit
Equity attributable to owners of the Business
Non-controlling interest

9

Total equity
Total liabilities and equity

$

527,361

51,884,412
(8,039,540)
43,844,872
4,534,614

44,085,026
(828,414)
43,256,612
4,786,852

48,379,486

48,043,464

49,088,791

$

Going concern (Note 3(c))
Post-reporting date events (Notes 8(a) and 19)
Commitments (Note 18)

APPROVED BY THE DIRECTORS

“Marshall Koval”
Director
“Donald Shumka”
Director

See Accompanying Notes to the Carve-out Combined Financial Statements
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48,570,825

LUMINEX RESOURCES BUSINESS
CARVE-OUT COMBINED STATEMENTS OF COMPREHENSIVE LOSS
For the year ended December 31, 2017 and two months ended December 31, 2016
(expressed in U.S. dollars)
Note
Expenses
Exploration and evaluation (“E&E”) expenditures
Fees, salaries and other employee benefits
General and administration (“G&A”)
Professional fees
Insurance

8(b), 16
11, 16
16

Year ended
December 31, 2017

Two months ended
December 31, 2016

$

$

5,920,110
1,007,660
197,403
340,430
7,614
(7,473,217)

Other income (expenses)
Interest income and other
Foreign exchange gain (loss)

Net loss and comprehensive loss for the period
Loss attributable to:
Owners of the Business
Non-controlling interest

(846,011)

8,956
897

1,486
(158)

9,853

1,328

$

(7,463,364)

$

(844,683)

$

(7,211,126)
(252,238)

$

(828,414)
(16,269)

$

(7,463,364)

$

(844,683)

9

See Accompanying Notes to the Carve-out Combined Financial Statements
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375,915
364,640
32,205
62,434
10,817

LUMINEX RESOURCES BUSINESS
CARVE-OUT COMBINED STATEMENTS OF CASH FLOWS
For the year ended December 31, 2017 and two months ended December 31, 2016
(expressed in U.S. dollars)
Note
Operating activities
Loss for the period
Adjustment for non-cash items:
Depreciation
Environmental deposit interest earned
Share-based payment
Deduct: interest income
Net changes in non-cash working capital items:
Receivables
Prepaid expenses
Accounts payable and accrued liabilities

Year ended
December 31, 2017

Two months ended
December 31, 2016

$

$

7
10

Net cash utilized in operating activities
Investing activities
Acquisition costs
Cash acquired on acquisition of Ecuador Gold and Copper Corp. (“EGX”)
Expenditures on property and equipment
Interest received

5
5

Net cash utilized in investing activities

(7,463,364)

(844,683)

28,855
(7,450)
606,064
(995)

9,460
(1,486)
243,410
-

61,570
(9,140)
181,944

32,213
(236)
(95,449)

(6,602,516)

(656,771)

(302,420)
995

(424,748)
377,010
-

(301,425)

(47,738)

Financing activities
Contributions from Lumina Gold Corp.

7,193,322

882,183

Net cash provided by financing activities

7,193,322

882,183

289,381
177,674

177,674
-

Increase in cash
Cash, beginning of period
Cash, end of period

$

467,055

$

177,674

Non-cash financing activities:
During the two months ended December 31, 2016, the Business’ owner (Lumina Gold Corp.) issued 70,094,523 common shares and
1,538,787 stock options with fair values in the amount of $42,335,818 and $623,615, respectively, for the acquisition of EGX (see Note 5).
This non-cash transaction is not reflected in the carve-out combined statement of cash flows.

See Accompanying Notes to the Carve-out Combined Financial Statements
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Balance, December 31, 2017

Balance, October 31, 2016
Acquisition of EGX
Net investment by owner – cash contributions
Net investment by owner – non-cash contributions
Comprehensive loss
Balance, December 31, 2016
Net investment by owner – cash contributions
Net investment by owner – non-cash contributions
Comprehensive loss

(expressed in U.S. dollars)

$

$

51,884,412

43,384,181
457,535
243,310
44,085,026
7,193,322
606,064
$

$

(8,039,540)

(828,414)
(828,414)
(7,211,126)
$

$

43,844,872

43,384,181
457,535
243,310
(828,414)
43,256,612
7,193,322
606,064
(7,211,126)

See Accompanying Notes to the Carve-out Combined Financial Statements
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Note

Attributable to owners of the Business
Owner’s Net
Accumulated
Investment
Deficit
Total

For the year ended December 31, 2017 and two months ended December 31, 2016

LUMINEX RESOURCES BUSINESS
CARVE-OUT COMBINED STATEMENTS OF CHANGES IN EQUITY

K-8

$

$

4,534,614

4,803,121
(16,269)
4,786,852
(252,238)

Non-controlling
Interest

$

$

48,379,486

48,187,302
457,535
243,310
(844,683)
48,043,464
7,193,322
606,064
(7,463,364)

Total Equity

LUMINEX RESOURCES BUSINESS
NOTES TO THE CARVE-OUT COMBINED FINANCIAL STATEMENTS
Year ended December 31, 2017 and two months ended December 31, 2016
(expressed in U.S. dollars)
1.

TRANSFER OF BUSINESS AND ARRANGEMENT AGREEMENT
The accompanying carve-out combined financial statements have been prepared for purposes of inclusion in a
management information circular (the “Circular”) of Lumina Gold Corp. (“Lumina”) in respect of a special meeting of
shareholders of Lumina to consider a plan of arrangement (the “Arrangement”) pursuant to which all of Lumina’s mineral
exploration projects (except for the Cangrejos Project) (the “Luminex Resources Business”) will be spun out to Lumina’s
shareholders through a newly incorporated company named Luminex Resources Corp. (“Luminex”). Pursuant to the
Arrangement, Lumina will transfer to its shareholders all of the shares of Luminex by way of a reduction and return of
share capital. Upon closing of the transaction, Luminex will be owned exclusively by existing Lumina shareholders in
identical proportion to their pre-Arrangement shareholdings of Lumina. Closing of the Arrangement is subject to several
conditions including, but not limited to, approval by Lumina shareholders and the receipt of court and necessary regulatory
approvals.

2.

NATURE OF OPERATIONS
Luminex Resources Business (the “Business”) is engaged in the acquisition, exploration and development of mineral
resources in Ecuador. The Business is in the exploration stage as it has not placed any of its mineral properties into
production. The Business includes the entities and activities acquired by Lumina upon its acquisition of Ecuador Gold and
Copper Corp. (“EGX”) on November 1, 2016, which consisted of the Condor Project (Note 5), plus certain mineral
concessions in Ecuador that have been granted to Lumina, or subsidiaries of Lumina, subsequent to the acquisition of
EGX (Note 8(a)). Prior to November 1, 2016, EGX was a public company listed on the TSX Venture Exchange.
The Business’ head office and principal business address is Suite 410, 625 Howe Street, Vancouver, British Columbia,
V6C 2T6. The Business’ registered and records office is located at 1200 – 200 Burrard Street, Vancouver, British
Columbia, V7X 1T2.

3.

BASIS OF PRESENTATION AND GOING CONCERN
(a)

Statement of compliance
These carve-out combined financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) as of
December 31, 2017. IFRS does not provide guidance for the preparation of carve-out combined financial
statements, and accordingly in preparing the carve-out combined financial statements, certain accounting
conventions commonly used for the preparation of historical financial statements have been applied.
These carve-out combined financial statements were approved and authorized for issue by the Lumina Board of
Directors on June 27, 2018.

(b)

Basis of preparation
These carve-out combined financial statements reflect the financial position, results of operations and cash
flows associated with the operations of the Business and have been prepared on a historical cost basis. These
carve-out combined financial statements are for the periods from November 1, 2016, the date at which the
Business was initially acquired from EGX, to December 31, 2016 and for the year ended December 31, 2017,
and reflect the period during which the Business was controlled by Lumina.
The purpose of these carve-out combined financial statements is to provide general purpose historical financial
information of the Business for inclusion in the Circular in connection with the Arrangement detailed in Note 1.
These carve-out combined financial statements present the historical financial information of those subsidiaries
(Note 16) included in the Business, specifically identifiable assets, liabilities and expenses of other subsidiaries
of Lumina that directly relate to the Business and allocations of shared income and expenses of Lumina that are
attributable to the Business, as discussed below. The accompanying carve-out combined financial statements
do not include assets and liabilities that are not identifiable with the Business. The Business has received
services and support from Lumina and the Business’ operations have been dependent on Lumina’s ability to
perform these services and support functions.
The carve-out combined financial statements have been extracted from historical accounting records of Lumina
and its subsidiaries with estimates used, when necessary, for certain allocations as follows:
•

•

The carve-out combined balance sheets reflect the assets and liabilities recorded by Lumina which
have been assigned to the Business on the basis that they are specifically identifiable and attributable
to the Business or have been allocated on a pro-rata basis in line with general expenses, as
described below;
Expenses that are directly attributable to the Business, including all exploration and evaluation
expenditures, are reflected in these carve-out combined financial statements;

-7K-9

LUMINEX RESOURCES BUSINESS
NOTES TO THE CARVE-OUT COMBINED FINANCIAL STATEMENTS
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3.

BASIS OF PRESENTATION AND GOING CONCERN (continued)
(b)

Basis of preparation (continued)
•

Lumina expenses that are not directly related to the exploration activities of the Business have been
allocated on a pro-rata basis, based on the annual percentage of E&E activity on the Business’
mineral interests compared to total E&E expenditures for Lumina. For all periods presented, the
allocation to the Business was 55%.

The preparation of these carve-out combined financial statements requires management to make certain
estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at the date of
the carve-out combined financial statements and the reported expenses during the periods presented.
Management believes the assumptions and allocations underlying the carve-out combined financial statements
are reasonable and appropriate under the circumstances. The expenses and cost allocations have been
determined on a basis considered by Lumina to be a reasonable reflection of the utilization of services provided
to, or the benefit received by, the Business during the periods presented.
Management cautions readers of these carve-out combined financial statements that the allocation of Lumina
expenses does not necessarily reflect the general and administrative expenses that the Business would have
incurred in the afore-mentioned periods had the Business operated on a standalone basis. Further, these carveout combined financial statements are not necessarily indicative of the results that would have been obtained if
the Business had operated as a separate legal entity during the periods presented and are not necessarily
indicative of future operating results.
(c)

Going concern
These carve-out combined financial statements have been prepared on a going concern basis which assumes
that the Business will be able to realize, in the foreseeable future, its assets and discharge its liabilities in the
normal course of business as they come due. The ability of the Business to continue as a going concern is
dependent upon the continued support from Lumina, successfully obtaining additional financing, entering into a
joint venture, a merger or other business combination transaction involving a third party, sale of all or a portion
of the Business’ assets, the outright sale of the Business, the successful development of the Business’ mineral
property interests or a combination thereof. There can be no assurance that management’s plans will be
successful. As the Business does not have any current source of operating revenues and does not currently
have any committed sources of financing, it is dependent upon Lumina for funding of its activities. Management
believes such funding will continue to be available.
These factors indicate the existence of a material uncertainty that may cast significant doubt upon the Business’
ability to continue as a going concern. These carve-out combined financial statements do not include any
adjustments to the recoverability and classification of recorded asset amounts and classification of liabilities that
might be necessary should the Business be unable to continue as a going concern. Such adjustments could be
material.

4.

SIGNIFICANT ACCOUNTING POLICIES
(a)

Overall considerations
The significant accounting policies that have been applied in the preparation of these carve-out combined
financial statements are summarized below. These accounting policies have been used throughout all periods
presented in the carve-out combined financial statements.

(b)

Basis of combination
These carve-out combined financial statements include the accounts of certain subsidiaries controlled by
Lumina (Note 16), which are included in the Business. Control is achieved when an owner is exposed, or has
rights, to variable returns from its involvement with the investees and has the ability to affect those returns
through its power over the investee. Specifically, an owner controls an investee if, and only if, the owner has all
of the following: (i) power over the investee (i.e. existing rights that give it the current ability to direct the relevant
activities of the investee); (ii) exposure, or rights, to variable returns from its involvement with the investee; and
(iii) the ability to use its power over the investee to affect its returns.
The accounts of subsidiaries are included in the carve-out combined financial statements from the date that
control by Lumina commenced. All significant intercompany transactions, balances, income and expenses are
eliminated on combination.
Non-controlling interest (“NCI”) is the equity interest in Bestminers Ecuador S.A., Condor Mine S.A. and
Condormining Corporation S.A. not controlled by Lumina or subsidiaries of Lumina. NCI is recorded at its
proportionate share of the fair value of identifiable net assets acquired on initial recognition adjusted for the
NCI’s proportional interest in income, losses and capital transactions of the applicable entity.
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4.

SIGNIFICANT ACCOUNTING POLICIES (combined)
(c)

Presentation currency and foreign currency translation
The carve-out combined financial statements are presented in United States dollars which is also the functional
currency of each company in the Business.
Foreign currency transactions are translated into the functional currency of each entity within the Business
using the exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the re-measurement of foreign currency
denominated monetary items at reporting period end exchange rates are recognized in profit or loss.
Non-monetary assets and liabilities that are measured at historical cost are translated using the exchange rates
in effect at the time of the initial transaction and are not subsequently re-measured at reporting period ends.

(d)

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term, highly
liquid investments that are readily convertible into known amounts of cash with original maturities of three
months or less and which are subject to an insignificant risk of changes in value.

(e)

Exploration and evaluation licenses
All direct costs related to the acquisition of mineral property interests (E&E Assets) are capitalized into
exploration and evaluation assets (an intangible asset) on a property by property basis. License costs paid in
connection with a right to explore in an exploration area, for a period in excess of one year, are capitalized and
amortized over the term of the license.

(f)

Acquisition of mineral property interests
The Business treats the acquisition of a mineral property interest as either a business combination or asset
purchase. The determination of treatment is based upon an assessment of factors at the time of acquisition. A
business combination is a transaction in which control over one or more businesses is obtained. A business is
defined as an integrated set of activities and assets that is capable of creating outputs which provide a positive
economic return to stakeholders. If the integrated set of activities and assets is in the exploration or
development stage and therefore does not have outputs, the Business considers other factors to determine if
the assets are a business. These include, but are not limited to, whether the set of activities and assets:
(a)
(b)
(c)
(d)

has planned principal activities;
has identified mineral reserves and processes needed to generate the inputs required for output
production;
is pursuing a plan to produce outputs; and
will be able to sell the produced outputs.

Not all of the above factors need to be present for a particular integrated set of activities and assets in the
development stage to qualify as a business.
Business acquisitions are accounted for using the acquisition method, in which the acquired assets and
liabilities are recorded at fair value at the date of acquisition. Direct costs associated with a business
combination are expensed as incurred.
Acquisitions in which a business is not acquired are treated as an asset purchase. Under an asset purchase,
the fair value of the consideration provided is allocated to the individual fair value of assets and liabilities
assumed at the time of acquisition.
The costs of acquisition for an asset acquisition are deferred and capitalized in the period they are incurred. In
the event the acquisition is not completed, these costs would be immediately expensed.
The EGX acquisition (Note 5) was treated as an asset purchase since, at the time of acquisition, it was not a
business.
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4.

SIGNIFICANT ACCOUNTING POLICIES (combined)
(g)

Exploration and evaluation expenditures
Exploration and evaluation activities prior to acquiring an interest in a mineral concession area, including costs
associated with applying for new mineral concession, are charged to operations as pre-exploration and
evaluation expenditures. Exploration costs, net of incidental revenues, are charged to operations in the year
incurred until such time as it has been determined that a property has economically recoverable resources, in
which case subsequent exploration costs and the costs incurred to develop a property are capitalized into
property, plant and equipment. On the commencement of commercial production, depletion of each mining
property will be provided on a unit-of-production basis using estimated reserves as the depletion base.
Although the Business has taken steps to verify the title to the exploration and evaluation assets in which it has
an interest, in accordance with industry practices for the current stage of exploration of such properties, these
procedures do not guarantee the Business’s title. Title may be subject to unregistered prior agreements or
transfers and title may be affected by undetected defects.

(h)

Environmental Deposits
Cash which is subject to contractual restrictions on use is classified separately as deposits. Security deposits
required to be made to regulatory bodies, such as environmental or reclamation deposits, are classified as
deposits.

(i)

Property and Equipment
Property and equipment is stated at cost less accumulated depreciation and accumulated impairment losses, if
any. The cost of an item of property and equipment consists of the purchase price and any costs directly
attributable to bringing the asset to the location and condition necessary for its intended use and an estimate of
the costs of dismantling and removing the item and restoring the site on which it is located. Depreciation is
provided at rates calculated to expense the cost of equipment, less its estimated residual value, over the
following expected useful lives:
Property and equipment

5% to 33% straight-line basis

Items of property and equipment are derecognized upon disposal or when no future economic benefits are
expected from their use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included in profit or loss
when the asset is derecognized. The assets’ residual values, useful lives and methods of depreciation are
reviewed at each reporting period, and, adjusted prospectively if appropriate. Land held is stated at cost. As no
finite useful life for land can be determined, related carrying amounts are not depreciated.
(j)

Interest income
Interest income is recorded on an accrual basis using the effective interest method.

(k)

Provisions
Provisions are recognized when the Business has a present obligation (legal or constructive) that has arisen as
a result of a past event and it is probable that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the amount of the obligation.
Provisions are measured at management’s best estimate of the present value of the expenditures expected to
be required to settle the obligation using a pre-tax rate that reflects current market assessments of the time
value of money and the risk specific to the obligation. The increase in any provision due to passage of time is
recognized as accretion expense.

(l)

Decommissioning, restoration and similar liabilities (“asset retirement obligation” or “ARO”)
The Business recognizes provisions for statutory, contractual, constructive or legal obligations, including those
associated with the reclamation of mineral interests and decommissioning of equipment, when those obligations
result from the acquisition, construction, development or normal operation of the assets. Initially, a provision for
an ARO is recognized at its present value in the period in which it arises. Upon initial recognition of the liability,
the corresponding ARO is added to the carrying amount of the related asset and the cost is amortized as an
expense over the economic life of the asset. Following the initial recognition of the ARO, the carrying amount of
the liability is increased for the passage of time and adjusted for changes to the current market-based discount
rate, and the amount or timing of the underlying cash flows needed to settle the obligation.
As at December 31, 2017 and 2016, the Business did not have any asset retirement obligations.
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4.

SIGNIFICANT ACCOUNTING POLICIES (combined)
(l)

Decommissioning, restoration and similar liabilities (“asset retirement obligation” or “ARO”)
(continued)
The Business is subject to the laws and regulations relating to environmental matters in all jurisdictions in which
it operates, including provisions relating to property reclamation, discharge or hazardous material and other
matters. The Business may be held liable should environmental problems be discovered that were caused by
former owners and operators of its properties and also on properties in which it has previously had an interest.
The Business believes it conducts its mineral exploration activities in compliance with applicable environmental
protection legislation. The Business is not aware of any existing environmental problems related to any of its
current or former properties that may result in material liability to the Business.

(m)

Financial Instruments
Financial assets and financial liabilities are recognized when the Business becomes a party to the contractual
provisions of the financial instrument. Financial assets are derecognized when the contractual rights to the cash
flows from the financial asset expire, or when the financial asset and all substantial risks and rewards are
transferred. A financial liability is derecognized when it is extinguished, discharged, cancelled or expires.
Financial assets and financial liabilities are measured initially at fair value plus transaction costs, except for
financial assets and liabilities carried at fair value through profit or loss, which are measured initially at fair
value. Financial assets and financial liabilities are subsequently measured as described below.
Financial Assets
For the purpose of subsequent measurement, financial assets are classified into the following categories upon
initial recognition:
•
•
•
•

loans and receivables;
financial assets at fair value through profit or loss;
held-to-maturity investments; and
available-for-sale financial assets.

The category determines how the asset is subsequently measured and whether any resulting income or
expense is recognized in profit or loss or in other comprehensive income. All financial assets except for those at
fair value through profit or loss are subject to review for impairment at least at each reporting date. Financial
assets are considered impaired when there is objective evidence that a financial asset or a group of financial
assets has been impaired. Different criteria to determine impairment are applied for each category of financial
assets which are described below.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial recognition these are measured at amortized cost using the effective
interest method. Loans and receivables comprise cash and cash equivalents, environmental deposits and
receivables (other than goods and services tax (“GST”) receivable from Canadian government taxation
authorities).
Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss include financial assets that are either classified as held for
trading or that meet certain conditions and are designated at fair value through profit or loss upon initial
recognition. Assets in this category are measured at fair value with gains or losses recognized in profit or loss.
The Business currently does not have any financial assets in this category.
Held-to-maturity investments
Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed
maturity other than loans and receivables. Investments are classified as held-to-maturity if the Group has the
intention and ability to hold them until maturity. Held-to-maturity investments are subsequently measured at
amortized cost using the effective interest method. If there is objective evidence that the investment is impaired,
determined for example by reference to external credit ratings, the financial asset is measured at the present
value of estimated future cash flows. Any changes to the carrying amount of the investment, including
impairment losses, are recognized in profit or loss. The Business currently does not have any financial assets in
this category.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
(m)

Financial Instruments (continued)
Financial Assets (continued)
Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets that are either designated to this category
or do not qualify for inclusion in any of the other categories of financial assets. Available-for-sale financial
assets are measured at fair value. Gains and losses are recognized in other comprehensive income and
reported within the available-for-sale reserve within equity, except for impairment losses and foreign exchange
differences on monetary assets, which are recognized in profit or loss. When the asset is disposed of or is
determined to be impaired the cumulative gain or loss recognized in other comprehensive income is reclassified
from the equity reserve to profit or loss and presented as a reclassification adjustment within other
comprehensive income. Interest calculated using the effective interest method is recognized in profit or loss.
Reversals of impairment losses are recognized in other comprehensive income, except for financial assets that
are debt securities which are recognized in profit or loss only if the reversal can be objectively related to an
event occurring after the impairment loss was recognized. The Business currently does not have any financial
assets in this category.
Financial Liabilities
Financial liabilities are measured subsequently at amortized cost using the effective interest method, except for
financial liabilities held for trading or designated at fair value through profit or loss, that are carried subsequently
at fair value with gains and losses recognized in profit or loss. The effective interest method is a method of
calculating the amortized cost of a financial liability and of allocating interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash payments through the
expected life of the financial liability, or, where appropriate, a shorter period. The Business’ financial liabilities
measured at amortized cost include accounts payable and accrued liabilities.

