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Management's responsibility for financial reporting

Management is responsible for the preparation arbemtation of the accompanying financial statement
including responsibility for significant accountifgdgments and estimates in accordance with Intiemmel
Financial Reporting Standards and ensuring thatirddirmation in the annual report is consistenthwihe
statements. This responsibility includes selectapgpropriate accounting principles and methods, rmadting
decisions affecting the measurement of transactiondich objective judgment is required.

In discharging its responsibilities for the intégrnd fairness of the financial statements, mamagé designs and
maintains the necessary accounting systems antkdelaternal controls to provide reasonable asserahat
transactions are authorized, assets are safeguandefthancial records are properly maintainedrtvige reliable
information for the preparation of financial staents.

The Board of Directors and Audit Committee are cosgal primarily of Directors who are neither managetmor
employees of the Company. The Board is respongirieoverseeing management in the performance of its
financial reporting responsibilities, and for apgry the financial information included in the amhweport. The
Board fulfils these responsibilities by reviewirgetfinancial information prepared by managementdisdussing
relevant matters with management and external @agdithe Audit Committee has the responsibility of megti
with management and external auditors to discusitiernal controls over the financial reportinggess, auditing
matters and financial reporting issues. The BoafdDwectors is also responsible for recommending th
appointment of the Company's external auditors.

MNP LLP is appointed by the shareholders to adwtfinancial statements and report directly to thiwir report
follows. The external auditors have full and freess to, and meet periodically and separately, Witth the
Audit Committee and management to discuss theiit findings.

April 18, 2017
(signed) (signed)
“Hilda Sung” “Alex Ku”

Director Director



MNP,

INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Kaiyue International Inc.:

We have audited the financial statements of Kailernational Inc. (the “Company”), which compritiee
statements of financial position as at December Z211,6 and 2015, and the statements of operatiods an
comprehensive loss, changes in equity, and casls flor the years then ended, and notes comprisswgranary

of significant accounting policies and other explamy information.

Management's Responsibility for the Financial Stagats

Management is responsible for the preparation airdpfesentation of these financial statementsctoalance
with International Financial Reporting Standard$FRS”), and for such internal control as management
determines is necessary to enable the preparatifimaocial statements that are free from matariastatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on ¢hisancial statements based on our audits. Wewiad our
audits in accordance with Canadian generally aecepuditing standards. Those standards requiteviba
comply with ethical requirements and plan and perfthe audit to obtain reasonable assurance aboether the
financial statements are free from material missheint.

An audit involves performing procedures to obtairdia evidence about the amounts and disclosurethdan
financial statements. The procedures selectedndepe the auditors’ judgment, including the assesdrof the
risks of material misstatement of the financiakestzents, whether due to fraud or error. In makhngse risk
assessments, the auditor considers internal caielant to the Company’s preparation and fais@néation of
the financial statements in order to design audit@dures that are appropriate in the circumstarmesnot for
the purpose of expressing an opinion on the effectiss of the Company’s internal control. An awdsp
includes evaluating the appropriateness of accogngolicies used and the reasonableness of acogunti
estimates made by management, as well as evaluhgrayerall presentation of the financial statetsien

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisdur audit
opinion.
Opinion
In our opinion, the financial statements preselilyfain all material respects, the financial pasit of the

Company as at December 31, 2016 and 2015, anedhég of its operations and its cash flows foryiears then
ended in accordance with IFRS.

Emphasis of Matter

Without qualifying our opinion, we draw attentiom Wote 1 in the financial statements which discos®tters
and conditions that indicate the existence of aen@ltuncertainty that may cast significant doubowt Kaiyue
International Inc.’s ability to continue as a gocwncern.

7=
Vancouver, British Columbia MA/!’, LLP

April 18, 2017 Chartered Professional Accountants
Praxity: o ACCOUNTING > CONSULTING > TAX
raxity : ocorempLOvER SUITE 2200, MNP TOWER, 1021 WEST HASTINGS STREET, VANCOUVER B.C., V6E 0C3

INOEFENDENT FIRMS PLATINOM | CAAGA 1.877.688.8408 T:604.685.8408 F:604.685.8594 MNP.ca



Kaiyue International Inc.

Statements of Financial Position
(Expressed in Canadian dollars)

Notes December 31, December 31,
2016 2015
$ $
Assets
Current Assets
Cash 87,660 316,093
GST receivables 1,277 6,805
Prepaid expenses 4,288 4,083
Total Assets 93,225 326,981
Liabilities and Equity
Current Liabilities
Trade payables and accrued liabilities 1,382 10,330
Due to related parties 7 19,950 15,164
21,332 25,494
Equity
Share capital 11 1,881,741 1,881,741
Contributed surplus 25,952 23,806
Deficit (1,835,800) (1,604,060)
71,893 301,487
Total Liabilities and Equity 93,225 326,981

Approved on behalf of the Board of Directors:

“Hilda Sung” , Director

“Alex Ku”

, Director

The accompanying notes form an integral part adetfanancial statements
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Kaiyue International Inc.

