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Independent Auditors’ Report to the
General Assembly of Red de
Agricultura Sostenible A. C. and
Subsidiaries.

Opinion

We have audited the consolldated flnancial statements of Red de Agricultura Sostenible. A. €. and
subsidiaries (the “Entity”), which comprise the consolidated statements of financial position as of December
31, 2018 and 2017, the consolidated financlal statements of activities and cash flows for the years then
endad, and notes to the consolldated financial statements, Including a summary of significant accounting
policies.

In our opinion, the accompanylng consclidated financlal statements present fairly, in all materlal aspects, the
consolidated financial statements of the Entity as of December 31, 2018 and 2017, the consolldated financial
performance and their consclidated cash flows, for the years then ended In accordance with International
Financial Reporting Standards (IFRSs), 25 issued by the International Accounting Standards Board.

Basis for Opinion

We conducted our audit in accerdance with International Standards on Auditing (ISA). Our responsibilities
under those standards are further described In the Independent Auditors Responsibilities for the Audit of
Consolidated Financial Statements sectlon in our report. We are independent of the Entity in accordance with
the International Ethics Standards Bosrd for Accountants’ Code of Ethics for Professionals Accountants
{IESBA Code) and with the Ethics Code jssued by the Mexican Institute of Public Accountants (IMCP Code);
we have fulfiled our ethical responsibllities In accordance with the IESBA Code and IMCP Caode.

We belleve that the audit evidence we have obtained s sufficlent and appropriate to provide a basis for our
opinion.

Other matrer

The accompanying consolidated financial statements have been translated o English for the convenience of
readers,

Management’s Responsibilities related with the Consolidated Financial Statements.

Management is respensible for the preparation and fair resentation of the conselidated financial statements
in accordance with IFRS, and for such Internal control; as management determines is nacessary to enable
the preparation of financial statements that are free from matarial misstatement, whether due to fraud or
error,

In preparing the consclidated financial statements, management Is responsible for assessing the Entity ‘s
ability toe continue as a going concern, disclosing, as applicable; matters related to geing concern and using
the going coancern basis of accounting unless management either Intends to liguidate the Entity or to ceass
operations, or has no realistic alternative but to do so.
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Those charged with governance are raspensible for overseeing the Entity “s financlial reporting process.
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Cur objectives are to obtain reasonable assurance about whether the consclidated financial statements as a
whole zre free from material misstatement, whether due to fraud or errar, and to Issue an audltor “s report
that Includes our oplnien. Reasonable assurarice Is a high level of assurance, but Is nat a guarantee that an
audit conducted in accordance with 1SAs will always detect a material misstatement when [t exists.
Misstataments can arise from fraud or error and are considered material If, Individually ar in the aggregate,
they could reascnably Influence the economlc decisions of users taken on the basls of these consolidated

financial statements.

As part of an audit In accordance with ISA's, we exercise professional judgement and maintain professional
skepticism throughout the audit, We also:

Identify and assess the risks of material misstatement in the consclidated financlal statements,
whether due to fraud or error, deslgn and perform a2udit procedures responsive to these risks, and
obtain audit evidence that [s sufficient and appropriate to provide a basis for aur oplnion, The risk of
not detecting a materlal misstatement resulting from fraud is higher than for ane resulting from error,
as fraud may invalve collusion, forgery; intentional omissions, misrepresentations, or override of

internal control.

Obtain 2n understanding of Internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of exprassing an ¢pinton on the

efectivaness of the Entity’s internal controd.

Evaluate the appropriateness of accounting policles used, the reasonableness of accounting estimates
and related disclosures made by management.

Concluded on the appropriateness of management s use cf the golng concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Entity’s abllity to cantinue as 2 going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditors’ repert to
the related disclosures in the consolidated financlal statements or, if such disclosures ars inadequate,
to modlfy our oplnlon. Qur cenclusions are based an the audit evidence obtained up to the date in our
report. However, future events or conditions may causa the Entlty to cease being a golng coricern.

Evaluate the overail presentation, structure and content of the consclldated financial statements,
including the disclosures; and whether the consolldated financial statermnents represent the underlying
transactions and events In a manner that achieves a falr presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope,
timing of the audit and significant audlt findings, including any significant deficiencies fn internal control that

we identify during our audlt, -

Galaz, Yarmegkalt, Ruiz Urgy , 3. ¢
Member of e e Tohmatsu Limited




Red de Agricultura Sostenible, A. C. and Subsidiaries

Consolidated Statements of Financial Position

As of December 31, 2018 and 2017
(In US dollars)

Assets Notes 2018 2017
Current assets:

Cash $ 3,142,868 § 3,118,135

Other accounts receivables 5 177.232 692,753

Prepaid expenses 34.018 27,744

Total current assets 3,354,118 3,838,632

Fumiture and equipment - Net 6 42,257 53.213
Software ~ Net - 540
Guarantee deposits 2,834 2,839
Total assets b 3,399.209 § 3,895 224

Liabilities and Equity

Current labilities:

Trade accounts payable 5 2,904 % 9,334
Advances received from customers 10,000 10,000
Accrued expenses and taxes 8 69.553 64,283
Total liabilities 82,457 83,617
Unrestricted Equity:
Accumulated Equity 3,919,650 4425972
Cumulative translation adjustments {602.898) (614.363)
Total Equity: 3,316,752 3,811,607
Total liabilities and equity. $ 3,399,209 §$ 3,895,224

See accompanying notes to consolidated financial statements,




Red de Agricultura Sostenible A.C. and Subsidiary

Consolidated Statements of Activities

For the years ended December 31, 2018 and 2017
(In US dollars)

Revenue:
Royalties
Other income

Operating expenses
Interest income
Interest expenses
Exchange loss
Equity increase before income taxes
Income taxes expense

Equity at the beginning of the year

Accumulated Equity

See accompanying notes to consolidated financial statements.