(n)

Impairment of assets
Financial Assets
A financial asset that is not carried at fair value through profit or loss is assessed at each reporting date to
determine whether there is objective evidence that it is impaired. A financial asset is impaired if objective
evidence indicates that a loss event has occurred after the initial recognition of the asset, and that the loss
event had a negative effect on the estimated future cash flows of that asset that can be estimated reliably.
An impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the asset’s
original effective interest rate. The amount of the impairment loss is recognized in profit or loss. If, in a
subsequent period, the amount of impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized, the previously recognized impairment loss is reversed
through the profit or loss, except for equity instruments classified as available-for-sale where the reversal is
recorded in other comprehensive income.
Non-financial assets
At the end of each reporting period, the Business reviews the carrying amounts of its tangible and intangible
assets to determine whether there is an indication that the assets are impaired. For exploration and evaluation
assets (and tangible assets related thereto such as equipment), the Business considers the following indicators
of impairment: (i) whether the period for which the Business has the right to explore has expired in the period or
will expire in the near future, and is not expected to be renewed; (ii) substantive expenditures on further
exploration for and evaluation of mineral resources is neither budgeted nor planned; (iii) exploration and
evaluation have not led to the discovery of commercially viable mineral resources and activities are to be
discontinued; (iv) sufficient data exists to indicate that, although a development in the area is likely to proceed,
the carrying amount of the exploration and evaluation asset is unlikely to be recovered in full from successful
development or by sale; and (v) other factors that may be applicable such as a significant drop in metal prices
or deterioration in the availability of equity financing. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment, if any. Where the asset does not generate
largely independent cash inflows, the Business estimates the recoverable amount of the cash-generating unit to
which the asset belongs. A cash-generating unit is the smallest identifiable group of assets that generates cash
inflows that are largely independent of the cash inflows from other assets or groups of assets.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
(n)

Impairment of assets (continued)
Non-financial assets (continued)
Recoverable amount is the higher of fair value less costs to sell, and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognized in profit or loss.
An impairment loss recognized in respect of a cash-generating unit is allocated first to reduce the carrying
amount of any goodwill allocated to the cash-generating unit and then to reduce the carrying amount of the
other assets in the cash-generating unit on a pro-rata basis.
With the exception of goodwill, all assets are subsequently reassessed for indications that an impairment loss
previously recognized may no longer exist. Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased to the revised estimate of its recoverable amount, but
to an amount that does not exceed the carrying amount that would have been determined had no impairment
loss been recognized for the asset (or cash-generating unit) in prior periods. A reversal of an impairment loss is
recognized in profit or loss.

(o)

Taxes
Tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in profit or loss
except to the extent that it relates to a business combination, or items recognized directly in equity or in other
comprehensive income.
Current tax
Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous
years.
Deferred tax
Deferred taxes are calculated using the liability method on temporary differences between the carrying amounts
of assets and liabilities and their tax bases. However, deferred tax is not recognized on the initial recognition of
goodwill, on the initial recognition of assets or liabilities in a transaction that is not a business combination and
that affects neither accounting nor taxable profit or loss at the time of the transaction, and on temporary
differences relating to investments in subsidiaries and jointly controlled entities where the reversal of these
temporary differences can be controlled by the Business and it is probable that reversal will not occur in the
foreseeable future.
Deferred tax assets and liabilities are measured, without discounting, at the tax rates that are expected to apply
when the assets are recovered and the liabilities settled, based on tax rates that have been enacted or
substantively enacted by the reporting date.
A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to
the extent that it is probable that future taxable profits will be available against which they can be utilized.
Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow the related tax benefit to be utilized.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to set off current tax assets
against current tax liabilities, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different taxable entities which intend either to settle current tax liabilities and assets on a
net basis, or to realize the assets and settle the liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities and assets are expected to be settled or recovered.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
(o)

Taxes (continued)
Sales tax
Expenses and assets are recognized net of the amount of sales tax except:
•
•

When the sales tax incurred on a purchase of assets or services is not recoverable from the taxation
authority, in which case the sales tax is recognized as part of the cost of acquisition of the asset or as
part of the expense item, as applicable; or
When receivables and payables are stated with an amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the balance sheet.
(p)

Owner’s net investment
Contributions from Lumina to the Business are presented as Owners net investment in equity. The Business
has no share capital and as a result, there is no applicable share-related disclosure.

(q)

Significant accounting judgments and estimates
The preparation of the Business’s carve-out combined financial statements in accordance with IFRS requires
management to make certain judgments, estimates and assumptions about recognition and measurement of
assets, liabilities, income and expenses. Actual results may differ from these estimates. Information about the
significant judgments, estimates and assumptions that have the most significant effect on the recognition and
measurement of assets, liabilities, income and expenses in these carve-out combined financial statements are
discussed below.
Judgments
Going concern: The assessment of the Business’s ability to continue as a going concern requires significant
judgment. The Business considers the factors outlined in Note 3(c) when making its going concern assessment.
Allocation of expenses from Lumina to the Luminex Business: As discussed in Note 3(b), certain judgments are
required in the allocation of certain of Lumina’s balances and expenses to the Business in preparing these
carve-out combined financial statements. The appropriate method of allocation and the percentages applied
require the judgment of management.
Acquisition of Ecuador Gold and Copper Corp.: IFRS 3 Business combinations requires that management
apply judgment in the determination if an acquisition of an entity is to be treated as a business combination or
as an asset purchase. In the assessment of the EGX acquisition in 2016, it was determined that the entity did
not constitute a business as it lacked mining permits, mineral reserves, infrastructure and funding to operate the
Condor Project. See Note 4(f) and Note 5 for further details.
Exploration and evaluation asset: The application of the Business’s accounting policy for exploration and
evaluation assets requires judgment in determining whether it is likely that such acquisition costs incurred will
be recovered through successful exploration and development or sale of the asset under review. Furthermore,
the assessment as to whether economically recoverable resources exist is itself an estimation process.
Estimates and assumptions made may change if new information becomes available. If, after expenditure is
capitalized, information becomes available suggesting that the recovery of expenditure is unlikely, the amount
capitalized is written off to profit or loss in the period when the new information becomes available. The carrying
value of this asset is detailed at Note 8(a).
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SIGNIFICANT ACCOUNTING POLICIES (continued)
(r)

Standards issued but not yet effective
The standards and interpretations that are issued, but not yet effective, up to the date of authorization of these
carve-out combined financial statements are disclosed below. Management anticipates that all of the
pronouncements will be adopted in the Business’ accounting policy for the first period beginning after the
effective date of the pronouncement. Information on new standards, amendments and interpretations that are
expected to be relevant to the Business’ combined financial statements is provided below. Certain other new
standards and interpretations have been issued but are not expected to have a material impact on the
Business’ financial statements.
IFRS 15 – Revenue from Contracts with Customers: The IASB issued IFRS 15 in May 2014. The new standard
provides a comprehensive framework for recognition, measurement and disclosure of revenue from contracts
with customers, excluding contracts within the scope of the standards on leases, insurance contracts and
financial instruments. IFRS 15 is effective for annual periods beginning on or after January 1, 2018 and is to be
applied retrospectively with early adoption permitted. This standard is not expected to have an impact on the
Business’s financial statements as the Business is currently not generating operating revenues.
IFRS 9 – Financial Instruments: The IASB published the final version of IFRS 9 in July 2014. The final standard
brings together the classification, measurement, impairment and hedge accounting phases of the IASB’s project
to replace IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 includes a loss impairment
model, amends the classification and measurement model for financial assets and provides additional guidance
on how to apply the business model and contractual characteristics test. This final version of IFRS 9
supersedes all previous versions of IFRS 9 and is effective for annual periods commencing on or after January
1, 2018, with early adoption permitted. Aside from changes in terminology and disclosures to describe financial
instruments, it is not anticipated that there will be any material impact on the Business’s financial statements.
IFRS 16 – Leases: On January 13, 2016, the IASB published a new standard, IFRS 16, eliminating the current
dual accounting model for lessees, which distinguishes between on-balance sheet finance leases and offbalance sheet operating leases. Under the new standard, a lease becomes an on-balance sheet liability that
attracts interest, together with a new right-of-use asset. In addition, lessees will recognize a front-loaded pattern
of expense for most leases, even when cash rentals are constant. IFRS 16 is effective for annual periods
beginning on or after January 1, 2019, with earlier adoption permitted. The Business is assessing the impact of
adopting this standard on its financial statements.

5.

ACQUISITION OF ECUADOR GOLD AND COPPER CORP.
On November 1, 2016, Lumina completed a plan of arrangement under the Business Corporations Act (British Columbia)
whereby Lumina acquired all the issued and outstanding shares of EGX in exchange for Lumina common shares. All
outstanding EGX stock options were cancelled and former EGX option holders were issued replacement Lumina stock
options on substantially similar terms to their previously held EGX options. All outstanding warrants to acquire EGX
shares were cancelled. Total consideration paid by Lumina amounted to $43,384,181, consisting of the fair value of
common shares issued of $42,335,818 and the fair value of the replacement Lumina stock options of $623,615, and
acquisition costs associated with the transaction of $424,748.
The acquisition of EGX has been accounted for as an asset purchase. The consideration paid has been allocated to the
financial liabilities assumed and assets acquired based on their estimated fair values at the date of acquisition as follows:

Note
Cash and cash equivalents
Receivables
Prepaid expenses
Environmental deposit
Exploration and evaluation asset
Property, plant and equipment
Accounts payable and accrued liabilities
Non-controlling interest

Assets / (Liabilities) Acquired
$

377,010
143,655
9,690
154,203
47,487,910
637,644
(622,810)
(4,803,121)

$

43,384,181

8(a)
7

Net assets acquired
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LUMINEX RESOURCES BUSINESS
NOTES TO THE CARVE-OUT COMBINED FINANCIAL STATEMENTS
Year ended December 31, 2017 and two months ended December 31, 2016
(expressed in U.S. dollars)
6.

RECEIVABLES

December 31, 2017

December 31, 2016

Refundable goods and services tax
Other

$

27,315
22,557

$

88,885
22,557

Total receivables

$

49,872

$

111,442

All amounts are short-term and the net carrying value of receivables is considered a reasonable approximation of fair
value. The Business anticipates full recovery of these amounts and therefore no impairment has been recorded against
receivables. The Business’s receivables are all considered current and are not past due. The Business does not hold any
collateral related to these assets.
7.

PROPERTY AND EQUIPMENT
Property &
Equipment

Land(1)
Cost
October 31, 2016
Acquisition of EGX (Note 5)
December 31, 2016
Additions

Total

$

273,460
273,460
279,571

$

364,184
364,184
22,849

$

637,644
637,644
302,420

$

553,031

$

387,033

$

940,064

$

-

$

9,460
9,460
28,855

$

9,460
9,460
28,855

December 31, 2017

$

-

$

38,315

$

38,315

Net book value
December 31, 2016

$

273,460

$

354,724

$

628,184

December 31, 2017

$

553,031

$

348,718

$

901,749

December 31, 2017
Accumulated Depreciation
October 31, 2016
Depreciation for the period
December 31, 2016
Depreciation for the year

(1)

The Business has purchased various small local farm lands in the area of its mineral properties that are of strategic value
representing important surface rights over which it has mineral rights and access.

Depreciation expense relating to property and equipment utilized in E&E activities is expensed to E&E and is included in
field office costs.
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LUMINEX RESOURCES BUSINESS
NOTES TO THE CARVE-OUT COMBINED FINANCIAL STATEMENTS
Year ended December 31, 2017 and two months ended December 31, 2016
(expressed in U.S. dollars)
8.

EXPLORATION AND EVALUATION ASSETS AND EXPENDITURES
(a)

Exploration and evaluation assets
The Business has various mineral exploration project and concession areas in Ecuador as follows:
Condor:
The Condor Project consists of seven concessions, totaling 8,269 hectares, located in the Zamora-Chinchipe
Province in southeast Ecuador.
Pegasus:
In November 2016, the Business, pursuant to a public tender process in Ecuador, was awarded the Pegasus
A1-7 and Pegasus B8-14 concessions. These concessions are an early-stage gold project comprising 66,525
hectares and are located approximately 150 kilometres southwest of Quito. In June 2017, the Business was
awarded an additional concession of 835 hectares, known as “Luz,” which is adjacent to the Pegasus A
concessions.
Tres Picachos / La Canela / Orquideas:
In December 2016, the Business was awarded the following concessions: Tres Picachos (4,828 hectares) and
La Canela (3,187 hectares) which are located approximately 100 kilometres southwest of the Condor Project
and Orquideas (4,743 hectares) which is located in proximity to the Condor Project.
Yawi:
The Business was awarded the Yawi concession area (1,494 hectares) in February 2017. This concession is
located approximately 50 kilometres south of the Condor Project.
Escondida:
The Business was awarded the Escondida concession area (1,204 hectares) in January 2017. This concession
fills a gap inside the Condor Project concession blocks.
Optioned Concessions:
The Business also obtained certain concessions under an option with Proyectmin S.A., a related party, whereby
the Business will fund the required work commitments on the concessions and after two years, the concessions
will be transferred to the Business. The optioned concessions acquired include:
i.
ii.
iii.
iv.
v.

Palma Real, obtained in November 2016, and located in Northern Ecuador, consisting of
four concession areas totaling 19,775 hectares;
Cascas, obtained in January 2017, consisting of two concession areas totaling 9,998
hectares located approximately 25 kilometres southwest of the Condor Project;
Santa Elena, obtained in December 2016, and consisting of 628 hectares located near the
Condor Project;
Quimi, obtained in May 2017, consisting of two concession areas totaling 2,732 hectares
located on trend with the Condor Project; and
Tarqui, obtained in May 2017, consisting of two concession areas totaling 4,817 hectares
located on trend with the Condor Project.

On April 18, 2018, the Business acquired Proyectmin S.A. for an amount of $35,000 which eliminates the need
for the options and brings the ownership of the concessions directly under the control of the Business.
To maintain its mineral concessions the Business is required to meet certain spending requirements as
communicated to the Government of Ecuador. Further details are provided in Note 18.
Acquisition costs and carrying value of the Condor Project is $47,487,910 as at December 31, 2017 and 2016.
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8.

132,535

$ 132,535

$

259,491
3,255,405

$ 3,514,896

$

Condor
198,504
24,860
77,801
172,964
69,487
318,678
2,754
561,222
221,932
908,277
156,897
156,662
118,529
266,838
$ 3,255,405

$

$

$

30,134

30,134

Escondida
$
12,346
2,289
2,838
916
311
890
230
7,601
245
2,468
$
30,134

$

$

76,733

76,733

La Canela
$
31,826
1,244
6,253
3,208
659
7,098
1,152
23,100
582
1,611
$
76,733

1,776
453,363

$ 455,139

$

Orquideas
$ 47,158
6,299
70,492
70,917
1,079
2,764
7,741
38,747
153,375
17,531
4,049
33,211
$ 453,363

26,202
376,125

$ 402,327

$

Palma
Real(3)
$ 189,960
44,063
5,696
11,421
172
100
3,046
118,305
377
2,985
$ 376,125

86,403
1,198,790

$ 1,285,193

$

Pegasus
643,347
44,463
102,359
90,311
941
5,945
38,747
200,303
35,062
7,805
29,507
$ 1,198,790

$

(2)
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Project management and social and community costs include payments made to key management personnel (see Note 16).
Costs for the Condor Project incurred since acquisition of EGX on November 1, 2016 (see Note 5).
(3)
Concessions acquired under option agreement with Proyectmin S.A., a related party.

(1)

Cumulative E&E incurred, end of year

Cumulative E&E incurred, beginning of
year(2)
E&E incurred during the year

Cascas(3)
$ 95,263
6,743
3,035
1,641
861
2,700
180
17,870
4,242
$ 132,535

$

$

64,752

64,752

Quimi(3)
18,922
6,405
473
1,152
17,418
17,532
1,755
1,095
$ 64,752

$

$

94,165

267
93,898

Santa
Elena(3)
7,767
5,838
2,468
9,815
1,003
4,146
3,436
35,310
17,531
884
5,700
$ 93,898

$

$

The Business’ exploration and evaluation expenditures on its projects for the year ended December 31, 2017 is as follows:

Exploration and evaluation expenditures

Mineral rights
Legal fees
Assays / Sampling
Camp
Camp access and improvements
Drilling
Environmental
Field office
Geological consulting
Geological and field staff
Project management(1)
Social and community(1)
Share-based payment (Note 10)
Transportation and accommodation
Costs incurred during the year

(b)

EXPLORATION AND EVALUATION ASSETS AND EXPENDITURES (continued)

(expressed in U.S. dollars)

Year ended December 31, 2017 and two months ended December 31, 2016

LUMINEX RESOURCES BUSINESS
NOTES TO THE CARVE-OUT COMBINED FINANCIAL STATEMENTS
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$

$

78,281

78,281

Tarqui(3)
$ 31,507
5,677
445
20,905
17,531
795
1,421
$ 78,281

1,776
127,661
$ 129,437

$

Tres
Picachos
$ 47,621
1,261
11,265
17,809
608
2,244
1,152
38,570
638
6,493
$ 127,661

$

$

32,433

32,433

Yawi
12,778
4,475
215
654
1,266
835
1,152
5,781
256
5,021
$ 32,433
$

$

$

6,296,025

375,915
5,920,110

TOTAL
1,336,999
153,617
279,387
381,050
71,569
318,678
11,116
592,000
313,446
1,529,125
262,084
191,918
118,529
360,592
$ 5,920,110
$

8.

(3)

(2)

(1)

$

Cumulative E&E incurred, beginning of period(2)
E&E incurred during the period
Cumulative E&E incurred, end of period
259,491
259,491
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Project management and social and community costs include payments made to key management personnel (see Note 16).
Costs for the Condor Project incurred since acquisition of EGX on November 1, 2016 (see Note 5).
Concessions under option agreement with Proyectmin S.A., a related party.

$

$

Condor
530
10,426
3,191
94,674
17,875
43,312
13,969
14,227
53,482
7,805
$ 259,491

$

$

1,776
1,776

Orquideas
$
1,776
$
1,776

$

$

$

26,202
26,202

Palma
Real(3)
26,202
$ 26,202

$

$

86,403
86,403

Pegasus
86,403
$
86,403
$

The Business’ exploration and evaluation expenditures on its projects for the two months ended December 31, 2016 is as follows:

Exploration and evaluation expenditures (continued)

Mineral rights
Camp
Drilling
Field office
Geological consulting
Geological and field staff
Project management(1)
Social and community(1)
Share-based payment (Note 10)
Transportation and accommodation
Costs incurred during the year

(b)

EXPLORATION AND EVALUATION ASSETS AND EXPENDITURES (continued)

(expressed in U.S. dollars)

Year ended December 31, 2017 and two months ended December 31, 2016
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$

$

267
267

Santa
Elena(3)
267
$
267
$

$

$

1,776
1,776

Tres
Picachos
$
1,776
$
1,776

$

$

375,915
375,915

TOTAL
113,402
10,426
3,191
94,674
17,875
43,312
17,521
14,227
53,482
7,805
$
375,915
$

LUMINEX RESOURCES BUSINESS
NOTES TO THE CARVE-OUT COMBINED FINANCIAL STATEMENTS
Year ended December 31, 2017 and two months ended December 31, 2016
(expressed in U.S. dollars)
9.

NON-CONTROLLING INTEREST (“NCI”)
The following table summarizes information related to the Business’s non-controlling interest which has a 10% interest in
Condormining Corporation S.A. (see Note 18), which in turn holds Bestminers S.A. and Condor Mine S.A.:
As at
Current assets
Non-current assets
Current liabilities
Net assets
NCI percentage
Net assets of individual entities attributable to the NCI
Adjustments on consolidation of individual entities subject to NCI

December 31, 2017
$
119,042
24,460,750
(359,849)
24,219,943
10%
2,421,994
2,112,620

December 31, 2016
$
113,589
22,113,210
(132,570)
22,094,229
10%
2,209,423
2,577,429

Net assets attributable to the NCI

$

$

Net loss and comprehensive loss
NCI percentage

Year ended
December 31, 2017
$
2,522,380
10%

Two months ended
December 31, 2016
$
162,690
10%

Net loss and comprehensive loss attributable to NCI

$

$

4,534,614

252,238

4,786,852

16,269

The entities subject to a NCI incurred the following cash expenditures during the year ended December 31, 2017: (i)
$3,108,069 on operating activities (two months ended December 31, 2016 - $168,323); and (ii) $22,849 on investing
activities (two months ended December 31, 2016 - $Nil).
10.

OWNER’S NET INVESTMENT
Lumina’s investment in the operations of the Business is presented as owner’s net investment in the carve-out combined
financial statements.
Lumina has a stock option plan whereby it may grant options to directors, officers, employees and consultants of Lumina.
Share-based payment expense, which is included in owner’s net investment, was allocated to the Business based on
specific expenses related to project expenditures or on a pro-rata basis as described in Note 3(b) for non-exploration and
evaluation expenditures. Share-based payments amounts recorded in these carve-out combined financial statements
include allocations of $487,535 (two months ended December 31, 2016 - $189,928) related to fees, salaries and other
employee benefits and $118,529 (two months ended December 31, 2016 - $53,482) related to exploration and evaluation
expenditures.

11.

12.

FEES, SALARIES AND OTHER EMPLOYEE BENEFITS

Fees and salaries
Share-based payments (Note 10)

Year ended
December 31, 2017
$
520,125
487,535

Two months ended
December 31, 2016
$
174,712
189,928

Fees, salaries and other employee benefits

$

$

1,007,660

364,640

CAPITAL RISK MANAGEMENT
It is the Business’ objective when managing capital to safeguard its ability to continue as a going concern in order that it
may continue to explore and develop its mineral properties and continue its operations for the benefit of its shareholders.
The Business’ objectives when managing capital are to:
(a)
(b)

continue the exploration and development of its mineral properties; and
support any expansion plans.

The Business considers its equity, which includes owner’s net investment and accumulated deficit as capital. The
Business is dependent on funds provided by Lumina to carry out its planned exploration and development activities on its
mineral properties and to continue to pay administrative costs. There have not been any changes to the Business’ capital
management objective, policies and processes compared to the prior year. The Business is not subject to any externally
imposed capital requirements.
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LUMINEX RESOURCES BUSINESS
NOTES TO THE CARVE-OUT COMBINED FINANCIAL STATEMENTS
Year ended December 31, 2017 and two months ended December 31, 2016
(expressed in U.S. dollars)
13.

