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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of
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Report on the financial statements

We have audited the accompanying financial statements of Guerrero Ventures Inc. (formerly Inlet Resources Ltd.) which
comprise the statements of financial position as at December 31, 2014 and 2013, and the statements of comprehensive loss,
statements of cash flows, and statements of changes in equity for the years then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in
accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Guerrero Ventures Inc
(formerly Inlet Resources Ltd.) as at December 31, 2014 and 2013, and its financial performance and its cash flows for the
years then ended in accordance with International Financial Reporting Standards.

Emphasis of matter

Without qualifying our opinion, we draw attention to Note 1 in the consolidated financial statements which describes matters and

conditions that indicate the existence of a material uncertainty that may cast significant doubt about the Company’s ability to
continue as a going concern.

Vancouver, Canada “Morgan & Company LLP”

April 22, 2015 Chartered Accountants
\[ PO Box 10007, 1488 — 700 West Georgia Street, Vancouver, British Columbia, Canada V7Y 1A1 . ﬁ .
AS K Tel: (604) 687 — 5841 Fax: (604) 687 — 0075 Email: info@morgancollp.com 1



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Expressed in Canadian dollars)

DECEMBER 31
2014 2013

ASSETS
Current

Cash $ 795,000 $ 1,618,155

Amounts receivable (Note 10) 40,065 -

Prepaid expenses 22,784 5,987

GST receivable 9,011 4,588
Total Current Assets 866,860 1,628,730
Value Added Taxes Receivable 197,796 -
Exploration and Evaluation Assets (Note 6) 4,809,129 242,026
Total Assets $ 5,873,785 $ 1,870,756
LIABILITIES
Current

Accounts payable and accrued liabilities $ 47,496 $ 40,112

Note payable (Notes 7 & 10) 101,644 -
Total Liabilities 149,140 40,112
EQUITY
Share Capital (Note 8) 21,457,421 16,172,798
Reserves 1,048,643 368,792
Deficit (16,781,419) (14,710,946)

5,724,645 1,830,644

Total Liabilities and Equity $ 5,873,785 $ 1,870,756

These consolidated financial statements were authorized for issue by the Board of Directors on
April 22, 2015. They are signed on behalf of the Board of Directors by:

“David Baker”

Director

“Earl Terris”

Director

The accompanying notes are an integral part of these financial statements.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(Expressed in Canadian dollars)

YEARS ENDED DECEMBER 31

2014 2013
Expenses
Accretion of note payable (Note 7) $ 5829 §$ -
Consulting and administration fees (Note 10) 99,281 82,000
Foreign exchange loss 40,245 -
Insurance 3,500 -
Management fees (Note 10) 81,000 64,000
Professional fees (Note 10) 292,236 55,752
Property investigation 11,423 15,450
Rent, telephone, office expenses 101,211 144,745
Share-based compensation (Notes 5, 8 & 10) 654,000 -
Shareholders’ communication 204,215 35,248
Transfer agent and filing fees 63,488 18,266
Loss Before Other ltems (1,556,428) (415,461)
Other Items
Derecognition of current liabilities (Note 9) 7,981 -
Transaction cost (Note 5) (280,000) -
Write-off of exploration and evaluation assets (242,026) -
Net Loss And Comprehensive Loss For The Year $ (2,070,473) $ (415,461)
Loss Per Share, Basic And Diluted $ (0.06) $ (0.02)
Weighted Average Common Shares Outstanding
Basic and diluted 33,760,144 17,467,317

The accompanying notes are an integral part of these financial statements.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Expressed in Canadian dollars)

YEARS ENDED DECEMBER 31

2014 2013
Cash Flows Provided By (Used In):
Operating Activities
Net loss for the year $ (2,070,473) $ (415,461)
ltems not involving cash
Accretion 5,829 -
Share-based compensation 654,000 -
De-recognition of current liabilities (7,981) -
Write-off of exploration and evaluation assets 242,026 -
Net changes in non-cash working capital items:
Amounts receivable (40,065) -
Prepaid expenses (16,797) 3,845
Taxes receivable (202,219) (1,561)
Accounts payable and accrued liabilities 148,772 9,179
(1,286,908) (403,998)
Financing Activities
Repayment of note payable (Note 7) (53,333) -
Proceeds from common shares issued (Note 8) 2,134,080 -
2,080,747 -
Investing Activities
Purchase of Citation, net of working capital (Note 5) (20,103) -
Deferred exploration costs (1,596,891) (5,000)
(1,616,994) (5,000)
Decrease In Cash (823,155) (408,998)
Cash, Beginning Of Year 1,618,155 2,027,153
Cash, End Of Year $ 795,000 $ 1,618,155
Supplemental Cash Flow Information
Cash received for interest $ - $ -
Cash paid for income taxes $ - $ -
Cash paid for interest $ - 3 -

The accompanying notes are an integral part of these financial statements.