Notes

11

2018

2017

$ 506,547 $ 3,067,133
503.585 45,964
1,010,132 3,113,097
1,476,793 1,831,610
(2,126) (1,668)
328 14
27.265 19,459
1,502,260 1.849.415
(492,128) 1,263,682
14,184 15,320
4425972 3,177,610
$ 3,919.660 § 4,425,972




Red de Agricultura Sostenible, A.C. and Subsidiary

Consolidated Statements of Cash Flows

For the years ended December 31, 2018 and 2017
(In US doflars)

Operating activities:
Equity increase before income taxes
Adjustments for:
Depreciation and amortization
Loss on sale and disposal of equipment
Interast income
Interest expense

(Increase) decrcase in:
Accounts receivables
Prepaid expenses
Increase {decrease) in:
Trade accounts payable
Taxes, accrued expenses and deferred income
Income taxes paid
Net cash flows provided by operating activities

Investing activities:
Acquisition of furniture and equipment
Sale of furniture and equipment
Acquisition of sofiware
Interest recejved
Net cash Sows used in investing activities

Financing activitics:
Interest paid
Net cash flows used in financing activities
Net increase in cash
Cash at beginning of year

Effects of exchange rates changes on cash

Cash at end ol year

See accompanying notes to consolidated financial statements,

&

2018 2017
h) (492,128) $ 1,263,682
13,042 15,716
248 -
(2,126) (1,668)
328 14
(480,636) 1,277,744
515,521 (107,936)
(6,269) 22,938
(6.430) (5,885)
5,269 {21,928)
{14.183) (15.220)
13,272 1,148,613
(1,794) (2,703}
- 3,803
- (2,160)
2,126 1,668
332 608
(328) (14)
(328 {14
13,276 1,150,207
3,118,135 1,909,711
11,457 58,217
3 3.142.8638 3 3118133
5



Red de Agricultura Sostenible A.C. 2nd Subsidiary

Notes to Consolidated Financial Statements

For the years ended December 31,2018 and 2017
(In US dollars)

o
%

Activities

Red de Agricultura Sostenible A.C and Subsidiary (the “Entity™) is a corporation incorporated under the
Mexican Laws. Its corporate offices are located in Av. Auguslo Rodin 52 B, Napoles, Benito Juarez,,
C.P. 03810, Mexico City, Mexico,

The Entity is composed by an international group of non-profit organizations working in favor of biodiversity
conservation and rural development.

The Sustainable Agriculture Network (RAS) is an international network of nonprofit organizations focused on
shaping the agriculture that tho world needs. Qur mission isto be a global network to transform agriculture

into & sustainable activity.

We promote sustainable agriculture, the conservation of biodiversity and the improvement of rural livelihoods
on and off farms through the implementation of technical services, based on the experience and knowledge of

our local partners.

Adoption of new and revised International Financial Reporting Standards

Explanation for transtation into English - The accompanying consolidated financial statements have been
translated from Spanish into English for use outside of Mexico. These consolidated finarcial statements are
presented on the basis of International Financial Reporting Standards {“IFRS™) as issued by tire Internaticnal

Accourting Standards Board (“TASB”™).

a. Application of new and revised International Financing Reporting Standars {“IFRSs" or “148™)
and interpretations that are madatory efective for the current year

In the current year, the Entity has applied a number of amendments to JFRSs and new Interpretations
issued by the International Accounting Standards Board (“IASB”) that are mandatorily effective for an
accounting period that beging on or after January 1, 2018.

New and modified 1FRS that are effective for the current pear
Inftial impact of the application of IFRS 9 — Financial instruments

In the current fiscal year, the Entity has applied IFRS 8, Financial Instruments (as revised in July
2014) and the adjustments related to other IFRS Standards that are effective for the year beginning on
or after January 1, 2018, The transitional provisions of IFRS 9 allow the entity not to restate
comparative financial staterments.

Additionatly, the Entity has adopted the adjustments of the IFRS 7, F) inancial Instruments Disclosures,
which were applicd to the 2018 disclosures.

1FRS 9 introduced new requirements for:

1. The classification and measurement of finaneial assets and financial liabilities.
2. Deterioration of financial assets, and
3. Hedge accounting.

Details of these new requirements as well as their impact on the Bntity’s consclidated financial
staternerits are described below.

'.-;g 6




‘The Entity has adopted [FRS 9 in accordance with the transition provisions contemplated in [FRS 9.

a)

Classification ard measurement of financlal assets

The date of initial application (1.e. the date on which the Lntity has assessed its existing
[inancial assets and financial liabilities in terms of the requirements of IFRS 9) is January 1,
2018. Accordingly, the Entity has applicd the requirements of IFRS 9 to instruments that
continue to be recognized gs at January 1, 2018 and has not applied the requirements to
instruments that have already been derecognized as at January 1, 2018,

All recognized financial assets that are within the scope of IFRS 9 are required to be measurcd
subscquently at amortized cost or fair value on the basis of the entity’s business madel for
managing (he financial assets and the contractual cash flow characteristics of the financial
assets,

Specifically:

. Dcbt instrumients that arc held within 2 business model whose objective is to eollect the

contractual cash flows, and that have contractual cash flows that are solely payments of
principal and interest on the principal amount outstanding, are measured subsequently at

amortized cost,

. Debt instruments that are held within a business modcl whose objective Is both to collect

the contractual cash flows and to sell the debt instrumients, and that have contractual cash
flows that are solely payments of principal and intercst on the principal amount
outstanding, arc measured subsequently at fair value through other comprehensive
mcame,

. All other debt investments and equity investments are measured subsequently at fair

value through profit or loss,

Despitc the aforegoing, the Entity may make the following irrevocable election / designation at
initial rccognition of a financial asset:

. The Entity may irrevocably elect to present subsequent changes in fair value of an equity
investment that is neither held for trading nor contingent consideration recognized by an
dequirer in a business combination in other comprehensive income; and

° The Entity may irrevocably designate a debt investinent that meets the amortized cost or
fair value trought other comprehensive income criteria as measured at fair value through
profit and or loss if doing so eliminates or significantly reduces an accounting mismatch,

In the corrent year, the Entity has not designated any debt investments that meet the amortized
cost or fair value trought other comprehensive income criteria as measured at fair valee through
profit and or loss.

When 2 debt investment measured at fair value trought other comprehensive income is
derecognized, the cumulative gain or loss previously recognized in other comprehensive
income is reclassified from.equity to profit or loss as a reclassification adjustment. When an
equity investment designated as measured at fair valus trought other comprehensive income is
derecognized, the cumulative gain or loss previously recognized in other comprehensive
income is subsequently transferred to retained earnings.