FINANCIAL INSTRUMENTS
(a)

Categories of financial assets and financial liabilities
The Business’ financial assets and financial liabilities are categorized as follows:

Cash
Receivables
Environmental deposits
Accounts payable and accrued
liabilities

Category
Loans and receivables
Loans and receivables
Loans and receivables
Other financial liabilities

December 31, 2017
$
467,055
22,557
163,139

December 31, 2016
$
177,674
22,557
155,689

709,305

527,361

The recorded amounts for cash, receivables, environmental deposits and accounts payable and accrued
liabilities approximate their fair value due to the short-term maturities of these instruments and/or the market
interest rate being earned or charged thereon. Income earned on the Business’ cash and cash equivalents has
been disclosed in the carve-out combined statements of comprehensive loss under the caption “interest income
and other.”
(b)

Fair Value Measurements
The fair value of financial assets and financial liabilities at amortized cost is determined in accordance with
generally accepted pricing models based on discounted cash flow analysis or using prices from observable
current market transactions.
The fair value of financial instruments that are measured subsequent to initial recognition at their fair value, is
measured within a ‘fair value hierarchy’ which has the following levels:
(i)
(ii)

(iii)

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities
Level 2: valuation techniques using inputs other than quoted prices included in Level 1 that are
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices);
and
Level 3: valuation techniques using inputs for the asset or liability that are not based on observable
market data (unobservable inputs).

The Business did not have any financial instruments that were measured and recorded on the balance sheet
using Level 2 or 3 valuation techniques.
14.

FINANCIAL INSTRUMENT RISKS
The Business is exposed to various risks in relation to financial instruments. The main types of risk are credit risk, liquidity
risk and market risk. These risks arise from the normal course of the Business’ operations and all transactions undertaken
are to support the Business’ ability to continue as a going concern. The risks associated with financial instruments and the
policies on mitigation of such risks are set out below. Management manages and monitors these exposures to ensure
appropriate measures are implemented in a timely and effective manner.
(a)

Credit Risk
The Business considers that its cash, receivables and environmental deposits are exposed to credit risk,
representing maximum exposure of $652,751 (2016 - $355,920). Credit risk is the risk that one party to a
financial instrument will fail to discharge an obligation and cause the other party to incur a financial loss. The
Business’ exposure to credit risk on its cash is minimized by maintaining these assets with high-credit quality
financial institutions. At December 31, 2017, the Business’ cash was held at two financial institutions (2016 –
four financial institutions).

(b)

Liquidity Risk
Liquidity risk is the risk that the Business will be unable to meet its financial obligations as they become due.
The Business manages liquidity risk by ensuring that it has sufficient cash available to meet its obligations.
These requirements are met through a combination of cash on hand, disposition of assets, and from funding
provided by Lumina in the form of Owner’s investment.
At December 31, 2017, the Business’ current liabilities consisted of trade and other payables of $709,305 (2016
- $527,361) which are due primarily within three months from the period end. The Business is reliant on owner
investments to fund operations.
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14.

FINANCIAL INSTRUMENT RISKS (continued)
(c)

Market Risks
The significant market risk exposures to which the Business is exposed are interest rate risk and currency risk.
Interest Rate Risk
Interest rate risk is the risk that the future cash flows and fair values of the Business will fluctuate because of
changes in market interest rates. Based on the Business’ cash as at December 31, 2017 and 2016, and
assuming that all other variables remained constant, a 1% increase or decrease in interest rates would not have
a material impact on net income.
Currency Risk
The functional currency of the Business and its subsidiaries is the U.S. dollar. The carrying amounts of financial
assets and financial liabilities denominated in currencies other than the U.S. dollar are subject to fluctuations in
the underlying foreign currency exchange rates. Gains and losses on such items are included as a component
of net loss for the period.
The Business is exposed to currency risks arising from fluctuations in foreign exchange rates primarily among
the U.S. dollar and Canadian dollar and the degree of volatility of these rates. While the Business incurs the
majority of its expenditures in U.S. dollars, G&A expenses are primarily paid in Canadian dollars. The Business
does not use derivative instruments to reduce its exposure to foreign exchange and currency risks. The
Business’ exposure to foreign currency risks on cash balances held in foreign currencies is not expected to be
significant.
Each of the tables below shows the impact that a 1% fluctuation in foreign currency rates compared to the U.S.
dollar would have on the Business’ consolidated loss, comprehensive loss and equity based upon the assets
held at each date disclosed.
The foreign exchange risk exposure of the Business’ cash and accounts payable and accrued liabilities, as at
December 31, 2017 is as follows:

Financial Instrument Type
Cash
Accounts payable and accrued liabilities

$

U.S. Dollar
656
(29,160)

Total

$

(28,504)

Currency
CAD dollar
CAD dollar

$

$

+/- 1%
Fluctuation
6
(6)
(292)
292
(286)

286

The foreign exchange risk exposure of the Business’ cash and accounts payable and accrued liabilities, as at
December 31, 2016 is as follows:

15.

Financial Instrument Type
Cash
Accounts payable and accrued liabilities

$

U.S. Dollar
47,565
(86,083)

Total

$

(38,518)

Currency
CAD dollar
CAD dollar

$

$

+/- 1%
Fluctuation
475
(475)
(861)
861
(386)

386

SEGMENTED DISCLOSURE
The Business is organized into business units based on the location of its mineral properties and has one reportable operating
segment, being that of the acquisition, exploration and evaluation of mineral properties in Ecuador. Reporting to the chief
decision makers is carried out on a combined basis.
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16.

GROUP INFORMATION AND RELATED PARTY TRANSACTIONS
Information about subsidiaries
The carve-out combined financial statements include the following companies, all of which are under the control of Lumina:

Country of Incorporation
1083651 B.C. Ltd.*
Canada
Ecuador Gold Holdings Ltd
Canada
EMH S.A.*
Ecuador
Condormining Corporation S.A.*
Ecuador
Corporacion FJTX Exploration S.A.*
Ecuador
Bestminers Ecuador S.A.*
Ecuador
Condor Mine S.A.*
Ecuador
* Acquired on November 1, 2016 as part of the acquisition of EGX (see Note 5).

% Equity interest at December 31,
2017
2016
100
100
100
100
100
100
90
90
100
100
90
90
90.1
90.1

Related party expenses and balances
Lumina incurs various expenses with related parties which will also provide services to the Business. Accordingly, the following
expenses with Lumina’s related parties have been disclosed on a pro-rata basis in line with the allocation of the related
expenses in these carve-out combined financial statements:

Company
Miedzi Copper Corp.
Miedzi Copper Corp.
Miedzi Copper Corp.
Mozow Copper Sp. z o. o.
Hathaway Consulting Ltd.
Koval Management Inc.
La Mar Consulting Inc.
Lyle E Braaten Law Corp.
Zen Capital & Mergers Ltd.

Nature of transactions
E&E (geological)
G&A
Fees
E&E (field office)
Fees
Fees
E&E (social and community)
Fees
Fees

Year ended
December 31, 2017
$
31,488
37,223
203,307
1,579
99,873
123,864
75,658
56,786
2,539

Two months ended
December 31, 2016
$
7,004
5,786
51,532
30,203
45,134
36,119
624

$

$

632,317

176,402

Key management personnel compensation
Key management of the Business are considered to be the directors and officers of Lumina. The aggregate value of
compensation to key management personnel, allocated on a pro-rata basis as described in Note 3(b), includes the following:
Year ended
December 31, 2017

Two months ended
December 31, 2016

Short-term benefits (i)
Share-based payments (ii)

$

661,152
421,346

$

195,994
161,816

Total remuneration

$

1,082,498

$

357,810

(i) Short-term benefits include fees and salaries, including where those costs have been allocated to E&E expenditures (see Note 8(b)).
(ii) Share-based payments are the allocation of the cost of options granted by Lumina as expensed in the statement of comprehensive loss.
(iii) Key management personnel were not paid post-employment benefits, termination benefits, or long-term benefits during the year ended
December 31, 2017 and the two months ended December 31, 2016.
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17.

TAXES
For purposes of these carve-out combined financial statements, income taxes have been calculated by combining the
separate tax positions of the individual entities that are included in the Business, as identified in Note 16.
Deferred tax assets and liabilities are recognized for temporary differences between the carrying amount of the balance
sheet items and their corresponding tax values as well as for the benefit of losses available to be carried forward to future
years for tax purposes that are likely to be realized. Deferred tax assets have not been recognized for the temporary
differences noted below as the Business does not presently have sufficient evidence to establish that it is probable that
the respective entities to which they relate will generate future taxable income against which to utilize the temporary
differences.

December 31, 2017
Deferred income tax assets
Exploration and evaluation asset
Non-capital income tax losses carried forward
Other assets

$

1,075,000
1,749,000
9,000

December 31, 2016

$

25,000
1,247,000
61,000

2,833,000
(2,833,000)

Unrecognized deferred income tax assets
$

-

1,333,000
(1,333,000)
$

-

Reconciliation of income tax computed at statutory rates to the reported income tax provision is as follows:
Year ended December 31,
2017
2016
Loss before income taxes

$

Canadian statutory rate

(7,463,364)

$

26%

Income tax benefit computed at Canadian statutory rates
Permanent differences
Other
Foreign income taxed at other than Canadian statutory rates
Change in unrecognized deferred tax assets

(844,683)
26%

$

(1,940,000)
159,000
81,000
200,000
1,500,000

$

(220,000)
64,000
32,000
6,000
118,000

$

-

$

-

At December 31, 2017, the Business has Canadian non-capital income tax losses carried forward of approximately
$4,173,000 expiring in various years to 2037, that may be available to offset future taxable income. The Business also has
net operating losses which can be carried forward in Ecuador for five years of approximately $767,000.
The Business’ other deductible temporary differences are comprised principally of $4,888,000 in relation to exploration
and evaluation assets and land in Ecuador and $33,000 in share issue costs in Canada.
18.

COMMITMENTS
As at December 31, 2017, the Business has entered into agreements that include rental of office space and infrastructure
improvements for various project areas that require minimum payments in the aggregate as follows:

Within one year
After one year but not more than five years
More than five years

$

37,000
-

$

37,000

In addition, the Business is obligated to fulfil certain investment obligations on its mineral concessions in Ecuador
pursuant to the following rules:
(a)

New concessions granted to the Business as part of the public tender process (see Note 8(a)) require minimum
expenditures per year (commencing on the registration date of the concession with the Government of Ecuador)
as follows:
i.
ii.

$5 per hectare for each of Years 1 and 2; and
$10 per hectare for each of Years 3 and 4.
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18.

COMMITMENTS (continued)
Should the Business determine that it no longer wishes to maintain a concession that was granted under the
public tender process it is only required to have spent up to the required per hectare amount up until the date of
the letter of resignation from the concession.
The Business’ commitment for concessions under the public tender process, based on the concessions held at
December 31, 2017, is as follows:

Year ended December 31, 2018
Year ended December 31, 2019
Year ended December 31, 2020
Year ended December 31, 2021

(b)

$

615,000
1,167,000
1,185,000
1,288,000

$

4,255,000

When applying for new concessions via the public tender process in Ecuador, the Business, either directly or
under option agreement, presented its investment offers for each concession. The investment offer represents the
total amount that is required to be spent in order to maintain possession of the concession area at the end of the
four-year investment period required by the Government of Ecuador. Accordingly, should the Business wish to
retain possession of all the concession areas it holds as at December 31, 2017, the Business’ commitment is as
follows:

Year ended December 31, 2018
Year ended December 31, 2019
By dates ranging from December 15, 2020 – July 24, 2021 (the 4-year anniversary
dates of concessions granted)

$

615,000
1,167,000
20,889,000

$

22,671,000

These amounts would include any expenditures as noted in (a) above.
(c)

19.

Concessions in Ecuador that were not acquired via the public tender process (i.e. the Condor Project) require the
Business to submit an annual expenditure plan to the Government of Ecuador outlining the minimum amount of
committed expenditures for the upcoming year. The total obligation of the Business for these concession areas for
the year ending December 31, 2018 is approximately $351,000.

POST-REPORTING DATE EVENT
On June 20, 2018 Lumina signed a formal earn-in agreement (the "Earn-In Agreement") with First Quantum Minerals Ltd.
("FQM") relating to the Orquideas and Cascas concessions (the "Properties"). Upon conclusion of the Arrangement, the
Earn-In Agreement will be assigned to the Business. Under the terms of the Earn-In Agreement, FQM has committed to
fund a minimum of $1.5 million in exploration expenditures and fees by the end of year one, after which it can withdraw
from the agreement with no retained interest. If FQM chooses to continue funding beyond year one they would have the
right to earn 51% ownership in the Properties (“First Earn-in”) by meeting the required spending commitments over the
five year period and paying certain cash payments to Lumina and / or the Business. Spending commitments and
estimated concession license fees over the First Earn-in total $31.5 million. Pursuant to the terms of the Earn-In
Agreement, Lumina received $100,000 upon signing, and was reimbursed approximately $840,000 (as part of the
contribution commitment described above) for expenditures made on the Properties from September 2017 to mid-May
2018. In addition, cash payments of $6.9 million would be received over the duration of the First Earn-in period. FQM
would have the right under the agreement to stop funding prior to completion of the First Earn-in on either or both of the
Properties. FQM would also have the right to earn an additional 19% ownership in the Properties (“Second Earn-in”) by
solely funding all the required work up to a decision to commence commercial development of a mine, taking FQM’s
ownership in the Properties to 70%. Post the completion of the Second Earn-in, the Business would be responsible for
funding its 30% share of any capital required to develop and construct a mine at the Properties.
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SF PARTNERSHIP

Advisory. Tax. Audit.

INDEPENDENT AUDITORS' REPORT
To the Shareholders of
Ecuador Gold and Copper Corp.
Report on the Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of Ecuador Gold and Copper Corp. and its
subsidiaries, which comprise the consolidated statements of financial position as at October 31, 2016 and October 31,
2015, and the consolidated statements of loss and comprehensive loss (income), consolidated statements of cash flows
and consolidated statements of changes in shareholders' equity (deficiency) for the years then ended, and 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 as issued by the International Accounting Standards
Board, 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.
Auditors' 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 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 is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
Ecuador Gold and Copper Corp. and its subsidiaries as at October 31, 2016 and October 31, 2015, and its financial
performance and its cash flows for the years then ended in accordance with International Financial Reporting Standards
as issued by the International Accounting Standards Board.
Emphasis of Matter
Without qualifying our opinion, we draw attention to Note 2 in the consolidated financial statements which indicates that
Ecuador Gold and Copper Corp. incurred a net loss of $976,768 and cumulative losses of $13,275,204 for the year
ended October 31, 2016. These conditions, along with other matters as set forth in Note 2, indicate the existence of a
material uncertainty that may cast significant doubt about Ecuador Gold and Copper Corp.'s ability to continue as a
going concern.

Toronto, Canada
February 28, 2017

SF Partnership, LLP Chartered Accountants

LICENSED PUBLIC ACCOUNTANTS
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Consolidated Statements of Financial Position
(Expressed in Canadian dollars)
October 31, 2016
ASSETS
Current Assets
Cash
Restricted cash (note 4)
Other receivable (note 17)
Prepaid expense and other assets

$

Investment in Associate (note 5)
Advances to Related Party (note 6)
Plant and Equipment (note 7)
Intangible Assets:
Other assets
Mineral rights (note 8)
Goodwill (note 9)
Total Assets
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities (note 17)
Promissory notes payable (note 10)
Advances from related party (note 11)
Convertible debentures (note 12)
Embedded derivative on convertible debentures (note 12)

$

$

Deferred Income Tax Liability (note 13)
Total Liabilities
Shareholders' Equity
Share Capital (note 14)
Share-based Payment Reserve (note 14)
Warrant Reserve (note 14)
Warrants To Be Issued (note 14)
Cumulative Translation Reserve
Deficit
Equity
Non-controlling Interest
Total Equity
Total Liabilities and Equity

$

505,608
199,309
167,529
10,714
883,160
594,374
34,300,013
449,032
36,226,579

562,338
2,738
565,076
1,570,665
2,135,741
40,252,190
2,223,911
3,674,650
(13,275,204)
32,875,547
1,215,291
34,090,838
36,226,579

October 31, 2015

$

128,481
213,335
101,486
9,552
452,854
320,964
285,851
597,319
1,743
31,528,641
449,032
33,636,404

$

$

$

1,243,389
358,543
2,671
3,296,738
30,856
4,932,197
1,516,039
6,448,236
32,173,897
1,908,893
1,243,066
40,436
2,981,984
(12,302,676)
26,045,600
1,142,568
27,188,168
33,636,404

Commitments and Contractual Arrangements (note 15)
Subsequent Events (note 20)
APPROVED ON BEHALF OF THE BOARD OF DIRECTORS:
Signed “Lyle Braaten”
Director
The accompanying notes are an integral part of these consolidated financial statements.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Consolidated Statements of Loss and Comprehensive Loss (Income)
(Expressed in Canadian dollars)
Year ended
October 31,
2016
Revenue

$

Expenses
Management and consulting fees
Interest charge
Professional fees
Directors fees (recovery)
General and administrative
Travel
Foreign exchange loss
Investor relations
Filing and transfer agent fees
Other income
Derivative instrument (note 12)
Net Loss before Income Taxes
Deferred income taxes (recovery) (note 13)
Net Loss

$

Other Comprehensive (Income) Loss
Currency translation differences translating foreign operations
attributable to the parent
Deferred income tax relating to the currency translation attributable
to the parent
Currency translation differences translating foreign operations
attributable to non-controlling interest
Deferred income tax relating to the currency translation attributable
to non-controlling interest
Comprehensive Loss (Income)
Comprehensive Loss (Income) attributable to:
Controlling equity holders
Non-controlling interest

$

$
$

Weighted Average Number of Shares Outstanding
Loss per Share - basic and diluted

-

Year ended
October 31,
2015
$

1,041,036
3,583,715
411,881
(108,000)
44,886
35,003
410,914
2,357
86,922
5,508,714

348,731
1,300,670
158,084
58,852
16,973
679,665
24,838
49,899
2,637,712

4,531,946
976,768 $

1,129,605
1,508,107

976,768 $

(23,074)
1,485,033

(741,829)

(2,463,508)

49,163

743,395

(82,426)

(273,723)

5,463
207,139

279,862
(72,723)
207,139

$

$
$

26,893,491
$

-

0.04

82,599
(426,204)

(237,419)
(188,785)
(426,204)
25,319,334

$

The accompanying notes are an integral part of these consolidated financial statements.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Consolidated Statements of Cash Flows
(Expressed in Canadian dollars)
Year ended
October 31,
2016
Cash provided by (used in):
Operating Activities:
Net loss for the year
Adjustments for non-cash items:
Non-cash interest and accretion
Gain on derivative instrument
Share-based compensation

$

(976,768) $

Year ended
October 31,
2015

(1,485,033)

3,583,715
(4,531,946)
315,018

1,194,967
(1,129,605)
23,450

19,509
(66,043)
(961)
1,636,014
(21,462)

(7,904)
(16,336)
46,139
17,802
(707,167)
(2,063,687)

(1,821,955)
(1,821,955)

(1,518)
(1,791,078)
(1,792,596)

329,125
(358,543)
2,265,350
2,235,932

633,969
124,670
(205,696)
3,262,232
3,815,175

Impact of foreign exchange on cash

(15,388)

(2,265)

Net increase (decrease) in cash

377,127

(43,373)

Cash - beginning of year

128,481

171,854

505,608 $

128,481

Changes in non-cash working capital items:
Restricted cash
Other receivable
Prepaid expense and other assets
Deferred expenses
Accounts payable and accrued liabilities
Net Cash Used in Operating Activities
Investing Activities:
Additions to plant and equipment
Additions to mineral rights
Net Cash Used in Investing Activities
Financing Activities:
Issuance of common shares and warrants - net of issue costs
Promissory notes payable
(Repayment of) Advance from shareholders
Proceeds from (Repayment of) convertible debentures
Net Cash Provided by Financing Activities

Cash - end of year

$

Non-cash Financing Transactions:
During the year ended December 31, 2016, the Company issued common shares in settlement of various
liabilities, including conversion of all outstanding convertible debentures and accrued interest thereon.
These transactions are described further at Note 14(b) (v), (vi), (vii), (viii) and (ix).

The accompanying notes are an integral part of these consolidated financial statements.
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- (1,243,066)
315,018
2,223,911
-

(40,436)
-

692,666
(972,528)
3,674,650 (13,275,204)

1,720,113
- (1,482,694)
2,981,984 (12,302,676)

(40,436)
315,018
175,000
896,358
4,857,079
488,402
329,125
89,263
692,666
76,963
(972,528)
(4,240)
32,875,547 1,215,291

200,000
473,063
(39,094)
23,450
1,720,113
191,124
(1,482,694)
(2,339)
26,045,600 1,142,568
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The accompanying notes are an integral part of these consolidated financial statements.

On March 4, 2016, the shareholders of the Company approved a consolidation of the Company’s outstanding common shares on a 10-to-1 basis to reduce the
issued and outstanding common shares from 257,289,749 to 25,728,974. Effective March 14, 2016, the Company’s shares commenced trading on a consolidated
basis under the symbol “EGX.” All figures for common shares outstanding and earnings per share have been adjusted retrospectively and are presented on a
post-consolidation basis.

