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This discussion and analysis (this “MD&A”) is management’s assessment of the results and financial condition of SolGold 
plc (“SolGold” or the “Company”) and its controlled subsidiaries (the “Group”) and should be read in conjunction with 
the Group’s audited consolidated financial statements for the years ended 30 June 2020 and 2019 and the notes thereto.  
The financial statements have been prepared in accordance with International Financial Reporting Standards as issued 
by the International Accounting Standards Board (“IASB”).   
 
Management is responsible for the preparation of the financial statements and this MD&A. Unless otherwise stated, all 
amounts discussed in this MD&A are denominated in United States dollars. 
 
Mr Jason Ward (CP, B.Sc. Geol.), the Chief Geologist of the Group is a “Qualified Person” as defined in NI 43-101 and has 
reviewed and approved the technical information in this MD&A with respect to all of the Group’s properties. 
 
The information included in this MD&A is as of 17 September 2020 and all information is current as of such date. Readers 
are encouraged to read the Company’s Regulatory News Service (“RNS”) announcements filed on the London Stock 
Exchange and on the System for Electronic Document Analysis and Retrieval ("SEDAR") under the Company's issuer 
profile at www.sedar.com. 
 

DESCRIPTION OF BUSINESS 

 
SolGold is a UK incorporated company that is based in Brisbane, Australia, dual LSE and TSX-listed (SOLG on both 
exchanges) and has a leading exploration and project team focussed on copper-gold exploration and mine development 
with assets in Ecuador, Solomon Islands and Australia. SolGold, with 76 concessions covering approximately 3,065km2, is 
the largest and most active concession holder in Ecuador (based on exploration expenditure reported by SNP Global) and 
is aggressively exploring the length and breadth of this highly prospective and gold-rich section of the Andean Copper 
Belt. SolGold’s primary objective is to discover, define and develop world-class copper-gold deposits. Alpala, SolGold’s 
85% owned "World Class" (Refer to www.solgold.com.au/cautionary-notice/) flagship copper-gold porphyry project (the 
“Project”), is located in northern Ecuador on the under-explored northern section of the richly endowed Andean Copper 
Belt. 
 
Having fulfilled its earn-in requirements SolGold is a registered shareholder with an unencumbered legal and beneficial 
85% interest in Exploraciones Novomining S.A. ("ENSA") and approximately 4.81% (excluding share options and warrants) 
of TSX-V-listed Cornerstone Capital Resources Inc. ("Cornerstone"), which holds the remaining 15% of ENSA, the 
Ecuadorean registered company which holds 100% of the Cascabel concession, that includes the Alpala deposit. 
 
Alpala has produced some of the greatest drill hole intercepts in porphyry copper-gold exploration history, with over 
217,225m of diamond drilling completed on the Project since discovery. The Project has defined to date 9.9 million tonnes 
of contained copper and 21.7 million ounces of gold and 92.2 million ounces of silver in Measured and Indicated 
Resources, and 1.3 million tonnes of contained copper and 1.9 million ounces of gold in Inferred Resources as per the 
third Mineral Resource Estimate (“MRE#3”), which translates into 88 million gold equivalent ounces  based on a copper 
price of US$3.30/lb and gold price of US$1,300/oz. The total project expenditures to date are US$173 million, which 
correlates to US$1.97 spent to define an ounce of gold (on a gold equivalence basis).  
 
Following its discovery of Alpala, SolGold has attracted the attention of some of the world’s largest global mining 
companies. Since September 2016, Newcrest Mining Limited (“Newcrest”) and BHP Billiton Holdings Limited (“BHP”) 
have acquired SolGold shares multiple times at a premium to prevailing market prices demonstrating the widespread 
industry endorsement of the Project. As a result of the additional subscription of 77,000,000 ordinary shares on 2 
December 2019, BHP has increased its total shareholding to 282,721,826 ordinary shares, approximately 13.64% of the 
Company’s issued share capital. Newcrest continues to hold 281,216,471 ordinary shares, approximately 13.57% of the 
Company’s issued share capital. 

  

http://www.sedar.com/
http://www.solgold.com.au/cautionary-notice/
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SolGold’s Board and Management Team have substantial vested interests in the success of the Company as shareholders 
as well as strong track records in the areas of exploration, mine appraisal and development, investment, finance and law. 
SolGold’s experience is augmented by state of the art geophysical and modelling techniques and the guidance of 
porphyry copper and gold expert Dr Steve Garwin. 
 

RESULTS OF OPERATIONS 
 

PERFORMANCE DURING THE REPORTING PERIOD  

The period has seen further positive developments at Alpala with the completion and release of  MRE#3 (released April 
7, 2020), completion of the Phase 2 metallurgical test work results (released on April 29, 2020), appointment of key 
employees, on-going field activities to support the advancement of the Pre-Feasibility Study (“PFS”) (before COVID-19 
related travel restrictions commenced), the conclusion of an Expression of Interest process for offtake of Alpala 
concentrate and on-going negotiations with potential off-takers (concentrate smelters), successful equity raising of 
US$40 million with the addition of new institutional shareholders, and a US$100 million Net Smelter Returns Financing 
Agreement with Franco-Nevada Corporation, with an option to upsize the financing to US$150 million at the Company’s 
election, with reference to the Alpala project and the remainder of the Cascabel license in northern Ecuador.  SolGold 
and Franco-Nevada also entered into a US$15 million secured Bridge Loan Agreement of immediately available funds as 
an initial advance prior to closing the NSR Financing Agreement for an initial four month period, with an option to extend 
for another four months. The US$15 million (net of legal costs) pursuant to the BLA was received during the reporting 
period.  
 
New Senior Management Appointments 

Despite the current COVID-19 operation restrictions and global employment struggles, we have maintained our 
workforce during the period, and have brought on further valuable senior management appointments to the SolGold 
team. The Company also appointed a new Independent Non-Executive Director to the Board.  
 
Ingo Hofmaier was appointed to the position of Executive General Manager, Project and Corporate Finance. He joined 
from London based investment banking firm Hannam & Partners, where he was instrumental in building the mining 
investment banking practice over the last six years.  He was corporate broker to a dozen UK listed mining stocks, and 
worked on the USD$3bn financing of the Aluminium Bahrain 500kt aluminium smelter expansion, the recapitalisation of 
Kenmare Resources, the acquisition of Stillwater (by Sibanye) and Ivanhoe (by Rio Tinto), funded bulk and base metals 
mines into production and counted numerous global hedge funds and private equity investors among his clients over the 
years. 
 
Dr Greg Harbort was appointed to the position of General Manager – Process and Metallurgy in October of 2019. Greg 
has 33 years of in-depth experience in copper and precious metals extraction and mineral processing, including heap 
leaching, gravity concentration, flotation, leaching and purification, roasting, and fuming. He has authored 47 technical 
publications, contributed to seven books on mineral processing technology, flotation development and flotation 
optimization and is the co-author of “History of Flotation” and contributing author of SME “Mineral Processing & 
Extractive Metallurgy Handbook”. Greg brings a wealth of porphyry copper experience, including five years working for 
Philex Mining Corp Padcal site, recognised as one of the world’s most efficient block cave operations.  
 
Peter Holmes has been appointed as Director of Studies. Peter is a mining engineer and has extensive professional 
experience gained in multi-geographies including South America. Peter’s experience includes Executive level roles in mid-
tier mining companies in recent years, formerly with Barrick Gold and Placer Dome as a senior Director of Project 
Execution. 
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Nadine Dennison has been appointed as Chief Human Resources Officer. Nadine brings extensive professional experience 
from the UK and Australia to SolGold, having held executive level roles in major oil and gas and mining organisations 
across several commodities. Before joining SolGold, Nadine worked for several years with BHP, in her last role as Head 
of Human Resources Business Partnership for its coal division, and in a similar role in iron ore previously. 
 
Steve Belohlawek has been appointed as General Manager-Underground Development and Mining and has extensive 
experience as an underground mining engineer with over 20 years of project development and operations experience at 
world-class, large-scale mines in Australia and Indonesia.  His career is built upon large scale underground mine design, 
scheduling, project development, mine commissioning and ramp-up. His experience includes 10 years at Freeport’s 
underground block cave Grasberg mine expansions during which existing underground mines were expanded and two 
new super block caves were developed.  
 
Elodie Grant Goodey was appointed as a Non-Executive Director to the SolGold Board. Elodie is an ESG expert with more 
than 25 years' experience in social risk assessment, stakeholder engagement, social performance, tax transparency and 
human rights in diverse environments often related to emerging markets, previously working with BP plc as Chief of Staff 
North Africa, External Affairs, Head of Communication for Exploration and Production and most recently as Head of 
Societal Issues and Stakeholder Engagement for the entire group.  
 
We remain committed to establishing and implementing sustainable practices and building the foundations for a positive 
legacy for all our stakeholders. Providing equal opportunities and having a largely local workforce makes SolGold a strong 
contributor to the local economy. SolGold has a total of 626 employees, of whom 98% are Ecuadorean while 14% of the 
workforce is female.  
 
COVID-19 Response 

SolGold is committed to the safety and wellbeing of its employees and communities. As a result of the state policy and 
the reaction from many communities within its areas of operations to the potential for transfer of COVID-19, the Group 
is complying with government preventative measures applied in each of the countries that SolGold has a presence. 
 
The Group is and will continue to support its employees, will carry on contributing to the economy of Ecuador as far as 
possible for the immediate future and will monitor the management of the workforce and interactive COVID-19 
management protocols. SolGold is also actively supporting local communities in their efforts to curtail the spread of the 
virus, along with supporting our employees, and a comprehensive information programme has been rolled out to both. 
In response to requests from local authorities and control agencies on the front line of public activities related to COVID-
19, two shipments of personal protection equipment have been delivered to medical, police and military personnel in 
the area.  
 
Regional teams are resuming activities as government COVID requirements specific to regional areas and local 
communities allow, however the Alpala prefeasibility study is continuing externally, using available information which 
has already been substantially gathered form site. Geotechnical drilling in the Alpala deposit is expected to resume as 
soon as possible after travel restrictions affecting most countries including Ecuador are lifted.  
 
Cornerstone Offer 
 
During the reporting period, SolGold formally commenced the offer to acquire all of the issued and outstanding common 
shares of Cornerstone Capital Resources Inc (“Cornerstone”). The all-stock transaction of 11 ordinary shares of SolGold 
(or at the election of certain shareholders subject to tax in Canada, 11 exchangeable shares) for each Cornerstone share 
represented a premium of approximately 22% over Cornerstone's closing price on the TSX Venture Exchange on 29 June 
2020 and a premium of 56% based on the volume weighted average trading price from the 12 months before the offer 
was made. Should the offer be accepted by Cornerstone shareholders, the consolidation of the two companies will result 
in a more attractive ownership structure of the Alpala Project. 
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Equity Raising  

During the reporting period, SolGold successfully raised US$40 million in equity, which saw the addition of new 
institutional investors to the Company’s registry. The placing was done at a competitive price of 21.5p per share at a 
discount of 8.7% to the share price at the time of the raising.  The funds raised from the placing will be primarily used to 
fund SolGold’s regional exploration programme over the next 18 months. BHP Holdings Limited (“BHP”) became the 
largest shareholder by investing a further US$22 million for 77 million shares at 22.15p in November of 2019.  
 
Net Smelter Returns - Royalty Financing 
 
During the reporting period, SolGold entered into a US$100 million Net Smelter Returns Financing Agreement with 
Franco-Nevada Corporation, with an option to upsize the financing to US$150 million at the Company’s election, with 
reference to the Alpala project and the remainder of the Cascabel license in northern Ecuador. SolGold and Franco-
Nevada also entered into a US$15 million secured Bridge Loan Agreement of immediately available funds as an initial 
advance prior to closing the NSR Financing Agreement. The US$15 million (net of legal costs) pursuant to the BLA was 
received during the reporting period.  
 
Key terms to the financing include:  

• Funding Amount: US$100 million with upscale to $150 million 
• Royalty Terms: 1.0% NSR for $100 million + further 0.5% NSR on additional upscaled $50 million 
• Buyback: A 50% buy-back option exercisable at SolGold’s election for six years from closing at a price delivering 

Franco-Nevada a 12% IRR 
• Gold conversion: option in favour of Franco-Nevada to convert the NSR interest into a gold-only NSR interest (six 

years from year two of operations)  
• Proceeds to fund the costs to complete Feasibility Study, with any surplus to be used for SolGold’s share of the 

development of Alpala 
• Conditions precedent to the NSR Financing were satisfied post year-end. 

Franco-Nevada also indicated its interest to participate in the financing of SolGold’s share of the mine development at 
Alpala via a gold stream (subject to further studies).  
 
Expression of Interests by International Commodity Traders for Off-take and Funding and Engagement with Smelters 

In October 2019, the Company started engaging with leading copper smelters and established commodity traders to 
assess the extent of interest and commercial value of Alpala’s copper concentrate which, based on metallurgical test 
work to date, contains: 

• high copper 
• high precious metals 
• low deleterious elements 
• A well-balanced combination of sulphur, iron and copper 

 
Based on the high level of interest in this quality concentrate, the Company subsequently invited commodity traders to 
submit an initial Expression of Interest (“EoI”), covering: 

• Their intended sales and marketing strategy for Alpala concentrate 
• Proposed offtake volumes and tenures 
• Comprehensive commercial terms 
• Ability for short- and long-term financial support 

 
  



 

5 | P a g e  
 

 
The Company has to date received 10 qualifying Expressions of Interest, with further submissions expected following the 
easing of COVID-19 restrictions. The offtake terms, while non-binding, are sufficiently detailed to give the Company 
confidence that binding agreements can be reached during forthcoming negotiations. 
 
Demand for Alpala’s concentrate from traders was significantly in excess of planned production volumes, testament to 
the inherent quality and value of the material.  
 
The Company has also received material offers of funding in exchange for offtake from a number of traders. These include 
the provision of both short-term and longer-term capital with proceeds available for studies, mine construction and cost 
overruns as well as working capital during ramp-up. The Company is now ranking and selecting a short-listed group of 
traders with a view to finalising offtake agreements as well as funding support. 
 
Concurrently, SolGold has engaged directly with state-of-the-art copper smelters in Canada, China, Europe, India, Japan 
and Korea known to be able to process high quality concentrate. The reactions have been overwhelmingly positive and 
SolGold’s concentrate assays which have been further confirmed by test results undertaken by smelters, evidence that 
Alpala’s concentrate is likely to establish itself as a premier global concentrate coveted by smelters.  Discussions with 
traders and smelters will continue, as a complementary, integral process of SolGold’s overall project finance strategy. 
 
Alpala Project (Ecuador) 

While COVID-19 has emerged as the dominant safety consideration in this year, SolGold’s safety program continues with 
training, inspections, auditing and improvements being completed. 
 
The social baseline update for communities within the direct and indirect areas of influence has been completed in this 
reporting period. Social baselines provide feedback on emerging issues or the evolving needs of the community that in 
turn informs the SolGold social program including the community projects that are supported by SolGold. 
 
During the period from July 1, 2019 to June 2020, the SolGold nursery produced 75,794 plants of native forest species, 
45,710 forest species were planted that cover an area of 46.72 ha, as part of our 1 Million Plants initiative.  

SolGold’s focus during the period was the collection of additional metallurgical, geotechnical, hydrological and 
hydrogeological data for MRE#3 (now completed) and the PFS. The conversion of most of the second Mineral Resource 
Estimate (“MRE#2”) Indicated and Inferred Resource into Measured and Indicated Resources has been a major objective 
of the drilling in 2019 as MRE#3 forms the basis for the PFS. The PFS currently underway is concentrating primarily on 
field and laboratory work to ensure all other inputs are available as planned, including: 
 

• Underground geotechnical data collection and testing; 
• Surface geotechnical investigation on areas identified for major infrastructure; 
• Hydrogeological; 
• Surface hydrology; 
• Topographical surveys; 
• Metallurgical test work (next phase); 
• Geometallurgical model; and 
• Site assessment for Tailings Storage Facility (TSF). 

 
In parallel with the above activities, study work concerning the mining, ore processing and infrastructure component of 
the PFS are proceeding as the above inputs become available.  
 
No drilling has been completed at Alpala in the quarter ended 30 June 2020 as part of the Company’s prudent cash 
management, with an overall satisfactory program completed in 2019 in the context of necessary study related drilling 
and more recently the restrictions surrounding work and mobility in response to COVID-19.  
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Regional Exploration (Ecuador) 

The Company wholly owns four other subsidiaries active throughout the country that are now focussed on 13 high 
priority gold and copper resource targets, several of which the Company believes have the potential, subject to resource 
definition and feasibility, to be developed in close succession or even on a more accelerated basis compared to Alpala. 
Results from the Company’s regional exploration programs at Porvenir, Blanca, Sharug, Cisne-Loja, La Hueca and Rio 
Amarillo projects are testament to this following the discovery of a large copper gold mineralisation at all these projects 
with the geochemical and geophysical hallmarks of large porphyry systems. 
 
SolGold received all regulatory licencing approvals to begin scout drilling at the Porvenir, Blanca and La Hueca projects. 
This has been made possible with the government recognising and approving the need, in the Initial Exploration phase, 
for initial drilling to identify any potential deposit.  
 
Regional Exploration (Queensland) 

Fieldwork planned for the 2020 exploration season that was due to commence in March/April did not eventuate due to 
government and health department regulations and compliance restrictions in place as a result of COVID 19.  
The main activities are the ongoing development of targets for the planned drilling programs.  EPM 27211 (Mt Pring) was 
granted 21 May 2020 for an initial term of three years.  
 
Regional Exploration (Solomon Islands) 

Ongoing community consultation continues within the Kuma project area. 
 

FINANCE 
 
 
At 30 June 2020 the Group had cash and cash deposits of US$46,895,243. 
 