Debt instruments that are measured subsequenily at amortized cost or at fair value trought other
comprehensive income are subject to impairment. See (b) below.



b)

¢}

Impairment of financial assels

in relation to the impairment of financial zsscts, IFRS 9 requires an expected credit loss mode]
as opposed to an incurred credit loss model under IAS 39. The expected credit loss model
requires the Entity to account for expected credit losses and changes in those expected credit
losses at each reporting date to reflect changes in credit risk since initial recognition of the
financial assets. In other words, it is no longer necessary for a eredit event to have occurred
before credit losses are recognized,

Specifically, IFRS 9 requires the Entity to recognize a loss allowance for expected credit losscs
on:

(1) Debt investments measured subsequently 2t amortized cost or at fair value through other
comprehensive income,

(2)  Leasereceivables,

(3)  Trade reccivables and contract assets, and

(4)  Pinancial guarantee contracts 1o which the impairment requirements of (FRS 9 apply.

In particular, IFRS 9 requires the Entity to measure the loss allowance for a financial instrument
at an amount equal to the lifetime expected credit losses (ECL) if the credit risk on that

financial instaument has increased significantly since initial recognition, or if the financial
instrument is 2 purchased or originated credit-impaired financia} asset. However, if the credit
risk on a financial instrument has not increased significantly since initial recogunition (except for
a purchased or originated eredit-impaired financial asset), the Entity is required to measure the
loss allowance for that financial instrument at.an amount equal o 12-months ECL. [FRS 9 also
requires a simplitied approach for measuring the loss allowance at an amount equal to lifetime
ECL for trade receivables, contract assets and lease receivables in certain circumstances.

Because the Entity has elected to restate comparatives, for the purpose of assessing whether
there has been 2 significant increase in credit risk since initial rccognition of financial
instruments that remain recognized on the date of initial application of IFRS 9 (1.e. 1 January
2018).

The adoption of IFRS 9 did not have any impact on the Entity’s financial information.
Classification and measurement of financiul liabilities

A significant change introduced by [FRS 9 in the classification and measurement of financial
liabilities relates to the accounting for changes in the fair value of a financia] liability
designated as at fair value through profit ot loss attributable to changes in the credit risk of the
issuer,

Specifically, IFRS 9 requires that the changes in the fair value of the financial liability that is
attributable to changes in the credit risk of that liability be presented in other comprehensive
income, unless the recognition of the effects of changes in the liability's credit risk in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.
Changes in fair value attributable to a financial liability’s credit risk are not subsequently
reclassified to profit or loss, but are instcad transferred to retained earnings when the financial
liability is derecognized. Previously, under [AS 39, the entire amount of the change in the fair
vajue of the financial liability designated as at fair value through profit or loss was presented in
profit or loss.

The application of IFRS 9 did not have ary impact on the classification and measurement of the
Entity’s financial liabilities as there were not reclassifications applied.




d) Impact of application of IFRS 15 Reverrue from Contracts with Customers
In the current year, the Entity has applied IFRS 15 Revenue from Contracts with Customers (as
amended in April 20146} which is effective for an annual period that beging on or after § January

2018. IFRS 15 introduced a 5-step approach to revenue recognition. Far more prescriptive
guidance has been added in IFRS 15 to deal with specific scenarfos.

The application of [FRS 15 did not have any impact on the financial position and on the
{inancial performance of the Entity.

New and revised IFRS Standards in issue but not yet effective

At the date of authorization of these financial statements, The Entity has not applied the following new and
revised IFRS Standards that have been issued but arc not yet effective

IFRS 16 Leases

The directors do not expect that the adoption of the Standards listed above will have a material impact on the
financial statements consolidate of the Entity in future periods, except as noted below:

IFRS 16 L.eases

General Impact of application of IFRS 16 Leases

IFRS 16 provides a comprchensive model for the identification of lease arrangements and their treatment in
the financial statements for both lessors and lessees. TFRS 16 will supersede the current lease guidance
including TAS 17 Leases and the related Interpretations when it becomes effective for accounting periods
beginning on or after 1 January 2019, The date of initial application of IFRS 16 for the Entity will be 1
January 2019,

The Entity has chosen the full retrospective application of IFRS 16 in accordance with IFRS 16:C5(a).
Consequently, the Emity will restate the comparative information.

In contrast to lessee accounting, IFRS 16 substantially carries forward the lessor ascounting requirements in
[AS 17,

Impact of the new definition of a lease

The Entity will make use of the practical expedient available on transition to [FRS 16 not to reassess whether
a conlract is or contains a lease, Accordingly, the definition of a lease in accordance with TAS 17 and IFRIC 4
will continue to apply to those leases entered or modified before 1 January 2019,

The change in definition of a lease mainly refates to the concept of control. 1FRS 16 distinguishes between
leases and service contracts on the basis of whether the use of an identified asset is controlled by the
customer. Conirol is considered to exist if the customer has:

. The right to obtain substantially all of the cconomic benefits from the use of an identified asset; and
» The right to direct the use of that asset.

The Entity will apply the definition of a lease and refated guidance set out in IFRS 16 to all lcase contracts
entered into or modified on or after 1 January 2019. In preparation for the first-time application of IFRS 16,
the Entity has carried out an implementation project. The project has showni that the new definition in IFRS
16 will not change significantly the scope of contracts that meet the definition of a lease for the Entity,

Impacit on Lessee Accounting

Operating leases

IFRS 16 will change how the Entity zccounts for 1sases previously classified as operating leases under IAS
17, which were off-balance sheet,



On initial application of IFRS 16, for all leases (except as neted below), the Entity will:

a) Recognize right-of-use assets and lease liabilities in the consolidated statement of financial position,
initially measured at the present value of the future lease payments;

b)  Recognize depreciation of right-cf-use assets and interest on lease Jiabilities in the consclidated
statement of profit or loss;

c) Separate the total amount of cash paid into & principal portion (presented within financing activities)
and interest (presented within operating activitics) in the consolidated cash flow statement.

Lease incentives {c.g. rent-free period) will be recognized as part of the measurement of the right-of-use
assets and lease liabilities whereas under IAS 17 they resulted in the recognition of a lease liability incentive,
amortized as a reduction of rental expenscs on a straight-line basis.

Under [FRS 16, right-of-use assets will be tested for impairment in accordance with IAS 36 Irnpairment of
Assets. This will replace the previous requirement to recognize a provision for onerous lease contracts.

For short-term leases (lease term of 12 months or less) and leases of Jow-value assets {such as personal
computers and office furniture), the Entity will opt to recognize a lease expense on a straight-line basis as
permitted by IFRS 16.

The dircctors of the Entity do not anticipate that the application of the amendments in the future will have an
impact on the Entity’s consolidated financial statements.