1

1,243,066
175,000
896,358
4,857,079
488,402
329,125
89,263
40,252,190

40,436

583,333
1,939,740
37,753,834
634,283
548,541
67,188,705

89,640
(428,001)
(119,480)
(296,563)
1,243,066

Subscription warrants expiry
Stock options issued
Shares for termination settlement
Shares for debt settlement
Conversion of debentures
Conversion of accrued debenture interest
Private placement
Share issue cost recovery
Other comprehensive income
Loss for the year
Balance – October 31, 2016

23,450
1,908,893

Private placement
Warrants valuation - subscription warrants
Shares for debt settlement
Share issue cost - in cash
Subscription warrants expiry
Bonus warrants expiry
Brokers' warrants expiry
Stock options issued
Other comprehensive income
Loss for the year
Balance – October 31, 2015

200,000
(89,640)
473,063
(39,094)
428,001
119,480
296,563
32,173,897

400,000
566,212
25,728,974

Balance – October 31, 2014

Common
Shares

Share- Warrants Warrants Cumulative
Deficit Shareholders’
Nonbased
Reserve
to be Translation
Equity controlling
Payment
issued
Reserve
Interest
Reserve
24,762,762 $ 30,785,524 $ 1,885,443 $ 1,997,470 $ 40,436 $ 1,261,871 $(10,819,982) $ 25,150,762 $ 953,783

Number of
1
Shares

Ecuador Gold and Copper Corp.
(An exploration stage company)
Consolidated Statements of Changes in Shareholders' Equity (Deficiency)
(Expressed in Canadian dollars)

Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
1. Nature and Continuance of Operations
Ecuador Gold and Copper Corp. (formerly Enterprise Capital Corporation (“Enterprise”) (the
“Company”) was incorporated under the Alberta Business Corporations Act on March 7, 2008.
Enterprise commenced trading on the TSX Venture Exchange as a Capital Pool Company on April
23, 2009 and later transferred its listing to NEX trading board of the Exchange on November 24,
2011. On July 10, 2012, Enterprise was acquired by Ecuador Capital Corp. (“ECC”) in a reverse
takeover transaction (“RTO”) and as a result Enterprise carries on the business of ECC and
continues pursuant to the laws of British Columbia. Effective July 10, 2012, Enterprise changed its
name to Ecuador Gold and Copper Corp. Effective July 12, 2012, Enterprise voluntarily delisted
from the NEX trading board of the Exchange and listed on the TSX Venture Exchange (“TSXV”)
with the trading symbol “EGX”. On November 1, 2016, the Company was acquired by Lumina Gold
Corp. (“Lumina”) and its shares ceased to trade on the TSXV. The Company’s registered address
is 1200 - 200 Burrard Street, Vancouver, British Columbia, Canada, V7X 1T2.
The Company is engaged in the acquisition, exploration and development of its gold mineral rights
located in Ecuador. The Company has not yet determined whether the property contains mineral
reserves that are economically recoverable.
On December 15, 2010, ECC acquired a 90% interest and control in Condormining Corporation
S.A. (“CMC”), a company that has mineral rights in gold mining properties in Ecuador.
On June 2, 2011, Corporacion FJTX Exploration S.A. (“FJTX”) was incorporated under the laws of
Ecuador as a wholly-owned subsidiary of the Company for the sole purpose of holding title to the
FJTX mineral concession.
On April 26, 2012, Ecuador Gold and Copper Inc. (“EGC”) was incorporated under the laws of
Ontario as a wholly-owned subsidiary of the Company to be the registered shareholder of the
shares of CMC constituting 90% ownership of CMC and FJTX.
On November 2, 2012, CMC entered into an agreement (“Shareholders Agreement”) with Minera
Guang Shou Ecuador S.A. (“Guangshou”) with respect to JVChinapintza Mining S.A.
(“JVChinapintza”). As a result, Condormining acquired a 30% shareholder interest of
JVChinapintza.
On April 29, 2016, the Company, together with CMC, entered in an agreement (the “Termination
Agreement”) to terminate the Shareholders Agreement with Guangshou with respect to
JVChinapintza.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
2. Basis of Preparation and Going Concern
a) Statement of compliance
These consolidated financial statements of the Company have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting
Standards Board (“IASB”). These consolidated financial statements were approved and authorized
for issue by the Board of Directors on February 28, 2017.
b) Basis of preparation
These consolidated financial statements have been prepared on a historical cost basis, except for
embedded derivatives arising on convertible debentures which are at fair value, and are presented
in Canadian dollars.
c) Going concern
These consolidated financial statements have been prepared on the going concern basis which
assumes that the Company will be able to realize, in the foreseeable future, its assets and
discharge its liabilities in the normal course of business as they become due. The Company has
incurred cumulative losses of $13,275,204 as at October 31, 2016 and has reported a net loss of
$976,768 for the year ended October 31, 2016.
The ability of the Company to continue as a going concern is dependent upon successfully
obtaining additional financing, entering into a joint venture, a merger or other business combination
transaction involving a third party, sale of all or a portion of the Company’s assets, the outright sale
of the Company, the successful development of the Company’s mineral property interests or a
combination thereof.
The Company believes that, based on forecasts and the ability to reduce expenditures if required,
along with indications of shareholder support, it will be able to continue as a going concern for the
foreseeable future. However, as noted above, the Company will require additional funding in the
future. There can be no assurance that management’s plans will be successful. These factors
indicate the existence of a material uncertainty that may cast significant doubt upon the Company’s
ability to continue as a going concern. These consolidated financial statements do not include any
adjustments to the recoverability and classification of recorded asset amounts and classification of
liabilities that might be necessary should the Company be unable to continue as a going concern.
Such adjustments could be material.
Although the Company has taken steps to verify title to the property on which it is conducting
exploration and in which it has an interest, in accordance with industry standards for the current
stage of exploration of such properties, these procedures do not guarantee the Company’s title.
Property title may be subject to unregistered prior agreements and non-compliance with regulatory
requirements.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
2. Basis of Preparation and Going Concern (continued)
c) Going concern (continued)
While the Company currently does not have sufficient cash on hand to continue with its exploration
programs for the immediate future, its continuance is dependent on obtaining sufficient external
financing (predominantly through the issuance of equity and/or debt), to realize the recoverability of
its investment in its mineral rights which is dependent upon the existence of economically
recoverable reserves and upon future profitable production. Although the Company was able to
obtain adequate financing in the past, there is no assurance that the Company will continue to
obtain adequate financing in the future or that the terms of such financing will be favourable.
3. Significant Accounting Policies
a) Overall considerations
The significant accounting policies that have been applied in the preparation of these consolidated
financial statements are summarized below. These accounting policies have been used throughout
all periods presented in the consolidated financial statements.
b) Basis of consolidation
These consolidated financial statements include the accounts of the Company and its whollyowned subsidiaries, ECC, FJTX and EGC and the ultimate controlled subsidiary CMC. All
intercompany transactions, balances, and unrealized gains and losses on intercompany
transactions have been eliminated. The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when assessing whether the Company
controls another entity. Where control of an entity is obtained during a financial period, its
results are included in the consolidated statements of loss and comprehensive loss from the
date on which control commences. Where control of an entity ceases during a financial
period, its results are included for that part of the period during which control existed.
Investment in associate is accounted for using the equity method and is not consolidated by
the Company in accordance with International Accounting Standard 28 Investments in
Associates and Joint Ventures (“IAS 28”).
c)

Functional currency translation
i)

Functional and presentation currency

Items included in the financial statements of each consolidated entity in the group are
measured using the currency of the primary economic environment in which the entity
operates (the “functional currency”). The consolidated financial statements are presented in
Canadian dollars, which is the reporting parent’s functional currency. The functional currency
of the reporting parent’s wholly-owned subsidiaries, ECC, FJTX and EGC, is the Canadian
dollar and the reporting parent’s ultimate controlled subsidiary CMC is the United States
dollar (“USD”).
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
3. Significant Accounting Policies (continued)
c)

Functional currency translation (continued)
i)

Functional and presentation currency (Cont'd)

The financial statements of entities that have a functional currency different from that of the
reporting parent’s operations are translated into Canadian dollars as follows: assets and
liabilities – at the closing rate at the date of the statement of financial position, and income
and expenses – at the average rate of the period (as this is considered a reasonable
approximation to the actual rates). All resulting changes are recognized in other
comprehensive income or loss as cumulative translation adjustments.
When an entity disposes of its entire interest in a foreign operation, or loses control, joint
control, or significant influence over a foreign operation, the foreign currency gains or losses
accumulated in other comprehensive income or loss related to the foreign operation are
recognized in profit or loss. If an entity disposes of part of an interest in a foreign operation
which remains a subsidiary, a proportionate amount of foreign currency gains or losses
accumulated in other comprehensive income or loss related to the subsidiary are reallocated
between controlling and non-controlling interests.
ii)

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Generally, foreign exchange gains and
losses resulting from the settlement of foreign currency transactions and from the transaction
at period-end exchange rates of monetary assets and liabilities denominated in currencies
other than an operation’s functional currency are recognized in the statement of loss and
comprehensive loss (income).
d)

Cash
Cash includes cash on deposit held with reputable financial institutions.

e)

Restricted cash
Restricted cash consists of amounts deposited as security for environmental obligations in
Ecuador which are not readily available for use by the Company.

f)

Plant and equipment
Plant and equipment is stated at cost less accumulated amortization and accumulated
impairment losses, if any. Cost includes expenditures that are directly attributable to the
acquisition of the asset. Subsequent costs are included in the asset’s carrying amount or
recognized as a separate asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Company and the cost can be measured
reliably. The carrying amount of a replaced asset is derecognized when replaced. Repairs
and maintenance costs are charged to the statement of income or loss during the period in
which they are incurred.
- 10 L-11

Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
3. Significant Accounting Policies (continued)
f)

Plant and equipment (continued)
The major categories of plant and equipment are amortized on a straight line basis as
follows:
Building
Furniture and equipment
Computer hardware

20 years
10 years
3 years

The Company allocates the amount initially recognized in respect of an item of plant and
equipment to its significant parts and amortizes separately each such part. Residual values,
method of amortization and useful lives of the assets are reviewed annually and adjusted if
appropriate. Gains and losses on disposal of plant and equipment are determined by
comparing the proceeds with the carrying amount of the asset and are included as part of
other gains and losses in the consolidated statement of income or loss during the period
incurred.
g)

Financial instruments
Financial assets and liabilities are recognized when the Company becomes a party to the
contractual provisions of the instrument. Financial assets are derecognized when the rights to
receive cash flows from the assets have expired or have been transferred and the Company
has transferred substantially all risks and rewards of ownership.
Financial assets and liabilities are offset and the net amount reported in the statement of
financial position when there is a legally enforceable right to offset the recognized amounts
and there is an intention to settle on a net basis, or realize the asset and settle the liability
simultaneously.
At initial recognition, the Company classifies its financial instruments in the following
categories depending on the purpose for which the instruments were acquired:
i) Financial assets and liabilities at fair value through profit or loss
A financial asset or liability is classified in this category if acquired principally for the purpose
of selling or repurchasing in the short-term. Derivatives are also included in this category
unless they are designated as hedges.
Financial instruments in this category are recognized initially and subsequently at fair value.
Transaction costs are expensed in the consolidated statement of income or loss. Gains and
losses arising from changes in fair value are presented in the consolidated statement of
income or loss within other gains and losses in the period in which they arise. Financial
assets and liabilities at fair value through profit and loss are classified as current except for
the portion expected to be realized or paid beyond twelve months of the statement of
financial position date, which are classified as non-current.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
3. Significant Accounting Policies (continued)
g)

Financial instruments (continued)
i) Financial assets and liabilities at fair value through profit or loss (continued)
Derivatives may be embedded in other financial and non-financial instruments (the "host
instrument"). Embedded derivatives are treated as separate derivatives when their economic
characteristics and risks are not clearly and closely related to those of the host instrument,
the terms of the embedded derivative are the same as those of a stand-alone derivative, and
the combined contract is not held for trading or designated at fair value. These embedded
derivatives are measured at fair value with subsequent changes recognized in the
consolidated statement of comprehensive loss as other gains and losses. The embedded
derivative is classified under financial assets and liabilities at fair value through profit or loss
ii) Available-for-sale investment
Available-for-sale investments are non-derivatives that are either designated in this category
or not classified in any of the other categories. The Company at this time does not have any
financial instruments in this category.
Available-for-sale investments are recognized initially at fair value plus transaction costs and
are subsequently carried at fair value. Gains or losses arising from changes in fair value are
recognized in other comprehensive income or loss. Available-for-sale investments are
classified as non-current, unless the investment matures within twelve months, or
management expects to dispose of them within twelve months.
Interest on available-for-sale investments, calculated using the effective interest method, is
recognized in the statement of income or loss as part of interest expense or income.
Dividends on available-for-sale equity instruments are recognized in the consolidated
statement of income or loss as part of other gains and losses when the Company’s right to
receive payment is established. When an available-for-sale investment is sold or impaired,
the accumulated gains or losses are moved from accumulated other comprehensive income
or loss to the consolidated statement of income or loss and included in other gains and
losses.
iii) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. The Company’s loans and receivables are
comprised of cash, restricted cash, and other receivable and are included in current assets
due to their short-term nature. Loans and receivables are initially recognized at fair value and
subsequently measured at amortized cost using the effective interest method less a provision
for impairment, if any.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
3. Significant Accounting Policies (continued)
g)

Financial instruments (continued)
iv) Held to maturity investments
Held to maturity investments are non-derivative financial assets with no fixed or determinable
payments and fixed maturities that the Company’s management has the intention and ability
to hold to maturity. These assets are measured originally at fair value and subsequently at
amortized cost using the effective interest rate method. If there is objective evidence that the
investment is impaired, the financial asset is measured at the estimated present value of
future cash flows discounted at the entity’s original effective interest rate. Any changes to the
carrying amount of the investment are recognized in the statement of income or loss. The
Company at this time does not have any held to maturity investments.
v) Other financial liabilities
Other financial liabilities are non-derivative liabilities recognized initially at fair value and
subsequently measured at amortized cost using the effective interest method. Other financial
liabilities are classified as current liabilities if payment is due within twelve months. Otherwise,
they are presented as non-current liabilities.
The Company has classified its accounts payable and accrued liabilities, promissory notes
payable and convertible debentures as other financial liabilities.

h)

Impairment of financial assets
At each reporting date, the Company assesses whether there is objective evidence that a
financial asset is impaired. If such evidence exists, the Company recognizes an impairment
loss, as follows:
(i) Financial assets carried at amortized cost
The loss is the difference between the amortized cost of the financial asset and the present
value of the estimated future cash flows, discounted using the instrument’s original effective
interest rate. The carrying amount of the asset is reduced by this amount either directly or
indirectly through the use of an allowance account. The amount of the impairment is
recognized in the consolidated statement of income or loss.
Impairment losses on financial assets carried at amortized costs may be reversed in
subsequent periods if the amount of the loss decreases and the decreases can be related
objectively to an event occurring after the impairment was recognized. The impairment loss
is the difference between the original cost of the asset and its fair value at the measurement
date, less any impairment losses previously recognized in the statement of loss. This amount
represents the cumulative loss in the accumulated other comprehensive loss that is
reclassified to net loss.
Impairment losses on available-for-sale equity instruments are not reversed.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
3. Significant Accounting Policies (continued)
i)

Goodwill
Goodwill arising from acquisitions is recognized as an asset and measured at fair value,
being the excess of the consideration transferred over the Company's interest in the net fair
value of the identifiable assets, including intangible assets, liabilities and contingent liabilities
recognized. If the Company's interest in the net fair value of the acquiree's identifiable assets,
liabilities and contingent liabilities exceeds the cost of the business combination, the excess
is recognized immediately in the consolidated statement of comprehensive income. The
interest of non-controlling shareholders in the acquiree, if any, is measured at the noncontrolling shareholders' proportion of the net fair value of the assets, liabilities and
contingent liabilities recognized. Transaction costs, other than those associated with the
issuance of debt and equity securities that the Company incurs in connection with the
business combination, are expensed as incurred.

j)

Revenue recognition
Revenue will be recorded when the fair value of the consideration is received or receivable
and will be recognized to the extent that it is probable that the economic benefits will flow to
the Company and when the revenue can be reliably measured.
Interest income is recognized as it accrues using the effective interest method.

k)

Non-controlling interests
Non-controlling interests represent equity interests in subsidiaries owned by outside parties.
The share of net assets of subsidiaries attributable to non-controlling interests is presented
as a component of equity. Their share of net income or loss and comprehensive income or
loss is recognized directly in equity. Changes in the parent company’s ownership interest in
subsidiaries that do not result in a loss of control are accounted for as an equity transaction.

l)

Comprehensive income or loss
Comprehensive income or loss is the change in equity of an enterprise during a period from
transactions, events and circumstances other than those under the control of management
and the owners. It includes all changes in equity during a period except those resulting from
investments by owners and distributions to owners. The Company reports comprehensive
income or loss in its consolidated statement of loss and comprehensive loss and in its
consolidated statement of changes in equity.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
3. Significant Accounting Policies (continued)
m)

Taxes
Tax expense comprises current and deferred tax. Current tax and deferred tax are
recognized in profit and loss except to the extent that it relates to a business combination, or
items recognized directly in equity or in other comprehensive income.
Current tax
Current tax is the expected tax payable on the taxable income or loss for the year, using tax
rates enacted or substantively enacted at the reporting date, and any adjustment to tax
payable in respect of previous years.
Deferred tax
Deferred taxes are calculated using the liability method on temporary differences between the
carrying amounts of assets and liabilities and their tax bases. However, deferred tax is not
recognized on the initial recognition of goodwill, on the initial recognition of assets or liabilities
in a transaction that is not a business combination and that affects neither accounting nor
taxable profit or loss at the time of the transaction, and on temporary differences relating to
investments in subsidiaries and jointly controlled entities where the reversal of these
temporary differences can be controlled by the Company and it is probable that reversal will
not occur in the foreseeable future.
Deferred tax assets and liabilities are measured, without discounting, at the tax rates that are
expected to apply when the assets are recovered and the liabilities settled, based on tax
rates that have been enacted or substantively enacted by the reporting date.
A deferred tax asset is recognized for unused tax losses, tax credits and deductible
temporary differences, to the extent that it is probable that future taxable profits will be
available against which they can be utilized. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow the related tax benefit to be utilized.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to set off
current tax assets against current tax liabilities, and they relate to income taxes levied by the
same tax authority on the same taxable entity, or on different taxable entities which intend
either to settle current tax liabilities and assets on a net basis, or to realize the assets and
settle the liabilities simultaneously, in each future period in which significant amounts of
deferred tax liabilities and assets are expected to be settled or recovered.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
3. Significant Accounting Policies (continued)
m)

Taxes (continued)
Sales tax
Expenses and assets are recognized net of the amount of sales tax except:
• When the sales tax incurred on a purchase of assets or services is not recoverable
from the taxation authority, in which case the sales tax is recognized as part of the cost of
acquisition of the asset or as part of the expense item, as applicable; or
• When receivables and payables are stated with an amount of sales tax included.
The net amount of sales tax recoverable from, or payable to, the taxation authority is included
as part of receivables or payables in the balance sheet.

n)

Identifiable intangible assets
The Company’s intangible assets include acquired computer software and mineral rights
with finite useful lives. Computer software assets are capitalized and amortized on a straight
line basis as follows:
Software

3 years

Mineral Rights
The Company is in the exploration stage and defers all expenditures related to its acquired
mineral rights until such time as the property is put into commercial production, sold or
abandoned. Under this method, the amounts reported represent costs incurred to date less
amounts amortized and/or written off, and do not necessarily represent present or future
values.
i) Pre-Exploration
Pre-exploration costs in areas where a legal right to explore has not been obtained are
expensed as incurred.
ii) Exploration and evaluation expenditures
Exploration and evaluation (‘E&E’) costs incurred after the legal right to explore is obtained,
but before technical feasibility and commercial viability of the project have been
demonstrated are capitalized as E&E assets. These include the costs of acquiring the
licenses and directly attributable general and administrative costs. All applicable costs are
capitalized as either tangible or intangible E&E assets depending on the nature of the assets
acquired. The costs are accumulated in cost centers by exploration area.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
3. Significant Accounting Policies (continued)
n)

Identifiable intangible assets (continued)
iii) Development and production costs
When technical feasibility and commercial viability of a property is established and the
Company determines that it will proceed with development, all E&E costs attributable to that
area are reclassified to construction in progress within property, plant and equipment or as
intangible assets depending on the nature of the expenditure. If economically recoverable
ore deposits are developed, the capitalized costs of the related property will be amortized
using the unit-of-production method following the commencement of production.

o)

Impairment of non-financial assets
Non-financial assets are reviewed for impairment if there is any indication that the carrying
amount may not be recoverable. If an indication exists, the recoverable amount of the asset
is estimated in order to determine whether an impairment exists. Where the asset does not
generate cash flows that are independent from other assets, the Company estimates the
recoverable amount of the cash-generating unit (“CGU”) to which the asset belongs. Any
intangible asset with an indefinite useful life, including goodwill, is tested for impairment
annually and whenever there is an indication that the asset may be impaired. A CGU
recoverable amount is the higher of fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the CGU.
If the recoverable amount of an asset or CGU is estimated to be less than its carrying
amount, the carrying amount is reduced to the recoverable amount. Impairment losses
recognized in respect of CGUs are allocated first to reduce the carrying amount of any
goodwill allocated to CGUs and then to reduce the carrying amount of the other assets in the
unit on a pro-rata basis. Impairment is recognized immediately in the consolidated statement
of profit or loss. Where an impairment subsequently reverses, the carrying amount is
increased to the revised estimate of recoverable amount but only to the extent that this does
not exceed the carrying value that would have been determined if no impairment had
previously been recognized. Impairment losses related to goodwill are not reversed.
Industry specific indicators for an impairment review on mineral rights and capitalized
exploration related expenditures arise typically when one of the following circumstances
applies:
•
•
•
•

Substantive expenditure on further exploration and evaluation activities is neither
budgeted nor planned;
Title to the asset is compromised;
Adverse changes in variations in commodity prices and markets; and
Variations in the exchange rate for the currency of operation.