Balance, December 31, 2012
Net loss for the year

Balance, December 31, 2013

Shares issued for purchase of
Citation shares (Note 5)

Private placement (Note 8)

Share issue costs (Note 8)

Share issue costs (Note 8)

Share-based compensation

(Note 8)

Discount on promissory note

(Note 7)

Net loss for the year

Balance, December 31, 2014

GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

STATEMENTS OF CHANGES IN EQUITY

(Expressed in Canadian dollars, except number of shares)

SHARE CAPITAL RESERVE
SHARE-BASED DEBT

SHARES AMOUNT WARRANTS COMPENSATION  DISCOUNT DEFICIT TOTAL

17,467,317 $ 16,172,798 $ - $ 368,792 $ - $ (14,295,485) $ 2,246,105
- ; - - - (415,461) (415,461)

17,467,317 16,172,798 - 368,792 - (14,710,946) 1,830,644

19,784,644 3,165,543 - - - - 3,165,543

15,000,000 2,250,000 - - - - 2,250,000
- (115,920) - - - - (115,920)
- (15,000) 15,000 - - - -
- - - 654,000 - - 654,000
- - - - 10,851 - 10,851
- - - - - (2,070,473) (2,070,473)

52,251,961 $ 21,457,421 $ 15000 $ 1,022,792 10,851 $ (16,781,419) $ 5,724,645

The accompanying notes are an integral part of these financial statements.



1.

GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

NATURE OF OPERATIONS

Guerrero Ventures Inc. (“the Company”) was incorporated in British Columbia, Canada.
Effective August 19, 2014, the Company changed its name from Inlet Resources Ltd. to
Guerrero Ventures Inc. The Company’s principal place of business is #3904 — 1077 West
Cordova Street, Vancouver, BC V6C 2C6 and its registered records office is located on the
10" Floor — 595 Howe Street, Vancouver, BC V6C 2T5.

The Company is engaged in the acquisition, exploration, development and subsequent
production relating to mineral properties both in Canada and in Mexico.

At December 31, 2014, the Company had working capital of $717,720 (2013 - $1,588,618).
The Company also had an accumulated deficit of $16,781,419 (2013 - $14,710,946). The
Company is also required to incur certain exploration and evaluation asset expenditures to
maintain its sole optioned mineral property. These conditions may cast significant doubt on
the Company’s ability to continue as a going concern. The consolidated financial
statements do not include any adjustments to the recoverability and classification of
recorded assets, or the amounts of, and classification of liabilities that would be necessary if
the going concern assumption were not appropriate. Such adjustments could be material.

BASIS OF PRESENTATION
Statement of Compliance

These financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) issued by the International Accounting Standards Board
(IASB”) and Interpretations of the International Financial Reporting Interpretations
Committee (“IFRIC”) applicable to the preparation of annual financial statements.

Basis of Measurement

These financial statements have been prepared on a historical cost basis, modified by the
revaluation of available-for-sale financial assets.

Basis of Consolidation

These consolidated financial statements include the financial statements of the Company
and its wholly-owned Canadian subsidiaries, Citation Minerals Inc. and Citation International
Holdings Inc., and its wholly owned Mexican subsidiary, Minera Citation Mexico S.A. de C.V.
The results of the subsidiaries will continue to be included in the consolidated financial
statements of the Company until the date that the Company's control over the subsidiaries
ceases. Control exists when the Company is exposed, or has rights, to variable returns from
its involvement with an entity and has the ability to affect those returns through its power
over the entity. All significant intercompany transactions and balances have been
eliminated.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

2. BASIS OF PRESENTATION (Continued)
Significant Accounting Judgments and Estimates

The preparation of these financial statements in conformity with IFRS requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities
at the date of the financial statements and the reported amounts of expenses during the
reporting period. Significant areas where management’s judgment was applied included,
but are not Ilimited to, asset and investment valuations, contingent liabilities,
decommissioning liabilities, tax provisions and deferred income tax balances. Significant
areas where estimates were applied included inputs used in accounting for share-based
compensation expense and the Company’s cost of capital rate used to discount a
promissory note. These estimates are reviewed periodically, and, as adjustments become
necessary, they are reported in earnings in the period in which they become known. Actual
outcomes could differ from these estimates. The financial statements include estimates
which, by their nature, are uncertain. The impacts of such estimates are pervasive
throughout the financial statements, and may require accounting adjustments based on
future occurrences. Revisions to accounting estimates are recognized in the period in which
the estimate is revised and may affect both the period of revision and future period.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) Cash