Summary of significant accounting policies
a. Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (TFRS) released by the TASE.

b. Basis of prepuration

The consolidated fnancial statements have been prepared on the historical cost basis, as explained in
the accounting policics below.

i. Historical cost

Historical cost is generally based on the fair value of the consideration given in exchange for
goods and services.

i. Fair velue

Fair value is the price that would be reccived from selling zn asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date, regardless of
whether that price is dircctly observable or cstimated using another valuation technigue. In
estimating the fair value of an asset or a liability, the Entity takes into account the
characteristics of the asset or liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date. Fair value for measurement
and/or disclosure purposes in these consolidated financial statements is determined on such a
basis, except for share-based payment transactions that are within the scope of IFRS 2, leasing
transactions that are within the scope of IAS 17, and measurements that have some similarities
{o fair value but are not fair value, such as net realizable value in TAS 2 or use value in 1AS 36.
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[n addition, for financial reporting purposes, fair value measuremenis are categorized into Lavel
1, 2 or 3 based on the degree to which the inputs to the fair value measurements are observable
and the significance of the inputs to the fair value measurcrent in its entirety, which are
described as follows:

. Level 1 inputs are quoted prices in active markets for identical asseis or liabilities that
the entity can access at the measurement date;

e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

. Level 3 inputs are unobservable imputs for the assets or liahility.

Basis of consolidation

The consolidated financial statements incorperate the financial statements of the Entity and its
subsidiaries. See Note 7 for more information. Control is achieved when the Entity:

. Has power over the investee;
. Is exposed, or has rights, to variable retums from its involvement with the investee; and
. Has the ability to use its power to affect its returns.

The Entity reassesses whether or not it controls an investee if facts and circumstances indicate that
there arc changes t onc or mere of the three elemsnts of control listed above,

When the Entity has lcss than a majority of the voting rights of an investce, it has power over the
investee when the voting rights arc sufficient to give it the practical ability to direct the relevant
activities of the investee unilaterally. The Entity considers all relevant facts and circumstances in
assessing whether or not the Entity’s voting rights in an investee are sufficicnt to give it power,
including:

. The size of the Entity’s holding voting rights, relative to the size and dispersion of holdings of
the other vote holders;
Potential voting rights held by the Entity, other vole holders or other parties;
Rights arising from ather contractual arrangements; and

. Any additional facts and circumstances that indicate that the Entity has, or does not have, the
current ability to direct the relevant activities at the tiine that decisions need to be made,
including voting patterns at previous shareholders’ meetings,

Consolidation of a subsidiary begins when the Entity obtains control over the subsidiary and ceases
when the Entity loscs control of the subsidiary, Specifically, income and expenses of a subsidiary
acquired or disposcd during the year are included in the consolidated statement of profit or toss and
other comprehensive ingome from the date the Entity gains control until the date when the Entity
ceases control of the subsidiary,

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Entity and te the non-controlling interests. Total comprehensive income of subsidiaries is attributed te
the owners of the Entity and to the non-controlling interests even if this results in the non-controlling
interests have a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with the Entity's accounting policics.

All intragroup asscts and labilities, equity, income, expenses and cash flows relating to transactions
between members of the Entity are climrinated in full on consolidation.

11



Changes in the BEntily’s ownership intevests in existing sy bsidiaries

Changes in the Entity’s ownership interests in subsidiaries that do not result in the Entity lesing control
over the subsidiaries are accounted for as cquity transactions. The carrying amounts of the Entity’s
interests and the non-coutrolling interests are adjusted to reflect the changes in their relative interests in
the subsidiarics. Any difference between the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or received is recognized directly in equity and

atiributed to owners of the Entily.

When the Entity Joses control of a subsidiary, a gain or loss is recognized in profit or loss and is
caleulated as the difference between (i) the aggregate fair value of the consideration received and the
fair value of any retained interest and (ii) the previous carrying amount of the assets (including
goodwill), and Liabilities of the subsidiary and any nen-controlling interests.

All amounts previously recognized in other comprehensive income in relation to that subsidiary are
accounted for as if the Entity had directly dispesed of the related assets or liabilities of the subsidiary
(i.e. reclassified to profit or loss or transferred to another category of equity as specified/permitted by
applicable IFRSs), The fair value of any investment vetained in the former subsidiary at the date when
control is lost regarded as the fair value on initial recognition for subsequent accounting under LAS 39,
when applicable, the cost on initial recognition of an investment in an asscciate or a joint venture.

Financial assets

All regular way purchases or salcs of financial assets are recogmized and derecognized on a trade date
basis. Regular way purchases or sales are purchases or sales af financial assets that require delivery of
assets within the time frame established by regulation or convention in the marketplace.

All recognized financial assets are measured subsequently in their entirety at either amortized cost.or
fair value, depending on the classification of the financial assets.

Classification of finaricial assels

Debt instruments that meet the following conditions are measurcd subsequently at amortized cost:

° The Gnancial asset is held within a business model whose objective is to hold financial assets in
order to collect contractual cash flows; and
° The contractual terms of the financial asset give rise on specified dates to cash flows that are

solely payments of principal and interest on the principal amount outstanding,

Debt instruments that meet the following conditions are measured subsequently at fair valve through
other compreliensive income (FVTOCI):

e The financial assct is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling the financial assets; and
] The contractual terms of the firancial asset give rise on specified dates to cash flows that are

solely payments of principal and interest on the principal amount outstanding.

By default, all other financial asscts are measured subsequently at fair value through profit or loss
(FVTPL).

Despite the forepoing, the Entity may make the following irevocable election / designation at initial
recognition of a financial asset:

. The Entity may irrcvecably elect to present subscquent changes in fair value of an cquity
investment in other comprehensive income if certain criteria are met (see (iii) below); and
. The Entity may irrevocably designate a debt investment that meets the amortized cost or

FVTOCI criteria as measured at FVTPL if doing so eliminates or significantly redaces an
accounting mismatch (see (iv} below).

12
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Amortized cost and effective interest method

The effective interest method is a method of calculating the amertized cost of a debt instrument
and of allocating interest income over the relevant period,

For financial assets other than purchased or originated credit-impaired financial assets (i.e.
assets that are credit-impaired on initial recognition), the sffective interest rate is the ratc that
exactly discounts estimated future cash receipts (including all fees and points paid or received
that form an fategrai part of the effective interest rate, transaction costs and other premiums or
discounts) excluding expected credit losses, throu gh the expected life of the debt instrument, or,
where appropriate, a shorter period, to the gross carrying amount of the debt instrument on
initia] recognition. For purchased or originatcd credit-impaired financial assets, z credit-
adjusted effective interest rate is calculated by discountin g the estimated future cash flows,
including expected credit losses, to the amortized cost of the debt instrument on initial
recognition,

The amortized cost of a financial asset is the amount at which the financial asset is measured at
initial recognition minus the principal repayments, pius the cumulative amortization using the
effective interest method of any difference between that initial amount and the maturity amount,
adjusted for any loss allowance. The gross carrying amount of a financial asset is the amortized
cost of a financial asset before adjusting for any loss allowance.