Statements of Operations and Comprehensive Loss

(Expressed in Canadian dollars)

For the years ended
December 31,

Notes 2016 2015
$ $
Expenses
Consulting fees 7 90,000 90,000
Director fees 7 8,800 9,338
Filing fees 6,879 5,200
Insurance 7,146 6,778
Office expenses 17,645 23,758
Professional fees 13,744 27,237
Rent 66,000 66,000
Salaries and wages 5,256 14,231
Share-based payment 2,146 4,383
Travel expense 14,125 22,834
231,741 269,759
Other income
Impairment of exploration and evaluation assets 6 - 251,000
Interest income Q) 3)
Net loss and comprehensive loss for the year 231,740 520,756
(Loss) per ordinary share:
Basic and Diluted $(0.02) $ (0.03)
Weighted average number of ordinary shares outstgnd
Basic and diluted 12 15,274,230 15,209,572

The accompanying notes form an integral part adeétfanancial statements
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Kaiyue International Inc.
Statements of Changes in Equity
(Expressed in Canadian dollars)

Share Contributed
Shares capital Surplus Deficit Total
$ $ $ $

Balance at December 31, 2014 15,174,230 1,880,741 9,422 (1,083,304) 816,860
Share issued for mining option 100,000 1,000 - - 1,000
Share-based payment - - 4,383 - 4,383
Net loss for the year - - - (520,756) (520,756)
Balance at December 31, 2015 15,274,230 1,881,741 3,808 (1,604,060) 301,487
Share-based payment - - 2,146 - 2,146
Net loss for the year - - - (231,740) (231,740)
Balance at December 31, 2016 15,274,230 1,881,741 5,952 (1,835,800) 71,893

The accompanying notes form an integral part ade¢Hfanancial statements
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Kaiyue International Inc.
Statements of Cash Flows
(Expressed in Canadian dollars)

For the years ended December 31,

Notes 2016 2015
$ $
Operating activities
Net loss for the year (231,740) (520,756)
Item not involving cash
Impairment of exploration and evaluation assets - 251,000
Share-based payment 2,146 4,383
Changes in non-cash working capital balances:
GST receivables 5,528 (3,262)
Prepaid expenses (205) (964)
Trade payables and accrued liabilities (8,948) ,235
Net cash used in operating activities (233,219) 62,364)
Financing activity
Due to related parties 7 4,786 (4,291)
Net cash from (used in) financing activity 4,786 4,291)
Net decrease in cash and cash equivalents duringetlyear (228,433) (267,655)
Cash and cash equivalents at beginning of year 316,093 583,748
87,660 316,093

Cash and cash equivalents at end of year

The accompanying notes form an integral part adeétfanancial statements
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Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

1. NATURE OF OPERATIONS AND GOING CONCERN

Kaiyue International Inc. ("Kaiyue" or the "Compd&hywas incorporated under the Business Corporaticnof Alberta
on November 23, 2009. The Company trades undesyh@ol KYU.V on the TSX Venture (the "Exchange™her

principal address and registered and records affitee Company is located at 3500, 855 — 2 S8¥¢f Calgary, Alberta,
Canada.

The Company is an exploration stage public compatpse principal business activities are the actoisiand
exploration of mineral properties. Its shares &ted on the TSX Venture Exchange under the syridiyal.

These financial statements have been prepared Lggmgational Financial Reporting Standards (“IFR&oplicable to a
“going concern”, which assumes that the Companyamihtinue in operation for the foreseeable futamed will be able to
realize its assets and discharge its liabilitieshie normal course of operations. Management ih®fopinion that the
funds available at the end of the year will alldhwe Company to meet its current ongoing obligateimd future contractual
commitments for at least the next twelve monthsatABecember 31, 2016, the Company had workingalapi $71,893
(December 31, 2015 - $301,487). The Company didgeoerate revenue nor cash flows from its operatiordate and
has a cumulated deficit of $1,835,800 (December2815 - $1,604,060). Beyond the twelve month peribd Company
will require additional financing or other sources funding, which if not raised, would result inetlcurtailment of
activities. As a result, there is a material uraety that may cast significant doubt about the @any's ability to

continue as a going concern and accordingly useusting principles applicable to a going concern.