The Company completed the following financing activities during the year ended 30 June 2020: 

• Placement of US$22 million to BHP 
• Binding Net Smelter Returns Financing Agreement with Franco-Nevada Corporation (see Royalty Financing) 
• Placement of US$40 million to institutional investors 

 
Royalty Financing 
 
On 11 May 2020 the Company announced that it had entered into a US$100 million Net Smelter Returns Financing (“NSR 
Financing”) Agreement with Franco-Nevada Corporation (“Franco-Nevada”), with an option to upsize the financing to 
US$150 million at the Company’s election, with reference to the Company’s flagship Alpala copper-gold project and the 
remainder of the Cascabel license in northern Ecuador.  Concurrently with the entering into of the NSR Financing 
Agreement, SolGold and Franco-Nevada have also entered into a US$15 million secured Bridge Loan Agreement (“BLA”) 
of immediately available funds as an initial advance (the “Advance”) prior to closing the NSR Financing Agreement.  The 
US$15 million (net of legal costs) pursuant to the BLA was received on 12 May 2020. All conditions of the NSR Financing 
have been fulfilled at the date of this report and the US$100 million less the amount of outstanding principal and interest 
under the US$15 million secured bridge loan pursuant to the BLA has been received. 
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OPERATING RESULTS 
 
The Group incurred a loss after tax of US$14,123,753 and loss per share of 0.7 cents per share for the financial year ended 
30 June 2020 compared to a loss after tax of US$32,069,793 and loss per share of 1.8 cents per share for the financial 
year ended 30 June 2019. Expenses incurred during the financial year ended 30 June 2020 were US$13,786,625 compared 
to US$33,360,109 for the financial year ended 30 June 2019. The movement in administrative expenses over the prior 
year was due to a number of factors, the most notable of which are: 
 
Exploration costs written-off was US$218,163 for the financial year ended 30 June 2020 compared to US$228,251 for 
the financial year ended 30 June 2019.  Exploration costs written off during the financial year ended 30 June 2020 
represents licence fees for San Miguel 1, San Miguel 2, San Miguel 3 and San Miguel 4 concessions of Valle Rico Resources 
S.A and the and Piñas concession of Green Rock Resources S.A in Ecuador, although relinquished in 2018 the official 
documents are yet to be released. There were also some write backs on the Australian Queensland concessions due to 
refunds on previously paid security deposits.  Exploration costs written off during the financial year ended 30 June 2019 
represent deferred exploration assets written off on the San Miguel 1, San Miguel 2, San Miguel 3 and San Miguel 4 
concessions of Valle Rico Resources VRR S.A. and the Piñas concession of Green Rock Resources GRR that were 
relinquished in Ecuador.   

 
Administrative and consulting expenses were US$12,411,630 for the financial year ended 30 June 2020 compared to 
US$9,248,699 for the financial year ended 30 June 2019.  The increase in administrative expenses of US$3,162,931 is 
largely due to the following: 

• Marketing and promotional expenses (inclusive of conferences and travel) of US$935,688 (2019: 
US$1,561,062) decreased due to a decrease in the number of conferences and roadshow in 2020 as a result of 
COVID-19 and the restrictions imposed on travel and gatherings.  

• Employee benefit expenses of US$1,906,626 (2019: US$2,129,025) were incurred during the financial year 
ended 30 June 2020.  The decrease in employee benefit expenses is due to the difference in the fair value 
adjustment recognised on the interest free loan granted to employees to exercise options facilitated via the 
Company Funded Loan Plan of US$402,098 (2019: US$921,448). The fair value adjustment recognised during 
the year ended 30 June 2020 relates to the modification of the repayment term to extend the repayment date 
by 12 months. This is offset with the increase in Salary and Wages with the several new senior management 
appointments in both the UK and Australia.  

• Director fees of US$764,201 (2018: US$795,237) were incurred during the year.  The decrease from the prior 
year is due to the resignation of Anna Legge, Executive Director in November 2019).   

• Insurance costs of US$1,884,388 (2019: US$1,446,261) represents an increase over the prior year as a result 
of the increase in the Company’s Political Risk Insurance policy.  

• Office costs of US$126,189 (2019: US$346,146) decreased as a result of the Group’s change in accounting 
policy around leases on adoption of IFRS 16. This is discussed further under Depreciation and Interest. 

• Depreciation and interest of US$1,110,772 (2019: US$71,587) represent an increase over the prior year as a 
result of the adoption of IFRS 16, a new lease accounting standard. Interest also increased over the period year 
as a result of the capitalisation of interest of US$248,303 on the US$15,000,000 Bridging Loan.  

• Other expenditure of US$1,399,202 (2019: US$752,081) represents an increase over the prior year as a result 
of the legal and professional fees paid to date on the proposed takeover of the Cornerstone Capital Resources 
and the Company’s financing activities.   

• Unrealized foreign exchange losses of US$1,679,382 (2019: gain US$629,207) resulted from the United States 
dollar strengthening against both the AUD and GBP, of which the Group holds a portion of its treasury in. As 
the Group holds most of its cash and cash equivalents in US dollars the foreign exchange exposure on these 
funds have been mitigated.  
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Share based payments expense of US$1,156,832 (2019: US$23,883,159) represent the fair value of 10,150,000 unlisted 
share options granted during the financial year which vested immediately as well as the fair value of 1,500,000 unlisted 
share granted spread over the appropriate portion of the vesting period. The decrease in share-based payments expense 
over the prior year was due to 11,650,000 options being granted in the current financial as opposed to 115,750,000 options 
granted in the previous financial year.  The share-based payments expense is also impacted by the valuation assumptions 
used to fair value the options on the date of grant. 
 

Derivative Liability Represent a movement in fair value of derivative liability for the financial year ended 30 June 2020 was 
a gain of US$279,913 compared to US$0 for the financial year ended 30 June 2019.  The movement represents the fair 
value remeasurement of the options granted to BHP as part of the December 2019 placement at 30 June 2020.  Since the 
options issued to BHP were not granted in exchange for goods or services, the options were treated as a derivative financial 
liability measured at fair value on date of grant and are remeasured at each reporting period. 
 
Finance income was US$513,336 for the financial year ended 30 June 2020 compared to US$675,410 for the financial year 
ended 30 June 2019.  The interest income comprises US$74,091 received from Banking Institutions on short term deposits 
and US$439,246 from the accretion of interest on the Company Funded Loan Plan. 
 
Other income was US$398,472 for the financial year ended 30 June 2020 compared to US$0 for the financial year ended 
30 June 2019.  Other income represents US$32,820 received from the Australian Taxation Office as part of a COVID-19 
stimulus package, US$294,959 rent received from the subletting of office space at 111 Eagle Street Brisbane and a gain on 
disposal of US$70,693 as a result of changes to the lease term on the London Office under IFRS 16.  
 

The operating variances for the period are: 
 

For the financial year ended 30 June 2020 
US$ 

2019 
US$ 

Variance 
US$ 

Expenses    

Exploration costs written-off (218,163) (228,251) 10,088 
Administrative expenses (12,411,630) (9,248,699) (3,162,931) 
Share based payments expense (1,156,832) (23,883,159) 22,726,327 

Operating loss (13,786,625) (33,360,109) 19,573,484 

Other income 398,472 - 398,472 

Finance income 513,336 675,410 (162,074) 
Finance costs (425,440) - (425,440) 
Movement in fair value of derivative liability 279,913 - 279,913 

Loss before tax (13,020,344) (32,684,699) 19,664,355 
Tax (expense) benefit (1,103,409) 614,906 (1,718,315) 

Loss for the period (14,123,753) (32,069,793) 17,946,040 

Other comprehensive profit / (loss)    

Items that may be reclassified to profit and loss    

Exchange differences on translation of foreign operations (139,285) (2,037,944) 1,898,659 
Items that will not be reclassified to profit or loss    
Change in Ecuador pension (475,763) - (475,763) 
Change in fair value of financial assets held at fair value (1,320,370) 1,441,319 (2,761,689) 

Other Comprehensive (loss) / profit, net of tax (1,935,418) (596,625) (1,338,793) 

Total comprehensive (loss) / income for the period (16,059,171) (32,666,418) 16,607,247 
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Other Comprehensive Income (Loss) For the financial year ended 30 June 2020, the Group had a total comprehensive loss 
of US$16,059,171 compared to a total comprehensive loss of US$32,666,418 for the financial year ended 30 June 2019.  
The decrease in total comprehensive loss was due to the following: 

 
Change in fair value of financial assets was a loss of US$1,320,370 net of tax for the financial year ended 30 June 2020 
compared to a gain of US$1,441,319 for the financial year ended 30 June 2019.  The change year on year represents the 
mark to market adjustments that the Company makes on its investment in Cornerstone.  The share price of Cornerstone 
at 30 June 2020 was C$3.60 per share compared to C$5 per share (pre July 2019 share consolidation C$0.25 per share) at 
30 June 2019. 
 
Exchange differences on translation of foreign operations represents the gain or loss recognised on translating the 
Company’s Australian subsidiaries financial statements. A loss of US$139,285 was recognised for the financial year ended 
30 June 2020.  This is compared to a loss of US$2,037,944 for the financial year ended 30 June 2019 which represents the 
gain or loss recognised on translating the Company’s Australian subsidiaries financial statements.  Historically the gain or 
loss recognised was a result of translating the Company’s Ecuadorean subsidiaries financial statements, as the functional 
currency, prior to April 2020, used to be Australian Dollars.  The functional and presentational currency is now Untied 
States Dollars.  The average exchange rate used to convert United States dollars to Australian dollars was 0.6899 at 30 
June 2020 compared to 0.7032 for the financial year ended 30 June 2019. 
 
FINANCIAL POSITION 
 
Total assets at 30 June 2020 were US$306,798,448 compared to US$244,716,163 at 30 June 2019 representing an increase 
of US$62,082,285 largely as a result of the increase in cash resulting from the issue of 77,000,000 shares to BHP in 
December 2019 and 148,892,462 shares during an equity raising in June 2020, the continued exploration on the Group’s 
Ecuadorean tenements, increase in property, plant and equipment due to the changes in the Group’s accounting policies 
in relation to leases on adoption of IFRS 16 and continued strategic land purchases in Ecuador, offset by a decrease in the 
fair value of the Company’s investment in Cornerstone and a decrease in loans receivable and other non-current assets.  
 
Current assets overall increased by US$5,141,633 primarily due to an increase in cash as a result of the two equity raisings 
during the year ended 30 June 2020 and funds received from the bridging loan. This was used to fund the exploration 
programs at the Group’s flagship Alpala project and the 13 high priority gold and copper resource targets in regional 
Ecuador. This expenditure was funded by the share issue in December 2019 and partly from the share issue in June 2020. 
This was offset by the slight decrease in other receivables and prepayments of US$7,410.  Other receivables represent the 
payment of deposits to acquire strategic land parcels at the Cascabel project area. 
 
Non-current assets increased by US$56,940,652 mainly due to increases in intangible assets and property, plant and 
equipment. Deferred exploration assets (i.e. intangible assets) increased by US$52,774,281 due predominantly to the 
exploration expenditure incurred at the Alpala project and the various regional projects in Ecuador as identified in this 
report, during the financial year ended 30 June 2020. Property, plant and equipment increased by US$6,093,203 primarily 
due to strategic land purchases at the Alpala project and a change in the Group’s accounting policies around leases on 
adoption of IFRS 16. This increase was offset by the decrease in financial assets held at fair value through OCI of 
US$1,833,260 representing the mark to market adjustments that the Company makes on its investment in Cornerstone. 
Loans receivable and other non-current assets decreased by US$93,572 as a result of the accretion of interest, amendment 
to extend the repayment term and foreign exchange revaluation on the Company Funded Loan Plan. 
 
Total Liabilities at 30 June 2020 were US$24,810,414 compared to US$6,514,592 at 30 June 2019 representing an increase 
of US18,295,822 largely as a result of the Company’s Bridging Loan Agreement with Franco Nevada, a change in accounting 
policy around leases and the recognition of a derivative liability for options issued to BHP in conjunction with the placement 
on 2 December 2019.   
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Current liabilities at 30 June 2020 were US$21,623,019 compared to US$6,514,592 at 30 June 2019 representing an 
increase of US$15,108,427. Trade and other payables decreased by US$2,369,165, mainly due to the decrease in drilling 
associated with all sites being shut down due to COVID-19 restrictions.  This decrease was offset by the increase in taxes 
payable, borrowings associated with the Bridging Loan Agreement and the change in the Group’s accounting policy on 
leases on adoption of IFRS 16.  
 
Non-current liabilities increased by US$3,187,395 due to the change in the Group’s accounting policy on leases on adoption 
of IFRS 16 and options issued to BHP being treated as derivative liabilities.  
 
EQUITY FINANCINGS 
 
During the financial year ended 30 June 2020, the Company issued the following equities: 
 
On 20 September 2019, the Company issued a combined total of 3,150,000 unlisted share options over ordinary shares of 
the Company to a Director following approval granted by shareholders at the Company’s AGM on 20 September 2019. The 
options are exercisable at £0.60 and expire on 20 December 2021. 
 
On 2 December 2019, the Company issued 77,000,000 new ordinary shares at £0.2215 to BHP Billiton Holdings Limited 
(“BHP”). As part of the share subscription, BHP were issued 19,250,000 options exercisable at £0.37 which expire on 27 
November 2024.  
 
On 27 April 2020, the Company issued 7,000,000 unlisted share options over ordinary shares of the Company to an employee 
in line with an Executive Service Agreement executed in July 2019. The options are exercisable at £0.25 and expire on 26 
April 2023. 
 
On 27 April 2020, the Company issued 1,500,000 unlisted share options over ordinary shares of the company to an 
employee in line with an Executive Service Agreement executed in January 2020. The options vest over four months, are 
exercisable at £0.25, and expire on 26 April 2023. 
 
On 5 June 2020, the Company issued 126,173,206 new ordinary shares at £0.215 via a placement and PrimaryBid share issue 
to raise US$34.5 million.  
 
On 9 June 2020, the Company issued 162,790 new ordinary shares at £0.215 to Directors via a share issue to raise US$44k.  
 
On 12 June 2020, the Company issued 22,556,465 new ordinary shares at £0.215 via a capital raising program comprising 
Private and Additional Subscription Shares to raise US$6.1 million.  
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SELECTED FINANCIAL DATA 
The following table provides selected annual financial information derived from the most recently completed financial 
statements and should be read in conjunction with the Company’s audited consolidated financial statements for the 
periods below: 
 

Year ended 30 June  2020 
US$ 

2019 
US$ 

2018 
US$ 

Operations    
Loss for the year after tax  (14,123,753) (32,069,793) (15,154,446) 
Total comprehensive income 
(loss) for the year    

 Owners of the parent company (14,067,978) (31,941,715) (15,026,902) 
 Non-controlling interest  (55,775) (128,078) (127,544) 

    
    
Basic and diluted loss per share 
(cents per share) (1.7)/(1.7) (1.8)/(1.8) (0.9)/(0.9) 
    
Balance Sheet    
Working capital (deficit) 43,718,966 38,122,935 56,723,271 
Total assets 306,798,448 244,716,163 177,575,560 
Total liabilities 24,810,414 6,514,592 6,983,742 
    
Distributions or cash dividends 
declared per share Nil  Nil  Nil  

 
The Company prepares its consolidated annual financial statements in accordance with International Financial Reporting 
Standards and their interpretations issued by the International Accounting Standards Board (IASB), as adopted by the 
European Union (IFRS). 
 

SUMMARY OF QUARTERLY RESULTS 
 
The following table sets forth a comparison of revenues and earnings for the previous eight quarters ending with 30 June 
2020. Financial information is prepared in accordance with IFRS as issued by the IASB and is reported in United States 
Dollars. 
 

Quarter ended Jun 30, 2020 
US$ 

Mar 31, 2020 
US$ 

Dec 31, 2019 
US$ 

Sep 30, 2019 
US$ 

     
Loss for the quarter after tax (7,176,893) (1,964,480) (1,549,110) (3,433,270) 
Net loss per share (cents per share) (0.4) (0.1) (0.1) (0.2) 
Loss for the quarter after tax 
attributable to the owners of the 
parent (7,166,334) (1,951,581) (1,533,479) (3,416,584) 
Net loss per share attributable to the 
owners of the parent (cents per 
share) (0.4) (0.1) (0.1) (0.2) 
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Quarter ended Jun 30, 2019 

US$ 
Mar 31, 2019 

US$ 
Dec 31, 2018 

US$ 
Sep 30, 2018 

US$ 
     
Loss for the quarter after tax (3,556,694) (1,506,392) (25,502,746) (3,234,365) 
Net loss per share (cents per share) (0.2) (0.1) (1.5) (0.2) 
Loss for the quarter after tax 
attributable to the owners of the 
parent (3,511,278) (1,491,267) (25,487,148) (3,179,492) 
Net loss per share attributable to the 
owners of the parent (cents per 
share) (0.2) (0.1) (1.5) (0.2) 

 
Net loss presented over the eight quarters generally reflects general and administrative costs which includes unrealised 
foreign exchange gains and losses as well as share-based payment expenses. General and administrative costs increased 
for the quarter ended 30 June 2020 as a result of the fair value of 8,500,000 unlisted share options granted 
(US$1,080,207), increase in costs associated with the bridging loan and future financing arrangement (US$1,050,002), 
revaluation of the BHP Derivative (US$915,527) and the revaluation loss of funds predominately held in GBP as a result 
of the equity raising in June 2020 (USD$890,229). The significant increase in general and administrative costs for the 
quarter ended 31 December 2018 is due to the recognition of the fair value of 94,250,000 unlisted share options 
(US$18,862,730) granted during the quarter that vested immediately. Furthermore, the loss is also significantly impacted 
by the recognition of share-based payment expenses recognised over the vesting period of options granted to directors, 
employees and contractors. 
 
 

EXPLORATION AND EVALUATION ASSETS 
 
Total capitalised expenditures on exploration and evaluation assets as at 30 June 2020 were US$230,256,153 compared 
to US$177,481,872 at 30 June 2019. Exploration expenditure of US$53,121,969 was incurred during the financial year 
ended 30 June 2020 compared to US$71,933,937 during the financial year ended 30 June 2019. An impairment charge 
of US$218,163 (2019: US$228,251) was recognised in the financial year ended 30 June 2020 for exploration expenditure 
associated with tenements that were surrendered in Ecuador in previous financial years and the official paperwork is yet 
to be finalised. 
 
The following table represents the capitalised expenditures on exploration and evaluations to date by project area. 
 