The Company has determined that its non-financial assets are not impaired as at October 31,
2016.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
3. Significant Accounting Policies (continued)
p)

Restoration, rehabilitation and environmental obligations
An obligation to incur restoration, rehabilitation and environmental costs arise when the
environmental disturbance is caused by the exploration or development of a mineral property
interest. Such costs arising from the decommissioning of plant, other site preparation work,
and water and soil management, discounted to their net present value, are provided for and
capitalized at the start of each project to the carrying amount of the asset, along with a
corresponding liability as soon as the obligation to incur such costs arises. The timing of the
actual rehabilitation expenditure is dependent on a number of factors such as the life and
nature of the asset, the operation license conditions and, when applicable, the environment in
which the mine operates.
Discount rates using a pre-tax rate that reflects the time value of money are used to calculate
the net present value. These costs are charged against profit or loss over the economic life of
the related asset, through amortization using either the unit-of-production or the straight line
method. The corresponding liability is progressively increased as the effect of discounting
unwinds creating an expense.
Decommissioning costs are also adjusted for changes in estimates. Those adjustments are
accounted for as a change in the corresponding capitalized cost, except where a reduction in
costs is greater than the unamortized capitalized cost of the related assets, in which case the
capitalized cost is reduced to nil and the remaining adjustment is recognized in profit or loss.
The operations of the Company have been, and may in the future be, affected from time to
time in varying degrees by changes in environmental regulations, including those for site
restoration costs. Both the likelihood of new regulations and their overall effect upon the
Company are not predictable.
The Company has no material restoration, rehabilitation or environmental obligations as any
disturbances to date are immaterial.

q)

Share-based payments
The Company has a stock-based compensation plan, which is described in note 14(c). The
Company uses the fair value method, utilizing the Black-Scholes option pricing model, for
valuing stock options granted to directors, officers, consultants and employees. The
estimated fair value is recognized over the applicable vesting period as stock-based
compensation expense and an increase to share base payment reserve. Any consideration
paid by individuals on the exercise of stock options or purchase of stock is credited to share
capital plus the amounts originally recorded as share base payment reserve. An individual is
classified as an employee when they are an employee for legal purposes, or primarily
performing services similar to the services that would be provided by a legal employee.
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Ecuador Gold and Copper Corp.
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Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
3. Significant Accounting Policies (continued)
r)

Non-monetary transactions
Transactions with no cash consideration are measured at the fair value of either the asset
given up or the asset received, whichever is more readily determinable.

s)

Loss per share
Basic loss per share is calculated by dividing the net loss available to common shareholders
by the weighted average number of shares outstanding during the period.
Diluted earnings per share reflect the potential dilution of securities that could share in
earnings of an entity. In a loss year, potentially dilutive common shares are excluded from
the loss per share calculations as the effect would be anti-dilutive.

t)

Investment in associate
Investments over which the Company or its controlled subsidiaries (the “Group”) have
significant influence which are neither subsidiaries nor joint ventures are accounted for using
the equity method of accounting.
Under the equity method, investment in the associate is carried in the consolidated statement
of financial position at cost plus post-acquisition changes in the Group’s share of net assets
of the associate. Goodwill relating to an associate is included in the carrying amount of the
investment and is not amortized. After application of the equity method, the Group
determines whether it is necessary to recognize any impairment loss with respect to the
Group’s net investment in associate.
The Group’s share of its associate’s post-acquisition profits or losses is recognized in the
statement of profit and loss and its share of post-acquisition movements in reserves is
recognized in reserves. The cumulative post-acquisition movements are adjusted against the
carrying amount of the investment. Dividends receivable from an associate are recognized in
the parent entity’s statement of profit and loss.
When the Group’s share of losses in an associate equals or exceeds its interest in the
associate, the Group does not recognize further losses, unless it has incurred obligations or
made payments on behalf of the associate. If an associate uses accounting policies other
than those of the Group for like transactions and events in similar circumstances,
adjustments shall be made to conform the associate’s accounting policies to those of the
Group.
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Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
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3. Significant Accounting Policies (continued)
u)

Significant accounting judgments and estimates
The preparation of the Company’s consolidated financial statements in accordance with IFRS
requires management to make certain judgments, estimates and assumptions about
recognition and measurement of assets, liabilities, income and expenses. Actual results are
likely to differ from these estimates. Information about the significant judgments, estimates
and assumptions that have the most significant effect on the recognition and measurement of
assets, liabilities, income and expenses in these consolidated financial statements are
discussed below.
Significant areas requiring the use of estimates and assumptions include the review of asset
carrying values and estimated useful lives, valuation of mineral rights, goodwill, convertible
debentures, share-based payment reserves – options and warrants and recoverability of
deferred tax assets. By their nature, these estimates and assumptions are subject to
measurement uncertainty, and the impact of changes in estimates in the consolidated
financial statements of future periods could be material. These assumptions are reviewed
periodically and, as adjustments become necessary, they are reported in the statement of
consolidated income or loss in the periods in which they become known.
The critical judgements that the Company’s management has made in the process of
applying the Company’s accounting policies, apart from those involving estimations (as
discussed above), that have the most significant effect on the amounts recognized in the
Company’s consolidated financial statements are related to the economic recoverability of the
mineral rights and goodwill, level of componentization, cash generating units, definition of
segments and related parties, impairment of financial assets, the determination of functional
currency for the Company and its subsidiaries and the assumption that the Company will
continue as a going concern.

v)

Changes in accounting policies – new and amended standards and interpretations
There were a number of new standards and interpretations effective from November 1, 2015,
that the Company applied for the first time in the current year. However, none of these new
standards were directly relevant to the operations of the Company and, accordingly, the
accounting policies adopted are consistent with those of the previous financial year.

w)

Standards issued but not yet effective
The standards and interpretations that are issued, but not yet effective, up to the date of
authorization of these consolidated financial statements are disclosed below. Management
anticipates that all of the pronouncements will be adopted in the Group’s accounting policy
for the first period beginning after the effective date of the pronouncement. Information on
new standards, amendments and interpretations that are expected to be relevant to the
Group’s financial statements is provided below. Certain other new standards and
interpretations have been issued but are not expected to have a material impact on the
Company’s consolidated financial statements.
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3. Significant Accounting Policies (continued)
w)

Standards issued but not yet effective (continued)
IFRS 15 – Revenue from Contracts with Customers: The IASB issued IFRS 15 in May 2014.
The new standard provides a comprehensive framework for recognition, measurement and
disclosure of revenue from contracts with customers, excluding contracts within the scope of
the standards on leases, insurance contracts and financial instruments. IFRS 15 is effective
for annual periods beginning on or after January 1, 2018 and is to be applied retrospectively
with early adoption permitted. Management is currently evaluating the impact the final
standard is expected to have on the Company’s consolidated financial statements. This is
not expected to be significant as the Company is currently not generating operating revenues.
IFRS 9 – Financial Instruments: The IASB published the final version of IFRS 9 in July 2014.
The final standard brings together the classification, measurement, impairment and hedge
accounting phases of the IASB’s project to replace IAS 39 Financial Instruments:
Recognition and Measurement. IFRS 9 includes a loss impairment model, amends the
classification and measurement model for financial assets and provides additional guidance
on how to apply the business model and contractual characteristics test. This final version of
IFRS 9 supersedes all previous versions of IFRS 9 and is effective for annual periods
commencing on or after January 1, 2018, with early adoption permitted. Management is
currently evaluating the impact the final standard is expected to have on the Company’s
consolidated financial statements.
IFRS 16 – Leases: On January 13, 2016, the IASB published a new standard, IFRS 16,
eliminating the current dual accounting model for lessees, which distinguishes between onbalance sheet finance leases and off-balance sheet operating leases. Under the new
standard, a lease becomes an on-balance sheet liability that attracts interest, together with a
new right-of-use asset. In addition, lessees will recognize a front-loaded pattern of expense
for most leases, even when cash rentals are constant. IFRS 16 is effective for annual periods
beginning on or after January 1, 2019, with earlier adoption permitted. The Company is
assessing the impact of adopting this standard on its consolidated financial statements.

4. Restricted Cash
The Company’s restricted cash balance represents bank deposits securing an environmental
guarantee in Ecuador.
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5. Investment in Associate
On November 2, 2012, the Company’s subsidiary, CMC, entered into a Shareholders’ Agreement
(the “Shareholders Agreement”) with Minera Guang Shou Ecuador S.A (“Guangshou”) and
JVChinapintza Mining S.A (“JVChinapintza”), to form a joint development arrangement for
exploration development of the Chinapintza deposits at its Condor Gold Project in Ecuador. The
exploration development involves underground exploration drilling, sampling and mapping and the
underground gold mineral extraction operations with gold processing tailings disposal facilities.
On December 23, 2014, CMC delivered a 30 day termination notice to Guangshou for various
breaches of Guangshou’s obligations under the terms of the Shareholders Agreement. On April
29, 2016, the Company, together with CMC, entered into an agreement (the “Termination
Agreement”) to terminate the Shareholders Agreement. Pursuant to the Termination Agreement,
CMC is to retain 100% ownership and title to the Chinapintza Property and the parties release
each other from all liabilities, claims or obligations in respect of the Shareholders Agreement.
Under the terms of the Termination Agreement, the Company agreed to pay $175,000 which was
satisfied by the issuance, on July 6, 2016, of 583,333 common shares of the Company to
Chinapintza Mining Corp, the parent company of Guangshou, as described in note 14(b)(v).
6. Advances to Related Party
CMC had advances receivable from JVChinapintza which were non-interest bearing, unsecured
and were to be repaid from the net profits generated by JVChinapintza through the development
of the Chinapintza Property when it entered into a commercial production stage. The advances
were reclassified to mineral rights as a result of the Termination Agreement as described in Note 5.
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7. Plant and Equipment

$

Furniture and
equipment
$

Cost
Balance at October 31, 2014

535,377

49,707

156,409

741,493

Additions during the year
Foreign exchange movement

85,691

1,446
8,028

25,034

1,446
118,753

Balance at October 31, 2015

621,068

59,181

181,443

861,692

Additions during the year
Foreign exchange movement

15,961

1,521

4,660

22,142

Balance at October 31, 2016

637,029

60,702

186,103

883,834

Accumulated amortization
Balance at October 31, 2014

39,499

16,656

153,625

209,780

Additions during the year
Foreign exchange movement

11,384
6,892

5,555
2,944

3,074
24,744

20,013
34,580

Balance at October 31, 2015

57,775

25,155

181,443

264,373

Additions during the year
Foreign exchange movement

12,260
1,483

6,070
614

4,660

18,330
6,757

Balance at October 31, 2016

71,518

31,839

186,103

289,460

Net book value
October 31, 2016

565,511

28,863

-

594,374

October 31, 2015

563,293

34,026

-

597,319

Building
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Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
8. Mineral Rights
The cumulative cost incurred on the Company’s mineral rights is as follows:
October 31, 2016
$
31,528,641
2,317,919
453,453
34,300,013

Opening balance
Incurred during the period
Foreign exchange movement
Closing balance

October 31, 2015
$
27,559,776
1,791,078
2,177,787
31,528,641

The Condor Gold Project is an advanced stage gold property located in Ecuador.
The Condor Gold Project encompasses all the concessions named as Viche Conguime I, Viche
Conguime II, Viche Conguime III, Hitobo, FJTX, and Santa Barbara and is located in the
Zamora-Chinchipe Province, Ecuador.
9. Goodwill
The goodwill is a result of the acquisition of CMC.
10. Promissory Notes Payable
On May 29, 2015, the Company issued promissory notes for a total amount of $358,543 (GBP
177,470) to one of its consultants for outstanding payables. The promissory notes bore interest at
a rate of 12% per annum, payable monthly in arrears on the last day of the month, with interest on
overdue interest at the applicable rate, as well before and after maturity or default or judgment. The
promissory notes were due on November 28, 2015.
On April 4, 2016, the Company settled the outstanding balance on the promissory notes and
accrued interest with a payment of $352,184 (GBP 187,500) to the consultant.
11. Advances from Related Party
Advances from related party were received from ISSFA (formerly DINE S.A.), the minority interest
holder of CMC. The advances are non-interest bearing, are unsecured and are due on demand.
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12. Convertible Debentures
(a) Convertible Debentures $979,104 (US$840,000):
On December 15, 2014, the Company closed convertible debenture offerings of $979,104
(US$840,000). Every US$1,000 principal amount of these debentures was convertible, at the
holder’s option, at any time until November 28, 2015, into the Company’s units (“Units”) at a
conversion price of $0.05 per Unit. Each Unit consisted of one common share of the Company and
one half of one common share purchase warrant. Each whole warrant entitled the holder to acquire
one common share of the Company for a period of 24 months following the issue date at an
exercise price of $0.10. These debentures bore interest at 12% per annum and were secured by
the assets of the Company. At the time of conversion, any and all accrued interest on the
debentures, at the option of the holder, was convertible into Units at a conversion price of $0.05
per Unit.
At the date of issuance, the Company allocated the consideration received of $979,104 (US
$840,000) between the convertible debentures and an embedded derivative (derivative on
convertible debentures), which were both recorded as current liabilities. The Company accreted
the book value of the convertible debentures to their par value. The embedded derivative on
convertible debentures was recognized initially and subsequently at fair value using the BlackScholes option pricing model. The initial fair value was determined by using the following
assumptions: share price – $0.06; exercise price – $0.05; risk-free interest rate – 0.98%; estimated
life – 0.95 years; expected volatility – 181%.

(b) Convertible Debentures $622,839 (US$490,000):
On January 30, 2015, the Company closed convertible debenture offerings of $622,839
(US$490,000). Every US$1,000 principal amount of these debentures was convertible, at the
holder’s option, at any time until November 28, 2015, into the Company’s Units at a conversion
price of $0.06 per Unit. Each Unit consisted of one common share of the Company and one half of
one common share purchase warrant. Each whole warrant entitled the holder to acquire one
common share of the Company for a period of 24 months following the issue date at an exercise
price of $0.10. These debentures bore interest at 12% per annum and were secured by the assets
of the Company. At the time of conversion, any and all accrued interest on the debentures, at the
option of the holder, was convertible into Units at a conversion price of $0.06 per Unit.
At the date of issuance, the Company allocated the consideration received of $622,839 (US
$490,000) between the convertible debentures and an embedded derivative (derivative on
convertible debentures), which were both recorded as current liabilities. The Company accreted
the book value of the convertible debentures to their par value. The embedded derivative on
convertible debentures was recognized initially and subsequently at fair value using the BlackScholes option pricing model. The initial fair value was determined by using the following
assumptions: share price – $0.05; exercise price – $0.06; risk-free interest rate – 0.39%; estimated
life – 0.83 years; expected volatility – 180%.
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12. Convertible Debentures (continued)
(c) Convertible Debentures $80,829 (US$67,000):
On April 30, 2015, the Company closed convertible debenture offerings of $80,829 (US$67,000).
Every US$1,000 principal amount of these debentures was convertible, at the holder’s option, at
any time until November 28, 2015, into the Company’s Units at a conversion price of $0.05 per Unit.
Each Unit consisted of one common share of the Company and one half of one common share
purchase warrant. Each whole warrant entitled the holder to acquire one common share of the
Company for a period of 24 months following the issue date at an exercise price of $0.10. These
debentures bore interest at 12% per annum and were secured by the assets of the Company. At
the time of conversion, any and all accrued interest on the debentures, at the option of the holder,
was convertible into Units at a conversion price of $0.05 per Unit.
At the date of issuance, the Company allocated the consideration received of $80,829 (US $67,000)
between the convertible debentures and an embedded derivative (derivative on convertible
debentures), which were both recorded as current liabilities. The Company accreted the book
value of the convertible debentures to their par value. The embedded derivative on convertible
debentures was recognized initially and subsequently at fair value using the Black-Scholes option
pricing model. The initial fair value was determined by using the following assumptions: share price
– $0.04; exercise price – $0.05; risk-free interest rate – 0.68%; estimated life – 0.58 years;
expected volatility – 176%.

(d) Convertible Debentures $1,579,460 (US$1,208,000):
On October 30, 2015, the Company closed convertible debenture offerings of $1,579,460
(US$1,208,000). Every US$1,000 principal amount of these debentures was convertible, at the
holder’s option, at any time until November 28, 2015, into the Company’s Units at a conversion
price of $0.05 per Unit. Each Unit consisted of one common share of the Company and one half of
one common share purchase warrant. Each whole warrant entitled the holder to acquire one
common share of the Company for a period of 24 months following the issue date at an exercise
price of $0.10. These debentures bore interest at 12% per annum and were secured by the assets
of the Company. At the time of conversion, any and all accrued interest on the debentures, at the
option of the holder, was convertible into Units at a conversion price of $0.05 per Unit.
At the date of issuance, the Company allocated the consideration received of $1,579,460 (US
$1,208,000) between the convertible debentures and an embedded derivative (derivative on
convertible debentures), which were both recorded as currently liabilities. The Company accreted
the book value of the convertible debentures to their par value. The embedded derivative on
convertible debentures was recognized initially and subsequently at fair value using the BlackScholes option pricing model. The initial fair value was determined by using the following
assumptions: share price – $0.02; exercise price – $0.05; risk-free interest rate – 0.57%; estimated
life – 0.08 years; expected volatility – 210%.
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12. Convertible Debentures (continued)
(e) Convertible Debentures $4,098,730 (US$3,156,025):
On March 31, 2016, the Company amended and re-issued convertible debenture in the amount of
$4,098,730 (US$3,156,025) to replace the old convertible debentures that matured on November
28, 2015, including accrued interest. Every US$1,000 principal amount of these debentures was
convertible, at the holder’s option, at any time until December 31, 2016, into the Company’s Units
at a conversion price of $0.20 per Unit. Each Unit consisted of one common share of the Company
and one half of one common share purchase warrant. Each whole warrant entitled the holder to
acquire one common share of the Company for a period of 24 months following the issue date at
an exercise price of $0.20. These debentures bore interest at 12% per annum and were secured
by the assets of the Company. At the time of conversion, any and all accrued interest on the
debentures, at the option of the holder, was convertible into Units at a conversion price equal to the
market value of the Company’s shares on the date of conversion.
At the date of issuance, the Company allocated the consideration received of $4,098,730 (US
$3,156,025) between the convertible debentures and an embedded derivative (derivative on
convertible debentures), which were both recorded as currently liabilities. The Company accreted
the book value of the convertible debentures to their par value. The embedded derivative on
convertible debentures was recognized initially and subsequently at fair value using the BlackScholes option pricing model. The initial fair value was determined by using the following
assumptions: share price – $0.28; exercise price – $0.20; risk-free interest rate – 0.54%; estimated
life – 0.75 years; expected volatility – 100%.

(f) Convertible Debentures $649,350 (US$500,000):
On March 31, 2016, the Company closed convertible debenture offerings of $649,350
(US$500,000). Every US$1,000 principal amount of these debentures was convertible, at the
holder’s option, at any time until December 31, 2016, into the Company’s Units at a conversion
price of $0.20 per Unit. Each Unit consisted of one common share of the Company and one half of
one common share purchase warrant. Each whole warrant entitled the holder to acquire one
common share of the Company for a period of 24 months following the issue date at an exercise
price of $0.20. These debentures bore interest at 12% per annum and were secured by the assets
of the Company. At the time of conversion, any and all accrued interest on the debentures, at the
option of the holder, was convertible into Units at a conversion price equal to the market value of
the Company’s shares on the date of conversion.
At the date of issuance, the Company allocated the consideration received of $649,350 (US
$500,000) between the convertible debentures and an embedded derivative (derivative on
convertible debentures), which were both recorded as currently liabilities. The Company accreted
the book value of the convertible debentures to their par value. The embedded derivative on
convertible debentures was recognized initially and subsequently at fair value using the BlackScholes option pricing model. The initial fair value was determined by using the following
assumptions: share price – $0.28; exercise price – $0.20; risk-free interest rate – 0.54%; estimated
life – 0.75 years; expected volatility – 100%.
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12. Convertible Debentures (continued)
(g) Convertible Debentures $1,616,000 (US$1,250,000):
On September 8, 2016, the Company closed convertible debenture offerings of $1,616,000
(US$1,250,000). Every US$1,000 principal amount of these debentures was convertible, at the
holder’s option, at any time until December 31, 2016, into the Company’s Units at a conversion
price of $0.40 per Unit. Each Unit consisted of one common share of the Company and one half of
one common share purchase warrant. Each whole warrant entitled the holder to acquire one
common share of the Company for a period of 24 months following the issue date at an exercise
price of $0.40. These debentures bore interest at 12% per annum and were secured by the assets
of the Company. At the time of conversion, any and all accrued interest on the debentures, at the
option of the holder, was convertible into Units at a conversion price equal to the market value of
the Company’s shares on the date of conversion.
At the date of issuance, the Company allocated the consideration received of $1,616,000 (US
$1,250,000) between the convertible debentures and an embedded derivative (derivative on
convertible debentures), which were both recorded as currently liabilities. The Company accreted
the book value of the convertible debentures to their par value. The embedded derivative on
convertible debentures was recognized initially and subsequently at fair value using the BlackScholes option pricing model. The initial fair value was determined by using the following
assumptions: share price – $0.76; exercise price – $0.40; risk-free interest rate – 0.57%; estimated
life – 0.31 years; expected volatility – 100%.

(h) Conversion of Debentures:
On October 24, 2016, all the convertible debenture holders converted the principal amounts owing
into Units. All accrued interest was converted to Units at a conversion price of $0.77 per Unit. All
warrants on the conversion were exercised on a cashless basis into common shares of the
Company. Following these conversions no convertible debenture amounts remained. See note
14(b)(viii).
13. Income Taxes and Deferred Income Tax
In assessing the realization of the Company’s deferred income tax assets, management considers
whether it is probable that some portion or all of the deferred income tax assets will be realized.
The ultimate realization of deferred tax assets is dependent upon the generation of taxable income
during the periods in which those temporary differences become deductible. Management
considers the scheduled reversal of deferred income tax liabilities, projected future taxable income,
and tax planning strategies in making this assessment. The amount of deferred income tax assets
considered realizable could change materially in the near term based on future taxable income
generated during the carry-forward period.
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13. Income Taxes and Deferred Income Tax (continued)
(a) Deferred Income Tax Assets and Liabilities
No deferred tax asset has been recognized as the Company is reflecting uncertainties
associated with realization of all deferred income tax assets.
The significant components of the Company’s deferred tax assets are as follows:
October 31, 2016
$
3,094,000
98,000
$
3,192,000

Non-capital tax losses carried forward
Deductible financing fees
Other

October 31, 2015
$
2,620,000
197,000
62,000
$
2,879,000

The significant components of the Company’s deferred tax liabilities are as follows:

Acquisition of mineral rights
Foreign exchange differences

October 31, 2016
$
762,309
808,356
$
1,570,665

October 31, 2015
$
539,085
976,954
$
1,516,039

(b) Non-capital Losses
As at October 31, 2016, the Company can carry forward Canadian non-capital losses to
reduce taxable income in future years of approximately $11,520,000 expiring as follows:
Year 2026
Year 2027
Year 2028
Year 2029
Year 2030
Year 2031
Year 2032
Year 2033
Year 2034
Year 2035
Year 2036

$
20,000
$
83,000
$
131,000
$
918,000
$
995,000
$
562,000
$ 2,773,000
$
380,000
$ 1,821,000
$ 1,889,000
$ 1,948,000
$ 11,520,000
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13. Income Taxes and Deferred Income Tax (continued)
(b) Non-capital Losses (continued)
As at October 31, 2016, the Company can carry forward Ecuadorian non-capital losses to reduce
taxable income in future years of approximately $292,000 expiring as follows:

Year 2017
Year 2018
Year 2019
Year 2020
Year 2021

$
$
$
$
$
$

51,000
102,000
74,000
23,000
42,000
292,000

(c) Income Tax Reconciliation
Year ended
October 31, 2016
Income tax recovery expected at statutory rates
Expenses not deductible for tax purposes
Effect of changes in enacted rate and other
Temporary difference for which no deferred tax
asset was recognized
Tax losses for which no deferred tax asset was
recognized
Deferred income tax (recovery)

$

(254,000)
325,000
(3,000)

Year ended
October 31, 2015
$

(400,000)
45,000
(2,074)

(110,000)
$

42,000
-

(127,000)
461,000
(23,074)

$

(d) Deferred Income Tax Expense Relating to Components of Other Comprehensive Loss
(Income)
Year ended
October 31, 2016

Year ended
October 31, 2015

Foreign exchange rate differences

$

54,626

$

825,994

Deferred income tax expense

$

54,626

$

825,994
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14. Share Capital
(a) Authorized
Unlimited number of common shares; and
Unlimited number of preferred shares with a par value of $0.01 each, non-voting, noncumulative, convertible into common shares automatically by the Company when conditions
are met.
(b) Issued and outstanding
Issued common shares are as follows:

1

Balance – October 31, 2014

Number of
1
shares
24,762,762

$ 30,785,524

Subscription warrants expiry (d)(i)
Brokers’ warrants expiry (d)(ii)
Share subscription (i)
Share issue cost - in cash (i)
Warrants valuation - subscription warrants (i)
Subscription warrants expiry (d)(iv)
Share subscription (ii)
Share issue cost – in cash (ii)
Warrants valuation - subscription warrants (ii)
Brokers’ warrants expiry (d)(vi)
Brokers’ warrants expiry (d)(vii)
Brokers’ warrants expiry (d)(viii)
Bonus warrants expiry (d)(ix)
Shares issued for debt settlement (iii)
Share issue cost - in cash (iii)
Brokers’ warrants expiry (d)(x)
Bonus warrants expiry (d)(xi)
Shares issued for debt settlement (iv)
Balance – October 31, 2015

320,000
80,000
474,891
91,321
25,728,974

357,193
61,461
160,000
(19,014)
(71,680)
70,808
40,000
(12,900)
(17,960)
102,751
2,984
38,952
35,996
427,402
(7,180)
90,415
83,484
45,661
$32,173,897

Subscription warrants expiry (d)(xii)
Subscription warrants expiry (d)(xiii)
Subscription warrants expiry (d)(xiv)
Subscription warrants expiry (d)(iii)
Subscription warrants expiry (d)(v)
Share issued for termination settlement (v)
Shares issued for debt settlement (vi)
Shares issued for debt settlement (vii)
Shares issued on conversion of debenture principal (viii)
Shares issued on conversion of debenture interest (viii)
Shares issued for debt settlement (ix)
Share subscription (x)
Recovery of share issue costs
Balance – October 31, 2016

583,333
1,088,027
195,000
37,753,834
634,283
656,713
548,541

379,786
315,010
458,630
71,680
17,960
175,000
424,330
78,000
4,857,079
488,402
394,028
329,125
89,263
$40,252,190

67,188,705

Amount

On March 4, 2016, the shareholders of the Company approved a consolidation of the Company’s outstanding
common shares on a 10-to-1 basis. All figures for common shares outstanding and earnings per share have
been adjusted retrospectively and are presented on a post-consolidation basis.
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14. Share Capital (continued)
(b) Issued and outstanding (continued)
(i)

On December 15, 2014, the Company issued 320,000 units at a price of $0.50 per unit
raising gross proceeds of $160,000. Each unit consists of one common share of the
Company and one common share purchase warrant. Each warrant entitles the holder to
purchase one common share of the Company at a price of $1.00 until December 15,
2016. The fair value of these 160,000 warrants was estimated at $71,680. The
Company incurred costs of $19,014 related to the financing.