To date, the Company has raised funds principhigugh the issuance of shares. In the foreseeahleef the Company
will likely remain dependent on the issuance ofrshaobtaining additional financing from sharehoddereceiving
continued financial support from related partied areditors, or generating profitable operatiorise Tompany continues
to minimize uncommitted capital expenditures anpl@ation expenditures in order to preserve the gamy’s financial
resources.

2. BASIS OF PREPARATION

The financial statements of Kaiyue for the yeardimg December 31, 2016 and 2015 are prepared iordaace with
International Financial Reporting Standards (“IFR@% issued by the International Accounting StatslaBoard and
interpretations of the IFRS Interpretations ComeeittThese financial statements were approved ahdraed for issue
by the Board of Directors on April 18, 2017.

The financial statements have been prepared orstarical cost basis, except for financial instrutsedlassified as
financial instruments at fair value through prddit loss and available for sale, which are statethait fair value. In

addition, these financial statements have beenapeepusing the accrual basis of accounting exceptcésh flow
information.

The financial statements are presented in Canattilars, which is the Company’s functional currenEgreign currency
transactions are translated into the functionatenay using exchange rates prevailing at the datheotransactions. At
year end, foreign currency denominated monetargtaignd liabilities are translated to the functianarency using the
prevailing rate of exchange at the statement afnfiial position date. Foreign exchange gains asekelresulting from the
settlement of such transactions and from the resoreanent of monetary items at year end exchangs eaie recognized
in profit and loss.
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Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(@) Cash

The Company considers all highly liquid investmentth an original maturity of three months or legshe time of
issuance to be cash equivalents. As of Decemb&@B and 2015, the Company did not have any ogsivadents.

(b) Exploration and evaluation assets and expenditures

The Company’s exploration and evaluation assetsirgengible assets relating to mineral rights aespliiand
exploration and valuation expenditure capitalizedaspect of projects that are at the exploratieadevelopment
stage.

Exploration and evaluation expenditure relatedrt@eea of interest where the Company has tenureagitalized on
initial recognition at cost. Exploration and evdloa assets are subsequently stated at cost lgssa@umulated
impairment losses and are not amortized.

These assets are transferred to mine developmsetisas property, plant and equipment upon the cenuement of
mine development.

Exploration and evaluation expenditure in the ratévarea of interest comprises costs which arettjrattributable
to:

e Acquisition:

e Surveying, geological, geochemical and geophysical;
« Exploratory drilling;

e Land maintenance;

e Sampling; and

« Assessing technical feasibility and commercial Vigh

Exploration and evaluation expenditure also inctudke costs incurred in acquiring mineral rightse tentry
premiums paid to gain access to areas of interebamounts payable to third parties to acquireréstis in existing
projects. Capitalized costs, including general adohinistrative costs, are only allocated to theeixthat those costs
can be related directly to operation activitiestlie relevant area of interest. Proceeds receivath fjovernment
assistances in a property will be credited agdinstcarrying value of the property, with any excesduded in
operations for the period.

The carrying amount of the exploration and evaturatassets is reviewed whenever events or changes in
circumstances indicate the recoverable value mdgdsethan the carrying amount. Recoverable vadterdhinations

are based on management’s estimates of discountaeck fnet cash flows expected to be recovered fpetific
assets or groups of assets through use or futsmosition. An impairment loss is recognized infipror loss
whenever the carrying amount of an asset excegdsdbverable amount.

(c) Income taxes

Income tax expense comprises current and defearedCurrent tax and deferred tax are recognizaarafit or loss
except to the extent that it relates to a busir@sabination, or items recognized directly in equitly in other
comprehensive income.

Current tax is the expected tax payable or recésvai the taxable income or loss for the year,qitiix rates enacted
or substantively enacted at the reporting date aaydadjustment to tax payable in respect of previgears.
Page 10 of 20



Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

(d)

(e)

(®)

Deferred tax is recognized in respect of tempodifferences between the carrying amounts of asseddliabilities
for financial reporting purposes and the amountedusr taxation purposes. Deferred tax is not ratzagl for the
following temporary differences: the initial recation of assets or liabilities in a transactionttignot a business
combination and that affects neither accountingtagable profit or loss, and differences relatingrtivestments in
subsidiaries and jointly controlled entities to thdent that it is probable that they will not resein the foreseeable
future. In addition, deferred tax is not recognifedtaxable temporary differences arising on thigidl recognition of
goodwill. Deferred tax is measured at the tax rétas are expected to be applied to temporary réiffees when they
reverse, based on the laws that have been enacsatbstantively enacted by the reporting date.