Cash consists of cash on hand and demand deposits. Cash equivalents comprise short-
term, highly liquid investments that are readily convertible to known amounts of cash
which are subject to insignificant risk of change and have maturities of three months or
less from the date of acquisition, held for the purpose of meeting short-term cash
commitments rather than for investing or other purposes. The Company did not have
cash equivalents as at December 31, 2014.

b) Exploration and Evaluation Assets

Exploration and evaluation expenditures include the costs associated with exploration
and evaluation activity. Exploration and evaluation expenditures are capitalized as
incurred. Costs incurred before the Company has obtained the legal rights to explore an
area are recognized in profit or loss.

Exploration and evaluation assets are assessed for impairment if (i) sufficient data exists
to determine technical feasibility and commercial viability, and (i) facts and
circumstances suggest that the carrying amount exceeds the recoverable amount.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

b)

Exploration and Evaluation Assets (Continued)

Once the technical feasibility and commercial viability of the extraction of mineral
resources in an area of interest are demonstrable, which management has determined
to be indicated by a feasibility study, exploration and evaluation assets attributable to
that area of interest are first tested for impairment and then reclassified to mining
property and development assets.

Recoverability of the carrying amount of any exploration and evaluation assets is
dependent on successful development and commercial exploitation, or alternatively, sale
of the respective areas of interest.

It is management’s judgment that none of the Company’s exploration and evaluation
assets have reached the development stage and as a result are all considered to be
exploration and evaluation assets. Although the Company has taken steps to verify title
to mineral properties in which it has an interest, in accordance with industry standards
for the current stage of exploration of such properties, these procedures do not
guarantee the Company’s title. Property may be subject to unregistered prior
agreements and non-compliance with regulatory requirements. The Company is not
aware of any disputed claims of title.

Property Option Agreements

The Company may acquire or dispose of properties pursuant to the terms of option
agreements. Due to the fact that options are exercisable entirely at the discretion of the
optionee, the amounts payable or receivable are not recorded; option payments are
recorded as resource property costs or recoveries when the payments are made or
received.

Impairment of Non-Financial Assets

At each financial position reporting date, the carrying amounts of the Company’s assets
are reviewed to determine whether there is any indication that those assets are
impaired. If any such indication exists, the recoverable amount of the assets is
estimated in order to determine the extent of the impairment, if any. Where the asset
does not generate cash flows that are independent from other assets, the Company
estimates the recoverable amount of the cash-generating unit to which the asset
belongs.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

d)

Impairment of Non-Financial Assets (Continued)

An asset’s recoverable amount is the higher of fair value less costs to sell and value in
use. Fair value is determined as the amount that would be obtained from the sale of the
asset in an arm’s length transaction between knowledgeable and willing parties. In
assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. If the recoverable amount of an asset
or cash generating unit is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount and the impairment loss is
recognized in the profit or loss for the period.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or
cash-generating unit) is increased to the revised estimate of its recoverable amount, but
so that the increased carrying amount does not exceed the carrying amount that would
have been determined had no impairment loss been recognized for the asset (or cash-
generating unit) in prior years. A reversal of an impairment loss is recognized
immediately in profit or loss.

Decommissioning Liabilities

A legal or constructive obligation to incur restoration, rehabilitation and environmental
costs may arise when environmental disturbance is caused by the exploration,
development or ongoing production of a mineral property interest. Such costs arising
from the decommissioning of plant and other site preparation work, discounted to their
net present value, are provided for and capitalized at the start of each project to the
carrying amount of the asset, as soon as the obligation to incur such costs arises. A pre-
tax discount rate that reflects the time value of money and the risks specific to the
liability are used to calculate the net present value of the expected future cash flows.
These costs are charged to the statement of loss over the economic life of the related
asset, through depreciation expense using either the unit-of-production or the straight-
line method as appropriate. The related liability is progressively increased each period
as the effect of discounting unwinds, creating an expense recognized in the statement of
loss. The liability is assessed at each reporting date for changes to the current market
based discount rate, amount or timing of the underlying cash flows needed to settle the
obligation.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

Decommissioning Liabilities (Continued)

Costs for restoration of subsequent site damage which is created on an ongoing basis
during production are provided for at their net present values and charged against profits
as extraction progresses.

The Company has no material restoration, rehabilitation and environmental costs as the
disturbance to date is minimal.