Projects 
Capitalised at  
30 June 2019 

US$ 

Capitalised 
during year 

ending  
30 June 2020 

US$ 

Impairment 
during the 

year ending 30 
June 2020 

Foreign 
Exchange 

impact during 
year ending 

30 June 2020 
US$ 

Capitalised at  
30 June 2020 

US$ 

Cascabel project 142,629,633 35,957,003 - - 178,586,636 
Ecuador Regional 
Exploration projects 25,191,622 16,759,476 (220,257) - 41,730,841 
Australia projects 9,605,324 239,379 2,094 (133,093) 9,713,704 
Solomon Island projects 55,293 166,111 - 3,568 224,972 
TOTAL 177,481,872 53,121,969 (218,163) (129,525) 230,256,153 
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ECUADOR, ALPALA PROJECT 
 

Project Overview 
Location:   Imbabura province, Northern Ecuador 
Ownership:   85%  
Subsidiary:   Exploraciones Novomining S.A 
Tenement area:  4 concessions over 95.8 km2 
Primary Targets:  Copper gold porphyry  
 

Overview 

The Alpala project base is located at Rocafuerte in northern Ecuador, approximately three hours’ drive north of the capital 
Quito, close to water, power supply and Pacific ports. Having fulfilled its earn-in requirements, SolGold is a registered 
shareholder with an unencumbered legal and beneficial 85% interest in ENSA which holds 100% of the Cascabel tenement 
covering approximately 50km2, and subject to a 2% net smelter return royalty held by Santa Barbara Resources Ltd which 
may be purchased for US$4.0 million in two stages, the latest following a production decision. Following the preparation 
of a Feasibility Study by ENSA, Cornerstone, which currently holds a 15% interest in ENSA, will be obligated to contribute 
to the funding of ENSA. 
 

Drilling operations remain curtailed since September 2019 and no drilling has been completed at Alpala since then.  
 

During the twelve months ended 30 June 2020, the Group capitalised US$35,957,003 on the Alpala project.  
 

Health and Community Development 

Through the Community Promoters contracted by ENSA, 700 units of alcohol sanitizing gel and information booklets for 
the prevention of COVID-19 were delivered to the families of the parishes of Lita and La Carolina.  
 

Safety 

Highlights from the safety program from this period include: 
• Monitoring and epidemiological surveillance of COVID-19. 
• Installation of fire protection systems in Alpala and Rocafuerte. 
• Purchase of emergency response equipment for search and rescue brigades. 
• Occupational medical audit of the medical services of the EcuaAmerican clinic. 
• Training in defensive driving and road safety for ENSA personnel. 
• Periodic fumigation of work environments, dining rooms and camps. 
• Training in safety and health at work for Alpala and Rocafuerte workers. 
• Accompaniment in the creation of the new institutional video. 
• Verification of industrial and environmental safety standards before the start of drilling activities. 
• Obtained operating permits for the Alpala and Rocafuerte camps issued by the Ibarra Fire Brigade (2019). 
• Collection of information in field for fuel load study of the Alpala and Rocafuerte camps by the company FERLAT. 
• Implementation of safety and environmental measures in the construction of pits. 
• Accompaniment to suppliers for the construction of fire protection system in the fuel area of the Alpala and 

Rocafuerte camps. 
• Start and follow-up of the fire system construction work in the fuel storage areas in the Alpala and Rocafuerte 

camps. 
• Audit of the Advanced Exploration Report for Metallic Minerals 2019, ARCOM. 
• Created and/or updated plans, procedures, instructions, formats for the industrial security system.  
• Implementation of Protocol for the Use of Personal Protective Equipment for Health Emergency COVID-19. 

 

Socialisation and Engagement 

Socialisation and engagement activities were paused toward the end of the financial year ended June 2020 due to the 
COVID-19 pandemic and restrictions put in place by the Ecuadorean government in order to help curtail the spread of 
the disease.   
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Environment 

Highlights from the environmental program include: 
• Participation in the 2nd Edition of the SDG Recognition of Good Practices in Sustainable Development, through the 

1 Million Plants Program. 
• Monitoring and follow-up to the process of rehabilitation of geology pits. 
• Bi-annual Biotic Monitoring in the aspects of Flora, Avifauna, Mastofauna, Ictiofauna, Macroinvertebrates, 

Herpetofauna, Entomofauna. (Missing 60%, suspended due to COVID-19). 
• Delivery to the Ministry of the Environment of the Annual Declaration of Hazardous Wastes generated and 

processed in 2019 calendar year. 
• Monthly monitoring of water quality of the main water sources in the concession. 
• Monitoring of environmental noise, sedimentable particles, vibrations, and air quality  
• Preparation of protocols:  

o PTC-COVID-08 Management of sanitary waste COVID-19  
o PTC-COVID-16 Training against COVID-19. 

• Annual renewal of the environmental guarantee of compliance with the advanced exploration environmental 
management plan. 

• Entry of the Complementary Study to the Environmental Impact Study for the Advanced Exploration phase of 
metallic minerals of the Cascabel mining concession (Code 402288) to the Ministry of Environment and Water. 

• Construction of five hydrological stations located in the drains was completed; and monthly monitoring. 
• Evacuation of hazardous wastes with environmental manager for their treatment and final disposal. 
• Bi-annual biotic monitoring (components: forestry, herpetofauna, birdlife, entomofauna, mastofauna, 

ichthyofauna, aquatic fauna), at the points established in the complementary EsIA. In the last biotic monitoring, 
60% missing, suspended due to COVID-19. 

• Inspection of the Water Regulation and Control Agency (ARCA), of the catchment points authorized for the 
Cascabel project. 

• Semiannual maintenance of the Alpala and Rocafuerte meteorological stations. 
• Environmental inspections of construction monitoring and progressive closure of trial pits. 
• Entry to the Ministry of the Environment of the Annual Declaration of Hazardous Waste generated and processed 

in 2019. 
• Attention to the visit of the Northern Zonal Coordinator of Mining, to verify the environmental management of 

the project. 
• Hiring a biologist, a specialist in species conservation, to develop the flora and fauna management plan in 

accordance with IFC standards, for the development of the Cascabel project. 
• Entry to the Ministry of Environment and Water, of the Environmental Monitoring and Compliance Reports, of 

advanced exploration period March 2019 to August 2019 and September 2019 to February 2020. 
• Responses to the observations made by the Ministry of Environment and Water to the "Environmental 

Compliance Audit - Advanced Exploration Phase, Cascabel Mining Concession, period August 2016 - August 
2018". 

• Entry to the National Institute of Heritage, of the report of systematic prospecting and archaeological monitoring 
(Chillurí sector - area of high sensitivity). 

• Monthly monitoring of water quality of the main water sources in the concession. 
• Monitoring of environmental noise, sedimentable particles, vibrations and air quality in compliance with PMA 

and PFS. 
• Entry to the Ministry of Environment and Water of Terms of Reference (TOR) for the execution of the 

Environmental Compliance Audit - Advanced exploration phase, period August 2018 - August 2020.Ninth 
campaign of hydrological stations capacity. 

• Preparation of protocols: PTC-COVID-08 Management of sanitary waste COVID-19 and PTC-COVID-16 Training 
against COVID-19. 

• Installation of flow measurement sensors for authorized water collection points. 
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Mineral Resource Estimate 3 (MRE#3) 
 
Following a further 83,650m of infill drilling since the previous Mineral Resource Estimate (MRE#2) reported in November 
2018, the Company successfully delivered the conversion of considerable tonnages into the Measured Resource 
category, plus the addition of 1.6 Mt Cu, 2.5 Moz Au, and 92.2 Moz Ag (not previously estimated) to Measured plus 
Indicated Mineral Resources. Increased drill hole density throughout the deposit has also yielded a dramatic increase in 
the confidence and economic viability of the Alpala Mineral Resource.  
 
Highlights of MRE#3 include:  

• Mineral Resource of 2,663 Mt @ 0.53% CuEq for 9.9 Mt Cu, 21.7 Moz Au and 92.2 Moz Ag in the Measured plus 
Indicated categories. 

• Mineral Resource of 544 Mt @ 0.31% CuEq for 1.3 Mt Cu, 1.9 Moz Au and 10.6 Moz Ag in the Inferred category. 
• High-grade core of 442 Mt at 1.40% CuEq for 3.8 Mt Cu, 12.3Moz Au and 33.3 Moz Ag in the Measured plus 

Indicated categories. 
• At a cut-off grade of 0.20% CuEq, applied for comparative purposes, the MRE#3 update has added 1.6 Mt copper, 

2.5 Moz gold and 92.2 Moz silver (with silver not previously estimated) to Measured plus Indicated Mineral 
Resources. 

 
The MRE#3 for the Alpala Porphyry Copper-Gold Deposit, comprises 2,663 Mt @ 0.53% CuEq in the Measured plus 
Indicated categories, which includes 1,192 Mt @ 0.72% CuEq in the Measured category and 1,470 Mt @ 0.37% CuEq in 
the Indicated category. The Inferred category contains an additional 544 Mt @ 0.31% CuEq.  
 
The contained metal stands at 9.9 Mt Cu and 21.7 Moz Au in the Measured plus Indicated categories, which includes 5.7 
Mt Cu and 15.0 Moz Au in the Measured category, and 4.2 Mt Cu and 6.6 Moz Au in the Indicated category.  The Inferred 
category contains an additional 1.3 Mt Cu and 1.9 Moz Au. 
 
Alpala Deposit Mineral Resource Estimate Statement, May 2020  
 

 
1. Mrs Cecilia Artica, SME Registered Member, Principal Geology Consultant of Mining Plus, is responsible for this Mineral Resource statement 

and is an "independent Qualified Person" as such term is defined in NI 43-101. 
2. The Mineral Resource is reported using a cut-off grade of 0.21% copper equivalent calculated using [copper grade (%)] + [gold grade (g/t) x 

0.613] as discussed above. Metal prices used were US$3.40/lb for copper and US$1,400/oz for gold. 
3. The Mineral Resource is considered to have reasonable prospects for eventual economic extraction by underground mass mining such as 

block caving. 
4. Mineral Resources are not Mineral Reserves and do not have demonstrated economic viability. 
5. The statement uses the terminology, definitions and guidelines given in the CIM Standards on Mineral Resources and Mineral Reserves (May 

2014) as required by NI 43-101. 
6. MRE is reported on 100 percent basis within an optimised shape. 
7. Figures may not compute due to rounding. 
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Pre-Feasibility Study  
 
Work on the Alpala PFS during the fiscal year included additional field data collection programmes to ensure all 
hydrogeological, geotechnical, surface hydrology, metallurgical test work, surface geotechnical investigations, 
topography surveys, TSF site identification and other inputs critical to the PFS were available as planned. In parallel with 
the above activities, study work concerning the mining, ore processing, infrastructure and HSEC components of the PFS 
is proceeding as the above inputs become available. 
Outlined below is a summary of the main PFS activities undertaken during the fiscal year. 

• Appointment of the independent consultants for each area of the PFS Study was completed.  
• Geotechnical and hydrogeological data collection – Resource drill holes drilled mostly through the high-grade core 

of the orebody were logged in greater detail focussing on geotechnical properties such as RQD, UCS, core recovery, 
fracture counting, and joint conditions. Geotechnical  and  hydrogeological  data  from  these  holes  including  
logging, downhole optical and acoustic televiewer imaging, in-situ over-coring for rock-mechanics investigations 
(3D stress testing), underground water testing and Packer testing to measure rock mass permeability will continue 
to be collected upon resumption of the geotechnical drilling program with laboratory testing of the cores samples 
to proceed immediately thereafter. 

• Hydrology and meteorology - Surface water and meteorological data collection program continued throughout the 
period. 

• Hydrological modelling and water balance studies were conducted. 
• Mine Planning – Mine planning activities included a review of the mining footprints based on the updated resource 

model (MRE #3) and a number of trade-off studies were initiated during the period. 
• Ore Processing – The Phase 2 metallurgical testwork at the ALS laboratories at Kamloops in Canada continued 

during the period. 
• Project Infrastructure:  

o Port – Discussions with the Esmeraldas port operators continued during the reporting period. 
o TSF Management - Continued to review the TSF location and tailings deposition options available to the 

Alpala Project, short-listing the most attractive options from social, economic, logistical, and 
environmental perspectives for subsequent TSF design. 

o Power Supply – A study on HV power supply and transmission options for the project is currently 
underway. A site visit and substation capacity review were undertaken during the period. 

o Access Roads – Currently reviewing options to upgrade existing access roads and looking at alternative 
routes to optimize project access.   

• HSEC – Study work in the Environmental, Social, Community and Heritage areas of the PFS, including an update of 
ESIA Gap Assessment Report and IFC Performance Standard Compliance. 

• Market Studies - The Market Study Commenced in support of the PFS which includes an outlook of global copper, 
gold and silver markets, price scenario planning and an outline of SolGold’s concentrate market strategy along with 
Alpala’s cost competitiveness. 

Metallurgy Update 

Last year, the Phase 1 metallurgical test work included the analysis of 980 kg of drill core across 20 variability samples 
and three Master Composites, together broadly representative of the first 10 years of the mine life at Alpala. The results 
of this Phase 1 test work were announced on 28 October 2019 (“Metallurgical Test Work Yields High Grade Copper and 
Gold Content at Alpala”).  
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In Phase 2 of the metallurgical test work, a further 1,520 kg of drill core was analysed across 33 variability samples and 
four Master Composites in the second half of 2019. Together, these samples are broadly representative of Alpala’s mid 
to later mine life. Laboratory metallurgical test work is undertaken at ALS Metallurgical Laboratories in Kamloops, Canada 
as well as Balcatta, Western Australia. The ALS Report for Phase 2 was received in March the results certify the 
progressively reported results: 
 

• Process Optimisation – Four Master Composites were used for process optimisation and locked cycle tests, with 
the optimised circuit and conditions used for locked cycle tests. The locked cycle tests were run with site sourced 
water, initially without water recycle. The tests were then repeated on all four of the composites with recycled 
water to simulate process water use. Based on sufficient sample material, this produced seven sets of locked 
cycle results, with feed grades that varied from 0.21% copper to 1.56% copper. Copper concentrate grade 
ranged from 25.7% copper to 30.1% copper. Gold varied from 10.3 g/t to 16.7 g/t, and silver from 45 g/t to 93 
g/t. Extended analysis showed very low deleterious elements in concentrate, well below penalty limits.  
 
Following completion of master composite locked cycle tests the mineral processing programme completed 
settling tests on tailing, concentrate regrind evaluation tests and variability flotation tests. The test work has 
confirmed that concentrate grades above 26% Cu can be achieved with limited change in copper recovery by 
reducing the rougher concentrate regrind size to 10 µm, for low grade feed (<0.2%Cu, <0.1 g/t Au). Preliminary 
settling tests indicate fast settling characteristics, with tailing thickener underflows of up to 60% solids predicted. 
Further dewatering tests on rougher tailing are currently in progress. 
 

• Magnetite concentrate recovery – The rougher tailing from each of the rougher flotation variability tests was 
subjected to Davis Tube Recovery (DTR) tests to evaluate potential for magnetite recovery. The tests were 
conducted at the received grind size (typically 150 µm) at a magnetic intensity of 4,000 Gauss, providing a 
preliminary magnetite roughing evaluation. Magnetite recoveries were calculated based on the flotation feed 
mineralogy. The results indicate that above a feed grade of 2.5% magnetite, concentrate grades of >40% 
magnetite is produced, potentially suitable for regrind and cleaning to saleable magnetite concentrate 
specifications. Magnetite recoveries to these concentrates averaged 85%. 

 
• Pyrite Concentrate – Test work was completed in March at ALS Perth. The copper cleaner tailing from the 

flotation program was collected and formed into ten composites, with bottle roll cyanidation testwork 
completed to evaluate extraction of copper, gold and silver to enhance recovery. An additional two composites 
were formed to evaluate biological and thiosulphate leach. The grade of the cyanidation composites varied from 
0.29 g/t to 2.68 g/t, with gold extraction from the cleaner tailing, based on a 72-h residence time, varying from 
46% to 88%. Leach enhancement via an acid wash increased gold extraction to between 58% and 89%. Twenty-
one days biological oxidation followed by cyanidation increased the gold extraction to 93%. Cyanide 
consumption varied between 0.8 kg/t and 6.2 kg/t. 

 
Testwork from ALS Metallurgical Laboratories, Kamloops, Ca is effectively complete with their report issued.  
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Longer term planning includes a bulk sampling program to generate 20 t to 30 t of material for pilot plant evaluation. This 
will include vendor thickening and filtration tests, transportable moisture limits (TML) for shipment, rheology tests for 
concentrate and tailing pipelines and further tailing characterisation work. In addition, selected sample will be used for 
crushing tests and pyrite concentrate will be produced for further leach evaluation. If warranted, tailing will be evaluated 
for more detailed magnetite recovery.  
 
Composite recoveries and concentrate grades (based on test work mass balance) for Phase 1 and Phase 2 test programmes. 
 

Phase Sample Recovery    Concentrate Grade   

    Cu 
% 

Au 
% 

Ag 
% 

Cu 
% 

Au 
g/t 

Ag 
g/t 

1 Low Copper Master Composite 86.0 78.7 56.3 30.4 28.3 45.0 

1 Intermediate Copper Master Composite 92.5 81.2 74.2 28.4 46.2 39.0 

1 High Copper Master Composite 93.1 85.8 78.8 30.7 41.0 58.0 
 

2  
(Fresh site 

water) 

Low Grade Master Composite 78.2 50.1 26.8 28.5 10.3 48.0 

Medium Grade Master Composite No 1 83.3 68.7 62.3 29.5 10.4 52.0 

Medium Grade Master Composite No 2 87.7 63.6 62.4 27.2 10.7 46.0 

High Grade Master Composite 94.9 70.0 56.4 29.7 16.1 93.0 

2 
(Fresh 

water/ no 
water 

recycle)  

Low Grade Master Composite 81.8 46.5 19.3 27.9 10.5 47.0 

Medium Grade Master Composite No 1 83.3 67.1 26.6 28.0 10.8 53.0 

Medium Grade Master Composite No 2 86.0 65.7 60.5 25.7 10.9 45.0 

High Grade Master Composite 94.8 75.9 79.3 30.1 16.7 91.0 
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Extended Analysis - Locked Cycle Test Copper Concentrate Quality (Phase 2 Report)  
 

Element Symbol Units 

Sample 
LG  MG1 MG2 HG 

T54 Cycle 
V+VI 

Copper 
Con 

T50/55 
V+VI 

Copper 
Con 

T52/56 
V+VI 

Copper 
Con 

 
T53/57 
V+VI 
Copper 
Con 

Antimony Sb g/tonne 7.1 2.4 4 15 
Arsenic As g/tonne 18 21 92 70.5 
Bismuth Bi g/tonne 5.3 6.3 8.0 9.4 
Cadmium Cd g/tonne 12.6 4.6 9.1 16.3 
Chlorine Cl g/tonne <50 <50 <50 <50 
Copper* Cu % 27.9 28.8 26.4 29.9 
Fluorine F g/tonne 60 55 60 <20 
Gold* Au g/tonne 10.3 10.6 10.8 16.4 
Iron* Fe % 28.0 28.9 30.7 30.5 
Lead Pb g/tonne 533 83 88 148 
Magnesium Mg % 0.30 0.18 0.21 0.05 
Mercury Hg g/tonne <1 <1 <1 <1 
Organic 
Carbon TOC % 0.11 0.08 0.06 0.04 

Selenium Se g/tonne 110 135 140 180 
Silver* Ag g/tonne 47 53 46 92 
Sulphur(S)* S % 32.8 33.9 35.4 36.0 
Tellurium Te g/tonne 7.8 5.35 7.9 10.1 
Zinc Zn g/tonne 1260 260 785 2420 

 
Source: ALS Phase 2 Report 2020 
Notes: a) *Cu, Fe, Au, Ag and S assays were taken from locked cycle test assays completed at ALS Metallurgy Kamloops, 
Canada; results for other metals were sourced from assays completed at ALS Geochemistry in North Vancouver, Canada. 
b) Values indicate averages of determinations completed on individual concentrates from each locked-cycle test.  
c) Complete multi-element ICP analyses along with other external concentrate assays can be located in Appendix V – 
Special Data in the full ALS Phase 2 Report  
d) Details of extended analysis as included in the full ALS Phase 2 Report 
 
Geological 

• The geological and structural maps were revised. 
• A program of relogging geotechnical parameters commenced focussing on RQD, joint frequency, alpha and beta 

(where core was oriented) along with structure condition logging (features including type of filling, roughness, 
alteration of the walls, degradation, etc.).  