Share-based payments

Equity-settled share-based payments for employesading directors and officers are measured atvaiue at the
date of grant and recorded over the vesting pea®dhare-based compensation expense in the fihataieaments.
The fair value determined by using the Black-Schaetion pricing model at the grant date of theitgegettled

share-based payments is expensed based on grestand) Vactoring in any forfeitures. The amountagweized as an
expense is adjusted to reflect the number of awimdsvhich the related service and non-market wgstonditions
are expected to be met, such that the amount tétlyneecognized as an expense is based on the muwhlbevards

that do meet the related service and non-markébqpeance conditions at the vesting date. Any aarsition paid by
directors, officers, employees and consultants)@raise of equity-settled share-based paymenteeidited to share
capital.

Compensation expense on stock options granted meemployees is measured at the fair value of thedgaor
services received, unless that fair value cannastbienated reliably. If the fair value of the goaisservices received
cannot be measured reliably, the value is meadwedference to the fair value of the equity instemts granted by
use of a Black-Scholes option pricing model.

In order to determine the fair value using the Bi&choles option pricing model, the expected Idediin the model
is adjusted, based on management's best estinoatéhe effects of non-transferability, exercisetniegons, and
behavioral considerations.

Related party transactions

Parties are considered to be related if one paatythe ability, directly or indirectly, to contrtie other party or
exercise significant influence over the other pdrtymaking financial and operating decisions. Rartare also
considered to be related if they are subject tomomcontrol. Related parties may be individualsaporate entities.
A transaction is considered to be a related pagygsaction when there is a transfer of resourcesbtigations
between related parties.

Loss per share

Loss per share is based on the loss attributableqtity holders of the Company for the period didd by the

weighted average number of common shares outstguddiring the year. The diluted net loss per statmsed on the
weighted average number of common shares outsigualdiring the year plus the effects of dilutive ghaquivalents.

Diluted loss per share is equal to the basic l@ssspare as there were no dilutive securities &eaémber 31, 2016
and 2015.
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Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —CONTINUED

(g) Financial instruments
Financial assets

The Company classifies its financial assets inftilewing categories: fair value through profit toss (FVTPL),
loans and receivables, and available-for-sale (AF3)e classification depends on the purpose fachvthe financial
assets were acquired. Management determinesassifdation of assets at recognition.

Financial assets at FVTPL are initially recognizgdair value with changes in fair value recordebtigh income.
Cash are classified as FVTPL.

Loans and receivables are non-derivative finarecsakets with fixed or determinable payments thanateguoted in
an active market. They are included in currenttassg non-current assets based on their matusaitg.dLoans and
receivables are carried at amortized cost, lessrapgirment.

AFS financial assets are non-derivatives that @heredesignated as available-for-sale or not diasgsin any of the
other financial asset categories. Changes in tie Value of AFS financial assets are recognizedoter

comprehensive loss and classified as a componeatjuity. There was no available-for-sale financiatet as of
December 31, 2016 and 2015.

Financial liabilities
The Company classifies its financial liabilitiestive following categories: FVTPL and other finaaldiabilities.

Financial liabilities at FVTPL comprise derivatiee liabilities acquired or incurred principally fahe purpose of
selling or repurchasing it in the near term. They@arried at fair value with changes in fair valaeognized in profit
or loss.

Borrowings and other financial liabilities are ddiged as current or non-current based on theiruntgtdate. There
was no financial liability at FVTPL as of Decemt®r, 2016 and 2015.

Other financial liabilities are financial liabilits not designated as FVTPL and recognized at amadrtiost. Trades
payable and accrued liabilities and due to relptaties are classified as other financial lialati

Offsetting of financial instruments

Financial assets and financial liabilities are efffand the net amount is reported in the statenudritsancial position
if, and only if, there is a currently enforcealdgal right to offset the recognized amounts andetiean intention to
settle on a net basis, or to realize the assetseitld the liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that ardivaty traded in organized financial markets isedetined by
reference to quoted market bid prices at the clufsbusiness at the end of each reporting period. firancial
instruments where there is no active market, falue is determined using valuation techniques. $echniques may
include using recent arm’s length market transastioeference to the current fair value of anothstrument that is
substantially the same; discounted cash flow amsafrsother valuation models.
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Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

(h) Change in accounting policies
The Company adopted the following accounting pefi@ffective January 1, 2016:

Amendments to IAS 1, Presentation of Financiale®tents (“IAS 17)

On December 18, 2014, the IASB issued amendment&30l1 to address perceived impediments to preparer
exercising their judgment in presenting their ficiah reports. The changes clarify that materiatinsiderations
apply to all parts of the financial statements #rmelaggregation and disaggregation of line itenthiwithe financial
statements. The amendments are effective for arperéods beginning on or after January 1, 2016 vetrly
adoption permitted. The adoption of this IFRS did impact the Company'’s financial statements.