Share-based Payments

The share option plan allows Company employees and consultants to acquire shares of
the Company. The fair value of options granted is recognized as an employee or
consultant expense with a corresponding increase in equity.

The fair value for share purchase options granted to employees and consultants are
measured at the grant date and each tranche is recognized using the accelerated
method basis over the period during which the share purchase options vest. The fair
value of the share purchase options granted are measured using the Black-Scholes
option pricing model, taking into account the terms and conditions upon which the share
purchase options were granted.

At each financial position reporting date, the amount recognized is adjusted to reflect the
actual number of share purchase options that are expected to vest.

Fair Value of Warrants

Proceeds from unit placements are allocated between shares and warrants issued
according to their relative fair values using the residual method to determine the fair
value of warrants issued. Warrants issued to brokers are evaluated using the Black-
Scholes Model.

Income Taxes

Income tax expense comprises of current and deferred tax. Current tax and deferred tax
are recognized in net income except to the extent that it relates to a business
combination or items recognized directly in equity or in other comprehensive income or
loss.

Current income taxes are recognized for the estimated income taxes payable or
receivable on taxable income or loss for the current year and any adjustment to income
taxes payable in respect of previous years. Current income taxes are determined using
tax rates and tax laws that have been enacted or substantively enacted by the year-end
date.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Income Taxes (Continued)

Deferred tax assets and liabilities are recognized where the carrying amount of an asset
or liability differs from its tax base, except for taxable temporary differences arising on
the initial recognition of goodwill and temporary differences arising on the initial
recognition of an asset or liability in a transaction which is not a business combination
and at the time of the transaction affects neither accounting nor taxable profit or loss.

Recognition of deferred tax assets for unused tax losses, tax credits and deductible
temporary differences is restricted to those instances where it is probable that future
taxable profit will be available against which the deferred tax asset can be utilized. At the
end of each reporting period the Company reassesses unrecognized deferred tax
assets. The Company recognizes a previously unrecognized deferred tax asset to the
extent that it has become probable that future taxable profit will allow the deferred tax
asset to be recovered.

Income and Loss Per Common Share

Basic income and loss per share is computed by dividing the net income and loss by the
weighted average number of common shares outstanding during the year. The diluted
income and loss per share reflects the potential dilution of common share equivalents,
such as outstanding stock options and share purchase warrants, in the weighted
average number of common shares outstanding during the year, if dilutive. The “treasury
stock method” is used for the assumed proceeds upon the exercise of the stock options
and warrants that are used to purchase common shares at the average market price
during the period. During the year ended December 31, 2014, all of the outstanding
stock options and warrants were anti-dilutive.

Foreign Currency Transactions

The financial statements for the Company and each of its subsidiaries are prepared
using their functional currencies. Functional currency is the currency of the primary
economic environment in which an entity operates. The functional currency of the
Company and its Canadian subsidiaries, Citation Minerals Inc. and Citation International
Holdings Inc., is the Canadian dollar; and the functional currency of the Company’s
subsidiary Minera Citation Mexico S.A de C.V is the U.S. dollar. The presentation
currency of the Company is the Canadian dollar.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

j)

Foreign Currency Transactions (Continued)

Transactions denominated in foreign currencies are translated into Canadian dollars,
using the rates of exchange prevailing at the dates of the transactions. At each reporting
date, monetary assets and liabilities are translated at current rates of exchange and non-
monetary assets and liabilities are translated at historical rates of exchange. Revenues
and expenses are translated at average rates of exchange for the period, except for
amortization and depletion which are translated at rates in effect when the related assets
were acquired. All exchange gains and losses are recognized in the statement of
operations.

Changes in Accounting Policies and Disclosures

The following new accounting standards were effective for all annual periods beginning
on or after January 1, 2014 and were adopted by the Company on January 1, 2014. The
new standards and interpretations had no significant impact on the Company’s
consolidated financial statements:

IAS 32: Offsetting Financial Assets and Financial Liabilities (Amended) clarifies the
offsetting criteria in IAS 32 by explaining when an entity currently has a legally
enforceable right to set-off and when gross settlement is equivalent to net settlement.
The amendments are effective for annual periods beginning on or after January 1, 2014.