• Core photos were re-analysed to record additional geological and geotechnical information about faults and 
weak zones.  

• Core photos from the geotechnical holes were analysed as a quality check of the geotechnical logs.  
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Topographic  

• The topography team completed a ground survey in the area of a potential Portal location to support PFS studies.  
• A LiDAR survey over the Cascabel concession was completed in June by LUTOPSA to obtain a high-accuracy 

ground control. Data processing continues.  
• A high accuracy topography and high-quality aerial photographs using photogrammetry from a drone was 

completed over towns, and planned infrastructure locations.  

Soil testing from Geotechnical pits 

The soil testing program of 56 pits excavated at the locations identified as possible infrastructure sites was completed. 
Tests include: 

• Infiltration  
• In-situ density  
• Soil vane  
• Penetrometer  
• Soil unconfined compressive strength  

Water 

• A seep survey was conducted to update the water points inventory and understand the quality and conditions of 
groundwater (springs). The survey included measurements of conductivity, PH, flow and temperature collected at 
107 seepage locations.  

• Groundwater monitoring program is ongoing. 
• Construction of civil works for the installation of flow measurement sensors for seven collection points. 
• Semi-annual maintenance of project meteorological stations. 

 
ECUADOR, REGIONAL EXPLORATION PROJECTS 
 
A comprehensive, nation-wide desktop study was undertaken by the Company's independent experts to analyse the 
available regional topographic, geological, geochemical and gravity data over the prospective magmatic belts of Ecuador, 
with the aim of understanding the controls to copper-gold mineralization on a regional scale. The Company has 
delineated and ranked regional exploration targets for the potential to contain significant copper-gold deposits. As a 
result of this study, the Company formed and initially funded, four new 100% owned subsidiary companies in Ecuador; 
Carnegie Ridge Resources S.A., Green Rock Resources S.A., Cruz del Sol S.A. and Valle Rico Resources S.A. These 
subsidiaries currently hold 72 mineral concessions over approximately 3,200 km2. A further 3 concessions, in addition to 
the Cascabel concession, are held in ENSA.  
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Based on the results of this initial exploration, 13 priority targets have been identified for second phase exploration in 
Ecuador. Ongoing exploration will continue to focus on advancing these priority projects, through geophysical surveys 
and detailed soil geochemistry, with a view to progress to drill testing as soon as permissions are in place. The 13 priority 
projects are as follows: 
 

• Blanca – Carnegie Ridge Resources S.A 
• La Hueca – Cruz Del Sol S.A 
• Porvenir – Green Rock Resources S.A 
• Cisne Loja – Green Rock Resources S.A 
• Celen – Green Rock Resources S.A 
• Timbara – Green Rock Resources S.A 
• Rio Amarillo - Carnegie Ridge Resources S.A 
• Chillanes – Green Rock Resources S.A 
• Salinas – Valle Rico Resources S.A 
• Sharug – Green Rock Resources S.A 
• Cisne Victoria – Cruz Del Sol S.A 
• Coangos – Cruz Del Sol S.A 
• Chical – Carnegie Ridge Resources S.A 

 
The ongoing exploration program on these projects continues to focus on: 

• Drill testing targets 
• Collection and Interpretation of geophysical data 
• Mapping and geochemical sampling of new areas 

 
The reconnaissance programs have demonstrated the presence of porphyry copper gold or epithermal gold style 
mineralisation in all 13 of the 100% owned granted SolGold priority regional project areas throughout the length of 
Ecuador, which is an exceptional outcome.  Panned gold, magnetite and outcropping mineralisation are testament to the 
world class potential of all the SolGold project areas.    
 
Activities conducted on the priority projects are described in further detail below.  
 
Blanca Project Overview 

Project Overview 
Location:   Carchi province, Northern Ecuador 
Ownership:   100%  
Subsidiary:   Carnegie Ridge Resources S.A 
Tenement area:  4 concessions, 73 km2 
Primary Targets:  Epithermal gold 
 
The Blanca project is located just 8km north-west of the Cascabel concession. 
 
Blanca hosts a silicified topographic dome which contains widespread gold mineralization outcropping over an area of 
~500m x 500m. Known as the Cerro Quiroz prospect, this represents a large, bulk-tonnage gold target. This silicified zone 
hosts quartz, pyrite and sericite alteration. Rock chips grade 0.5 g/t Au, on average. 
 
Regulatory approvals have been received for drilling at Cerro Quiroz. Camps and core handling facilities are already in 
place. A rig is in the process of being mobilized to site to commence drilling. 
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Sampling has also identified several gold-rich, epithermal quartz veins known as the Cielito vein which extends over 
~5km. Rock chips from the Cielito vein average over 80 g/t Au with the highest-grade sample returning 617 g/t Au. The 
eastern part of this vein system lies within the area of mutual interest with Cornerstone, but there has been no significant 
work on the extension into the area of mutual interest. 
 
La Hueca Project Overview 

Project Overview 
Location:   Zamora Chinchipe province, Southern Ecuador 
Ownership:   100%  
Subsidiary:   Cruz del Sol S.A. 
Tenement area:  3 concessions, 160 km2 
Primary Targets:  Copper-gold porphyry 
 

The La Hueca project is located in southern Ecuador in the same belt which hosts other significant deposits, including: 
• The Fruta del Norte gold mine (14 Moz Au). 
• the Mirador copper-gold porphyry deposit (3 Mt Cu). 
• the Santa Barbara gold-copper porphyry deposit (8 Moz Au). 
 
La Hueca hosts six identified porphyry centres (Targets 1 to 6). Geological mapping, stream sediment sampling and rock 
chips (including a sample containing 13.8% Cu) indicate the presence of a quartz vein network containing several minerals 
characteristic of copper-gold porphyries such as chalcopyrite, bornite and molybdenite. 
 
All regulatory requirements for scout drilling at Target 6 have been received and field camps have been established. A 
drilling rig is being mobilised to Target 6 during the reporting period to test an extensive area of mineralised outcrops 
comprising copper rich B type porphyry veins with coincident chlorite - biotite - sericite alteration. The scout drilling is 
designed to test the extent of copper porphyry mineralisation associated with B type vein stockworks mapped at surface.  
Surface copper mineralisation extends over 1km in a north north-west trend with rock chip values to 6% copper and 1% 
molybdenum. 
 

Drilling at Target 6 commenced in August 2020. 
 
Porvenir Project Overview 

Project Overview 
Location:   Zamora Chinchipe province, Southern Ecuador 
Ownership:   100%  
Subsidiary:   Green Rock Resources S.A. 
Tenement area:  4 concessions, 244 km2 
Primary Targets:  Copper-gold porphyry 
 
The Porvenir project is located in southern Ecuador and contains copper-gold mineralisation indicative of a well-
preserved, vertically extensive porphyry system. Two geochemical anomalies, Derrumbo and Bartolo, have been 
identified within a larger 6.0k m x 5.5 km stream sediment anomaly. 
 
Target 15 is the main target at Derrumbo and covers 1.5 km x 1.0 km. Drilling is scheduled to commence in Q3 2020 with 
approvals already received. Equipment is being mobilised, with logistics and camp construction nearing completion. 
Social, logistics and medical teams are also on site with helicopter support. 
 
All regulatory requirements for scout drilling at Target 15 have been received and field camps have been established. 
Heli-magnetic surveys covering the entire Porvenir project area were completed during the fiscal year. Processing and 
initial interpretation of the Heli-mag and ground mag data collected over Porvenir was undertaken. Geology field teams 
continue mapping and sampling new areas in Porvenir and in concessions Nangaritza 1 and 2. A helicopter will be 
contracted to rapidly assist preparation for drilling, transporting drilling equipment and fuel to Target 15.  
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The initial drilling program will test the mineralisation below the Cacharposa and Mula Muerte prospects.  As previously 
announced, rock saw sampling along the Cacharposa Creek has returned the mineralised intercept: 

• 147.83m @ 0.64% CuEq (0.43 g/t Au, 0.37% Cu). This intercept is open-ended. 
• Including 82.63m @ 0.96% CuEq (0.71 g/t Au, 0.55% Cu). 

 
Mineralisation in the Cacharposa Creek continues to display similar characteristics to Alpala, Cascabel with Au:Cu = 1:1. 
Mapping and sampling of the Mula Muerta Creek on the northwest side of the ridge from the Cacharposa Creek has 
discovered similar mineralisation.  Both areas are believed to be part of the same mineralised system.  Both these areas 
form part of an 800m-wide, northeast trending mineralised corridor more than 1200m long. Porvenir contains 
mineralisation styles, size and geometry consistent with exposure of a vertically extensive, well-preserved porphyry 
copper-gold system. 
 
3D geochemical modelling carried out by Fathom Geophysics has confirmed the potential for shallow porphyry style 
mineralisation extending at depth (Figure 1).  Modelling also confirmed the potential for mineralisation at the Bartolo 
prospect along with two new target areas. 
 
Drilling at Target 15 is expected to commence in Q4 2020. 
 
Cisne Loja Project Overview 

Project Overview 
Location:   Loja province, Southern Ecuador  
Ownership:   100%  
Subsidiary:   Green Rock Resources S.A. 
Tenement area:  3 concessions, 146 km2 
Primary Targets:  Epithermal gold and silver, Porphyry copper gold 
 
The Cisne Loja project is located in southern Ecuador where SolGold has identified two high priority prospects, Cuenca 
Loma and Celen. At Cuenca Loma, epithermal quartz veins grade up to 15 g/t Au and outcrop over an area of 2km x 1km. 
At Celen, a 2km x 1km copper-gold-molybdenum soil anomaly has been discovered with rock chips grading up to 4.3% 
Cu and 4.5 g/t Au. 
 
Cuenca Loma Prospect 
Recent follow up of gold anomalies has led to the discovery of outcropping epithermal style alteration and mineralisation 
over an area of 2.5 km by 1.5 km with several episodes of quartz veining, which shows similarities to the epithermal gold 
system at Fruta del Norte in Southern Ecuador.  This northern epithermal prospect is called Cuenca Loma. 
 
Numerous areas of epithermal quartz veins with alteration exhibiting silica-kaolinite-quartz clay assemblages together 
with vuggy quartz, indicate an intermediate to low sulphidation epithermal environment.  
 
Streams over a 6 km by 4 km zone draining the area of interest were consistently rich in gold and magnetite indicating 
the prevalence of the copper gold mineralised porphyries in the area. Geological mapping of these anomalies defined 
alteration and quartz veining over an area of 2.5 km by 1.5 km. These were outcropping, epithermal style alteration and 
mineralisation with multiple episodes of quartz veining evident. Rock chip samples have returned gold and silver results 
greater than 1 g/t Au with a best rock chip sample of: 

• R03000453 15.25 g/t Au and 23.6g/t Ag  
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Celen Prospect 
Celen Prospect is located 7km south of the Cuenca Loma in the El Cisne 2C concession.  
 
The host rock consists of granodiorite, quartz granodiorite and micro diorite.  Of particular note are the high gold values.  
Gold grades are directly proportional to copper values and the highest grades both occur in the quartz magnetite veins.  
These magnetite rich outcrops are also rich in silver, molybdenum and barium with these anomalies extending at least 
1km by 400m.  The Celen project is a highly prospective Au-Cu-Mo porphyry target.   
 
The copper mineralization is best developed within magnetite-chalcopyrite porphyry veins in quartz diorite and 
microdiorite units with associated disseminated chalcopyrite mineralisation. Zones of high-grade copper and gold 
mineralisation are also developed proximal to the porphyry style veins with fractures containing diagnostic copper oxide 
and carbonate minerals, neotocite, malachite and azurite. 
 
Outcrops are characterised by pervasive magnetite mineralisation to 3% of the rock with associated chlorite and epidote 
alteration.  The main orientation of veins and fractures are north east trending with a secondary north west trending 
structural orientation.  Weathered mineralised intrusive units are present in volcanic units to the north of the main zone 
of mineralisation containing quartz-hematite-goethite veining.  There are numerous tourmaline breccias outcropping 
south of the mineralised zone. 
 
Of the most recent 72 rock chip samples taken at the Celen prospect, 60 samples (83%) have returned grades greater 
than 0.6% CuEq with the average molybdenum results for all 72 samples of 51.95ppm Mo.  Best rock chip results from 
recent sampling include: 
 

• R03001325 4.32% Cu, 4.51g/t Au, 20.8g/t Ag, 9.99ppm Mo 
• R03001342 3.90% Cu, 0.21g/t Au, >100g/t Ag, 76.1ppm Mo 
• R03001304 2.54% Cu, 3.04g/t Au, 15.4g/t Ag, 185.5ppm Mo 
• R03001347 2.52% Cu, 3.11g/t Au, 12.5g/t Ag, 13.4ppm Mo 
• R03001303 2.46% Cu, 0.10g/t Au, 54.5g/t Ag, 54.9ppm Mo 
• R03001330 1.99% Cu, 2.38g/t Au, 28.1g/t Ag, 8.69ppm Mo 
• R03001333 1.77% Cu, 0.12g/t Au, 35.9g/t Ag, 5.1ppm Mo 
• R03001328 1.63% Cu, 1.44g/t Au, 12.75g/t Ag, 31.3ppm Mo 

 
Timbara Project Overview 

Project Overview 
Location:   Zamora Chinchipe province, Southern Ecuador 
Ownership:   100% 
Subsidiary:  Green Rock Resources S.A. 
Tenement Area:  4 concessions, 152 km2 
Primary Targets:  Copper-gold porphyry 
 
Field activities have resumed at the Timbara project, located in southern Ecuador.  
 
Reconnaissance mapping and geochemical sampling have already located prospective mineralised outcrops with 
chalcopyrite and bornite. A rock chip sample from a bornite rich vein returned 28.89% Cu. These veins are believed to be 
a continuation of the porphyry corridor identified at SolGold's La Hueca project.  
 
Heli-magnetic surveys covering the entire Timbara project area were completed during the reporting period. Processing 
and initial interpretation of the Heli-mag data collected over the Timbara project has been completed.  
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Rio Amarillo Project Overview 

Project Overview 
Location:   Imbabura province, Northern Ecuador 
Ownership:   100%  
Subsidiary:  Carnegie Ridge Resources S.A. 
Tenement Area:  3 concessions, 123 km2 
Primary Targets:  Copper porphyry 
 
Field activities have resumed at Rio Amarillo, where three lithocaps have already been identified at Chalanes, Palomar 
and Varela (Varela and Target 1). Located in northern Ecuador, Rio Amarillo is ~35km south-east of Alpala. 
 
The Varela lithocap is extensive, measuring some 2km x 1km with a geochemical distribution typical of many preserved 
porphyry systems globally. It hosts the Varela and Target 1 prospects: 

• At Varela, outcropping porphyry style A, M and B-type quartz vein stockworks occur in dioritic host rocks. These 
returned encouraging rock-saw channel sample results of  

o 99m at 0.12% Cu, 0.29 g/t Au and 39ppm Mo, including: 
o 25m at 0.12% Cu, 0.61 g/t Au and 85ppm Mo. 

• At Target 1, outcropping B-type quartz veins occur in volcano-sedimentary host rocks where rock-saw channel 
sampling is underway. 

 
A drilling program has been designed that awaits permitting. 
 
Chillanes Project Overview 

Project Overview 
Location:   Bolivar/Chimborazo province, Central Ecuador 
Ownership:   100%  
Subsidiary:   Green Rock Resources S.A. 
Tenement Area:  1 concession, 48 km2 
Primary Targets:  Copper-gold porphyry 
 
Primary Targets:  Copper-gold porphyry Social teams have been working with government to ensure ongoing access to 
this project which is progressing well.  
 
The Chillanes project is located in central Ecuador. Work to date includes stream sediment geochemical sampling 
(1,140ppm Cu and 1,110ppm Cu), mapping and rock chip sampling (1.42% Cu). Following initial anaconda mapping, a 
program of auger soil geochemistry will help delineate priority drill targets. Hydrothermal alteration consists of phyllic 
alteration with abundant chalcopyrite and pyrite with lesser chalcocite and bornite mapped in outcrop. 
 
Salinas Project Overview 

Project Overview 
Location:   Bolivar province, Southwest Ecuador 
Ownership:   100% 
Subsidiary:   Valle Rico Resources S.A. 
Tenement Area:  4 concessions, 189 km2 
Primary Targets:  Gold-silver-copper epithermal 
 
Access to Salinas 3 and 4 concessions has now been granted and work is continuing on gaining field access to Salinas 1 
and 2 concessions. Initial exploration work will commence at Salinas 3 and 4 and access is expected to be granted shortly 
for Salinas 1 and 2 concessions. 
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The Salinas project is prospective for both Ag-Au-Cu epithermal and Cu-Au porphyry systems. Previous drilling by Rio 
Tinto returned: 

• 74.5m at 2.0 g/t Au and 137 g/t Ag, including  
• 39.5m at 3.3 g/t Au and 168 g/t Ag. 

 
Mineralisation is hosted in structurally controlled hydrothermal volcanic breccias. A hypogene covellite-enargite-
chalcocite arsenopyrite paragenesis of phases suggests a nearby larger Cu-Au porphyry system. 
 