(ii)

On December 22, 2014, the Company issued 80,000 units at a price of $0.50 per unit
raising gross proceeds of $40,000. Each unit consists of one common share of the
Company and one common share purchase warrant. Each warrant entitles the holder to
purchase one common share of the Company at a price of $1.00 until December 22,
2016. The fair value of these 40,000 warrants was estimated at $17,960. The Company
incurred costs of $12,900 related to the financing.

(iii)

On May 29, 2015, the Company issued 474,891 common shares of the Company to its
creditors at $0.90 per share to settle $427,402 in payables. The Company incurred
costs of $7,180 related to this debt for shares settlement.

(iv)

On October 8, 2015, the Company issued 91,321 common shares of the Company to its
creditors at $0.50 per share to settle $45,661 in payables. The Company incurred cost
of $nil related to this debt for shares settlement.

(v)

On July 6, 2016, the Company issued 583,333 common shares of the Company to
Chinapintza Mining Corp. pursuant to the Termination Agreement dated April 29, 2016
(see Note 5). The shares were issued at $0.30 per share to settle $175,000 as per the
Termination Agreement.

(vi)

On August 25, 2016, the Company issued 1,088,027 common shares of the Company
to creditors at $0.39 per share to settle $424,330 in payables.

(vii)

On August 25, 2016, the Company issued 195,000 common shares of the Company to
creditors at $0.40 per share to settle $78,000 in payables.

(viii)

On October 24, 2016, all outstanding debentures (and accrued interest) were converted
to common shares of the Company. See Note 12(h) for further details.

(ix)

On October 26, 2016, the Company issued 656,713 common shares of the Company to
creditors at $0.60 per share to settle $394,028 in payables.

(x)

On October 31, 2016, the Company issued 548,541 common shares of the Company at
$0.60 per share for total proceeds of $329,125.
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14. Share Capital (continued)
(c) Stock options and share-based payment
The Company has a stock option plan which allows for the issuance of options to purchase
shares at specific prices for a specific period of time. All directors, officers, employees, and
consultants are eligible to participate in the plan. Options under the plan vest immediately. The
option price under the plan will not be less than the market price of the common shares on the
date of grant. The expiry date for each option will be set by the Board of Directors at the time of
issue of the option but in any event will not be more than ten years after the date of grant.
As at October 31, 2016, the Company had 1,475,000 vested stock options outstanding. There
were no unvested options at October 31, 2016 or 2015. The following table summarizes
information about stock options outstanding at October 31, 2016:
Vested:

Number 1

Balance – October 31, 2014
Forfeited during the year
Vested on December 13, 2014
Vested on December 13, 2014
Issued on January 30, 2015
Vested on March 13, 2015
Vested on March 13, 2015
Balance – October 31, 2015
Forfeited during the year
Expired on December 29, 2015
Issued on April 19, 2016
Balance – October 31, 2016

1,273,381
(200,000)
12,500
12,500
50,000
12,500
12,500
1,173,381
(752,173)
(121,208)
1,175,000
1,475,000

Weighted average
exercise price
$
1.50
1.50
1.00
2.00
1.00
1.00
2.00
$
1.50
1.65
1.50
0.48
$
0.48

1

Effective March 14, 2016, the Company’s outstanding stock options were consolidated
on a 10-to-1 basis. In addition, the exercise price of the stock options was multiplied by
10 pursuant to the consolidation of the stock options. All figures for stock options
outstanding have been adjusted retrospectively and are presented on a postconsolidation basis.

The tables below summarize the options outstanding and exercisable at October 31, 2016 and
2015:
Options Outstanding
At October 31, 2016
120,000
180,000
1,175,000
1,475,000

Exercise Price
$
$
$

1.50
1.00
0.48

Options exercisable
At October 31, 2016
120,000
180,000
1,175,000
1,475,000
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14. Share Capital (continued)
(c) Stock options and share-based payment
Options Outstanding
At October 31, 2015
121,208
50,740
40,592
46,841
180,000
584,000
50,000
50,000
50,000
1,173,381

Exercise Price
$
$
$
$
$
$
$
$
$

1.50
3.00
4.50
4.50
1.50
1.00
1.00
2.00
1.00

Options exercisable
At October 31, 2015
121,208
50,740
40,592
46,841
180,000
584,000
50,000
50,000
50,000
1,173,381

Expiry date
December 29, 2015
May 20, 2016
May 31, 2016
December 20, 2016
August 17, 2017
September 26, 2018
March 13, 2019
March 13, 2019
January 30, 2020

On January 30, 2015, the Company granted 50,000 stock options to a director of the Company
at an exercise price of $1.00 per common share. The assumptions utilized in determining the
value of these stock options were: a share price of $0.50, an exercise price of $1.00, a risk free
interest rate of 0.61%, volatility of 180%, expected yield of nil, and an expected life of 5 years.
The estimated fair value of the 50,000 options issued was $23,450, which were fully vested
upon issuance and recorded as management and consulting expense during the year ended
October 31, 2015
On April 19, 2016, the Company granted 1,175,000 stock options to directors, management
and consultants of the Company at an exercise price of $0.30 per common share. The
assumptions utilized in determining the fair value of these stock options were: a share price of
$0.30, an exercise price of $0.30, a risk free interest rate of 1.33%, volatility of 100%, expected
yield of nil, and an expected life of 10 years. The estimated fair value of the options issued was
$315,018, which were fully vested upon issuance and recorded as management and consulting
expense during the year ended October 31, 2016. On October 31, 2016, the optionholders
entered into an amendment agreement with the Company whereby the stock options were
adjusted as follows: (i) the exercise price was revised to $0.48 per common share and (ii) the
option life was reduced from 10 to 5 years. Consideration of $211,500 was agreed to be paid to
the optionholders, all of whom are considered related parties. This amount was funded as to
$137,475 by the Company and $74,025 by certain shareholders of the Company. The net
expense to the Company of $137,475 has been included in management and consulting
expense.
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14. Share Capital (continued)
(d) Warrant Reserve
The following is a summary of the changes in the Company’s warrants during the years:
Exercise price
Balance – October 31, 2014

Number1
2,294,928

Amount
$
1,997,470

Subscription warrants expiry (i)
Brokers’ warrants expiry (ii)
Subscription warrants issued (iii)
Subscription warrants expiry (iv)
Subscription warrants issued (v)
Brokers’ warrants expiry (vi)
Brokers’ warrants expiry (vii)
Brokers’ warrants expiry (viii)
Bonus warrants expiry (ix)
Brokers’ warrants expiry (x)
Bonus warrants expiry (xi)
Balance – October 31, 2015

$
$
$
$
$
$
$
$
$
$
$

6.00
4.50
1.00
6.00
1.00
4.50
4.50
2.61
3.65
2.61
3.65

(168,122)
(26,900)
160,000
(33,333)
40,000
(44,978)
(2,026)
(25,025)
(25,025)
(55,825)
(55,825)
2,057,869

(357,193)
(61,461)
71,680
(70,808)
17,960
(102,751)
(2,984)
(38,952)
(35,996)
(90,415)
(83,484)
1,243,066

Subscription warrants expiry (xii)
Subscription warrants expiry (xiii)
Subscription warrants expiry (xiv)
Subscription warrants expiry (iii)
Subscription warrants expiry (v)
Balance – October 31, 2016

$
$
$
$
$

3.50
3.69
3.50
1.00
1.00

(595,238)
(667,393)
(595,238)
(160,000)
(40,000)
-

(379,786)
(315,010)
(458,630)
(71,680)
(17,960)
-

1

Effective March 14, 2016, the Company’s outstanding share purchase warrants were consolidated on a 10-to-1 basis.
In addition, the exercise price of the share purchase warrants was multiplied by 10 pursuant to the consolidation of the
share purchase warrants. All figures for share purchase warrants outstanding have been adjusted retrospectively and
are presented on a post-consolidation basis.

(i) 168,122 warrants originally issued on December 9, 2011 expired on December 9, 2014.
(ii) 26,900 warrants originally issued on December 9, 2011 expired on December 9, 2014.
(iii) The fair value of warrants was estimated using the Black-Scholes option pricing model with the
following assumptions: expected dividend yield – 0%; expected volatility – 181%; risk-free interest
rate – 0.98%; expected life – 2 years. The warrants expired on October 31, 2016, immediately
prior to the effective time of the plan of arrangement whereby Lumina Gold Corp. acquired 100%
of the Company. See Note 20.
(iv) 33,333 warrants originally issued on December 20, 2011 expired on December 20, 2014.
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14. Share Capital (continued)
(d) Warrant Reserve (continued)
(v) The fair value of warrants was estimated using the Black-Scholes option pricing model with the
following assumptions: expected dividend yield – 0%; expected volatility – 182%; risk-free interest
rate – 1.02%; expected life – 2 years. The warrants expired on October 31, 2016, immediately
prior to the effective time of the plan of arrangement whereby Lumina Gold Corp. acquired 100%
of the Company. See Note 20.
(vi) 44,978 warrants originally issued on December 20, 2011 expired on December 20, 2014.
(vii) 2,026 warrants originally issued on March 27, 2012 expired on March 27, 2015.
(viii) 25,025 warrants originally issued on April 30, 2012 expired on April 30, 2015.
(ix) 25,025 warrants originally issued on April 30, 2012 expired on April 30, 2015.
(x) 55,825 warrants originally issued on May 30, 2012 expired on May 30, 2015.
(xi) 55,825 warrants originally issued on May 30, 2012 expired on May 30, 2015.
(xii) 595,238 warrants originally issued on November 28, 2012 expired on November 28, 2015.
(xiii) 667,393 warrants originally issued on August 19, 2013 expired on December 31, 2015.
(xiv) 595,238 warrants originally issued on February 6, 2013 expired on February 6, 2016.
At October 31, 2016 there were no remaining warrants outstanding. The table below summarizes
the warrants outstanding and exercisable at October 31, 2015:
Warrants Outstanding and
Exercisable (#)
595,238
667,393
595,238
160,000
40,000
2,057,869

Exercise Price
($)
3.50
3.69
3.50
1.00
1.00

Expiry date
November 28, 2015
December 31, 2015
February 6, 2016
December 15, 2016
December 22, 2016

Share purchase warrants to be issued: 300,000 common share purchase warrants were to be
issued to its agent for advisory services related to the RTO that was completed on July 10, 2012.
These warrants were to be exercisable at $0.25 per common share for a period of three years
from the date of issuance. The fair value of these warrants was estimated at $40,436 using the
Black-Scholes option pricing model with the following assumptions: expected dividend yield – 0%;
expected volatility – 120%; risk-free interest rate – 1.020%; expected life – 3 years. Pursuant to
the acquisition of the Company by Lumina Gold Corp these warrants ceased to be issuable on
October 31, 2016.
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15. Commitments and Contractual Arrangements
As at October 31, 2016:
a) In order to comply with the regulations in Ecuador on mining concessions which allows the
Company to perform exploration and exploitation mining tasks for a renewable period of up to
25 years, the Company is required to make an annual payment for patent rights, which is
determined as: i) 2.5% of the basic salary during the initial exploration stage; ii) 5% of the
basic salary during the advanced exploration stage and economical assessment; and iii) 10%
of the basic salary during the exploration stage.

16. Capital Management
As at October 31, 2016, the capital structure of the Company consists of equity attributable to
common shareholders and includes share capital of $40,252,190 (October 31, 2015 $32,173,897), share-based payment reserve of $2,223,911 (October 31, 2015 - $1,908,893),
warrant reserve of $Nil (October 31, 2015 - $1,243,066), warrants to be issued of $Nil (October 31,
2015 - $40,436), cumulative translation reserve of $3,974,329 (October 31, 2015 - $2,981,984),
non-controlling interest of $1,248,589 (October 31, 2015 - $1,142,568), and deficit of $13,154,204
(October 31, 2015 - $12,302,676).
The Company’s objective when managing capital structure is to ensure sufficient financial
resources exist to meet the Company’s strategic exploration and business development objectives,
and to ensure that the Company continues as a going concern.
The Company is an exploration stage company and is currently unable to self-finance its
operations. The Company has relied on equity financing to raise sufficient funds to carry out its
exploration and acquisition activities and pay its administrative costs. The Company intends to
raise additional funds as required to carry out its planned activities.
17. Related Party Transactions
The Company considers its Board of Directors and certain consultants which, by virtue of the
contracts in place and the functions performed, to be key management. Compensation awarded to
key management is listed below:

Management and consulting fees
Directors’ fees (recovery)
Share-based payments, non-cash

Year ended
October 31, 2016
$ 644,348
(108,000)
315,018
$ 851,366
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Year ended
October 31, 2015
$ 114,596
23,450
$ 138,046
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17. Related Party Transactions (continued)
For the year ended October 31, 2016, the Company paid or accrued management and consulting
fees of $12,400 (October 31, 2015 - $15,000) to 0851901 BC Ltd., $67,500 (October 31, 2015 $60,000) to 2238012 Ontario Inc., and $204,591 (October 31, 2015 - $39,596) to Sparenberg
Consulting CC. These transactions are in the normal course of operations and are recorded at the
exchange value agreed to by the related parties. These related parties are controlled by directors
and/or officers of the Company.
As at October 31, 2016, the Company had an account payable balance of $1,500 to 0851901 BC
Ltd (October 31, 2015 - $Nil). As disclosed in Note 14(c), certain amounts pertaining to an
amendment of stock options granted in the year ended October 31, 2016 were payable to option
holders of the Company with an amount also receivable from certain shareholders of the
Company.
18. Segmented Information
The Company operates in two reportable geographical segments. Segments are defined as
components for which separate financial information is available and is regularly evaluated by the
chief operating decision maker.
October 31, 2016:
Assets
Net loss
Comprehensive loss
(income)

North America
$
$
$

October 31, 2015:
Assets
Net loss
Comprehensive loss
(income)

518,577
934,367
934,367

South America
$
$
$

North America
$
$
$

174,412
1,461,645
1,461,645

35,708,002
42,401
(1,141,506)

Total
$
$
$

South America
$
$
$

33,461,992
23,388
(1,877,849)

36,226,579
976,768
207,139

Total
$
$
$

33,636,404
1,485,033
(426,204)

19. Financial Instruments
IFRS 7 establishes a fair value hierarchy that reflects significance of inputs in measuring fair value
as follows:
Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities;
Level 2 – inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (i.e. process) or indirectly (i.e. derived from process); and
Level 3 – inputs for the asset or liability that are not based on observable market data
(unobservable inputs).
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
19. Financial Instruments (continued)
The Company examines the various financial instrument risks to which it is exposed and assesses
the impact and likelihood of those risks.
The Company has designated derivative on convertible debentures as financial liability at fair value
through profit or loss measured using level 2 inputs, including stock price, exercise price, risk-free
interest rate and volatility.
Fair value
As at October 31, 2016, the Company’s financial instruments consist of cash, restricted cash, other
receivable, accounts payable and accrued liabilities and advances from related party. The fair
values of cash, restricted cash, other receivables, accounts payable and accrued liabilities and
advances from related party approximate their carrying values due to their short-term nature.
Liquidity risk
Liquidity risk is the risk that the Company is unable to meet its financial obligations as they fall due.
The Company takes steps to ensure that it has sufficient working capital and available sources of
financing to meet future cash requirements for capital programs and operations.
The Company intends to issue equity to ensure the Company has sufficient access to cash to meet
current and foreseeable financial requirements. The Company actively monitors its liquidity to
ensure that its cash flows and working capital are adequate to support its financial obligations and
the Company’s capital programs. On November 1, 2016, the Company was acquired by Lumina
Gold Corp. – see Note 20.
Credit risk
Credit risk is the risk of loss if counterparties do not fulfill their contractual obligations. Financial
instruments that potentially subject the Company to credit risk consist of cash and restricted cash
and other receivable. The Company minimizes the credit risk of cash and restricted cash by
depositing only with reputable institutions in Canada and Ecuador. There is no allowance for
doubtful accounts recorded as at October 31, 2016 and 2015.
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Ecuador Gold and Copper Corp.
(An exploration stage company)
Notes to the Consolidated Financial Statements
For the years ended October 31, 2016 and 2015
(Expressed in Canadian dollars)
19. Financial Instruments (continued)
Market risk
Market risk is the risk of loss that may arise from changes in market factors such as interest rates,
commodity and equity prices.
(i) Interest rate risk
The Company is not exposed to significant risk that the value of financial instruments will change
due to movement in market interest rates.
(ii) Currency risk
Currency risk is the risk to the Company's earnings that arises from fluctuations of foreign exchange
rates and the degree of volatility of these rates. The Company does not use derivative instruments
to reduce its exposure to foreign currency risk. The Company has a portion of the cash, restricted
cash, advances to related party, accounts payable, accrued liabilities, and other payables in US
Dollars.
As at October 31, 2016, a 5% increase or decrease on an annualized basis in the value of
Canadian Dollars in relation to the US Dollar would have resulted in an approximately $225
increase or decrease in foreign exchange gain or loss, for respective foreign currencies.
(iii) Commodity price risk
The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk
is defined as the potential adverse impact on the Company's earnings due to movements in
individual equity prices or general movements in the level of the stock market. Commodity price risk
is defined as the potential adverse impact on earnings and economic value due to commodity price
movements and volatilities. The Company closely monitors commodity prices, particularly as they
relate to base metals, individual equity movements, and the stock market in general to determine
the appropriate course of action to be taken by the Company.
20. Subsequent Events
On November 1, 2016, the Company was acquired by Lumina Gold Corp. pursuant to a plan of
arrangement under the Business Corporations Act (British Columbia) whereby Lumina acquired all of
the issued and outstanding securities of the Company and, at the same time as the acquisition, EGX
was amalgamated with 1083651 B.C. Ltd (a wholly-owned subsidiary of Lumina). The amalgamated
entity carries the name 1083651 B.C. Ltd. Under the terms of the Arrangement, former EGX
shareholders received approximately 1.0433 Lumina common shares for each of their EGX common
shares. Lumina issued a total of 70,094,523 common shares. The price per common share on the
TSXV immediately prior to the acquisition was $0.81 per share. All outstanding options were cancelled
and former EGX option holders were issued Lumina options on substantially similar terms to their
previously held EGX options. EGX common shares were delisted from the TSXV effective November
1, 2016.
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SCHEDULE “M”
UNAUDITED CARVE-OUT COMBINED FINANCIAL STATEMENTS FOR THE THREE MONTHS
ENDED MARCH 31, 2018 AND 2017

M-1

LUMINEX RESOURCES BUSINESS

CONDENSED CARVE-OUT COMBINED INTERIM FINANCIAL STATEMENTS
March 31, 2018

M-2

LUMINEX RESOURCES BUSINESS
CONDENSED CARVE-OUT COMBINED INTERIM BALANCE SHEETS
Unaudited
(expressed in U.S. dollars)
Note
ASSETS
Current assets
Cash
Receivables
Prepaid expenses
Total current assets

March 31, 2018

$
5

Non-current assets
Environmental deposit
Property and equipment
Exploration and evaluation assets

342,531
38,833
21,227
402,591

December 31, 2017

$

164,975
894,674
47,487,910

6
7(a)

467,055
49,872
19,066
535,993

163,139
901,749
47,487,910

Total assets

$

48,950,150

$

49,088,791

LIABILITIES
Current liabilities
Accounts payable and accrued liabilities

$

632,545

$

709,305

Total liabilities

632,545

EQUITY
Owner’s net investment
Accumulated deficit
Equity attributable to owners of the Business
Non-controlling interest

8

Total equity
Total liabilities and equity

$

709,305

55,039,685
(11,166,716)
43,872,969
4,444,636

51,884,412
(8,039,540)
43,844,872
4,534,614

48,317,605

48,379,486

48,950,150

$

49,088,791

Going concern (Note 3(c))
Post-reporting date events (Notes 7(a) and 17)
Commitments (Note 16)

APPROVED BY THE DIRECTORS
“Marshall Koval”
Director
“Donald Shumka”
Director

See Accompanying Notes to the Condensed Carve-out Combined Interim Financial Statements
M-3

LUMINEX RESOURCES BUSINESS
CONDENSED CARVE-OUT COMBINED INTERIM STATEMENTS OF COMPREHENSIVE LOSS
For the three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
Three months ended March 31,
2018
2017

Note
Expenses
Exploration and evaluation (“E&E”) expenditures
Fees, salaries and other employee benefits
General and administration (“G&A”)
Professional fees
Insurance

7(b), 15
10, 15
15

$

2,864,191
188,957
104,012
57,586
4,830

$

(3,219,576)
Other income (expenses)
Interest income and other
Foreign exchange (loss) gain

Net loss and comprehensive loss for the period
Loss attributable to:
Owners of the Business
Non-controlling interest

(2,196,038)

2,435
(13)

1,837
761

2,422

2,598

$

(3,217,154)

$

(2,193,440)

$

(3,127,176)
(89,978)

$

(2,159,755)
(33,685)

$

(3,217,154)

$

(2,193,440)

8

See Accompanying Notes to the Condensed Carve-out Combined Interim Financial Statements
M-4

1,795,749
204,708
49,734
145,847
-

LUMINEX RESOURCES BUSINESS
CONDENSED CARVE-OUT COMBINED INTERIM STATEMENTS OF CASH FLOWS
For the three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
Three months ended March 31,
2018
2017

Note
Operating activities
Loss for the period
Adjustment for non-cash items:
Depreciation
Environmental deposit interest earned
Share-based payment
Deduct: interest income
Net changes in non-cash working capital items:
Receivables
Prepaid expenses
Accounts payable and accrued liabilities

$
6

(3,217,154)

$

(2,193,440)

10,995
(1,836)
107,163
(599)

3,105
(1,837)
137,864
-

11,039
(2,161)
(76,760)

(13,406)
8,027
(69,766)

(3,169,313)

(2,129,453)

Investing activities
Expenditures on property and equipment
Interest received

(3,920)
599

(6,418)
-

Net cash utilized in investing activities

(3,321)

(6,418)

9

Net cash utilized in operating activities

Financing activities
Contributions from Lumina Gold Corp.