4. ACCOUNTING STANDARDS | SSUEDBUT NOT YET EFFECTIVE

Standards issued but not yet effective up to the dhissuance of the Company’s financial statesiang listed below.
This listing is of standards and interpretatiorsiésd, which the Company reasonably expects to picabple at a future
date. The Company intends to adopt those standends they become effective. The Company does npéaxthe
impact of such changes on the financial statentertte material.

* |FRS 9 Financial Instruments

In July 2014, the IASB issued IFRS 9, Financiatimsents, will replace IAS 39, Financial InstrurgeriRecognition
and Measurement, and some of the requirementsR8 [F, Financial Instruments: Disclosures. The dhje®f IFRS
9 is to establish principles for the financial repa of financial assets and financial liabilitiisat will present
relevant and useful information to users of finah@tatements for their assessment of the amotinis)g and
uncertainty of an entity’s future cash flows. TBSB has determined the revised effective dateF&®S 9 will be for
annual periods beginning on or after January 18201

e |FRS 16 Leases

On January 13, 2016, the International Accountitgn&ards Board published a new standard, IFRS &6ésés,
eliminating the current dual accounting model fadees, which distinguishes between on balance fateece leases
and off-balance sheet operating leases. Under d¢ke standard, a lease becomes an on-balance shieiitylithat

attracts interest, together with a new right-of-asset. In addition, lessees will recognize a ftoatled pattern of
expense for most leases, even when cash rentat®astant. IFRS 16 is effective for annual peribdginning on or
after January 1, 2019, with earlier adoption peasdit The Company intends to adopt IFRS 16 in isrfcial

statements for the annual period beginning Janiia®P19. The extent of the impact of adoption ®R#16 has not
yet been determined.

5. CRITICAL ACCOUNTING JUDGMENTS , ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements in gonfty with IFRS, requires management to make jueligis, estimates
and assumptions that affect the application of anting policies and the reported amounts of asé$atslities, income

and expenses. Actual results may differ from thestenates. Estimates and underlying assumptionseaiewed on an
ongoing basis. Revisions to accounting estimatesesrognized in the period in which the estimatesavised and in any
future periods affected.
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Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

5. CRITICAL ACCOUNTING JUDGMENTS , ESTIMATES AND ASSUMPTIONS - CONTINUED

Critical accounting estimates and assumptions
The Company makes estimates and assumptions camgeire future. The resulting accounting estimatgl$, by

definition, seldom equal the related actual resditse estimates and assumptions that have a signifrisk of causing a
material adjustment to the carrying amounts oftassed liabilities within the next financial yeaealiscussed below:

Deferred taxes

The Company recognizes the deferred tax benefittadl to deferred tax assets to the extent recoigerobable.
Assessing the recoverability of deferred tax assgsires management to make significant estimaftdature taxable
profit. In addition, future changes in tax lawsutwblimit the ability of the Company to obtain taeductions in future
periods from deferred tax assets.

Share-based payment transactions

The Company measures the cost of equity-settleddions by reference to the fair value of thatgduastruments at the
date at which they are granted. Estimating faiuedbr share-based payment transactions requitesngiaing the most
appropriate valuation model, which is dependenthenterms and conditions of the grants. This estnadso requires
determining the most appropriate inputs to the atidtn model including the expected life of the ghaptions, volatility
and dividend yield and making assumptions abounhthe

Critical judgments in applying the Company’s accouting policies

Critical judgements that management has made iprieess of applying the Company'’s accounting pediand that have
the most significant effect on the amounts recagphiin the financial statements are limited to managnt’'s assessment
of the Company’s ability to continue as a goingaamn (Note 1).

6. EXPLORATION AND EVALUATION ASSETS

Toe Property — Yukon Territory

On July 25, 2012, the Company entered into a letieeement (the “Letter Agreement”) with BCGold gof'‘BCGold”)
pursuant to which BCGold has agreed to grant thegamy an option to acquire up to 70% of its 100%r&st in and to
76 mineral claims known as the Toe Property (“Togperty”) located in Yukon (the “Transaction”).