Sharug Project Overview 

Project Overview 
Location:   Azuy province, Southwest Ecuador 
Ownership:   100% 
Subsidiary:  Green Rock Resources S.A. 
Tenement Area:  2 concessions, 52 km2 
Primary Targets:  Copper-gold porphyry 
 
Field activities have resumed with logistics teams back on site at the completed camps and core handling facilities. Drilling 
permits have been applied for with approvals pending. The Sharug project is located in southern Ecuador where SolGold 
has identified two targets, Quillosia and Santa Martha. 

• Quillosia: an epithermal gold target where quartz vein samples have been defined over an area of 1.4km x 1.0km 
and yielded grades of up to 39.6 g/t Au. 

• Santa Marth: a copper-gold porphyry target where soil geochemistry, airborne magnetics and geological 
mapping have defined a target area of 1km x 1km. 

 
A drilling program has been designed at both the Quillosisa and Santa Martha prospects that awaits permitting. 
 
Cisne Victoria Project Overview 

Project Overview 
Location:   Morana Santiago province, South-eastern Ecuador 
Ownership:   100% 
Subsidiary:  Cruz del Sol S.A. 
Tenement Area:  1 concession, 170 km2 
Primary Targets:  Copper-gold porphyry 
 
Located in south-eastern Ecuador, the Cisne Victoria project consists of an epithermal zone of alteration and 
mineralisation.  Processing and initial interpretation of the Heli-mag and ground mag data collected over the Cisne-
Victoria project was completed during the reporting period, indicative of a large porphyry system.  
 
Sampling results have returned 7m at 2.3% Cu, 0.7 g/t Au and 8.8 g/t Ag. 
 
Social, medical, logistics and technical teams have re-entered the concession site during the fiscal year following the 
COVID-19 hiatus.  
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Coangos Project Overview 

Project Overview 
Location:  Morana Santiago province, south-eastern Ecuador 
Ownership:  100% 
Subsidiary:  Cruz del Sol S.A. 
Tenement Area:  7 concessions, 259 km2 
Primary Targets:  Porphyry & Epithermal Copper-gold 
 
Social, medical, logistics and technical teams are back on site at the Coangos project in southern Ecuador, where two 
areas of mineralised outcrops have been discovered at Anomaly 1 and Anomaly 2. 

• Anomaly 1: Mineralization is hosted in volcanoclastic rocks. The copper-silver zones contain primary chalcocite 
and chalcopyrite with secondary copper carbonates and oxides; chrysocolla, malachite, and tenorite. Near-
source stream boulders with chrysocolla have returned very high grades of copper and silver. 

• Anomaly 2: Mineralisation is associated with a 1.5m wide fault breccia containing quartz veins up to 8mm thick, 
sugary quartz clasts, rhodochrosite, barite and calcite in a zone of chlorite-sericite alteration. The breccia is 
exposed along strike in two separate streams, located 200m apart. The structure has not been closed off and 
mapping continues in streams along strike. 

 
Chical Project Overview 

Project Overview 
Location:  Carchi province, Northern Ecuador 
Ownership:  100%  
Subsidiary:  Carnegie Ridge Resources S.A. 
Tenement Area:  4 concessions 183 km2 
Primary Targets:  Epithermal Copper-gold 
 
SolGold has identified multiple targets at the Chical project, located 15km north-east of the Cascabel concession. 
At Espinosa, a 1.5km x 1.0km soil anomaly has been defined with rock chip samples returning up to 7 g/t Au. At the Pascal 
and La Esperanza prospects, large copper-gold anomalies have been defined with rock chips returning up to 1 % Cu, 0.4 
g/t Au and 886 ppm Mo. 
 
Field activities have resumed with applications to drill submitted and pending approval. 
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AUSTRALIA 
 
In Queensland, Australia, the Company has identified the following major project areas:  

• Rannes 
• Mount Perry 
• Normanby 
• Westwood  
• Mt Pring 
• Cracow West  

 
SolGold continues to hold tenements across central and southeast Queensland, through its wholly owned subsidiaries, 
Central Minerals Pty Ltd and Acapulco Mining Pty Ltd. Central Minerals Pty Ltd currently holds 5 exploration permits:  
EPM 25300 (Cooper Consolidated, Rannes Project); EPM 18760 (Westwood); EPM 18032 (Cracow West); EPM 27211 (Mt 
Pring); and EPM 19639 (Goovigen Consolidated, Rannes Project). Acapulco Mining Pty Ltd currently holds exploration 
permits at EPM 25245 (Mount Perry) and EPM 19410 (Normanby). Operations and activities across SolGold’s Australian 
concessions remain suspended during the reporting period due to the COVID-19 pandemic and restrictions put in place 
across the state.  
 
Rannes Project (EPM 25300) 

Project Overview 
Location:  140 km west of Gladstone, Queensland, Australia 
Ownership:  100% 
Subsidiary:   Central Minerals Pty Ltd 
Tenement Area:  126 granted sub-blocks (circa 403km²) 
Primary Targets: Disseminated and vein-hosted low sulphidation gold-silver deposits 

 
Located, 140km west of Gladstone (Queensland, Australia), SolGold's principal targets at the Rannes project are 
structurally controlled, low-sulphidation epithermal gold-silver deposits. Thirteen prospects have been identified within 
the Permian-aged Camboon Volcanics, with the majority lying along north-northwest trending fault zones. Surface 
exploration has included tenement wide stream sediment, soil and rock chip sampling surveys. A detailed airborne 
magnetic survey was recently re-interpreted to enhance the development of the structural model of the belt. Exploration 
methods have included a 3D IP survey, detailed airborne magnetics, geological mapping, and trenching all contributing 
to definition of additional drill targets at several prospects.   
 
A variable time airborne electromagnetic survey (VTEM) identified several conductive anomalies located both below the 
depth of drilling at the Crunchie and Kauffman’s prospects as well as larger anomalies along strike in areas that have no 
historic drilling.  Preliminary 3DEM inversion modelling has resolved conductivities/resistivities down to 10 Ohm-m’s and 
are considered prospective. 
 
Mineral resource estimates completed by Hellman & Schofield Pty Ltd and by H&S Consulting Pty Ltd includes JORC-2012 
compliant resources in both Indicated and Inferred categories for reporting under the Australasian Joint Ore Reserves 
Committee's "Code for Reporting of Mineral Resources and Ore Reserves". The table below lists the current mineral 
resource estimates at the Kauffman’s, Crunchie, Cracklin' Rosie, Porcupine and Brother prospects as of May 23, 2012. 
These estimates are based on gold to silver ratio of 1:50 and a 0.5 g/t Au equivalent cut-off. The resource at 0.3 g/t Au 
cut-off was announced on May 23, 2012. 
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Table 3 - Reported Reserves and Resources by Hellman and Schofield Pty Ltd and H&S Consulting Pty Ltd 

Prospect Cut-Off 
(Au.Eq) 

Resource 
Category 

Mt Au 
(g/t) 

Ag 
(g/t) 

Ounces 
(Au) 

Ounces 
(Ag) 

Ounces 
(Au.Eq) 

Kauffman’s 0.5 Indicated 1.58 0.79 10.30 40,304 522,074 50,729 
Inferred 3.49 0.74 8.90 83,060 999,278 103,092 

Crunchie 1.5 Indicated 2.40 0.46 42.40 35,833 3,310,000 102,100 
Inferred 3.20 0.49 39.80 49,797 4,040,000 130,676 

Cracklin' 
Rosie 

0.5 Inferred 0.43 0.59 5.60 8,023 76,145 9,544 

Porcupine 0.5 Inferred 0.57 0.50 7.50 9,202 137,085 11,941 
Brother 0.5 Inferred 0.57 0.60 1.10 11,021 20,490 11,434 

Total (All Prospects)  12.24 0.63 23.1
8 

237,240 9,105,07
2 

419,516 

 
Exploration activities completed during this period include: 
 
VTEM inversion modelling during Q3, 2019 identified a number of high priority basement conductors that appear to be 
located down-plunge from the inferred and indicated resources at both the Crunchie and Kauffman’s prospects. 
 
Work on the Rannes Project during Q4, 2019 focussed on drillhole data validation and completion of a 3D workspace to 
allow integration of 3DIP, VTEM and magnetic inversion model data. 
 
Plate modelling of VTEM data will be completed in early Q3, 2020 to define the orientation and depth to top of conductor 
ahead of drill hole testing during Q4 2020. 

 
Mount Perry Project (EPM 25245) 

Project Overview 
Location:  130 km northwest of Gympie, Queensland, Australia 
Ownership:  100%  
Subsidiary:  Acapulco Mining Pty Ltd 
Tenement Area:  64 granted sub-blocks (circa 205km²) 
Primary Targets: High grade, lode gold deposits and possible gold porphyry deposits 
 
The Mount Perry mineral field is located approximately 100 km southwest of Bundaberg (Queensland, Australia) and 
comprises epithermal to mesothermal veins that cluster around mineralized porphyry intrusions and associated breccia 
bodies.  The project is located approximately 25km northwest of Evolution Mining’s 2Moz Mt Rawdon breccia-hosted 
epithermal gold deposit. 
 
The Chinaman’s Creek prospect cluster has been identified as the most prospective area within the project to host a high-
grade gold deposit based on observed scale and grade of mineralized lodes).  In Q3 2019, spectral analysis (PSM3500 
spectral analyzer) was completed on 28 drillholes (Upper Chinaman’s Creek, Welcome and Spring Gully prospects) to 
characterize alteration assemblages and identify temperature and pH vectors to mineralization.  Data indicates earlier 
higher temperature phyllic ±  propylitic alteration assemblages (sericite ± chlorite) are overprinted by mineralized lower-
temperature intermediate (illite-smectite) to advanced argillic alteration assemblages (sericite-dickite-silica).  
Mineralization is accompanied by increased quartz vein density and pervasive silicification. 
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A detailed air photo-based, litho-structural and geochemical interpretation of the Chinaman Creek epithermal goldfield 
was initiated late in Q4, 2019.  This work was commissioned to better define the structural framework and gold 
distribution of the goldfield. Structural – geochemical interpretation indicates that the three main mineralized lodes 
occupy peripheral collapse structures surrounding the Chinaman’s Creek porphyry, located 1km to the southwest of the 
Upper Chinaman’s Creek prospect. 
 
Ground access negotiations were initiated with the main landowner and it is anticipated that access will be granted in 
Q3, 2020.  A detailed Gradient Array IP survey (50m line-spacing) is planned for Q4 2020 over the Upper Chinaman’s, 
Welcome and Spring Gully prospect, specifically, to identify larger sub-surface zones of silicification within the three main 
mineralized lodes.  
 
Normanby Project (EPM 19410) 

Project Overview 
Location:  120 km northwest of Mackay, Queensland, Australia 
Ownership:  100%  
Subsidiary:  Acapulco Mining Pty Ltd 
Tenement Area:  60 granted sub-blocks (circa 192 km²) 
Primary Targets:  Intrusion-related epithermal gold veins and potential porphyry Cu-Au deposits 
 
The Normanby Goldfield comprises over 70 historic pits and shafts located within 14 prospects along an 8km structural 
zone.  Gold-bearing quartz veins are hosted almost exclusively in the Shannon Vale Gabbro within a complex left-lateral 
dilation zone.  In Q3 2019, soil geochemical sampling was completed within the western fringe of the Normanby Goldfield 
and reconnaissance mapping and sampling was completed at the Mt Crompton breccia complex, located in the southern 
third of the tenement. 
 
A 1.8 x 0.8km soil survey (100 x 50m grid, 308 samples) was completed immediately west of the Black Snake / Rosebud 
prospects.  Sampling focussed on the structural extension of the mineralized Black Snake / Rose Bud structures and was 
focussed on an east-trending magnetic ridge within an area of known alluvial gold.  Sampling failed to identify any new 
gold anomalies.  An additional, 21 sample soil line was completed on the eastern end of the Mt Flat Top prospect and 
successfully closed out the lead anomaly that envelops the mineralized lode. An additional 5 rock and 6 stream sediment 
samples were collected surrounding the Mt Crompton breccia system in the southern third of the tenement.  Stream 
samples were slightly anomalous and highlight the source as the partially outcropping Mt Crompton breccia.  Rock chip 
samples returned low-level anomalism (max 653ppm Cu, 153ppm Zn, 6ppb Au) and reflect the poorly developed and 
mineralized nature of the breccia system. 
 
Westwood Project (EPM 18760) 

Project Overview 
Location:  45 km west-southwest of Rockhampton, Queensland, Australia 
Ownership:  100% 
Subsidiary:  Central Minerals Pty Ltd 
Tenement Area:  16 granted sub-blocks (circa 45km²) 
Primary Targets:  Ultramafic layered intrusion Pd-Au-Cu-Pt deposits 
 
Palladium-Gold-Copper ± Platinum mineralization at the Westwood project is associated with the Late Permian – Early 
Jurassic aged Bucknall mafic-ultramafic layered gabbro intrusive complex.  No work was completed on the project during 
the reporting period. 
 

The Company’s exploration has included stream sediment, soil and rock chip sampling and RC / Diamond drilling.  Metal 
anomalism is focussed in the southeast part of the gabbro and is defined by a 2km strike of sporadic soil anomalism 
(+125ppb Pd, +46ppb Au, +490ppm Cu, +27ppb Pt).  
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Drilling in early 2019 targeted lateral extension to known mineralization and untested magnetic and electromagnetic 
anomalies in the northern limits of the complex.  RC pre-collar assays include 46m @ 0.217 g/t Au, 0.157 g/t Pd, 0.13% 
Cu from 0m (WWD008) and 28m @ 0.176 g/t Pd from 2m (WWD010).  Disseminated sulphide mineralization (up to 5%) 
was identified in two drill holes adjacent to 2018 intercepts (WWD009, WWD010). 
 
Drilling designed to follow-up initial success at the Magdalene and Magda One prospects in the 2018 drill program 
confirmed the presence of magmatic PGE-Cu sulphides in multiple holes and extended known mineralization 50m 
southwest at Magdalene and 75m to the northwest at Magda One prospect. 
 
Mt Pring Project (EPM 27211) 

Project Overview 
Location:  65 km northwest of Proserpine, Queensland, Australia 
Ownership:  100%  
Subsidiary:  Central Minerals Pty Ltd 
Tenement Area:  40 sub-blocks (circa 120km²)  
Primary Targets:  Magmatic Ni-Cu-PGE sulphide and copper-gold porphyry deposits 
 
The Mt Pring Project is located within the east-northeast trending Mt Carlton structural zone, approximately 60km east 
of Evolution Mining’s Mt Carlton high-sulphidation Au-Ag deposit.  The tenement was granted in Q1 2020 and no 
fieldwork was completed in the reporting period. The project hosts several, under-explored ultramafic intrusive 
complexes that historically have never been assayed for gold or platinum group elements.  Historical exploration is limited 
to Ni-Cu stream sediment sampling by WMC in the late 1970’s and limited Ni-Cu soil sampling in the late 1980’s.  Soil 
sampling at Mt Pring defined a 700 x 350m, +1,000ppm Ni anomaly that has not been followed up with more advanced 
exploration. 
 
The Mt Pring tenement is considered prospective for magmatic nickel-copper sulphide and copper-gold porphyry type 
systems. Exploration within the first reporting period will include tenement-wide photo-structural interpretation, stream 
sediment sampling followed by mapping and soil sampling of identified targets. 
 
Cracow West Project (EPM 18032) 

Project Overview 
Location:  260 km west-northwest of Gympie, Queensland, Australia 
Ownership:  100% 
Subsidiary:  Central Minerals Pty Ltd 
Tenement Area:  12 granted sub-blocks (circa 38km²) 
Primary Targets:  Low-sulphidation epithermal Au-Ag deposits 
 
Gold mineralization at the Cracow mine is associated with Permian-aged, low-sulphidation, epithermal quartz veins 
which have been emplaced along northwest and north-northwest trending fault zones. The Company's initial exploration  
concept was to explore for a similar deposit to Cracow gold mine, but a recent review of the regional geology suggests 
that the anomalism seen at Cracow West may be associated with a later phase of Triassic intrusions, suggesting a later 
mineralization event. 
 
The Company's exploration at Cracow West has included stream sediment, soil and rock chip sampling. This has identified 
three significant prospects: Dawson Park, Kambrook and Theodore Bends. A sub-audio magnetotellurics survey was 
completed over the Kambrook and Dawson Park prospect which identified a potential buried target at the Dawson Park 
prospect, which coincides with a distinct soil tellurium anomaly at surface. 
 
EPM 18032 was renewed for a further 3 years (to 10th December 2020) and future work will include a re-interpretation 
of the geophysical and structural dataset with specific focus on identifying high-priority targets within the Dawson park, 
Kambrook and Theodore Bends prospects.  



 

32 | P a g e  
 

 

SOLOMON ISLANDS 
 
The Kuma tenement in the Solomon Islands (South West Pacific) is considered by SolGold to be highly prospective for 
porphyry copper gold and epithermal gold deposits. 
 
Kuma Project  

Project Overview 
Location:   37km South-east of Honiara on the island of Guadalcanal  
Ownership:   100% ownership 
Tenement Area:  1 concession, 43 km² 
Primary Targets:  Copper-gold porphyry 
 
 
The Kuma project lies just to the south-west of a series of major NW-SE-trending arc parallel faults, associated with 
numerous Cu and Au anomalies in streams and soils. The project area overlies a 3.5-kilometre wide, annular, caldera-like 
topographic feature. Annular and nested topographic anomalies in the region suggest the presence of extensive 
batholiths of the Koloula Diorite beneath the volcanic cover of the Suta Volcanics. The prospect geology is dominated by 
a 4km by 1km lithocap. This extensive zone of argillic and advanced argillic alteration is caused by hydrothermal fluids 
that emanate from the top of porphyry copper-gold mineralising systems, and thus provides a buried porphyry copper-
gold target. 
 
The geochemically anomalous portion of the Kuma lithocap (north-west end) lies within the annular topographic 
anomaly. Kuma has a spectacular oxidised float boulder trail along the Kuma River and was traced to Alemba and Kolovelo 
creeks which lead to discovery of broad hydrothermal alteration zones and lithocap.  
 