Interest income is recognized using the effective interest method for debt instrum ents measyred
subsequently at amortized cost and at FVTOC], Fer financial assets other than purchased or
originated credit-impaired financial assets, interest income is caleulated by applying the
effective interest rate to the gross carrying amount of 2 financial asset, except for financial
assets that have subsequently become credit-impaired (see below). For financial assets that have
subsequently become credit-impaired, interest income is recognized by applying the effective
interest rate to the amortized cost of the financial asset. If, in subsequent reporting periods, the
credit risk on the credit-impaircd financial instrument improves so that the financial asset is no
longer eredit-impaired, interest income is recognized by applying the effective interest rate to
the gross carrying amount of the financia) asset.

For purchased or originated credit-impaired financial assets, the Entity recognizes interest
income by applying the credit-adjusted effective intcrest rate to the amortized cost of the
financial asset from initial recognition. The calculation does not revert to the yross basis even if
the credit risk of the financial asset subsequently improves so that the financial asset is no
longer credit-impaired

Interest income is recognized in profit or loss and is included in the "fnance income - interest
income" line,

Foreign cxchange gains and losses

The carrying amount of financial assets that are denominated in a forcign currency is
determined in that foreign currency and translated at the spot rate at the end of each reporting
period. Specifically;

° For financial asscts measured at amortized cost that are not part of a designated hedging
relationship, exchange differences are recognized in profit or loss in the ‘other gains and
losses

. Fer debt instruments measured at FVTOC! that are not part of 2 designated hedging

relationship, exchange differences on the amortized cost of the debt instrument are
recagnized in profit or loss in the ‘other gains and losses’ line item {note G0}, Other
cexchange differences are recognized in other comprehensive income in the investmenis
revaluation reserve;

13



i
0]

Zd]

o

B

&

s For financial assets measured at FVTPL that are not part of a designated hedging
relationship, exchange differences arc recognized in profit or [oss in the ‘other gains and
losses® line item {note 60); and

e For aquity instruments measured at FVTOCI, exchange differences arc recognized in
other comprehensive income in the investments revaluation reserve.

See hedge accounting policy regarding the recognition of exchange differences where the
foreign currency risk component of a financial asset is designated as a hedging instrument fora

hedge of foreign cutrency risk.
Impairment of financial assets

The Entity recognizes a loss z2liowance for expected credit losses on investments in debt
instruments that are measured at amortized cost or at FVTOCI, lease receivables, trade
reccivables and contract assets, as well as on financial guarantee contracts. The amount of
expected credit Josses is updated at each reporting date to reflect changes in credit risk since
{nitial recognition of the respective financial instrument.

The Entity always recognizes lifetime ECL for trade receivables, contract assets and lease
receivables. The expected credit losses on these financial assets are estimated using a provision
matrix based on the Entity’s historical credit loss experience, adjusted for factors that are
specific to the debtors, general economic condilions and an assessment of both the current as
well as the forecast direction of conditions at the reporting date, including time value of money
where appropriate.

For all other financial instruments, the Entity recognizes lifetime ECL when there has been a
significant increase in credit risk since initial recognition. However, if the credit risk on the
financial instrument has not increased significantly since initial recognition, the Entity measures
the loss allowarnice for that financial instrument at an amount equal to 12-month ECL.

Lifetime ECL represents the expected credit losses that will result from all possible default
events over the expected life of a financial instrument. In contrast, 12-month ECL represents
the portien of Jifetime ECL that is expected to result from default events on a financial
instrument that are possible within 12 months after the reporting date

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument lhas increased significantly since
initial recognition, the Entity compares the risk of a defauit oceurring on the financial
instrument at the reporting date with the risk of a default oceurring on the financial instrument
al the date of initial recognition. In making this assessment, the Entity considers both
quantitative and qualitative information that is reasonable and supportable, including historical
experience and forward-looking information that is available without undue cost or sffort.
Forward-locking information considered includes the future prospects of the industries in which
the Entity’s debtors operate, obtained from ecanomie expert reports, {inancial analysts,
governmental bodies, relevant think-tarks and other similar organizations, as well as
eonsideration of various external sources of actual and [orecast economic information that
relate to the Entity’s core operations.

In particular, the following information is taken into account when assessing whether credit risk
has increased significantly since initial recognition:

. An actual or expected significant detericration in the financial instrument’s external (if
available) or internal credit rating;
. Significant deterioration in external market indicators of credit risk for a particular

financial instrument, ¢.g. a significant increase in the credit spread, the credit default
swap prices for the debtor, or the length of time or the extent to which the fair value ofa
financial 2ssct has been less than its amortized cost;
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. Existing or forecast adverse changes in business, financial or economic conditions that
are expetied to cause z signilicant decrease in the debtor’s ability to meet its debt

obligations;
. An actmal or expected significant deterioration in the operating results of the debtor
. Significant increases in credit risk on other financial instruments of the same debtor;
. An actual or expected significant adverse change in the regulatory, economic, or

technological cnvironment of the deblor that results in a significant decrease in the
debtor’s ability to meet its dobt obligations.

Irrespective of the outcome of the above assessment, the Entity presumes that the credit risk on
a financial agset has increased significantly since initial recognition when contractual payments
are more than 30 days past due, unless the Entity has reascnable and suppertable information
tl:at demonstrates otherwise,

Despite the forcgoing, the Entity assumes that the credit risk on a financial instrument has not
increased significantly since initial recognition if the financisl instrument is determined to have
low credit risk at the reporting date. A financial instrument is determined to have low credit risk
if:

The financial instrument has a low risk of default,
The debtor has a strong capacity to meet its contractual cash flow obligations in the near

term, and
3. Adverse changes In economic and business conditions in the longer term may, but will
not necessarily, reduce the ability of the borrower to fulfil its contractual cash flow

abligations,

| = I

The Entity considers a {inancial asset to have jow credit risk when the asset has external credit
rating of ‘investment grade’ in accordance with the globally understood definition or if an
external rating is not available, the asset has an internal rating of ‘performing’. Performing
mcans that the counterparty has a strong financial position and there is no past due amounts,

FFor financial guarantec contracts, the date that the Entity becomes a party to the irrovocable
commitment is considered to be the date of initial recegnition for the purposes of assessing the
{inancial instrument for impairment. In assessing whether there has been a significant increase
in the credit risk since initial recognition of a financial guarantee contracts, the Entity considers
the changes in the risk that the specified debtor will default on the contract,

The Entity regularly monitors the effectiveness of the criteria used to identify whether there has
been a significant increase in credit risk and revises them as appropriate to ensure that the
criteria are capable of identitying significant Increage in credit risk before the amount becomes
past due.