In order to acquire a 60% interest of the 70% @geiin the Toe Property, the Company will be resfliito make the
following payments, incur the following exploratiexpenditure and share issuance to BCGold:

Exploration
Cash Expenditure Shares

upon signing of the Letter Agreement (paid) $ 25000 $ -
upon receipt of the Final Approval (issued) - 100,000
on or before from November 12, 2013 (unpaid) 25,000 - -
on or before from November 12, 2013 ($100,000 irexir - 200,000 -
on or before from November 12, 2013 (issued) - - 100,000
on or before from November 12, 2014 (unpaid, unsired and unissued) 55,000 400,000 200,000
on or before from November 12, 2015 (unpaid, unsired) 50,000 650,000 -
on or before from November 12, 2016 100,000 650,000

$ 255,000 $ 1,900,000 400,000
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Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

6. EXPLORATION AND EVALUATION ASSETS- CONTINUED

On November 8, 2012, the Company also enteredlieté-inder's Fee Agreement (the “Agreement”) wiin@ccord
Genuity Corp. (“Canaccord Genuity”). As compengatfior its role in assisting the Company to purcheeain minerals
claims from BCGold, the Agreement required the Canypto make the following payment and shares igsian

Cash Shares
upon signing of the Agreement (paid) $ 25,000 -
upon closing of the Transactions (issued on NoverhBe2012) - 25,000
on or before from November 12, 2013 (unissued) - 25,000
on or before from November 12, 2014 (unissued) - 25,000
on or before from November 12, 2015 (unissued) - 25,000

$ 25,000 100,000

The Company has not completed all of its obligatiander the original Letter Agreement, resulting @ompany being in
default of the option agreement. Accordingly, ther@any has recognized an impairment in the amo$1.80,000 in
2015 on Toe Property to reduce the carrying amoftimterest in Toe Property to $Nil. If there is endication in the
future that the impairment loss recognized no loregésts or has decreased, the recoverable amdlittenestimated and
the carrying value of the property will be increds$e its recoverable amount.

Shizipo project and Jianlingcun Project

On March 10, 2014, the Company entered into aroopigreement (the “Option Agreement”) with Rich ksrParties,
defined as Rich Links Venture Limited (“Rich LinBs"XingYuan Investment Mining Limited (“XingYuan”a Hong

Kong Corporation wholly owned by Rich Links, and .Mrui Kei Kwok, a person who owns 100% of the issaed

outstanding share capital of Rich Links. Pursuarthe Option Agreement, the Company received aiopb acquire up
to 51% interest in and to the Shizipo project inr@zhong county and Jianlingcun project in DinGunty, both located
in the Hainan province in People’s Republic of Ghin

In order to acquire up to 51% interest in the Blaizroject and Jianlingcun Project, the Company v required to pay
Mr. Pui Kei Kwok (the ¥endor”) the following payments, incur the following expation expenditure and shares
issuance from March 10, 2014 (tHeffective Dat€'):

Exploration
Cash Expenditure Shares

To acquire an initial 6% interest in the Projects

upon signing of the Option Agreement (paid) $ 10,000 $

on or before March 10, 2015 (paid) 10,000 -

on or before March 10, 2015 (issued on AugusR45) - - 100,000

on or before March 10, 2015 (incurred) - 50,000
To acquire an additional 5% interest in the Projecs

on or before March 10, 2016 (unpaid, un-incuaed unissued) 10,000 50,000 100,000
To acquire an additional 10% interest in the Projets

on or before March 10, 2017 (unpaid, un-incuaed unissued) 20,000 0,260 100,000
To acquire an additional 10% interest in the Projets

on or before March 10, 2018 20,000 250,000 0,000
To acquire an additional 20% interest in the Projets

on or before March 10, 2019 50,000 150,000 100,000

$ 120,000 $ 750,000 500,000

Page 15 of 20



Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

6. EXPLORATION AND EVALUATION ASSETS- CONTINUED

Due to the current market situations, managemeniddé not to incur $50,000 exploration expendituneske the
$10,000 cash payment and issue 100,000 sharesndMaeh 10, 2016, resulting the Company being ifadle of the
option agreement. The Company has recognized paiiment in the amount of $71,000 in 2015 on Skippoject and
Jianlingcun Project to reduce the carrying amodnnterest to $Nil. Due to uncertainty of manageti®imtention to
continue exploration activities on Shizipo and ligtun projects, there is no recovery of the vabfiehe property in
current year.

Expenditure related to the property can be summaried as follows:

Toe Shizipo
Property project Total
Beginning balance - January 1, 2015 $ 180,000 $ 00m0, $ 250,000
Issuance of shares - 1,000 1,000
Write-down of property in 2015 (180,000) (000) (251,000)
Ending balance - December 31, 2016 and 2015 $ $- - 3 -
7. RELATED PARTIES TRANSACTION
Amounts due from (to) related parties
December 31, 2016 December 31, 2015
$ $
Amounts owing to CFO of the Company (a) 2,625 2,625
Amounts owing to a director of the Company (b) 825 6,214
Zhongyi Financial Investment Consultants (Shenzlhgah) (c) 16,500 5,500
19,950 14,339

(a) Balance is related to payable to current CFO ofthasulting service.