Previous exploration completed at Kuma under the Guadalcanal Joint Venture between SolGold and Newmont included 
extensive geochemical sampling (BLEG, rock chip and channel samples), geological mapping, a magnetic survey and an 
electromagnetic survey. Geochemical results define a central zone of manganese depletion (Mn < 200 ppm) inferred to 
indicate the destruction of mafic minerals by hydrothermal alteration. Zinc > 75 ppm forms an annulus to this zone, and 
Molybdenum > 4 ppm lies along the margins of the manganese low indicating potential for porphyry CuAu mineralisation 
at depth. TerraSpec spectral analysis of sieved coarse fraction soil samples covering the Kuma lithocap in integration with 
known geology in the prospect area has highlighted a primary porphyry target centre in the northern portion of the 
lithocap that SolGold plans to drill test upon granting of tenure. 
 
Further work is planned to test the high sulfidation Kuma prospect that focuses on the upper part of Kuma ridges and a 
drilling program was planned for mid-2020 however COVID-19 restrictions have impacted the programme plans.  
 
Activities completed in this period include ongoing community consultations.  

 
QUALIFIED PERSON 
 
Information in this report relating to the exploration results is based on data reviewed by Mr Jason Ward ((CP) B.Sc. 
Geol.), Exploration Manager Global of the Group. Mr Ward is a Fellow of the Australasian Institute of Mining and 
Metallurgy, holds the designation FAusIMM (CP), and has in excess of 20 years’ experience in mineral exploration and is 
a Qualified Person for the purposes of the relevant LSE and TSX Rules. Mr Ward consents to the inclusion of the 
information in the form and context in which it appears. 
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ADDITIONAL DISCLOSURE FOR ISSUERS WITHOUT SIGNIFICANT REVENUE 

 
The following table sets out a breakdown of all material components of certain costs to the Group for the financial years 
ended 30 June 2020 and 2019.  

 
Mineral Properties – Exploration and Evaluation  

The following table sets out the total deferred exploration costs recorded by the Group for the Cascabel concession, the 
Ecuador regional exploration projects, Australian projects and the Solomon Islands projects for the financial years ended 
30 June 2020 and 2019. 

 
 

 Cascabel project Ecuador Regional 
Exploration projects Australian projects Solomon Islands 

projects Total 

Exploration 
Expenditures 

Jun'20 
(US$'000) 

Jun'19 
(US$'000) 

Jun'20 
(US$'000) 

Jun'19 
(US$'000) 

Jun'20 
(A$'000) 

Jun'19 
(US$'000) 

Jun'20 
(US$'000) 

Jun'19 
(US$'000) 

Jun'20 
(US$'000) 

Jun'19 
(US$'000) 

Balance, 
beginning of 
period 142,630 83,499 25,192 12,490 9,605 9,788 55 - 177,482 105,777 
License fee 100 98 3,194 3,163 52 47 - - 3,346 3,308 
Assays and 
geochemistry 403 1,683 186 196 24 32 4 3 617 1,914 
Camp costs 2,476 3,165 714 5 - 7 - - 3,190 3,177 
Drilling 14,113 37,188 2,008 1,115 76 30 - - 16,197 38,333 
Geophysics - 23 - 37 - - - - - 60 
Community 5,405 5,200 1,128 1,241 - - - - 6,533 6,441 
Salaries and 
labour 6,531 6,194 6,448 4,940 73 51 151 51 13,203 11,236 
Environment 360 983 195 282 - - - - 555 1,265 
PEA 264 1,071 - - - - - - 264 1,071 
PFS 1,521 - - - - - - - 1,524 - 
Other 4,783 4,186 2,886 1,955 15 47 11 1 7,695 6,189 
Total 
exploration 
expenditures  178,586 143,290 41,951 25,424 9,845 10,002 221 55 230,603 178,771 
Mineral 
properties 
abandoned  - - (220) (209) 2 (19) - - (218) (228) 
Foreign 
exchange 
adjustment - (660) - (23) (133) (378) 4 - (129) (1,061) 
Balance, end 
of period 178,586 142,630 41,731 25,192 9,714 9,605 225 55 230,256 177,482 
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EXPLORATION OUTLOOK 
 
The focus of the Group during the financial year ending 30 June 2021 will be to advance the Alpala project in Ecuador 
through the completion of the Pre-Feasibility Study and as part of this study the determination of reserves and release 
of a NI 43-101 technical report. 
 
The regional exploration program in Ecuador will continue reconnaissance field mapping, soil and rock chip sampling 
programs, and geophysics surveys, and continue drilling programs (as permits and the COVID-19 situation allow) as well 
as evaluating several mineralised outcropping targets over SolGold’s four 100% owned Ecuadorean subsidiaries. 
 
The Australian exploration program will continue to focus on target generation and project development through 
geological reconnaissance activities, planned geophysics surveys, modelling studies and drilling. 
 
The Solomon Islands exploration program will continue to focus on community engagement and preparation for a drilling 
program. 
 
Alpala Project, Ecuador 

Major milestones for the Alpala project completed to date include:  
• Ministry of Mining approval for Initial Exploration Phase (for entire project area) 2010. 
• Ministry of Environment approval of Environmental License for Initial Exploration phase [Licencia Ambiental] 

(for entire project area) 2011. 
• Ministry of Environment approval of Environmental License for Advanced Exploration phase [Licencia 

Ambiental] (for defined project area) 2013. 
• Ministry of Mining approval for the change of phase to Advanced Exploration Phase (for defined project area) 

2014. 
• MRE#1 on 3 January, 2018. 
• MRE#2 on 4 January, 2019. 
• Ministry of Mining approval for the change of phase to Economic Evaluation Phase (for defined project area) 

2019. 
• Preliminary Economic Assessment (PEA – NI 43-101) on 20 May 2019. 
• MRE#3 on 7 April, 2020. 
• MRE#3 Technical Report (NI 43-101) on 22 May 2020. 

 
Planned milestones for 2020/21 include: 

• Advanced Exploration Phase (for remainder of concession) 
• Economic Evaluation Phase (for remainder of concession) 
• Pre-Feasibility Study (PFS)  
• Investment Agreement 
• Off-take Memorandum of Understanding 
• Ongoing land acquisitions  
• Commencement of Definitive Feasibility Study (DFS) 

 
The next phase of development of the Alpala project will continue to focus on Feasibility phase requirements.  
 
Understanding of the Alpala system and global porphyry systems has provided additional knowledge that the Company 
is applying in the exploration of other targets within the Cascabel concession as well as at the regional projects. 
 
Aside from Alpala and Aguinaga, the Cascabel concession has defined several other untested targets, namely: Trivinio, 
Moran, Cristal, Tandayama-America and Chinambicito. It is anticipated that some of these will be drill tested in due 
course.  
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Ecuador Regional Exploration Projects 

In the year, SolGold will continue advancing all priority projects (subject to access due to COVID-19 restrictions) to the 
next phase of exploration involving auger soils, rock channel sampling and targeted geophysical surveys to identify 
targets for future drill testing. The results of these second exploration phase activities will help delineate future targets 
to be drill tested.  
 
Australian Projects  

VTEM inversion modelling at the Rannes Project identified several high priority conductors located both down-plunge of 
known mineralization at the Crunchie and Kauffman’s prospects and proximal to buried intrusive systems within the 
broader project area. A fully integrated three-dimensional geological model will be completed ahead of drill-testing these 
high priority targets. 
 
Geological mapping at the Chinaman’s Creek prospects within the southern limits of the Mount Perry Project is scheduled 
to be undertaken when exploration and operational conditions normalise again, ahead of a detailed, 50m line-spacing 
Gradient Array Induced Polarization (IP) survey. IP and mapping data will then be used to identify and prioritize drillhole 
targets. 
 
The initial field program for Mount Pring tenement (EPM 27211) will include a detailed stream sediment sampling 
program combined with reconnaissance geological mapping. 
 
All Australian exploration work remains suspended due to COVID 19. It is intended to recommence exploration activities 
as soon as regulations permit and it is deemed safe to recommence work.  
 
Solomon Islands Project 

A drill program has been planned for Kuma Prospect, expected to commence in the 2020 calendar year. 
 
The table below sets out a summary of the completed activities and expenditures as at and for the financial year ended 
30 June 2020. The table below also sets out the Group’s plans for its projects and the planned expenditures for each of 
its projects to the year ended 30 June 2021. The table below includes forward-looking information and readers are 
encouraged to refer to "Forward Looking Statements". Planned activities are subject to the ongoing COVID 19 mobility 
restrictions implemented by the Governments of Ecuador, Australia and Solomon Islands, the community concerns, and 
the company controls in place. 
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Property Summary of Completed 
Activities (1 Jul 2019 – 30 June 
2020) 

Expenditures (Year 
ended 30 June 
2020) 
US$ 

Plans for the 
Property(1) 

Planned Expenditures 
to financial year end 
30 June 2021(1) 

US$ 
Cascabel 
concession  

• 3D modelling of Alpala 
deposit 

• Commenced 
Hydrogeological drilling for 
monitoring program 

• Geotechnical testing 
(drillhole testing: insitu 
stress, packer, UCS; Pit 
testing: insitu soil testing, 
lab testing)  

• Re-logging of core to 
provide more detailed mine 
geotechnical information 

• Re-interpretation of faults 
and damage zones 

• Metallurgical sampling and 
testing 

• Geological mapping 
• Land acquisitions 
• Community initiatives 

US$35.96 million Financial year ending 30 
June 2021 
• Drilling and testing 

(Geotech) 
• Drilling and testing 

(Metallurgy) 
• Drilling and testing 

(Water monitoring) 
• Completion of Pre-

Feasibility Study  
• Activities relating to 

the Definite 
Feasibility Study 

• Community Projects 

US$90.33 million 

Ecuador 
Regional 
Exploration 
projects 

• Development of 13 priority 
targets 

• Exploration reconnaissance 
including mapping, soils and 
rock chips 

• Geophysics interpretation 
• Camp construction 
• Community engagement 
• Drilling (Blanca) 

US$16.76 million Financial year ending 30 
June 2021: 

• Continued 
exploration 
reconnaissance 

• Scout drilling on 
high priority targets 

• Further target 
generation 

• Community 
engagement 

US$27.21 million 
 

Australia 
projects 

• Integrated modelling of 3D 
IP, VTEM and Magnetic 
inversion model data 

• Plate modelling of VTEM 
data 

• VTEM Inversion modelling 
review 

• Comprehensive project 
assessment 

• Granting of EPM 27211 
Mount Pring 

US$239k Financial year ending 30 
June 2021: 

• VTEM inversion 
modelling 

• 3D geological 
modelling 

• Geological mapping 
• IP survey 
• Stream Sediment 

Survey 
• Reconnaissance 

mapping 
• Exploration drilling 

US$240k 
 

Solomon 
Island 
projects 

• Community consultation US$166k Financial year ending 30 
June 2021: 

• Land access and 
negotiations 

• Preparatory work 
for drilling program 

US$216k 

Notes:(1) This information is considered forward-looking information. See "Forward-Looking Statements".  
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LIQUIDITY AND CAPITAL RESOURCES 
 

At 30 June 2020 the Group had cash and cash deposits of US$46,895,243, an increase of US$5,149,043 from 
US$41,746,200 as at 30 June 2019. 
 
Cash expenditure (before financing activities) for the year ended 30 June 2020 was US$68,471,595 (2019: US$88,222,051 
million). During the financial year ended 30 June 2020, cash of US$62,700,190 (2019: US$69,104,952) was received form the 
issue of shares and cash of US$14,815,000 (2019: US$nil) was received via financings, net of costs. Accordingly, the net 
cash inflow of the Group for the year ended 30 June 2020 was US$6,612,494 (2019: outflow of US$19,237,376). 
 
Cash of US$54,444,043 (2019: US$73,526,926) was invested by the Group on exploration expenditure during the financial 
year ended 30 June 2020. 
 
LIQUIDITY OUTLOOK 
 

 For the period ending 
 30 June 2020 

US$ 
30 June 2019 

US$ 
Cash and cash equivalents 46,895,243 41,746,200 
Other receivables and prepayments 2,883,916 2,891,326 
Trade and other payables (6,060,193) (6,514,591) 
Net working capital 43,718,966 38,122,935 

 
SolGold funds its current exploration and corporate costs through existing cash and cash equivalents. The Company has 
no capital commitments but has certain obligations to expend minimum amounts on exploration in tenement areas. As 
outlined in the Company’s latest consolidated annual financial statements (30 June 2020), such commitments amount to 
US$6,366,389 and US$6,249,223 over the next 12 months and 13-month to 5-year period, respectively.  
 
On 11 May 2020, the Company entered into a US$100 million NSR Financing Agreement with Franco-Nevada with an option 
to upsize the financing to US$150 million at the Company’s election. Concurrently with entering into the NSR Financing 
Agreement, the Company and Franco-Nevada have also entered into a US$15 million BLA of immediately available funds 
as an initial advance prior to closing the NSR Financing Agreement. The full amount of the advance (net of legal costs) was 
received in May 2020. All conditions of the NSR Financing have been fulfilled at the date of this report and the US$100 
million less the amount of outstanding principal and interest under the US$15 million secured bridge loan pursuant to the 
BLA has been received.  
 
Due to the nature of the Company’s operations, the Company has no history of revenues from its operating activities and 
the Company has financed its activities by raising capital through equity issuances or debt. However, given the nature of 
the Company’s current activities, it will remain dependent on equity and/or debt funding in the future until such time as 
the Company becomes self-financing from the commercial production of mineral resources. 
 
OUTSTANDING SHARE DATA 
 

The Company was authorised to issue 2,905,511,333 ordinary shares at 30 June 2020 of which 2,072,213,494 were 
outstanding at 30 June 2020. The Company had 2,072,213,494 ordinary shares outstanding at the date of the report, 17 
September 2020. At 30 June 2020 the Company had outstanding options to purchase an aggregate of 185,162,000 ordinary 
shares with exercise prices ranging from £0.25 to £0.60 per share and expiry dates ranging from 4 July 2020 and 2 
December 2024. At the date of the report, 17 September 2020, the Company had outstanding options to purchase an 
aggregate of 114,675,000 ordinary shares with exercise prices ranging from £0.25 to £0.60 per share and expiry dates 
ranging from 4 July 2021 and 2 December 2024.  
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COMMITMENTS 
 
The Group has certain obligation to expend minimum amounts on exploration in tenement areas. These obligations may 
be varied for time to time and are expected to be fulfilled in the normal course of operations of the Group. 
 
The combined commitments of the Company related to its granted tenement interest are as follows: 
 
 

Location 
Up to 12 Months 

 
US$ 

13 Months to 5 
Years 
US$ 

Later than 5 Years 
 

US$ 

Ecuador 3,065,430 3,065,430 - 

Solomon Islands 3,142,400 3,142,400 - 

Queensland 158,559 41,393 - 

 6,366,389 6,249,223 - 

 
To keep tenements in good standing, work programs should meet certain minimum expenditure requirements. If the 
minimum expenditure requirements are not met, the Group has the option to negotiate new terms or relinquish the 
tenements. The Group also has the ability to meet expenditure requirements by joint venture or farm in agreements.  
 
CONTINGENCIES 
 
A 2% net smelter royalty is payable to Santa Barbara Resources Limited, who were the previous owners of the Cascabel 
concession. These royalties can be bought out by paying a total of US$4 million. Fifty percent (50%) of the royalty can be 
purchased for US$1 million 90 days following the completion of a feasibility study and the remaining 50% of the royalty 
can be purchased for US$3 million 90 days following a production decision. The smelter royalty is considered to be a 
contingent liability as the Group has not yet completed a Pre-Feasibility Study at 30 June 2020 as such there is significant 
uncertainty over the timing of any payments that may fall due. 
 
SolGold elected to undertake the Optional Subscription under the terms of the Term Sheet (Term Sheet) signed between 
SolGold plc and Cornerstone Capital Resources Inc. (CGP), CGP’s subsidiary Cornerstone Ecuador S.A, (CESA) and 
Exploraciones Novomining S.A, (ENSA) and holds an aggregate registered and beneficial equity position in ENSA of 85% 
under the terms of the Term Sheet. CGP and CESA elected to obtain the benefit of the Financing Option whereby SolGold 
will solely fund all operations and activities of ENSA until the completion of the Feasibility Study, including CESA’s 
contribution as the registered and beneficial holder of an aggregate equity position in ENSA of 15%. After completion 
and delivery of the Feasibility Study, SolGold and CESA shall jointly fund the operations and activities of ENSA based on 
their respective equity positions in ENSA on a proportionate basis. Furthermore, the Term Sheet allows for SolGold to be 
fully repaid for the financing provided, including interest at LIBOR plus 2% for the expenditures incurred by SolGold from 
the time CGP and CESA elected the Financing Option. SolGold is to be repaid out of 90% of CESA’s distribution of earnings 
or dividends from ENSA or the Cascabel concession to which CESA would otherwise be entitled. If CESA does not elect to 
contribute and its equity stake in ENSA is diluted to below 10%, its equity stake in ENSA will be converted to a 0.5% 
interest in the Net Smelter Return and SolGold may acquire this interest for US$3.5 million at any time. 
 
The amount of financing provided to CESA at 30 June 2020 was US$31,034,075 (2019: US$23,516,425). This will be paid 
out of CESA’s distribution of earnings or dividends from ENSA or the Cascabel tenement if and when the mine goes into 
production. There are no other contingent assets or liabilities at 30 June 2020. 
 
There are no other contingent assets or liabilities at 30 June 2020 (2019: nil). 
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TRANSACTIONS WITH RELATED PARTIES AND DIRECTOR RELATED ENTITIES  
 
Transactions with related parties are disclosed in Note 25 to the 30 June 2020 audited consolidated financial statements. 
Transactions between related parties are on normal commercial terms and conditions no more favourable than those 
available to other parties unless otherwise stated. 
 
The figures noted below are for the financial year ended 30 June 2020 with comparative figures for the financial year 
ended 30 June 2019. 
 
The Company had a commercial agreement with Samuel Capital Ltd (“Samuel”) for the engagement of Nicholas Mather 
as Chief Executive Officer and Executive Director of the Company. For the year ended 30 June 2020 US$400,162 was paid 
or payable to Samuel (2019: US$539,422). These amounts are included in Note 5 (Remuneration of Key Management 
Personnel). The total amount outstanding at 30 June 2020 is US$37,765 (2019: US$925). 
 
The Company has a long-standing commercial arrangement with DGR Global Ltd, an entity associated with Nicholas Mather 
(Director) and Brian Moller (Director), for the provision of various services, whereby DGR Global provides resources and 
services including the provisions of its administration, its premises (for the purposes of conducting the Company’s business 
operations), use of existing office furniture, equipment and certain stationery, together with general telephone, reception 
and other office facilities (‘‘Services’’).  In consideration for the provision of the Services, the Company shall reimburse 
DGR Global for any expenses incurred by it in providing the Services.  DGR Global shall also invoice the Company from time 
to time for the provision of in-house legal counsel services.  For the year ended 30 June 2020 US$239,820 was paid or 
payable to DGR Global (2019: US$255,700) for the provision of administration and office facilities to the Company during 
the year.  The total amount outstanding at year end was US$30,941 (2019: US$15,788). 
 