Definition of default

The Entity considers the following as constituting an event of default for internal credit risk
management purposes as historical experience indicates that financial assets that meet cither of
the following criteria ave generally not recoverable:

. When there is a breach of finaneial covenants by the debtor; or

. Information developed internally or ebtained from external sources indicates that the
debtor is unlikely to pay its creditors, including the Entity, in full (without taking inte
account any collateral held by the Entity).

Irrespective of the above analysis, the Entity considers that default has occurred when a
financial assst is more than 90 days past due unless the Entity has reasonable and supportable
information to demonstrate that a more lagging default criterion is more appropriate.
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Credit-impaired financial assets

A financial asset is credit-impaired when one or mere events that have a detrimental impuct on
the estimated future cash flows of that financial asset have occurred. Evidence that a fimancial
asset is credit-impaired includes observable data about the following events:

(a)  Significant financial difficulty of the issuer or the borrower;

(b) A breach of contract, such as a default or past due event (see (ii) above);

{c) The lender(s) of the borrower, for cconomic or contractual reasons relating to the
borrower’s financial difficulty, having granted to the borrower a concession(s) that the
lender(s) would not otherwise consider;

(d) 1t is becoming probable that the borrower will enter bankruptey or other linancial
reorganization; or

(¢)  The disappearance of an active market for that [inancial asset because of financial
difficulties.

Write-off pelicy

The Entity writes off a financial asset when there is information indicating that the debtor is in
severe financial difficulty and there is no realistic prospect of recovery, €.3. when the debtor has
been placed under liquidation or has entered into bankruptcy proceedings, or in the case of trade
receivables, when the amounts arc over (wo years past due, whichever occurs sooner. Financial
asscts written off may still be subject to enforcement activities under the Entity’s recovery
procedures, taking into account legal advice where appropriate. Any recoveries made are
recognized in profit or loss.

Measurement and recognition of expected credit losses

The measurcment of expected credit losscs is a function of the probability of default, loss given
defantt (i.e. the magnitude of the loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given default is based on historical data
adjusted by forward-looking information as described above. As for the exposure at default, for
financial assets, this is represented by the assets’ gross carrying amaunt at the reporting date;
for financial guarantee contracts, the exposure includes the amount drawn down as at the
reporting dare, together with any edditional amounts expected to be drawn down in the future
by default date determined based on historical trend, the Entity’s understanding of the specific
fiture financing needs of the debtors, and other relevant forward-looking information.

[For financial assets, the expected credit loss is estimated as the difference between all
contractual cash flows that are due to the Entity in accordance with the coniract and all the cash
flows that the Entity expects to receive, discounted 2t the original effective interest rate. For a
lease reccivable, the cash flows used for determining the expected credit losses is consistent
with the cash flows used in measuring the lease receivable in accordance with IAS 17 Leases.

For a financizl guarantee contract, as the Lntity is required to make payments only in the event
of a default by the debtor in accordance with the terms of the instrument that is guaranteed, the
expected loss allowance is the expected payments (o reimburse the holder for 2 credit loss that it
incurs less any amounts that the Entity expects to reccive from the holder, the debtor or any
other party.

[f the Entity has measured the loss allowance for a financial instrument at an amount equal to
lifetime ECL in the previous reporting period, but determines at the current reporting date that
the conditions for lifetime ECL arc no langer met, the Entity measures the loss ailowance at an
amount equal to 12-month ECL at the current reporting date, except for assets for which
simplified approach was used.
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The Entity recognizes an impairment gain or loss in profit or loss for all financial instruments
with a corresponding adjustment to their carrying amcunt through a loss allowanee account,
except for investments in debt instruments that are moeasured at FVTOCI, for which the loss
atlowance is recognized in other comprechensive income and accumulated in the investment
revaluation reserve, and docs not reduce the carrying amount of the financial asset in the
statement of financial position,

Derecognition of financial assers

The Entity derceognizes a financial asset only when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Entity neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the transferred assct, the Entity recognizes its
retained interest in the asset and an associated liability for zmounts it may have to pay. Ifthe Entity
retains substantially all the risks and rewards of ownership of a transferred financial asset, the Entity
continues to recognize the financial asset and also recognizes a collateralized borrowing for the
proceeds received,

On derecognition of a financial asset measwred at amortized cost, the diffcrence between the asset’s
carrying amount and the sum of the consideration received and receivable is recognized in profit or
loss, In addition, on derecognition of an investment in a debt instrument classified as at FVTOCI, the
cumulative gain or loss previously accumulated in the investments revaluation reserve is reclassified to
profit or loss, In cantrast, on derecognition of an investment in equity instrurnent which the Entity has
elected on initial recognition to measure-at FVTOC, the cumulative gain or loss previously
accumulated in the investments revaluation reserve is not reclassificd to profit or loss, but is
trans{erred to retained earnings

Prepuid expenses

Prepaid expcnses are measured at the amount of cash paid and recognized as assets from the date in
which the payment is made. They are recognized in profit or loss during the period in which the related
services are received or the goods are used. They ave classificd as short-term or long-term depending
on whether the period of use of the services or goods goes beyond 12 months.

FPlant and equipment

Plant and equipment are initially recognized at cost and subsequently at cost less accumulated
depreciation and any accumulated impairment losscs.

Depreciation is recognized so as to write off the cost of the assets less their residual values over their
usetul lives, using the straight-line method. The cstimated vseful lives, residual values and
depreciation method are reviewed at the end of each reporting period, with the effect of any changes in
such estimates accounted for on a prospective basis,

An item of plant and equipment is derecognized upon disposal or when no future economic benefits
are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or
retirement of an jtem of plant and equipment is determined as the difference between the sale proceeds
and the carrying amount of the asset 2nd it is recognized in profit or loss.