(b) Balance is related to payable to current Direatothis directorship service.

(c) Balance consists of rental fees due to ZhoRgyancial Investment Consultants (Shenzhen) Lihdngyi”) which
the CEO of the Company is also part of the semi@nagement team of. In September 2014, the Congrateyed into
an office rental agreement with Zhongyi for $5,588 month. For the year ended December 31, 20®8e tivas
$66,000 rental expense under the agreement (Dec&hp2015 — $66,000).

The amount owing to CFO, Director and Zhongyi isesured, non-interest bearing and without fixeéyement terms.

Related party transactions
Compensation of key management personnel

The Company has identified its directors and keficefs, including the Chief Executive Officer andhi€f Financial
Officer, as its key management personnel. No pogtloyment benefits, other long-term benefits anchination benefits
were made during the years ended December 31,&t18015.
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Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

7. RELATED PARTIES TRANSACTION - CONTINUED

The remuneration of directors and officers compgskey management personnel during the years ebdedmber 31,
2016 and 2015 was as follows:

December 31, 206 December 31, 2015

$ $
Consulting fees incurred to officers 90,00( 90,000
Director fees 8,80( 9,338
Share-based payments 2,14¢ 4,383

The above transactions were entered into in thimaryl course of business and recorded at theirangd amounts being
the amounts agreed upon by the related parties.

8. CAPITAL M ANAGEMENT

The primary objective of managing the Company'stabjs to ensure there is sufficient availableit@po support the
Company's ongoing operation and ensure the Comgangins in a sound financial position. As of Decembl, 2016,
the Company’s capital structure consists of shapstal of $1,881,741 (December 31, 2015 - $1,88M),7Bor the year
ending December 31, 2016, the Company had a defi§it,835,800 (December 31, 2015 - $1,604,060).

The directors of the Company review the capitalicttre from time to time. As part of this reviethe directors
considered the cost of capital and the risks aat®awvith the capital structure. The Company is suitject to any
externally imposed capital requirements.

9. FINANCIAL INSTRUMENTS
Fair value

The fair value of a financial instrument is the ambof consideration that would be agreed uponnraan’s length
transaction between willing parties.

The fair values of cash, trade payables and acdiaigitities, and due to related parties approxisateir carrying value
due to their short term maturities.

Financial instruments measured at fair value aassified into one of three levels in the fair vahierarchy according to
the relative reliability of the inputs used to esdte the fair values. The three levels of thevalue hierarchy are:

Level 1 - unadjusted quoted prices in active markets fontidel assets or liabilities

Level 2 - inputs other than quoted prices that are obsegvablthe asset or liability either
directly or indirectly; and

Level 3 - inputs that are not based on observable markat dat

The fair value of cash is based on level 1 inpfithe fair value hierarchy.
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Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

9. FINANCIAL INSTRUMENTS - CONTINUED
Financial risk factors
The Company's risk exposures and the impact o€ timpany's financial instruments are summarizedviaelo
(@) Credit Risk

Financial instruments that potentially subject @@mpany to credit risk consist primarily of cashdheith banks.
The maximum exposure to credit risk is equal todheying value of the financial assets. The drask on cash is
limited because the Company banks with a largenatenal bank with solid credit ratings.

(b) Liquidity Risk

Liquidity risk is the risk that the Company wilbhbe able to meet its financial obligations agthecome due. The
Company manages all liquidity risk through mainitagn sufficient working capital through daily monitog of
controls, cash and cash equivalents balance andhtoge results. The financial liabilities consiggi of trades
payables and accrued liabilities are expected t®ekited within three months.

10.INCOME TAXES

The following table reconciles the expected incde@s expense (recovery) at the Canadian statirtooyne tax rates to
the amounts recognized in the statements of opeasafor the years ended December 31, 2016 and 2015:

Years ended December 31,

2016 2015

$ $

Income (loss) before income taxes (231,740) (520,756)
Statutory tax rate 27.00% 27.00%
Expected income tax (recovery) (62,570) (140,604)
Non-deductible items 1,772 70,,831
Change in deferred tax asset not recognized 60,798 69,773

Total income taxes (recovery)

Deferred taxes reflect the tax effects of tempoudifierences between the carrying amounts of assdsliabilities for
financial reporting purposes and their correspagdialues for tax purposes. The unrecognized ddalactemporary
differences at December 31, 2016 and 2015 arellasvfo