Mr Brian Moller (a Director), is a partner in the Australian firm HopgoodGanim lawyers (“HopgoodGanim”).  For the year 
ended 30 June 2020, HopgoodGanim were paid or payable US$160,217 (2019: US$201,306) for the provision of legal 
services to the Company.  The services were based on normal commercial terms and conditions.  The total amount 
outstanding at year end was US$47,657 (2019: US$nil). 
 
Mr James Clare (a Director), is a partner in the Canadian firm Bennett Jones lawyers (“Bennett Jones”).  For the year ended 
30 June 2020, Bennett Jones were paid or payable US$537,453 (2019: US$152,559) for the provision of legal services to 
the Company.  The services were based on normal commercial terms and conditions.  The total amount outstanding at 
year end was US$202,128 (2019: US$nil). 
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The key management personnel of the Company are the directors and officers of the Company. Compensation awarded 
to key management relating to consulting fees and share-based payments for the years ended 30 June 2020 and 2019 
are as follows: 
 

 Basic Annual 
Salary 
US$ 

Bonus 
US$ 

Other Benefits1 

US$ 
Pensions 

US$ 
Total 

Remuneration 
US
$ 

  2020  
  Directors  

Nicholas Mather 400,162 - - - 400,162 
Brian Moller 73,211 - - - 73,211 
Robert Weinberg 46,755 - - - 46,755 
Craig Jones3 46,331 - - - 46,331 
James Clare 47,002 - - - 47,002 
Jason Ward4 322,892 - - - 322,892 
Liam Twigger 42,908 - 76,625 4,127 123,660 
Anna Legge2 84,187 - - 447 84,634 
Other Key Management Personnel5 1,067,381 38,595 928,599 77,185 2,111,760 
Total paid to Key Management Personnel 2,130,829 38,595 1,005,224 81,759 3,256,407 
Other staff and contractors 16,265,851 - 151,608 21,625 16,439,084 
Total 18,396,680 38,595 1,156,832 103,384 19,695,491 

 
1 Other Benefits represents the fair value of the share options granted during the year based on the Black-Scholes model considering 
the effects of the vesting conditions.  
 

2 Ms Anna Legge resigned as an Executive Director effective 13 November 2019. 
 

3 Mr Craig Jones resigned as a Non-Executive Director effective 25 June 2020. 
 

4 Mr Jason Ward Basic Annual Salary includes total remuneration paid for the year including payments prior to Director appointment. 
 

5 Other Key Management Personnel consist of the aggregated remuneration of Karl Schlobohm (Company Secretary), Priy Jayasuriya 
(Chief Financial Officer), Benn Whistler (Technical Services Manager), Chris Connell (Regional Exploration Manager), Peter Holmes 
(Director of Studies), Ingo Hofmaier (Executive General Manager, Projects and Corporate Finance), Nadine Dennison (Chief Human 
Resources Officer) and Eduardo Valenzuela (Executive General Manager of Studies). 
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 Basic Annual 

Salary 
US$ 

Bonus 
US$ 

Other Benefits1 

US$ 
Pensions 

US$ 
Total 

Remuneration 
US
$ 

  2019  
  Directors  

Nicholas Mather 425,386 114,036 2,875,779 - 3,415,201 
Brian Moller 78,015 - 540,182 - 618,197 
Robert Weinberg 49,671 - 332,299 - 381,970 
John Bovard2 24,945 - 168,492 - 193,437 
Craig Jones 49,678 - 332,299 - 381,977 
James Clare 49,678 - 573,327 - 623,005 
Jason Ward3 260,125 205,264 1,421,592 - 1,886,981 
Liam Twigger4 1,914 - - - 1,914 
Anna Legge3 113,546 70,919 809,947 3,022 997,434 
Other Key Management Personnel5 617,434 324,774 3,447,823 31,484 4,421,515 
Total paid to Key Management Personnel 1,670,392 714,993 10,501,740 34,506 12,921,631 
Other staff and contractors 14,313,747 73,685 13,381,418 7,368 27,776,218 
Total 15,984,139 788,678 23,883,158 41,874 40,697,849 

 
1 Other Benefits represents the fair value of the share options granted during the year based on the Black-Scholes model considering 
the effects of the vesting conditions.  
 

2 John Bovard retired as a Non-Executive Director effective 20 December 2018. 
 

3 Jason Ward and Anna Legge were appointed as Executive Directors effective 17 June 2019. Basic Annual Salary includes total 
remuneration paid for the year including payments prior to Director appointment. 
 

4 Liam Twigger was appointed as Non-Executive Director effective 17 June 2019. 
 

5 Other Key Management Personnel consist of the aggregated remuneration of Karl Schlobohm (Company Secretary), Priy Jayasuriya 
(Chief Financial Officer), Benn Whistler (Technical Geologist), Chris Connell (Regional Exploration Manager), and Eduardo Valenzuela 
(Study Manager). 
 
During the year, US$103,385 employer’s social security costs (2019: US$34,506) were paid in respect of remuneration 
for key management personnel. 
 

FINANCIAL INSTRUMENTS AND RELATED RISKS 
 

The Group’s financial assets and financial liabilities are exposed to various risk factors that may affect the fair value 
presentation or the amount ultimately received or paid on settlement of its assets and liabilities. A summary of the major 
financial instrument risks and the Group’s approach to management of these risks are highlighted below. 
 
Credit Risk 

The Group is exposed to credit risk primarily from the financial institutions with which it holds cash and cash deposits. The 
Group’s cash and cash deposits are held with Australian, Ecuadorean and Solomon Island financial institutions. 
Management believes that the credit risk concentration with respect to financial instruments included in other 
receivables and prepayments is manageable. 
 
Foreign Currency Risk 

The Group’s operations are sensitive to currency movements, especially between the Australian Dollar, US Dollar and the 
British Pound. These movements can have a negative impact on the Group’s earnings.  
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Liquidity Risk 

The Group has no source of operating cash flow to funds its exploration projects and is dependent on raising funds in 
capital markets from a variety of eligible private, corporate and fund investors, or from interested third parties (including 
other exploration and mining companies) which may be interested in earning an interest in the exploration project. The 
success or otherwise of such capital raisings is dependent upon a variety of factors including general equities and metals 
market sentiment, macro-economic outlook, project prospectivity, operational risks and other factors from time to time. 
 
Should the Group be unable to continue as a going concern, it may be required to realise its assets and liabilities other 
than in the ordinary course of business, and at amounts that differ from those stated in the financial statements. 
 
Other 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 monitors commodity prices of gold, 
copper and other metals, individual equity movements, and the stock market to determine the appropriate course of 
action to be taken by the Company. The Company believes that both commodity and equity price movements can have 
a substantial effect on the market value of the Company’s investments. 
 
Interest Rate Risks 

The Company’s policy is to retain its surplus funds on the most advantageous term of deposit available up to twelve 
month’s maximum duration. The Company’s cash and cash deposits may fluctuate in value depending on the market 
interest rates and time to maturity of the instruments. 
 
Debt is initially recognised at fair value. Subsequent to initial recognition these financial liabilities are held at amortised 
cost using the effective interest rate method. 
 
SUBSEQUENT EVENTS 
 
On July 4, 2020 21,250,000 fully vested options expired. These options had an exercise price of £0.40 
 
On July 17, 2020 the Company announced the appointment of Mrs Elodie Grant Goodey to join the Board as Non-
Executive Director.  
 
On August 9, 2020 44,512,000 fully vested options expired. These options had an exercise price of £0.60. 
 
On September 4, 2020 the Company announced that Mr Liam Twigger, Mr Brian Moller and Mr James Clare have agreed 
to the cancellation of their outstanding Company options as part of the Company’s process in moving towards full 
compliance with the provisions of the UK Corporate Governance Code.  
 
On September 14, 2020 the Company announced that it closed the previously announced US$100 million royalty 
financing pursuant to the NSR Financing Agreement (“NSR Financing”) with Franco-Nevada Corporation (“Franco-
Nevada”) on September 11, 2020.  On September 11, 2020, Franco-Nevada advanced to SolGold US$100 million (the 
“Royalty Purchase Price”) under the NSR Financing Agreement, less the amount of outstanding principal and interest 
under the US$15 million secured bridge loan pursuant to the Bridge Loan Agreement 
 
The Directors are not aware if any other significant changes in the state of affairs of the Group  or events after  the reporting 
date that would have a material impact on the consolidated or Company financial statements. 
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OFF-BALANCE SHEET ARRANGEMENTS 
 
At 30  June 2020, the Group had no off-balance sheet arrangements such as guarantee contracts, contingent interest in assets 
transferred to an entity, derivative instruments obligations or any obligations that trigger financing, liquidity, market or 
credit risk to the Group, other than those disclosed as contingent liabilities.  
 
CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS 
 
The preparation of financial statements in accordance with IFRS requires management to make judgements, estimates 
and assumptions about the carrying amounts of assets and liabilities, disclosure of commitments and contingent liabilities 
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. 
The determination of estimates requires the exercise of judgement based on various assumptions and other factors such 
as historical experience, current and expected economic conditions. Actual results could differ from these estimates. 
 
The significant judgements and estimates used in the preparation of these interim condensed consolidated financial 
statements that have a significant risk of causing a material adjustment to the carrying amount of assets and liabilities 
and earnings within the next financial reporting periods include: 
 
Exploration and evaluation expenditure 

The Group capitalises expenditure relating to exploration and evaluation where it is considered likely to be recoverable 
or where the activities have not reached a stage that permits a reasonable assessment of the existence of reserves.  
 
The carrying values of exploration and evaluation expenditure were assessed for indicators of impairment based on an 
estimation of the recoverability from expected future development and production. In forming this assessment, the 
Group considered the external Mineral Resources Estimate, the status of its permits and internal economic models and 
financing which supported the carrying value of the project. No triggers of impairment were identified at 30 June 2020. 
The Directors have carried out an assessment of the carrying values of deferred exploration and evaluation expenditure 
and any required impairment. 
 
Share based payments 

Share based payments relate primarily to share options issued by the Company, in relation to employee share benefit 
schemes. The grant date fair value of such options are calculated using a Black-Scholes model whose input assumptions 
are derived from market and other internal estimates. The key estimates include volatility rates and the expected life of 
the options, together with the likelihood of non-market performance conditions being achieved. 
 
Company Funded Loan Plan 

The Company Funded Loan Plan provides interest free loans to employees for employees to be able to exercise share 
options. Loans to employees are recorded at fair value on initial recognition. Key judgement is required in determining 
the fair value of the loans at inception based on market interest rates and timing of cash flows. Furthermore, judgement 
is required to ascertain the likelihood of any expected credit losses on the loans provided under the Company Funded 
Loan Plan.  
 
Derivative Financial Instruments 

The Company has issued options that are exercisable in a currency other than the functional currency of the entity issuing.  
As such these options are treated as derivative liabilities which are measured initially at fair value and gains or losses on 
subsequent re-measurement are recorded in the profit or loss. 
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Leases 

As the Groups operating leases are on office building and the contracts do not specify an implicit interest rate, the Group 
has estimated an incremental borrowing rate of 8%, per the discount rate used in the recent Economic Studies.  
 
When the Group has the option to extend a lease, management uses its judgement to determine whether or not an 
option would be reasonably certain to be exercised.  
 
Net Smelter Royalty Payable 

A 2% net smelter royalty is payable to Santa Barbara Resources Limited, who were the previous owners of the Cascabel 
tenements. These royalties can be bought out by paying a total of US$4 million. Fifty percent (50%) of the royalty can be 
purchased for US$1 million 90 days following the completion of a feasibility study and the remaining 50% of the royalty 
can be purchased for US$3 million 90 days following a production decision. Significant management judgement is 
required in determining whether a liability should be recognised in respect of the net smelter royalty payable. Given that 
the project is still in early stages and there is uncertainty surrounding timing of cashflows, the Group has determined 
that it cannot recognise a liability since the amount of the present obligation cannot be reliably measured. This is 
therefore considered to be a contingent liability. 
 
Bridging loan agreement 

At the date of signing the loan agreement it was the intention of SolGold to repay the loan in full by the maturity date of 
11 September 2020. Management made a judgement to not value the warrants at the initial date of measurement based 
on the intention to fully repay the loan by the maturity date, and therefore not trigger the warrants issue. 
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CHANGES IN IFRS ACCOUNTING POLICIES AND FUTURE ACCOUNTING PRONOUNCEMENTS 
 

New standards impacting the Group that have been adopted in the financial statements for the twelve months ended 30 
June 2020, and which have given rise to changes in the Group’s accounting policies are: 
 

o IFRS 16 Leases 
o IFRIC 23 Uncertainty over Income Tax Treatment 

 

Details of the impact that these standards had is detailed below. Other new and amended standards and Interpretations 
issued by the IASB do not impact the Group or Company as they are either not relevant to the Group’s activities or require 
accounting which is consistent with the Group’s current accounting policies. 
 
IFRS 16 Leases 
 

IFRS 16 Leases is applicable to annual reporting periods beginning on or after 1 January 2019. The standard replaces IAS 
17 ‘Leases’ and for lessees will eliminate the classifications of operating leases and finance leases. Subject to exceptions, 
a “right-of-use’ asset will be capitalised in the statement of financial position and measured at the present value of the 
future lease payments to be made over the term of the lease.  A liability corresponding to the capitalised lease will also 
be recognised. The Group depreciates the right-of-use assets on a straight-line basis from the lease commencement date 
to the end of the lease term and an interest expense on the recognised lease liability. 
 
The Group has adopted IFRS 16 using the modified retrospective approach and therefore the comparative periods have 
not been restated. The Group has applied the standard while using the following optional methods under the standard: 
 

• Short-term leases – those with terms of 12 months or less 
• Low value leases 
• Where the lease is no longer enforceable when the lessee and the lessor each have the right to terminate the lease 

without permission from the other party with no more than an insignificant penalty.   
 

Classification and measurement  
Upon recognition on 1 July 2019, a ‘right-of-use’ asset of US$2,125,846 was capitalised in the balance sheet and 
recognised in Property Plant & Equipment with a corresponding lease liability recognised of US$2,125,846. All ‘right-of-
use’ assets relate to lease contracts on office buildings. There are no material break clauses included within the lease 
arrangements, market rate reviews and reasonably certain extension options have been included in the below 
calculation. 
 

 US$ 
Total operating lease commitments disclosed at 30 June 2019 1,525,975 
Recognition exemptions  

- Leases with remaining lease term of less than 12 months (245,840) 
- Leases with less than US$5,000 value (14,689) 
- Reasonably certain extension options 1,198,232 
  
Operating lease lability before discounting 2,436,678 
Discounted using incremental borrowing rate as at date of initial 
application 

(337,832) 

Total lease liabilities recognised under IFRS 16 as 1 July 2019. 2,125,846 
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IFRIC 23 Uncertainty over Income Tax Treatments 
 
IFRIC 23 interpretation addresses the accounting for income taxes when there is uncertainty over tax treatments. It 
clarifies that an entity must consider the probability that the tax authorities will accept a treatment retained in its income 
tax filings, assuming that they have full knowledge of all relevant information when making their examination.  In such a 
case, the income taxes shall be determined in line with the income tax filings. 
 
Management has made an assessment and has determined that is it probable the tax authorities will accept the tax 
position, and therefore tax balances will be calculated under the existing accounting standard. There are no additional 
actions required. 
 

RISKS AND UNCERTAINTIES 
 
Resource exploration and evaluation is a speculative business and involves a high degree of risk. There is no certainty 
that the expenditures made by the Group in the exploration of properties will result in discoveries of commercial quantities 
of minerals. Exploration for mineral deposits involves risks which even a combination of professional evaluation and 
management experience may not eliminate. Significant expenditures are required to locate and estimate ore reserves, 
and further the development of a property. Capital expenditures to bring a property to a commercial production stage 
are also significant. There is no assurance the Group has, or will have, commercially viable ore bodies. There is no 
assurance that the Company will be able to arrange sufficient financing to bring ore bodies into production. The following 
are some of the risks to the Company and Group, recognising that it may be exposed to other additional risks from time 
to time: 
 
Health & Safety Risk 
 
There are a number of safety risks that are inherent in exploration and mining activities.  The current highest risks are 
associated with transportation of people to and from the project areas, drilling activities and working in remote areas. 
The remote aspect means there may be delays in gaining access to effective emergency medical assistance resulting in 
delayed treatment.  Health and safety hazard assessments are carried out regularly and robust policies, procedures and 
controls are in place. Notwithstanding continued efforts to adhere to the Group’s health and safety policy, safety 
incidents may still occur.  Any incident resulting in serious injury or death could result in litigation and/or regulatory 
action (including, but not limited to suspension of development activities and/or fines and penalties), or otherwise 
adversely affect the Group’s reputation and ability to meet its objectives. 
 
Funding Risks 
 
The exploration and development of the Group’s projects will require substantial additional financing above and beyond 
the Group’s current treasury. 
 
Current global financial conditions have been subject to significant volatility, and access to public financing, particularly 
for resource companies, has been negatively impacted in recent years.  These factors may impact the Group’s ability to 
obtain equity or debt financing in the future and additional financing may not be available, or if available, the terms of 
such financing may be unfavourable.  Failure to obtain sufficient financing may result in the delay or indefinite 
postponement of exploration and development on any or all of the Group’s projects. 

  



 

47 | P a g e  
 

 
General Exploration and Extraction Risks 
 
Exploration activities are speculative, time-consuming and can be unproductive. In addition, these activities often require 
substantial expenditure to establish Reserves and Resources through drilling and metallurgical and other testing, 
determine appropriate recovery processes to extract copper and gold from the ore and construct mining and processing 
facilities. Once deposits are discovered it can take several years to determine whether Reserves and Resources exist. 
During this time, the economic viability of production may change. As a result of these uncertainties, the exploration 
programmes in which the Group is engaged in may not result in new Reserves. 
 