Depreciation is calculated using the straight-line method based on the estimated uscful lives of the
related asscts, as follows:

Averape years
Leasehold improvements 3
Plant and equipment 10
5

Computers

Leasehold improvements are amortized over the shorter of cither their useful life or the lease term.
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Software

Costs incurred in the development phase that meet certain requirements and that the Entity has
determined will have future economic benefits are capitalized and amortized using the straight-line-
method over their estimated useful lives, Disbursements that do not meet such requirements, as well as
research cost, are recorded in profit or loss of the peried in which they are incuned.

Leasing

Leases are classified as finance leascs whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases arc classified as operating leases.

Assets held under finance leases are initially recognized as assets of the Entity at their fair vzlue at the
inception of the lease or, if lower, at the present valuc of the minimum lease payments. The
corresponding liability to the lessor is included in the consolidated statement of financial posilion as a

finance lease obligation.

Leasc payments arc apportioned between finance expenses and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining balance of the liability. Finance expenses arc
recognized immediately in profit or loss, unless they are directly attributable to qualifying assets, in
which case they are capitalized in accordance with the Entity’s general policy on borrowing costs
Contingent rentals are recognized as expenscs in the periods in which they are incurred.

Operating lease payments are recognized as an expense ona straight-line basis over the lease term,
except where another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed. Contingent rentals arising under operating leases are
recognized as an expense in the period in which they are incurred.

Foreign currencies

In preparing the financial statements of esch individual group cntity, transactions in currencies other
than the Entity’s functional currency (Colén - Costa Rica) are recognized at the rates of exchange
prevailing at the dates of the transactions. At the end of each reperting period, manetary items
denominated in foreign currencies are retranslated at the rates prevailing ar that date. Nen-menetary
items carried at fair value that are denominated in foreign currencies are restated at the prevailing rates
to the date when the fair value was determined. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not restated

For the purposes of presenting consolidated financial stazements, the asscts and Habilities of the
Entity’s foreign operations are translated to American dollars using exchange rates prevailing at the

end of each reporting period. Income and expense items are translated af the dates cf the transactions
are used. Exchange differences arising, if any, are recogaized in other comprehensive income.

Financial liabilities and equity instruments

{0 Classification as debt or equity

Debt and equily instruments issued are classified as either inancial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of o financial
liability and an equity instrument.

(i}  Finapcial liabilities

Financial liabilities are classified as either financial liabilities ‘at FVTPL’ ar *other financial
lizbilities’,

(i)  Other financial liabilities

Other financial labilities (including loans) are subsequently measured at amertized cost using
the effective interest method.
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The effective interest method is a method for calculating the amortized cost of a financial
liability and for allocating interest expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments (including all fees and points
paid or received that form an integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected lifc of the financial liability, or (where
apprepriate) a shorter period, to the net carrying amount on initial recognition.

(ivy  Derecognition of financiat liabilities

The Entity derecognizes financial liabilities when, and only when, the Entity’s obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the
financial liability derccognized and the consideration paid and payable is recognized in profit or
loss.

(v} Offset

Financial assets and liabilities are subject to offset and the net amount is shown in the financial
status statement only when the Entity has a legal right to offset the amounts and its purpose is to
carry out liquidation on a net basis cr to simultaneously realize the asset and liquidate the
liability.

Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a result of
a past event, when it is probable that the Entity will be required to settle the obligation, and when a
reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required ‘o settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
associated with the obligation. When a nrovision is measured using the cash flows estimated to scttle
the present obligation, its carrying amount is the present value of those cash flows (when the effect of
the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered
from a third party, a reccivable is recognized as an asset if it [s virtually certain that reimbursement
will be received and the amount of the reccivable can be measured reliably.

Income taxes

The Entity is not a taxpayer of Income Taxes (ISR), so the Entity only pay taxes on the remaining
distributable or ftems that are considered as such, therefore, no deferred income tax is recognized
according to 1AS 12, Income Taxes, as a non-profit organization purposes.

Revenue recognition
Services

Revenue is converted inte the fair vaiue of the consideration received in the sale of goods or services
in the normal course of operations, which occurs when the control has been transferred to customers a
change in: consideration to the quality of the Entity consider having the right to change said goods or
services,

Rovaliies

Are recognized as they are accrued in accordance with the substance of the relevant agreement
{provided that it is likely that the economic benefits will flow to the Entity and the income can be
reliably measured). Royalties dstermined over a period of time are recognized using the straight-line
method over the term of the agreement, Royalty agreements that are based on production, sales and
other measurements are recognized by reference to the underlying agreement,
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1. Statement of Cash Flows

The Entity reports cash flows for investment transactions using the indirect method whereby the prefit
orloss is adjusted for the effects of transactions a nature different than cash, any deferral of inflow or
outflow of cash for past or future accumulation or entries of income or cxpenses associated with cash
flows from investment or {inancing activities.

4, Critical accounting judgments and key sources of uncertainty estimation.

In the application of the Entity’s accounting policies, which are described in Note 3, the Entity’s management
is required to make judgments, estimatcs and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and associated assumptions arg based on

historical experience and other factors that are considered to be relevant. Actual results may differ from these

estimates.

The estimates and underlying assumptions arc reviewed on an ongoing basis. Revisjons to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects beth current and future periods.

a. Critical uccounting judgmenis when applying accounting policies

As of December 31, 2018 there were no critical accounting judgments identify when applying
accounting policies.

b. Key sources of uncertainty estimatiol.

The following are the key assumptions about the future, and other key sources of estimation
uneertainty at the end of the reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial ycar.

i. Furniture and equipnrent

The Entity determines the useful lives and residual values of its furniture and equipment based
on its experience and the advice of internal specialists.

ii. Impairment festing

The Entity is required Lo test its definite uscful live long-lived assets for impairment when there
are indicators that an impairment loss has occurred and to test its indefinite useful live assets
and other intangible assets, at least on an annual basis. To caleulate impairment losses of long-
lived assets in use, it is necessary to determine the asset’s recoverable amount. Recoverable
amount is defined as the higher of the asset’s fair valug les cost to sell or its value in use, which
is the present value of the future cash flows expected to be derived from the asset. Determining
whether goodwill is impaired requires an estimation of the value-in use of the cash-generating
units to which goodwill has been allocated. The value-in use calculation req uires management
to estimate the present value of the future cash flows expected to arise from the cash-generating
unit, determined using a suitable discount.