2016 2015
$ $
Exploration and evaluation assets 251,000 251,000
Non-capital loss 1,548,977 1,323,800
Total unrecognized deductible temporary differences 1,799,977 1,574,800
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Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

10INCOME TAXES - CONTINUED

As at December 31, 2016, the Company has not réxedja deferred tax asset in respect of non-cdpialcarryforwards
of approximately $1,548,977 (2015: $1,323,800) Whitay be carried forward to apply against futuraryacome tax for
Canadian income tax purposes, subject to the diegrmination by taxation authorities, expiringhe following years:

Expiry

2029 $ 17,193
2030 120,791
2031 239,675
2032 214,738
2033 158,830
2034 311,809
2035 260,764
2036 225,177
Total $1,548,977

11. SHARE CAPITAL
Capital stock

The Company's common shares have no par valueharalthorized share capital is composed of 77,0000 common
shares. Share capital outstanding at December03d6, ®as 15,274,230 common shares (26155,274,230)

Escrow shares
As at December 31, 2016 and 2015, the Companyihasits shares held in escrow.
Stock options

The Company has adopted an incentive stock optaemm\phich provides that the directors of the Conyparay from time
to time, in their discretion, and in accordancehvtite Exchange requirements, grant to directofg;en$, employees and
technical consultants to the Company, nontranskeraptions to purchase common shares, providedtiiegahumber of
common shares reserved for issue will not exce@d althe number of the outstanding common shares.

Such options will be exercisable for a period oftadive years after the date of grant thereof.e filamber of common
shares reserved for issue to any individual directoofficer will not exceed 5% of the number ofthoutstanding
common shares and the number of common sharesedsir issue to all technical consultants will eateed 2% of the
number of then outstanding common shares. Optiumg be exercised the greater of 12 months aftepptaion of the

Qualifying Transaction and 90 days following ce&sabf the optionee's position with the Companyvited that if the

cessation of office, directorship, or technical ®dlting arrangement was by reason of death, thieroptay be exercised
within a maximum period of one year after such destibject to the expiry date of such option.
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Kaiyue International Inc.

Notes to the Financial Statements

(Expressed in Canadian dollars)

FOR THE YEARS ENDED DECEMBER 31,2016AND 2015

11.SHARE CAPITAL - CONTINUED
(a) Directors’ and officers’ options

As at December 31, 2016, the Company has stodtrepoutstanding to directors and officers to aman aggregate
of 200,000 common shares summarized as follows:

Number of Options Exercise Price Expiry Date
Outstanding, December 31, 2014 400,000 $0.12
Cancelled on April 12, 2015 (50,000) 0.13 May 24, 2018
Cancelled on April 12, 2015 (50,000) 0.10 August 6, 2015
Expired on August 6, 2015 (100,000) 0.10 August 6, 2015
Outstanding, December 31, 2016 and 2015 200,000 0.13% May 24, 2018

On May 24, 2013, the Company granted an aggreda&8®000 options to directors and officers of @@mpany at
an exercise price of $0.13 per share for a perf@@Danonths. All of the options were vested equaligr a four year
period (25% on each of the 1st to 4th anniversatgsiof grant) and are exercisable in accordanttethé terms of
the Company’s Stock Option Plan.

The fair value of the options at the time of grasing the Black-Scholes Option Pricing Model wasl$ per option
assuming a volatility of 132%, a risk free interegte of 1.37%, an expected life of 5 years andxpected dividend
rate of 0%. The expected volatility assumptionsehéieen developed taking into consideration of hisdb and

implied volatility of the company. During the yeanded December 31, 2016, the Company recognized-bhased
payment of $2,146 related to these options (2084383).

The options outstanding at December 31, 2016 lavexercise price $0.13 (December 31, 2015 - $0ahd) a
weighted average remaining contractual life of 1y#@rs (December 31, 2015 - 2.40 years). Therelape000
options exercisable at December 31, 2016 (Dece3the2015 - 100,000).

12. SUBSEQUENT EVENTS
Private Placement

On March 6, 2017, the Company completed the PriRédeement for aggregate gross proceeds of $24510@0Private
Placement consisted of 4,900,000 common shardedfompany (each, a “Share”), at $0.05 per Shdtef she Shares
issued pursuant to the Private Placement are dubjachold period expiring July 7, 2017.

On April 12, 2017, the Company announced a nondmaxk private placement financing of up to $50,0b@ (Private
Placement”) through the issuance of up to 1,00088@mon shares of the Company (each, a “Share’$0&5 per
Share for proceeds of up to $50,000. All of ther®h issued pursuant to the Private Placementbeikubject to a
restricted period of four months and one day frobendate of closing.

Page 20 of 20