Title Risk 
 
SolGold’s tenements and interest in tenements are subject to the various conditions, obligations and regulations which 
apply in the relevant jurisdictions including Ecuador in South America, Queensland, Australia and the Solomon Islands. If 
applications for title or renewal are required, this can be at the discretion of the relevant government minister or officials. 
If approval is refused, SolGold will suffer a loss of the opportunity to undertake further exploration, or development, of 
the tenement. Some of the properties may be subject to prior unregistered agreements or transfers or native or 
indigenous peoples’ land claims and title may be affected by undetected defects or governmental actions. No assurance 
can be given that title defects do not exist. If a title defect does exist, it is possible that SolGold may lose all or a portion 
of the property to which the title defects relates. 
 
Geopolitical, Regulatory and Sovereign Risk 
 
SolGold’s exploration tenements are located in Ecuador, the Solomon Islands and Australia and are subject to the risks 
associated with operating both in domestic and foreign jurisdictions. 
 
Operating in Ecuador and the Solomon Islands involves some risk of political instability, which may include changes in 
government, negative policy shifts and civil unrest. 
 
In addition, there is a risk that due to the deterioration of the macroeconomic situation, governments in Ecuador and the 
Solomon Islands may consider imposing currency controls and limitations on capital flows. 
 
Under Ecuadorean law, citizens have a constitutional right pursuant to a judicial process, to seek to have a referendum 
held on a specific subject matter.  Recently, an application was made by applicants to the Ecuadorean Constitutional 
Court to request to have a referendum held, the effect of which was to seek to stop mining activities at Cascabel. The 
Constitutional Court unanimously rejected the application. However, despite the Constitutional Court ruling, no 
assurance can be given that at some future time a similar application designed to seek to stop mining at Cascabel, will 
not be made.  
 
The Group is required to obtain governmental permits for it to conduct initial exploration and scout drilling on its regional 
Ecuador concessions.  Obtaining the necessary permits can be a complex and time-consuming process, which at times 
may involve several different government agencies that may not have the necessary expertise, resources or political 
disposition needed for efficient and timely processing.  The duration and success of the Group’s efforts to obtain permits 
are contingent upon many variables not within its control, including the interpretation of applicable requirements 
implemented by permitting authorities, the expertise and diligence of civil servants, and the timeframes for agency 
decisions. The Group may not be able to obtain permits that are necessary to its operations. Any unexpected delays or 
costs associated with the permitting process could slow exploration and could adversely impact the Group’s operations. 
 
Security risk is another factor the Group takes into consideration for all its operations and activities. The security risks 
that the Group is exposed to could result in injury or death, theft or damage to property, work stoppages, or blockades 
of its exploration and evaluation activities  There is a risk that the safety of personnel may be harmed if security is 
breached at the Group’s operational sites.  
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Anti-mining activism places risk on the Group’s activities should protests break out at operations areas.  
 
These factors may have a negative impact on the ability of the Group to secure external financing and an adverse effect 
on the Group’s market value. 
 
The availability and rights to explore and mine, as well as industry profitability generally, can be affected by changes in 
government policy that are beyond the control of SolGold. 
 
Land Access, Permitting and Surface Rights Risk 
 
Land access is critical for exploration and evaluation to succeed.  In all cases the acquisition of prospective tenements is 
a competitive business, in which propriety knowledge or information is critical and the ability to negotiate satisfactory 
commercial arrangements with other parties is often essential. 
 
The duration and success of the Group’s efforts to obtain permits are contingent upon many variables not within its 
control, including the interpretation of applicable requirements implemented by permitting authorities, the expertise 
and diligence of civil servants, and the timeframes for agency decisions. There is a risk of permits that are needed for 
ongoing operations being denied in regards to tenure and other development related infrastructure.  
 
Access to land for exploration purposes can be affected by land ownership, including private (freehold) land, pastoral 
lease and native title land or indigenous claims. Immediate access to land in the areas of activities cannot in all cases be 
guaranteed. SolGold may be required to seek consent of land holders or other persons or groups with an interest in real 
property encompassed by, or adjacent to, SolGold’s tenements. Compensation may be required to be paid by SolGold to 
land holders so that SolGold may carry out exploration and/or mining activities. Where applicable, agreements with 
indigenous groups have to be in place before a mineral tenement can be granted.  
 
Environmental Risk 
 
The Group’s Ecuadorean exploration activities are required to adhere to both international best practice and local 
environmental laws and regulations.  Any failure to adhere to globally recognised environmental regulations could 
adversely affect the Group’s ability to explore under its exploration rights in Ecuador. 
 
Significant liability could be imposed on SolGold for damages, clean-up costs, or penalties in the event of certain 
discharges into the environment, environmental damage caused by previous owners of property acquired by SolGold or 
its subsidiaries, or non-compliance with environmental laws or regulations. SolGold proposes to minimise these risks by 
conducting its activities in an environmentally responsible manner, in accordance with applicable laws and regulations, 
and where possible, by carrying appropriate insurance coverage. Nevertheless, there are certain risks inherent in 
SolGold’s activities which could subject it to extensive liability  
 
Pandemic Risk 
 
The Group’s exploration activities are sensitive to novel viruses like the COVID-19 pandemic currently affecting global 
businesses. The Group has adapted its workstreams in response to the mandates of the Governments as well as concerns 
of local communities in the jurisdictions it operates in. Rules in all jurisdictions are changing rapidly and the Group will 
continue to evaluate and adapt to measures as they are announced. Pandemic risk would also effect the health of 
employees, suppliers and contractors if appropriate measures are not followed. Any failure to adhere to government 
protocols during a pandemic crisis could adversely affect the Group’s ability to remobilise teams to continue exploration 
and operational activities.   
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Social License to Operate Risk 
 
Strong community relations are fundamental to creating a safe, sustainable and successful operations and losing the 
support from community members would be a risk for the Group’s general activities.  
 
The Group´s concessions are in close proximity to and, in limited areas, overlap with local communities, and it often 
needs local approvals in order to access and operate in these areas. The Group often enters into agreements with local 
communities, groups or individuals that address surface access, road or trail usage, local employment, social investment 
and other key issues. The ethnic composition, social organisation and landownership structure of the communities may 
differ on a case by case basis, as may the Group´s exploration requirements and impacts. Similarly, local concerns 
regarding environmental and social impacts, both current and historic, including pressures and worries related to the 
activities of illegal miners in the vicinity of the project, as well as expectations related to company employment, social 
investment programs and other benefits tend to vary from place to place.  
 
Every local stakeholder relationship, however, requires ongoing dialogue and relationship management. Events do not 
always unfold as intended or according to plan, however, and the status of relations can deteriorate for any number of 
reasons, including, but not limited to: influences of local or external political or social actors or organisations, shifts in 
the agendas or interests of individuals or the community as a whole, the Group´s inability to deliver on community 
expectations or its commitments, or concerns stemming from communities’ historic or recent experiences with legal 
and/or illegal miners.  
 
However, if under extreme circumstances the Group were to lose its social license with one or more communities and 
be unable to recover it, this could impact the viability of the project. By the same token, if the Group is unable to obtain 
social licenses from some communities, some of its activities could be affected. 
 
Corporate Reputation Risk 
 
The Group may face corporate reputational risk arising from negative publicity, public perception or uncontrollable 
events that have an adverse impact on the Group's reputation.  As a result of increased usage, speed and reach of social 
media, the Group is at much greater risk of losing control over how it is perceived in the marketplace. The Group places 
a great emphasis on protecting its image and reputation but does not ultimately have direct control over how it is 
perceived by others.  Reputation loss may lead to increased challenges in developing and maintaining community 
relations, maintaining a positive relationship with government authorities, decreased investor confidence and ultimately 
progressing the Group's projects. 
 
People Risk 
 
Establishing an effective composition of the Board, succession processes and evaluation methods is critical to the success 
of the Group.  The Group is dependent on recruiting and retaining high performing leaders focussed on managing the 
Group’s interests.  The number of persons skilled in the financing, development, operations and management of mining 
properties is limited and competition for such persons is intense.  The inability of the Group to successfully attract and 
retain highly skilled and experienced executives and personnel could have a material adverse effect on SolGold’s 
business, financial condition and results of operations. 
 
In-country industrial relations risk, and the potential increase in politicisation of the country places a risk on the Company 
and the country’s focus on the development of a mining industry. An increased trade unionism (as per South American 
mining context) and increased militancy in operating areas has the potential to disrupt normal operations and place risk 
on employees, contractors and suppliers.  
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Project Development Risks 
 
If the Group discovers a potentially economic resource or reserve, there is no assurance that the Group will be able to 
develop a mine thereon, or otherwise commercially exploit such resource or reserve. Further, there can be no assurance 
that the Group will be able to manage effectively the expansion of its operations or that the Group’s current personnel, 
systems, procedures and controls will be adequate to support the Group’s operations as operations expand.  Any failure 
of management to manage effectively the Group’s growth and development could have a material adverse effect on the 
Group’s business, financial condition and results of operations.  There is no certainty that all or, indeed, any of the 
elements of the Group’s current strategy will develop as anticipated. 
 
Mineral Reserve and Resource Estimates  
 
Mineral Reserve and Mineral Resource figures are estimates, and there is a risk that any of the Mineral Resources and 
Mineral Reserves identified at Alpala to date will not be realised.  Until a deposit is actually mined and processed, the 
quantity of Mineral Resources and Mineral Reserves and grades must be considered as estimates only.  In addition, the 
quantity of Mineral Resources and Mineral Reserves may vary depending on, among other things, precious metal prices.  
Any material changes in quantity of Mineral Resources, Mineral Reserves or percent extraction of those Mineral Reserves 
recoverable by underground mining techniques may affect the economic viability of any project undertaken by SolGold.  
In addition, there is a risk that metal recoveries during production do not reach anticipated rates.  
 
Mineral Resources that are not Mineral Reserves do not have demonstrated economic viability, and there is a risk that 
they will never be mined or processed profitably.  Further, there is a risk that Inferred Mineral Resources will not be 
upgraded to proven and probable Mineral Reserves as a result of continued exploration.  
 
Fluctuations in gold prices, results of drilling, metallurgical testing and preparation and the evaluation of studies, reports 
and plans subsequent to the date of any estimate may require revision of such estimate.  Any material reductions in 
estimates of Mineral Reserves could have a material adverse effect on SolGold’s results of operations and financial 
condition.  
 
Volatility of Commodity Prices 
 
SolGold’s possible future revenues will probably be derived mainly from Gold and Copper and/or from royalties gained 
from potential joint ventures or from mineral projects sold. Also, during operations by SolGold, the revenues earned will 
be dependent on the terms of any agreement for the activities. Consequently, SolGold’s potential future earnings could 
be closely related to the price of either of these commodities. 
 
Gold and Copper prices fluctuate and are affected by numerous industry factors, many of which are beyond the control 
of SolGold. Such factors include, but are not limited to, demand for CDIs, technological advancements, forward selling by 
producers, production cost levels in major producing regions, macroeconomic factors, inflation, interest rates, currency 
exchange rates and global and regional demand for, and supply of, Gold and Copper.   
 
If the market price of Gold and Copper sold by SolGold were to fall below the costs of production and remain at such a 
level for any sustained period, SolGold would experience losses and could have to curtail or suspend some or all of its 
proposed mining activities.  In such circumstances, SolGold would also have to assess the economic impact of any 
sustained lower commodity prices on recoverability. 
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Currency Fluctuations 
 
The future of the ordinary shares and the Group’s asset and liability values may fluctuate in accordance with movements 
in the foreign currency exchange rates.  For example, it is common practice in the mining industry for mineral production 
revenue to be denominated in USD, although most but not all of the costs of exploration and production will be incurred 
in USD and not all of the ore or metal obtained from the Tenements will be sold in USD denominated transactions. 
Accordingly, foreign currency fluctuations may adversely affect the Group’s financial position and operating results. 
 
The Group is diligent in minimising exposure to business risk, but by the nature of its activities and size, will always have 
some risk. These risks are not always quantifiable due to their uncertain nature. Should one or more of these risks and 
uncertainties materialise, or should underlying assumptions prove incorrect, then actual results may vary materially from 
those described on forward-looking statements. 
 

MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS 

 
The Board of Directors carries out its responsibility for the consolidated financial statements primarily through the audit 
and risk committee which is comprised of independent, non-executive directors who meet periodically with management 
and auditors to review financial reporting and internal control matters. 
 
Disclosure Controls and Procedures & Internal Controls over Financial Reporting 

Disclosure controls and procedures have been designed to ensure that information required to be disclosed by the Group 
is accumulated and communicated to management of the Group as appropriate to allow timely decisions regarding 
required disclosure. 
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The Chief Executive Officer and Chief Financial Officer of the Group are responsible for establishing and maintaining 
disclosure controls and procedures ("DC&P") and internal control over financial reporting ("ICFR"), as those terms are 
defined in National Instrument 52-109 — Certification of Disclosure in Issuers' Annual and Interim Filings ("NI 52-109"). 
 
The Chief Executive Officer and Chief Financial Officer of the Group have concluded that, as at June 30, 2020, the Group's 
DC&P have been designed and operate effectively to provide reasonable assurance that: (i) material information relating 
to the Group is made known to them by others, particularly during the period in which the annual filings are being 
prepared; and (ii) information required to be disclosed by the Group in its annual filings, interim filings or other reports 
filed or submitted by the Group under securities legislation is recorded, processed, summarized and reported within the 
time periods specified in securities legislation. They have also concluded that the Group's ICFR have been designed 
effectively to provide reasonable assurance regarding the reliability of the preparation and presentation of the financial 
statements for external purposes in accordance with IFRS, and were effective as at June 30, 2020. 
 
It should be noted that, while the Chief Executive Officer and Chief Financial Officer of the Group believe that the Group's 
DC&P provide a reasonable level of assurance that they are effective, they do not expect that the disclosure controls will 
prevent all errors and fraud. A control system, no matter how well conceived or operated, can only provide reasonable, 
not absolute, assurance that the objectives of the control system are met. 
 
ICFR are designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
the financial statements for external reporting purposes in line with IFRS. Management is responsible for establishing 
and maintaining appropriate ICFR in relation to the nature and size of the Group. However, any system of ICFR has 
inherent limitations and can only provide reasonable assurance with respect to financial statement preparation and 
presentation. 
 
The Group's ICFR has been designed based on the control framework established in Internal Control - Integrated 
Framework published in 2013 by The Committee of Sponsoring Organizations of the Treadway Commission. There were 
no changes to the Group's ICFR that occurred during the period ended 30 June 2020 that materially affected, or are 
reasonably likely to affect, the Group's ICFR. 
 
No changes occurred during the year ended 30 June 2020 to the Company’s internal controls over financial reporting 
(“ICFR”) that have materially affected or are reasonably likely to materially affect the Company’s ICFR. 
 
ADDITIONAL INFORMATION 
 
Additional information relating to the Company is available on the SEDAR under the Company's issuer profile at 
www.sedar.com and can be found on the Company’s website at www.solgold.com.au. 

http://www.sedar.com/
http://www.solgold.com.au/
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FORWARD-LOOKING STATEMENTS 

 
Certain statements contained in this MD&A may be deemed "forward-looking statements" within the meaning of 
applicable Canadian and U.S. securities laws. All statements in this MD&A, other than statements of historical fact, that 
address future events, developments or performance that SolGold expects to occur including management’s 
expectations regarding SolGold’ s growth, results of operations, estimated future revenues, requirements for additional 
capital, mineral reserve and mineral resource estimates, production estimates, production costs and revenue estimates, 
future demand for and prices of commodities, business prospects and opportunities and outlook on gold and currency 
markets are forward-looking statements. In addition, statements (including data in tables) relating to reserves and 
resources and gold equivalent ounces are forward-looking statements, as they involve implied assessment, based on 
certain estimates and assumptions, and no assurance can be given that the estimates will be realized. Forward-looking 
statements are statements that are not historical facts and are generally, but not always, identified by the words 
"expects", "plans", "anticipates", "believes", "intends", "estimates", "projects", "potential", "scheduled" and similar 
expressions or variations (including negative variations), or that events or conditions "will", "would", "may", "could" or 
"should" occur including, without limitation, the performance of the assets of SolGold, the realization of the anticipated 
benefits deriving from SolGold’ s investments and transactions and the estimate of gold equivalent ounces to be received 
in 2017. Although SolGold believes the expectations expressed in such forward-looking statements are based on 
reasonable assumptions, such statements involve known and unknown risks, uncertainties and other factors, most of 
which are beyond the control of SolGold, and are not guarantees of future performance and actual results may 
accordingly differ materially from those in forward-looking statements. Factors that could cause the actual results to 
differ materially from those in forward-looking statements include, without limitation: fluctuations in the prices of the 
commodities; fluctuations in the value of currency of Canada, Australia and the United Kingdom; regulatory changes by 
national and local governments, including permitting and licensing regimes and taxation policies; regulations and political 
or economic developments in any of the countries where properties in which SolGold holds interest are located; risks 
related to the operators of the properties in which SolGold holds interests; business opportunities that become available 
to, or are pursued by SolGold; continued availability of capital and financing and general economic, market or business 
conditions; litigation; title, permit or license disputes related to interests on any of the properties in which SolGold holds 
interest; development, permitting, infrastructure, operating or technical difficulties on any of the properties in which 
SolGold holds interest; risks and hazards associated with the business of exploring, development and mining on any of 
the properties in which SolGold holds interest, including, but not limited to unusual or unexpected geological and 
metallurgical conditions, slope failures or cave-ins, flooding and other natural disasters or civil unrest or other uninsured 
risks. The forward-looking statements contained in this MD&A are based upon assumptions management believes to be 
reasonable, including, without limitation: the ongoing operation of the properties in which SolGold holds interest by the 
owners or operators of such properties in a manner consistent with past practice; no material adverse change in the 
market price of the commodities that underlie the asset portfolio; no adverse development in respect of any significant 
property in which SolGold holds interest; the accuracy of publicly disclosed expectations for the development of 
underlying properties that are not yet in production; and the absence of any other factors that could cause actions, 
events or results to differ from those anticipated, estimated or intended. For additional information on risks, 
uncertainties and assumptions, please refer to the AIF of SolGold filed on SEDAR at www.sedar.com which also provides 
additional general assumptions in connection with these statements. SolGold cautions that the foregoing list of risk and 
uncertainties is not exhaustive. Investors and others should carefully consider the above factors as well as the 
uncertainties they represent and the risk they entail. SolGold believes that the assumptions reflected in those forward- 
looking statements are reasonable, but no assurance can be given that these expectations will prove to be correct and 
such forward-looking statements included in this MD&A should not be unduly relied upon. These statements speak only 
as of the date of this MD&A. SolGold undertakes no obligation to publicly update or revise any forward-looking 
statements, whether as a result of new information, future events or otherwise, other than as required by applicable 
law. 
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