5. Cash

For the purposes of the consolidated statement of cash flows, the cash include cash an hand and in banks, net
of outstanding bank overdrafts,
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6. Other account receivable

2018 2017

Accounts receivables $ 149,368 ) 668,835

Other accounts receivables 7,715 6,147

Recoverable income taxes 19,949 17.771

b 177,232 S 692,753
7. Furniture and equipment
2018 zmn7

Gross investment at cost:

Leasehold improvements S 8,100 & 8,100
Furniture and equipment 47,230 48,522
Computers 29.600 27.806

Gross investment b 84,930 3 34,428

Accumulated depreciation:

Leasehold improvements $ (8,100) % (6,032)
Furniture and equipment {14,489) {10,436)
Computers {20,084) (14.697)

Aceumulated depreciation ' i) (42673 S (31.215)
Net investment;
Lzasehold improvements $ - b3 2,068
Furniture and equipment 32,741 38,036
Computers 9516 13,1409
Total furniturs and equipment - Net S 42,257 £ 53213
a, The rell forward of the net bock value of furniture and equipment is as it follows:
Buitdings and
leuschuld Furniture and Total furnitere and
improvements equipment Computers equipment
Balance at the
beginning of 2017 5 3,828 3 45,965 $ 17,629 5 67,422
Additions 1,383 - 1,318 2,703
Disposals - (3,756) (1,011) {4,767}
Depreciation (3,145) (4,727) {5,237} {13,109)
Eliminated on
disposals of assets - 554 410 964
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Buildings uad

lensehold Furniture and Total furniture and
impraovements equipmitnt Cuamputers cquipment
Balance as of
December 31, 2017 2,068 38,036 13,109 53,213
Additions - - [,794 1,794
Disposals - (587) “ {587)
Depreciation {2,008) (5,047 (5,387) (12,502)
Eliminated on
disposals of asscts - 339 - 339
Balance as.of
December 31, 2018 i - . o 32,741 s 2516 3 42,257

Depreciation expense is presented in the operating expenses line items in the consolidated statements
of activities. During the years ended December 31, 2018 and 2017, there were no impairment losses
recognized,

8. Consolidation of subsidiary
The subsidiary listed below is a company incorporated in Mexico with operations in Costa Rica.

The ownership interest and voting power held by the Entity in its direct subsidiary is as follows:

Ohwaership Owneeship
Entity 2018 2017 Activity
A non-profit company working in favor
Red de Agricultura of biodiversity conservation and rural
Sostenible CR §. A, 100.00% 100.00% devclopment.

All intercompany 2ssets and liakilities, equity, income, expenses and cash flows relating to transactions
between members of the Entity are eliminated in full on consolidation.

8. Accrued expenses and taxes
2018 2017
Taxes payable - mainly ISR $ 9,970 5 4,765
Accrued operating cxpenscs 59,583 50518
b 69,553 b 64,283

10.  Finaacial instruments
a. Categories of financial instraments:
The Entity recognizes all of the assets or liabilities arising from operations with derivative [inancial
instruments in the balance sheet at fair vaiuc, regardless of the purpose for which they are held. The

Entity's general strategy has not been modified this year. The Entity's general strategy has not been
medificd this year.
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The main financial instruments of the Entity as presented in the consolidated financial
statements are the following;

2018 2017
i Cash $ 3,142,868 8 3,118,135
ii. Other accounts receivables 177,232 23,918
iti.  Trade accounts payable 2,904 9334
During the year there were no reclassifications of financial instruments between categories.
a. Liquidity risk management:
If the Entity is unable to raise additional debt or equity, its results of operations could suffer.
The Entity closely monitors the maturity of its liabilities and the cash needs of its operations. It
prepares and provides a detailed cash flow analysis on a quarterly basis and presents it to its
General Assembly. Decisions are made to obtain new financing or limit cash investments in
order to maintain a healthy projected cash balance.
Meore than 1 year and
Less than 1 year less than 5 years More than 5 years
Trade accounts payable $ 2904 § - by -
Transactions with related parties
Balances and transactions between the Entity and its subsidiary, which are related parties of the Entity,
have been eliminated on consolidation and are not disclosed in this note. Details of transactions
between the Entity and other related parties are disclosed below.
a. Transactions with related parties during the years, carried out in the ordinary course of business,
were as follows:
2018 2017
Revenue;
Royalties 3 - $ 2,596,452
Completion contract Rain Forest Aliance 506,547 470,681
Reimbursement $ - 4.344
Expenses:
Reimbursement 104,120 167,031
The above transactions with related parties were performed with the usual listed prices of the
Entity.
Operating expenses
a. Operating expenses are as follows:
2018 2017
Fees $ 582,094 § 794,639
Employee benefits 686,207 737,324
Travel expenses 37,263 108,353
Insurance 57.655 67,081

Rental expense 34,225 35914



2018 2017

Subscriptions 5,044 16,692
Depreciation and amortization 13,042 13,210
Telecommunication 449 9,833
Maintenance 378 11,223
Bank commissions 4,037 5,326
Other operating expenses 56,399 32,015

Total operating expenses b 1,476,793 % 1.831.610

Income taxes

In accordance with article 79, section XII of Income Taxes Law, the Entity is not a contributor. The
Entity may be subject to the payment of income taxes only for non-deductible expenses incurred and by
received income from activities other than those which was authorized.

Income taxes in other countries, for Red de Agricultura Sostenible in Costa Rica calculate their
mdividual income taxes, according to the regulations of that country. The income tax generated at
December 31, 2018 and 2017 was of $14,183 and $15,320, respectively.

Contingent

The Entity, as well as its assets, is not subject to any legal action other than these of a routine nature
proper to its activity.

In accordance with current tax legislation, the authorities have the power to review up 1o five fiscal
years prior to the last income tax return filed.

In regards of transactions with related parties, the Entity is in the process of obtaining the information
and / or evidence that demonstrate that it determined its cumulative income and its authorized
deductions, considering the prices and the amounts of the considerations that were used with or
between related parties in comparable operations, as established in section IX and XII of article 76 of
the Ley de Impasto sobre la Renta related to the year 2018.

Authorization to issue the consolidated financial statements
On May 24th, 2019, the issuance of the consolidated financial statements was authorized by
Geovanna Rojas Flores the Entity’s Administrative and Finance Manager. These consolidated financial

statements are subject to the approval the General Assembly, which may decide to modify such
consolidated financial statements according to the Mexican General Corporate Law.
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