3,048,110

2,559,138

Net cash provided by financing activities

3,048,110

2,559,138

(Decrease) increase in cash
Cash, beginning of period

(124,524)
467,055

Cash, end of period

$

342,531

423,267
177,674
$

See Accompanying Notes to the Condensed Carve-out Combined Interim Financial Statements
M-5

600,941

M-6

$
$

$

Balance, March 31, 2017

Balance, December 31, 2017
Net investment by owner – cash contributions
Net investment by owner – non-cash contributions
Comprehensive loss

Balance, March 31, 2018

55,039,685

51,884,412
3,048,110
107,163
-

46,782,028

44,085,026
2,559,138
137,864
-

$

$

$

$

(11,166,716)

(8,039,540)
(3,127,176)

(2,988,169)

(828,414)
(2,159,755)

$

$

$

$

43,872,969

43,844,872
3,048,110
107,163
(3,127,176)

43,793,859

43,256,612
2,559,138
137,864
(2,159,755)

Attributable to owners of the Business
Owner’s Net
Accumulated
Investment
Deficit
Total

See Accompanying Notes to the Condensed Carve-out Combined Interim Financial Statements

$

Note

Balance, December 31, 2016
Net investment by owner – cash contributions
Net investment by owner – non-cash contributions
Comprehensive loss

(expressed in U.S. dollars)

Unaudited

For the three months ended March 31, 2018 and 2017

LUMINEX RESOURCES BUSINESS
CONDENSED CARVE-OUT COMBINED INTERIM STATEMENTS OF CHANGES IN EQUITY

$

$

$

$

4,444,636

4,534,614
(89,978)

4,753,167

4,786,852
(33,685)

Non-controlling
Interest

$

$

$

$

48,317,605

48,379,486
3,048,110
107,163
(3,217,154)

48,547,026

48,043,464
2,559,138
137,864
(2,193,440)

Total Equity

LUMINEX RESOURCES BUSINESS
NOTES TO THE CONDENSED CARVE-OUT COMBINED INTERIM FINANCIAL STATEMENTS
Three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
1.

TRANSFER OF BUSINESS AND ARRANGEMENT AGREEMENT
The accompanying condensed carve-out combined interim financial statements have been prepared for purposes of
inclusion in a management information circular (the “Circular”) of Lumina Gold Corp. (“Lumina”) in respect of a special
meeting of shareholders of Lumina to consider a plan of arrangement (the “Arrangement”) pursuant to which all of
Lumina’s mineral exploration projects (except for the Cangrejos Project) (the “Luminex Resources Business”) will be spun
out to Lumina’s shareholders through a newly incorporated company named Luminex Resources Corp. (“Luminex”).
Pursuant to the Arrangement, Lumina will transfer to its shareholders all of the shares of Luminex by way of a reduction
and return of share capital. Upon closing of the transaction, Luminex will be owned exclusively by existing Lumina
shareholders in identical proportion to their pre-Arrangement shareholdings of Lumina. Closing of the Arrangement is
subject to several conditions including, but not limited to, approval by Lumina shareholders and the receipt of court and
necessary regulatory approvals.

2.

NATURE OF OPERATIONS
Luminex Resources Business (the “Business”) is engaged in the acquisition, exploration and development of mineral
resources in Ecuador. The Business is in the exploration stage as it has not placed any of its mineral properties into
production. The Business includes the entities and activities acquired by Lumina upon its acquisition of Ecuador Gold and
Copper Corp. (“EGX”) on November 1, 2016, which consisted of the Condor Project, plus certain mineral concessions in
Ecuador that have been granted to Lumina, or subsidiaries of Lumina, subsequent to the acquisition of EGX. Prior to
November 1, 2016, EGX was a public company listed on the TSX Venture Exchange.
The Business’ head office and principal business address is Suite 410, 625 Howe Street, Vancouver, British Columbia,
V6C 2T6. The Business’ registered and records office is located at 1200 – 200 Burrard Street, Vancouver, British
Columbia, V7X 1T2.

3.

BASIS OF PRESENTATION AND GOING CONCERN
(a)

Statement of compliance
These condensed carve-out combined interim financial statements have been prepared in accordance with IAS
34 Interim Financial Reporting. They do not include all the necessary annual disclosures in accordance with
International Financial Reporting Standards (“IFRS”). IFRS does not provide guidance for the preparation of
carve-out combined financial statements, and accordingly in preparing the carve-out combined interim financial
statements, certain accounting conventions commonly used for the preparation of historical financial statements
have been applied. The condensed carve-out combined interim financial statements have been prepared on the
basis of IFRS standards effective as at January 1, 2018.
These condensed carve-out combined interim financial statements were approved and authorized for issue by
the Lumina Board of Directors on June 27, 2018.

(b)

Basis of preparation
These condensed carve-out combined interim financial statements reflect the financial position, results of
operations and cash flows associated with the operations of the Business and have been prepared on a
historical cost basis.
The purpose of these condensed carve-out combined interim financial statements is to provide general purpose
historical financial information of the Business for inclusion in the Circular in connection with the Arrangement
detailed in Note 1. These condensed carve-out combined interim financial statements present the historical
financial information of those subsidiaries (Note 15) included in the Business, specifically identifiable assets,
liabilities and expenses of other subsidiaries of Lumina that directly relate to the Business and allocations of
shared income and expenses of Lumina that are attributable to the Business, as discussed below. The
accompanying carve-out combined interim financial statements do not include assets and liabilities that are not
identifiable with the Business. The Business has received services and support from Lumina and the Business’
operations have been dependent on Lumina’s ability to perform these services and support functions.
The condensed carve-out combined interim financial statements have been extracted from historical accounting
records of Lumina and its subsidiaries with estimates used, when necessary, for certain allocations as follows:
•

•

The condensed carve-out combined interim balance sheets reflect the assets and liabilities recorded
by Lumina which have been assigned to the Business on the basis that they are specifically
identifiable and attributable to the Business or have been allocated on a pro-rata basis in line with
general expenses, as described below;
Expenses that are directly attributable to the Business, including all exploration and evaluation
expenditures, are reflected in these carve-out combined interim financial statements;
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LUMINEX RESOURCES BUSINESS
NOTES TO THE CONDENSED CARVE-OUT COMBINED INTERIM FINANCIAL STATEMENTS
Three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
3.

BASIS OF PRESENTATION AND GOING CONCERN (continued)
(b)

Basis of preparation (continued)
•

Lumina expenses that are not directly related to the exploration activities of the Business have been
allocated on a pro-rata basis, based on the annual percentage of E&E activity on the Business’
mineral interests compared to total E&E expenditures for Lumina. For all periods presented, the
allocation to the Business was 55%.

The preparation of these condensed carve-out combined interim financial statements requires management to
make certain estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at
the date of the condensed carve-out combined interim financial statements and the reported expenses during
the periods presented. Management believes the assumptions and allocations underlying the condensed carveout combined interim financial statements are reasonable and appropriate under the circumstances. The
expenses and cost allocations have been determined on a basis considered by Lumina to be a reasonable
reflection of the utilization of services provided to, or the benefit received by, the Business during the periods
presented.
Management cautions readers of these condensed carve-out combined interim financial statements that the
allocation of Lumina expenses does not necessarily reflect the general and administrative expenses that the
Business would have incurred in the afore-mentioned periods had the Business operated on a stand-alone
basis. Further, these condensed carve-out combined interim financial statements are not necessarily indicative
of the results that would have been obtained if the Business had operated as a separate legal entity during the
periods presented and are not necessarily indicative of future operating results.
(c)

Going concern
These condensed carve-out combined interim financial statements have been prepared on a going concern
basis which assumes that the Business will be able to realize, in the foreseeable future, its assets and
discharge its liabilities in the normal course of business as they come due. The ability of the Business to
continue as a going concern is dependent upon the continued support from Lumina, successfully obtaining
additional financing, entering into a joint venture, a merger or other business combination transaction involving
a third party, sale of all or a portion of the Business’ assets, the outright sale of the Business, the successful
development of the Business’ mineral property interests or a combination thereof. There can be no assurance
that management’s plans will be successful. As the Business does not have any current source of operating
revenues and does not currently have any committed sources of financing, it is dependent upon Lumina for
funding of its activities. Management believes such funding will continue to be available.
These factors indicate the existence of a material uncertainty that may cast significant doubt upon the Business’
ability to continue as a going concern. These condensed carve-out combined interim financial statements do not
include any adjustments to the recoverability and classification of recorded asset amounts and classification of
liabilities that might be necessary should the Business be unable to continue as a going concern. Such
adjustments could be material.

4.

SIGNIFICANT ACCOUNTING POLICIES
(a)

Overall considerations
The significant accounting policies that have been applied in the preparation of these condensed carve-out
combined interim financial statements are included in the Business’ audited carve-out combined financial
statements for the year ended December 31, 2017. These accounting policies have been used throughout all
periods presented in the condensed carve-out combined interim financial statements, except as noted below.

(b)

New standards adopted January 1, 2018
IFRS 9 – Financial Instruments
This standard replaces IAS 39, Financial Instruments: Recognition & Measurement. IFRS 9 details new
requirements for classifying and measuring financial assets. The new standard introduces extensive changes to
IAS 39's guidance on the classification and measurement of financial assets and introduces a new "expected
credit loss model" for the impairment of financial assets. IFRS 9 also provides new guidance on the application
of hedge accounting. The standard became effective for annual periods beginning on or after January 1, 2018,
which is the date the Business adopted IFRS 9.
Most of the requirements in IAS 39 for classification and measurement of financial liabilities were carried
forward in IFRS 9, so our accounting policy with respect to financial liabilities is substantially unchanged.
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LUMINEX RESOURCES BUSINESS
NOTES TO THE CONDENSED CARVE-OUT COMBINED INTERIM FINANCIAL STATEMENTS
Three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(b)

New standards adopted January 1, 2018 (continued)
IFRS 9 – Financial Instruments (continued)
This adoption of this standard did not have a material impact on the measurement of the Business’ financial
instruments in our condensed carve-out combined interim financial statements, however additional disclosures
have been provided.
The following are new accounting policies for financial instruments under IFRS 9.
Non-derivative financial assets
The Business classifies its financial assets in the following categories: at fair value through profit or loss
(“FVTPL”), at fair value through other comprehensive income (“FVTOCI”) or at amortized cost. The
classification depends on the purpose for which the financial assets were acquired. Management determines
the classification of its financial assets at initial recognition. Measurement and classification of financial assets is
dependent on the entity’s business model for managing the financial assets and the contractual cash flow
characteristics of the financial asset.
Financial assets at FVTPL: Financial assets carried at FVTPL are initially recorded at fair value and transaction
costs are expensed in the income statement. Realized and unrealized gains and losses arising from changes in
the fair value of the financial asset held at FVTPL are included in the income statement in the period in which
they arise. Derivatives are also categorized as FVTPL unless they are designated as hedges.
Financial assets at FVTOCI: Investments in equity instruments at FVTOCI are initially recognized at fair value
plus transaction costs. Subsequently they are measured at fair value, with gains and losses arising from
changes in fair value recognized in other comprehensive income. There is no subsequent reclassification of fair
value gains and losses to profit or loss following the derecognition of the investment.
Financial assets at amortized cost: Financial assets at amortized cost are initially recognized at fair value and
subsequently carried at amortized cost less any impairment. They are classified as current assets or noncurrent assets based on their maturity date.
Financial assets are derecognized when they mature or are sold, and substantially all the risks and rewards of
ownership have been transferred. Gains and losses on derecognition of financial assets classified as FVTPL or
amortized cost are recognized in the income statement. Gains or losses on financial assets classified as
FVTOCI remain within accumulated other comprehensive income.
Financial liabilities
The Business measures all its financial liabilities as subsequently measured at amortized cost. Financial
liabilities are recognized initially at fair value, net of transaction costs incurred and are subsequently measured
at amortized cost. Any difference between the amounts originally received, net of transaction costs, and the
redemption value is recognized in profit and loss over the period to maturity using the effective interest method.
The effective interest method is a method of calculating the amortized cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected life of the financial liability, or, where appropriate, a
shorter period.
The Business completed an assessment of its financial instruments as at January 1, 2018. The following table
shows the original classification under IAS 39 and the new classification under IFRS 9:

Cash
Receivables
Environmental deposit
Accounts payable and
liabilities

Original classification under IAS 39
Loans and receivables – amortized cost
Loans and receivables – amortized cost
Loans and receivables – amortized cost

New Classification under
IFRS 9
Amortized cost
Amortized cost
Amortized cost

Other liabilities – amortized cost

Amortized cost

accrued
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NOTES TO THE CONDENSED CARVE-OUT COMBINED INTERIM FINANCIAL STATEMENTS
Three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(b)

New standards adopted January 1, 2018 (continued)
IFRS 9 – Financial Instruments (continued)
Impairment of financial assets at amortized cost
The Business recognizes a loss allowance for expected credit losses on financial assets that are measured at
amortized cost. At each reporting date, the loss allowance for the financial asset is measured at an amount
equal to the lifetime expected credit losses if the credit risk on the financial asset has increased significantly
since initial recognition. If at the reporting date, the financial asset has not increased significantly since initial
recognition, the loss allowance is measured for the financial asset at an amount equal to twelve month
expected credit losses. For trade receivables the Business applies the simplified approach to providing for
expected credit losses, which allows the use of a lifetime expected loss provision. Impairment losses on
financial assets carried at amortized cost are reversed in subsequent periods if the amount of the loss
decreases and the decrease can be objectively related to an event occurring after the impairment was
recognized. Given the nature and balances of the Business’ receivables the Business has no material loss
allowance at adoption or as at March 31, 2018.

(c)

Significant accounting judgments and estimates
The preparation of the Business’ condensed carve-out combined interim financial statements in accordance
with IFRS requires management to make certain judgments, estimates and assumptions about recognition and
measurement of assets, liabilities, income and expenses. Actual results may differ from these estimates.
Information about the significant judgments, estimates and assumptions that have the most significant effect on
the recognition and measurement of assets, liabilities, income and expenses in these condensed carve-out
combined interim financial statements are discussed below.
Judgments
Going concern: The assessment of the Business’ ability to continue as a going concern requires significant
judgment. The Business considers the factors outlined in Note 3(c) when making its going concern assessment.
Allocation of expenses from Lumina to the Luminex Business: As discussed in Note 3(b), certain judgments are
required in the allocation of certain of Lumina’s balances and expenses to the Business in preparing these
carve-out combined financial statements. The appropriate method of allocation and the percentages applied
require the judgment of management.
Exploration and evaluation asset: The application of the Business’s accounting policy for exploration and
evaluation assets requires judgment in determining whether it is likely that such acquisition costs incurred will
be recovered through successful exploration and development or sale of the asset under review. Furthermore,
the assessment as to whether economically recoverable resources exist is itself an estimation process.
Estimates and assumptions made may change if new information becomes available. If, after expenditure is
capitalized, information becomes available suggesting that the recovery of expenditure is unlikely, the amount
capitalized is written off to profit or loss in the period when the new information becomes available. The carrying
value of this asset is detailed at Note 7(a).

(d)

Standards issued but not yet effective
The standards and interpretations that are issued, but not yet effective, up to the date of authorization of these
condensed carve-out combined interim financial statements are disclosed below. Management anticipates that
all of the pronouncements will be adopted in the Business’ accounting policy for the first period beginning after
the effective date of the pronouncement. Information on new standards, amendments and interpretations that
are expected to be relevant to the Business’ financial statements is provided below. Certain other new
standards and interpretations have been issued but are not expected to have a material impact on the
Business’ financial statements.
IFRS 16 – Leases: On January 13, 2016, the IASB published a new standard, IFRS 16, eliminating the current
dual accounting model for lessees, which distinguishes between on-balance sheet finance leases and offbalance sheet operating leases. Under the new standard, a lease becomes an on-balance sheet liability that
attracts interest, together with a new right-of-use asset. In addition, lessees will recognize a front-loaded pattern
of expense for most leases, even when cash rentals are constant. IFRS 16 is effective for annual periods
beginning on or after January 1, 2019, with earlier adoption permitted. The Business is assessing the impact of
adopting this standard on its financial statements.
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LUMINEX RESOURCES BUSINESS
NOTES TO THE CONDENSED CARVE-OUT COMBINED INTERIM FINANCIAL STATEMENTS
Three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
5.

RECEIVABLES

March 31, 2018

December 31, 2017

Refundable goods and services tax
Other

$

12,310
26,523

$

27,315
22,557

Total receivables

$

38,833

$

49,872

All amounts are short-term and the net carrying value of receivables is considered a reasonable approximation of fair
value. The Business anticipates full recovery of these amounts and therefore no impairment has been recorded against
receivables. The Business’s receivables are all considered current and are not past due. The Business does not hold any
collateral related to these assets.

6.

PROPERTY AND EQUIPMENT
Property &
Equipment

Land(1)

Total

Cost
December 31, 2017
Additions

$

553,031
-

$

387,033
3,920

$

940,064
3,920

March 31, 2018

$

553,031

$

390,953

$

943,984

Accumulated Depreciation
December 31, 2017
Depreciation for the period

$

-

$

38,315
10,995

$

38,315
10,995

March 31, 2018

$

-

$

49,310

$

49,310

Net book value
December 31, 2017

$

553,031

$

348,718

$

901,749

March 31, 2018

$

553,031

$

341,643

$

894,674

(1)

The Business has purchased various small local farm lands in the area of its mineral properties that are of strategic value
representing important surface rights over which it has mineral rights and access.

Depreciation expense relating to property and equipment utilized in E&E activities is expensed to E&E and is included in
field office costs.
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7.

EXPLORATION AND EVALUATION ASSETS AND EXPENDITURES
(a)

Exploration and evaluation assets
The Business has various mineral exploration project and concession areas in Ecuador as follows:
Condor: The Business has nine concessions located in the Zamora-Chinchipe Province in southeast Ecuador,
collectively known as the “Condor Project” and totaling 10,101 hectares. Effective January 1, 2018, the
Business is including the Escondida (1,204 hectares awarded in January 2017) and Santa Elena (628 hectares
obtained in December 2016) concession areas in the Condor Project.
Pegasus: In November 2016, the Business, pursuant to a public tender process in Ecuador, was awarded the
Pegasus A1-7 and Pegasus B8-14 concessions. These concessions are an early-stage gold project comprising
66,525 hectares and are located approximately 150 kilometres southwest of Quito. In June 2017, the Business
was awarded an additional concession of 835 hectares, known as “Luz,” which is adjacent to the Pegasus A
concessions.
Tres Picachos / La Canela / Orquideas / Yawi: In December 2016, the Business was awarded the following
concessions: Tres Picachos (4,828 hectares) and La Canela (3,187 hectares) which are located approximately
100 kilometres southwest of the Condor Project and Orquideas (4,743 hectares) which is located in proximity to
the Condor Project. The Business was awarded the Yawi concession area (1,494 hectares) in February 2017.
This concession is located approximately 50 kilometres south of the Condor Project.
Optioned Concessions: The Business also obtained certain concessions under an option with Proyectmin S.A.
(“Proyectmin”), a related party, whereby the Business will fund the required work commitments on the
concessions and after two years, the concessions will be transferred to the Business. The optioned concessions
acquired include:
i.
ii.
iii.
iv.
v.

Palma Real, obtained in November 2016, and located in Northern Ecuador, consisting of
four concession areas totaling 19,775 hectares;
Cascas, obtained in January 2017, consisting of two concession areas totaling 9,998
hectares located approximately 25 kilometres southwest of the Condor Project;
Santa Elena, as described under “Condor” above;
Quimi, obtained in May 2017, consisting of two concession areas totaling 2,732 hectares
located on trend with the Condor Project; and
Tarqui, obtained in May 2017, consisting of two concession areas totaling 4,817 hectares
located on trend with the Condor Project.

On April 18, 2018, the Business acquired Proyectmin for an amount of $35,000 which eliminates the need for
the option and brings the ownership of the areas directly under control of the Business.
To maintain its mineral concessions the Business is required to meet certain spending requirements as
communicated to the Government of Ecuador. Further details are provided in Note 16.
Acquisition costs and carrying value of the Condor Project is $47,487,910 as at March 31, 2018 and December
31, 2017.
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7.

(b)

$ 101,722

Costs incurred during the period

$ 3,639,195
1,093,254
$ 4,732,449

$ 132,535
101,722
$ 234,257

$

$

$

109,123

76,733
32,390

32,390

-

907
664
-

La Canela
$
30,819
-

$ 739,330

$ 455,139
284,191

$ 284,191

42,248

29,202
24,747
1,209
27,723
11,781
6,282
11,314
-

Orquideas
$ 47,526
11,802
10,602
59,755

$ 599,939

$ 402,327
197,612

$ 197,612

-

-

Palma
Real
$ 191,050
6,562
-

854,079

$ 2,139,272

$ 1,285,193
854,079

$

13,759

372
23,629
6,772
113,337
16,223
-

Pegasus
$ 652,195
9,627
11,402
6,763

64,752
59,365

59,365

$ 124,117

$

$

1,731

3,525
17,505
6,264
860
-

Quimi
$ 26,656
2,202
622

78,281
148,083
$ 226,364

$

$ 148,083

8,289

241
9,806
1,172
36,132
7,912
8,186
-

Tarqui
$ 47,284
9,396
15,586
4,079

77,797

$ 207,234

$ 129,437
77,797

$

3,070

1,290
3,936
16,075
852
-

Tres
Picachos
$ 46,878
1,623
392
3,681

$

$

$

$

48,131

32,433
15,698

15,698

-

907
310
-

Yawi
14,481
-

$

$

$

$

9,160,216

6,296,025
2,864,191

2,864,191

182,661

43,135
98,249
67,437
154,710
175,729
270,909
110,937
6,282
81,198
23,978

TOTAL
1,237,041
50,776
94,980
266,169

(3)

(2)
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Project management and social and community costs include payments made to key management personnel (see Note 15).
Costs for the Condor Project incurred since acquisition of Ecuador Gold and Copper Corp. on November 1, 2016.
Costs for Escondida and Santa Elena, which are included in the Condor Project since January 1, 2018, totalled $26,001 for the three months ended March 31, 2018. Cumulative E&E spend on the two areas as
at the beginning of the period was $124,299

(1)

113,297

267
$ 1,093,254

41,845
98,249
35,808
88,093
166,576
60,137
67,905
59,291
23,978

1,547
-

Mineral rights
Legal fees
Assays / Sampling
Camp
Camp access and
improvements
Drilling
Environmental, Health & Safety
Field office
Geological consulting
Geological and field staff
Project management(1)
Reports
Social and community(1)
Share-based payment (Note 9)
Transportation and
accommodation

Cumulative E&E incurred,
beginning of period
E&E incurred during the period
Cumulative E&E incurred, end
of period

Condor(2) (3)
$
83,561
6,247
56,998
191,269

Cascas
$ 96,591
3,317
-

The Business’ exploration and evaluation expenditures on its projects for the three months ended March 31, 2018 are as follows:

Exploration and evaluation expenditures

EXPLORATION AND EVALUATION ASSETS AND EXPENDITURES (continued)

(expressed in U.S. dollars)

Unaudited

Three months ended March 31, 2018 and 2017

LUMINEX RESOURCES BUSINESS
NOTES TO THE CONDENSED CARVE-OUT COMBINED INTERIM FINANCIAL STATEMENTS

M-13

7.

(2)

(1)

96,333
96,333

$

96,333

Cascas
95,211
455
510
98
59

$

$

Costs incurred during the period

Cumulative E&E incurred, beginning
of period
E&E incurred during the period
Cumulative E&E incurred, end of
period

$

Mineral rights
Legal fees
Assays / Sampling
Camp
Drilling
Environmental, Health & Safety
Field office
Geological consulting
Geological staff
Project management(1)
Social and community(1)
Share-based payment (Note 9)
Transportation and accommodation

$

$

718,754

259,491
459,263

459,263

Condor (2)
52,252
21,091
97
33,103
3,083
167,042
27,367
58,053
29,700
18,241
16,344
32,890

$

$

$

$

$

13,308

13,308

13,308

Escondida
$
12,320
227
257
377
127
-

$

$

$

38,596

38,596

38,596

La Canela
$
31,800
639
252
1,005
3,017
1,093
369
421

$

$

$

81,030

1,776
79,254

79,254

Orquideas
$
45,591
2,198
3,644
3,175
4,870
11,432
2,239
756
5,349

$

$

$

244,578

26,202
218,376

218,376

Palma Real
$ 195,665
4,167
77
4,183
51
3,996
8,160
766
259
1,052
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$

$

$

$

901,388

86,403
814,985

814,985

Pegasus
639,227
25,853
2,996
26,569
123
24,578
57,396
23,027
7,769
7,447

$

$

$

6,942

267
6,675

6,675

Santa Elena
$
2,666
446
2,385
767
133
149
129

The Business’ exploration and evaluation expenditures on its projects for the three months ended March 31, 2017 is as follows:

Exploration and evaluation expenditures (continued)

Project management and social and community costs include payments made to key management personnel (see Note 15).
Costs for the Condor Project incurred since acquisition of EGX on November 1, 2016.

(b)

EXPLORATION AND EVALUATION ASSETS AND EXPENDITURES (continued)

(expressed in U.S. dollars)

Unaudited

Three months ended March 31, 2018 and 2017

LUMINEX RESOURCES BUSINESS
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$

$

$

56,289

1,776
54,513

54,513

Tres Picachos
$
47,595
601
75
918
3,016
1,541
520
247

$

$

$

$

14,446

14,446

14,446

Yawi
12,778
942
178
410
138
-

$

$

$

$

2,171,664

375,915
1,795,749

1,795,749

TOTAL
1,135,105
56,619
6,814
69,742
3,083
174
204,121
27,367
141,207
59,400
28,179
16,344
47,594

LUMINEX RESOURCES BUSINESS
NOTES TO THE CONDENSED CARVE-OUT COMBINED INTERIM FINANCIAL STATEMENTS
Three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
8.

NON-CONTROLLING INTEREST (“NCI”)
The following table summarizes information related to the Group’s non-controlling interest which has a 10% interest in
Condormining Corporation S.A. (see Note 15), which in turn holds Bestminers S.A. and Condor Mine S.A.:

March 31, 2018
160,014
25,282,093
(223,203)
25,218,904
10%
2,521,890
1,922,746

$

March 31, 2017
545,848
22,423,366
(140,956)
22,828,258
10%
2,282,826
2,470,341

Current assets
Non-current assets
Current liabilities
Net assets
NCI percentage
Net assets of individual entities attributable to the NCI
Adjustments on consolidation of individual entities subject to NCI

$

Net assets attributable to the NCI

$

Net loss and comprehensive loss
NCI percentage

For the three months ended
March 31, 2018
March 31, 2017
$
899,780
$
336,850
10%
10%

Net loss and comprehensive loss attributable to NCI

$

4,444,636

$

89,978

$

4,753,167

33,685

The entities subject to a NCI incurred the following cash expenditures during the three months ended March 31, 2018: (i)
$1,023,673 on operating activities (three months ended March 31, 2017 - $315,316); and (ii) $3,920 on investing activities
(three months ended March 31, 2017 - $6,418).

9.

OWNER’S NET INVESTMENT
Lumina’s investment in the operations of the Business is presented as owner’s net investment in the carve-out combined
interim financial statements.
Lumina has a stock option plan whereby it may grant options to directors, officers, employees and consultants of Lumina.
Share-based payment expense, which is included in owner’s net investment, was allocated to the Business based on
specific expenses related to project expenditures or on a pro-rata basis as described in Note 3(b) for non-exploration and
evaluation expenditures. Share-based payments amounts recorded in these carve-out combined interim financial
statements include allocations of $83,185 (three months ended March 31, 2017 - $121,520) related to fees, salaries and
other employee benefits and $23,978 (three months ended March 31, 2017 - $16,344) related to exploration and
evaluation expenditures.

10.

FEES, SALARIES AND OTHER EMPLOYEE BENEFITS

Fees and salaries
Share-based payments (Note 9)

$

Fees, salaries and other employee benefits

$
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Three months ended March 31,
2018
2017
105,772
$
83,188
83,185
121,520
188,957

$

204,708

LUMINEX RESOURCES BUSINESS
NOTES TO THE CONDENSED CARVE-OUT COMBINED INTERIM FINANCIAL STATEMENTS
Three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
11.

CAPITAL RISK MANAGEMENT
It is the Business’ objective when managing capital to safeguard its ability to continue as a going concern in order that it
may continue to explore and develop its mineral properties and continue its operations for the benefit of its shareholders.
The Business’ objectives when managing capital are to:
(a)
(b)

continue the exploration and development of its mineral properties; and
support any expansion plans.

The Business considers its equity, which includes owner’s net investment and accumulated deficit as capital. The
Business is dependent on funds provided by Lumina to carry out its planned exploration and development activities on its
mineral properties and to continue to pay administrative costs. There have not been any changes to the Business’ capital
management objective, policies and processes compared to the prior year. The Business is not subject to any externally
imposed capital requirements.
12.

FINANCIAL INSTRUMENTS
(a)

Categories of financial assets and financial liabilities
The Business’ financial assets and financial liabilities are categorized as follows:

Cash
Receivables
Environmental deposit
Accounts payable and accrued liabilities

Category
Amortized cost
Amortized cost
Amortized cost
Amortized cost

$

March 31, 2018
342,531
26,523
164,975
632,545

December 31, 2017
$
467,055
22,557
163,139
709,305

The recorded amounts for cash, receivables, environmental deposit and accounts payable and accrued
liabilities approximate their fair value due to the short-term maturities of these instruments and/or the market
interest rate being earned or charged thereon. Income earned on the Business’ cash and cash equivalents has
been disclosed in the carve-out combined interim statements of comprehensive loss under the caption “interest
income and other.”
(b)

Fair Value Measurements
The fair value of financial assets and financial liabilities at amortized cost is determined in accordance with
generally accepted pricing models based on discounted cash flow analysis or using prices from observable
current market transactions.

13.

FINANCIAL INSTRUMENT RISKS
The Business is exposed to various risks in relation to financial instruments. The main types of risk are credit risk, liquidity
risk and market risk. These risks arise from the normal course of the Business’ operations and all transactions undertaken
are to support the Business’ ability to continue as a going concern. The risks associated with financial instruments and the
policies on mitigation of such risks are set out below. Management manages and monitors these exposures to ensure
appropriate measures are implemented in a timely and effective manner.
(a)

Credit Risk
The Business considers that its cash, receivables and environmental deposit are exposed to credit risk,
representing maximum exposure of $534,029 (December 31, 2017 - $652,751). Credit risk is the risk that one
party to a financial instrument will fail to discharge an obligation and cause the other party to incur a financial
loss. The Business’ exposure to credit risk on its cash is minimized by maintaining these assets with high-credit
quality financial institutions. At March 31, 2018, the Business’ cash was held at two financial institutions
(December 31, 2017 – two financial institutions).

(b)

Liquidity Risk
Liquidity risk is the risk that the Business will be unable to meet its financial obligations as they become due.
The Business manages liquidity risk by ensuring that it has sufficient cash available to meet its obligations.
These requirements are met through a combination of cash on hand, disposition of assets, and from funding
provided by Lumina in the form of Owner’s investment.
At March 31, 2018, the Business’ current liabilities consisted of trade and other payables of $632,545 which are
due primarily within three months from the period end. The Business is reliant on owner investments to fund
operations.
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Three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
13.

FINANCIAL INSTRUMENT RISKS (continued)
(c)

Market Risks
The significant market risk exposures to which the Business is exposed are interest rate risk and currency risk.
Interest Rate Risk
Interest rate risk is the risk that the future cash flows and fair values of the Business will fluctuate because of
changes in market interest rates. Based on the Business’ cash as at March 31, 2018 and December 31, 2017,
and assuming that all other variables remained constant, a 1% increase or decrease in interest rates would not
have a material impact on net income.
Currency Risk
The functional currency of the Business and its subsidiaries is the U.S. dollar. The carrying amounts of financial
assets and financial liabilities denominated in currencies other than the U.S. dollar are subject to fluctuations in
the underlying foreign currency exchange rates. Gains and losses on such items are included as a component
of net loss for the period.
The Business is exposed to currency risks arising from fluctuations in foreign exchange rates primarily among
the U.S. dollar and Canadian dollar and the degree of volatility of these rates. While the Business incurs the
majority of its expenditures in U.S. dollars, G&A expenses are primarily paid in Canadian dollars. The Business
does not use derivative instruments to reduce its exposure to foreign exchange and currency risks. The
Business’ exposure to foreign currency risks on cash balances held in foreign currencies is not expected to be
significant.
The table below shows the impact that a 1% fluctuation in foreign currency rates compared to the U.S. dollar
would have on the Business’ consolidated loss, comprehensive loss and equity based upon the assets held at
March 31, 2018:

14.

Financial Instrument Type
Cash
Accounts payable and accrued liabilities

$

U.S. Dollar
805
(76,456)

Total

$

(75,651)

Currency
CAD dollar
CAD dollar

$

$

+/- 1%
Fluctuation
8
(8)
(765)
765
(757)

757

SEGMENTED DISCLOSURE
The Business is organized into business units based on the location of its mineral properties and has one reportable operating
segment, being that of the acquisition, exploration and evaluation of mineral properties in Ecuador. Reporting to the chief
decision makers is carried out on a consolidated basis.

15.

GROUP INFORMATION AND RELATED PARTY TRANSACTIONS
Information about subsidiaries
The carve-out combined interim financial statements include the following companies, all of which are under the control of
Lumina:

1083651 B.C. Ltd.*
Ecuador Gold Holdings Ltd
EMH S.A.
Condormining Corporation S.A.
Corporacion FJTX Exploration S.A.
Bestminers Ecuador S.A.
Condor Mine S.A.
* Entity was dissolved on February 14, 2018.

Country of Incorporation
Canada
Canada
Ecuador
Ecuador
Ecuador
Ecuador
Ecuador
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% Equity interest at
March 31, 2018
December 31, 2017
100
100
100
100
100
90
90
100
100
90
90
90.1
90.1

LUMINEX RESOURCES BUSINESS
NOTES TO THE CONDENSED CARVE-OUT COMBINED INTERIM FINANCIAL STATEMENTS
Three months ended March 31, 2018 and 2017
Unaudited
(expressed in U.S. dollars)
15.

GROUP INFORMATION AND RELATED PARTY TRANSACTIONS (continued)
Related party expenses and balances
Lumina incurs various expenses with related parties which will also provide services to the Business. Accordingly, the following
expenses with Lumina’s related parties have been disclosed on a pro-rata basis in line with the allocation of the related
expenses in these carve-out combined interim financial statements:

Company
Miedzi Copper Corp.
Miedzi Copper Corp.
Miedzi Copper Corp.
Mozow Copper Sp. z o. o.
Hathaway Consulting Ltd.
Koval Management Inc.
La Mar Consulting Inc.
Lyle E Braaten Law Corp.
Zen Capital & Mergers Ltd.

Nature of transactions
E&E (geological)
G&A
Fees
E&E (field office)
Fees
Fees
E&E (social and community)
Fees
Fees

$

$

Three months ended March 31,
2018
2017
11,577 $
16,399
42,128
732
21,043
24,256
12,378
6,005
640
135,158

$

5,142
8,302
27,887
19,264
22,584
18,238
5,497
617

107,531

Key management personnel compensation
Key management of the Business are considered to be the directors and officers of Lumina. The aggregate value of
compensation to key management personnel, allocated on a pro-rata basis as described in Note 3(b), includes the following:
Three months ended March 31,
2018
2017
Short-term benefits (i)
Share-based payments (ii)

$

128,537
69,129

$

112,360
101,749

Total remuneration

$

197,666

$

214,109

(i) Short-term benefits include fees and salaries, including where those costs have been allocated to E&E expenditures (see Note 7(b)).
(ii) Share-based payments are the allocation of the cost of options granted by Lumina as expensed in the statement of comprehensive loss.
(iii) Key management personnel were not paid post-employment benefits, termination benefits, or long-term benefits during the periods ended
March 31, 2018 and 2017.

16.

COMMITMENTS
As at March 31, 2018, the Business has entered into agreements that include rental of office space and infrastructure
improvements for various project areas that require minimum payments in the aggregate as follows:

Within one year
After one year but not more than five years
More than five years

$

42,000
-

$

42,000

In addition, the Business is obligated to fulfil certain investment obligations on its mineral concessions in Ecuador
pursuant to the following rules:
(a)

New concessions granted to the Business as part of the public tender process (see Note 7(a)) require minimum
expenditures per year (commencing on the registration date of the concession with the Government of Ecuador)
of$5 per hectare for each of Years 1 and 2 and $10 per hectare for each of Years 3 and 4.
Should the Business determine that it no longer wishes to maintain a concession that was granted under the
public tender process it is only required to have spent up to the required per hectare amount up until the date of
the letter of resignation from the concession. The Business’ commitment for concessions under the public tender
process, based on the concessions held at March 31, 2018, is as follows:
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Three months ended March 31, 2018 and 2017
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(expressed in U.S. dollars)
16.

COMMITMENTS (continued)

Year ended December 31, 2018*
Year ended December 31, 2019
Year ended December 31, 2020
Year ended December 31, 2021

(b)

$

615,000
1,167,000
1,185,000
1,288,000

$

4,255,000

When applying for new concessions via the public tender process in Ecuador, the Business, either directly or
under option agreement, presented its investment offers for each concession. The investment offer represents the
total amount that is required to be spent in order to maintain possession of the concession area at the end of the
four-year investment period required by the Government of Ecuador. Accordingly, should the Business wish to
retain possession of all the concession areas it holds as at March 31, 2018, the Business’ commitment is as
follows:

Year ended December 31, 2018*
Year ended December 31, 2019
By dates ranging from December 15, 2020 – July 24, 2021 (the 4-year anniversary
dates of concessions granted)

$

615,000
1,167,000
20,889,000

$

22,671,000

These amounts would include any expenditures as noted in (a) above.
(c)

Concessions in Ecuador that were not acquired via the public tender process (i.e. the Condor Project) require the
Business to submit an annual expenditure plan to the Government of Ecuador outlining the minimum amount of
committed expenditures for the upcoming year. The total obligation of the Business for these concession areas for
the year ending December 31, 2018 is approximately $351,000.

* Amounts in the tables above for the year ended December 31, 2018 have not been adjusted for expenditures in the
three months ended March 31, 2018. As disclosed in Note 7(b), the Business has incurred E&E expenditures (excluding
share-based payment) of approximately $2.8 million during the three months ended March 31, 2018. Final expenditure
amounts are reported to the Government of Ecuador following the end of the fiscal year and may vary per project from the
disclosures in the Business’ combined financial statements due to in-country allocation of field office expenses.
17.

POST-REPORTING DATE EVENT
On June 20, 2018 Lumina signed a formal earn-in agreement (the "Earn-In Agreement") with First Quantum Minerals Ltd.
("FQM") relating to the Orquideas and Cascas concessions (the "Properties"). Upon conclusion of the Arrangement, the
Earn-In Agreement will be assigned to the Business. Under the terms of the Earn-In Agreement, FQM has committed to
fund a minimum of $1.5 million in exploration expenditures and fees by the end of year one, after which it can withdraw
from the agreement with no retained interest. If FQM chooses to continue funding beyond year one they would have the
right to earn 51% ownership in the Properties (“First Earn-in”) by meeting the required spending commitments over the
five year period and paying certain cash payments to Lumina and / or the Business. Spending commitments and
estimated concession license fees over the First Earn-in total $31.5 million. Pursuant to the terms of the Earn-In
Agreement, Lumina received $100,000 upon signing, and was reimbursed approximately $840,000 (as part of the
contribution commitment described above) for expenditures made on the Properties from September 2017 to mid-May
2018. In addition, cash payments of $6.9 million would be received over the duration of the First Earn-in period. FQM
would have the right under the agreement to stop funding prior to completion of the First Earn-in on either or both of the
Properties. FQM would also have the right to earn an additional 19% ownership in the Properties (“Second Earn-in”) by
solely funding all the required work up to a decision to commence commercial development of a mine, taking FQM’s
ownership in the Properties to 70%. Post the completion of the Second Earn-in, the Business would be responsible for
funding its 30% share of any capital required to develop and construct a mine at the Properties.
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SCHEDULE “N”
LUMINEX RESOURCES CORP.
AUDIT COMMITTEE OF THE BOARD OF DIRECTORS
CHARTER
1.

Each member of the Audit Committee (the “Committee”) shall be a member of the board of directors (the
“Board”) of Luminex Resources Corp. (“Luminex”), in good standing, and the majority of the members of
the Committee shall be independent in order to serve on this Committee.

2.

At least one of the members of the Committee shall be financially literate.

3.

The Committee shall:
(i)

review this Charter annually, reassess the adequacy of this Charter, and recommend any proposed
changes to the Board. The Committee shall consider changes that are necessary as a result of new
laws or regulations;

(ii)

meet at least four times per year, and each time the Company proposes to issue a press release with
its quarterly or annual earnings information. These meetings may be combined with regularly
scheduled meetings, or more frequently as circumstances may require. The Committee may ask
members of management of the Company (“Management”) or others to attend the meetings and
provide pertinent information as necessary;

(iii)

conduct executive sessions with the outside auditors, outside counsel, and anyone else as desired by
the Committee;

(iv)

be authorized to hire outside counsel or other consultants as necessary (this may take place any time
during the year);

(v)

approve any non-audit services provided by the independent auditors, including tax services, review
and evaluate the performance of the independent auditors and review with the full Board any
proposed discharge of the independent auditors;

(vi)

shall review with Management the policies and procedures with respect to officers’ expense
accounts and perquisites, including their use of corporate assets, and consider the results of any
review of these areas by the independent auditor;

(vii)

consider, with Management, the rationale for employing accounting firms rather than the principal
independent auditors;

(viii)

inquire of Management and the independent auditors about significant risks or exposures facing the
Company and assess the steps Management has taken or proposes to take to minimize such risks to
the Company; and periodically review compliance with such steps;

(ix)

review with the independent auditor, the audit scope and plan of the independent auditors and
address the coordination of the audit efforts to assure the completeness of coverage, reduction of
redundant efforts, and the effective use of audit resources;

(x)

inquire regarding the “quality of earnings” of the Company from a subjective as well as an objective
standpoint;

(xi)

review with the independent accountants:
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(a)

the adequacy of the Company’s internal controls including computerized information
systems controls and security; and

(b)

any related significant findings and recommendations of the independent auditors together
with Management’s responses thereto;

(xii)

review with Management and the independent auditor the effect of any regulatory and accounting
initiatives, as well as off-balance-sheet structures, if any;

(xiii)

review with Management, the independent auditors, the interim annual financial report before it is
filed with the regulatory authorities;

(xiv)

review with the independent auditor that performs an audit: (a) all critical accounting policies and
practices used by the Company; and (b) all alternative treatments of financial information within
generally accepted accounting principles that have been discussed with Management, the
ramifications of each alternative and the treatment preferred by the Company;

(xv)

review all material written communications between the independent auditors and Management;

(xvi)

review with Management and the independent auditors:
(a)

the Company’s annual financial statements and related footnotes;

(b)

the independent auditors’ audit of the financial statements and their report thereon;

(c)

the independent auditor’s judgments about the quality, not just the acceptability, of the
Company’s accounting principles as applied in its financial reporting;

(d)

any significant changes required in the independent auditors’ audit plan; and

(e)

any serious difficulties or disputes with the Management encountered during the audit;

(xv)

periodically review the Company’s Code of Ethical Business Practices to ensure that it is adequate
and up-to-date;

(xvi)

review the procedures for the receipt, retention, and treatment of complaints received by the
Company regarding accounting, internal accounting controls, or auditing matters that may be
submitted by any party internal or external to the organization, and review any complaints that might
have been received, current status, and resolution if one has been reached;

(xvii)

review procedures for the confidential, anonymous submission by employees of the organization of
concerns regarding questionable accounting or auditing matters, and review any submissions that
have been received, the current status, and resolution if one has been reached; and

(xviii)

perform such other functions as assigned by law, the Company’s articles, or the Board.
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