Accounting Standards and Amendments Issued Not Yet Effective

The following standards and interpretations have not been in effect as they will only be
applied for the first time in future periods. They may result in consequential changes to
the accounting policies and other note disclosures. The Company has not yet assessed
the impacts of the standards or determined whether it will adopt the standards early.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1)

Accounting Standards and Amendments Issued Not Yet Effective (Continued)

IFRS 10, Consolidated Financial Statements, and IAS 28, Investments in Associates and
Joint Ventures (2011) (Amendment)

On September 11, 2014, the IASB issued narrow-scope amendments to IFRS 10,
Consolidated Financial Statements, and IAS 28, Investments in Associates and Joint
Ventures (2011). The amendments address an acknowledged inconsistency between
the requirements in IFRS 10 and those in IAS 28 (2011), in dealing with the sale or
contribution of assets between an investor and its associate or joint venture. The main
consequence of the amendments is that a full gain or loss is recognized when a
transaction involves a business. A partial gain or loss is recognized when a transaction
involves assets that do not constitute a business, even if these assets are housed in a
subsidiary. The amendments will be effective from annual periods commencing on or
after January 1, 2016.

IFRS 11 Joint Arrangements (Amendment)

The amendment to IFRS 11 Joint Arrangements adds new guidance on how to account
for the acquisition of an interest in a joint operation that constitutes a business. The
amendments specify the appropriate accounting treatment for such acquisitions. The
amendments are effective for annual periods beginning on or after January 1, 2016, with
earlier application permitted. Transactions before the adoption date are grandfathered.

IFRS 9 — Financial Instruments

IFRS 9 Financial Instruments is part of the IASB’s wider project to replace IAS 39
Financial Instruments: Recognition and Measurement. IFRS 9 retains but simplifies the
mixed measurement model and establishes two primary measurement categories for
financial assets: amortized cost and fair value. The basis of classification depends on
the entity’s business model and the contractual cash flow characteristics of the financial
asset. The standard is effective for annual periods beginning on or after January 1,
2018. The Company has yet to assess the full impact of IFRS 9.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

FINANCIAL INSTRUMENTS

a)

b)

Designations

The Company’s financial instruments consist of cash, amounts receivable, and accounts
payable and accrued liabilities.

Cash is designated as held-for-trading; amounts receivable as loans and receivables;
and accounts payable and accrued liabilities as other financial liabilities.

Fair Value
The three levels of the fair value hierarchy are:

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities

Level 2 - Inputs other than quoted prices that are observable for the asset or liability
either directly or indirectly; and

Level 3 — Inputs that are not based on observable market data.

The Company has no assets or liabilities subject to fair value measurement on a
recurring basis.

AS AT AS AT
FAIR VALUE DECEMBER 31, 2014 DECEMBER 31, 2013
INPUT CARRYING ESTIMATED CARRYING ESTIMATED
LEVEL AMOUNT FAIR VALUE AMOUNT FAIR VALUE
Financial Assets:
Cash 1 $ 795000 $ 795000 $ 1,618,155 $ 1,618,155
Amounts receivable 2 $ 40,065 $ 40,065 $ - % -
Financial Liabilities:
Accounts payable and
accrued liabilities 2 $ 47,496 $ 47,496 $ 40,112 $ 40,112
Note payable 2 $ 101644 $ 101644 $ - $ -

Due to the relatively short term nature of cash, amounts receivable, accounts payable
and accrued liabilities, and note payable, the fair value of these instruments
approximates their carrying value.



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

4. FINANCIAL INSTRUMENTS (Continued)

c)

d)

Risk Management

The Company thoroughly examines the various financial instrument risks to which it is
exposed and assesses the impact and likelihood of those risks. These risks may include
currency, credit, interest rate and liquidity risks. Where material, these risks are reviewed
and monitored by the Board of Directors.

Credit Risk

The Company’s credit risk is primarily attributable to cash. Cash is held in a reputable
Canadian bank which is closely monitored by management. Management believes that
the credit risk concentration with respect to financial instruments included in cash is
minimal. The Company periodically monitors the investments it makes and is satisfied
with the credit ratings of its banks.

Interest Rate Risk

Interest rate risk is the risk that the fair value of future cash flows of a financial
instrument will fluctuate due to changes in market interest rates. Our interest rate risk
mainly arises from the interest rate impact on our cash. A change in interest rate would
have a minimal effect on the profitability of the Company.

Liquidity Risk

The Company’s approach to managing liquidity risk is to ensure that it will have sufficient
liquidity to meet liabilities when due. As at December 31, 2014, the Company held cash
of $795,000 and had current liabilities of $149,140. All of the Company’s current
liabilities have contractual maturities of less than 30 days and were subject to normal
trade terms. Liquidity risk is assessed as minimal.

Comprehensive income

A statement of comprehensive income (loss) forms part of the Company’s financial
statements and displays current period net income and other comprehensive income
(loss). Other comprehensive income consists of unrealized gains on available-for-sale
financial assets. The cumulative changes in other comprehensive income are included in
accumulated other comprehensive income within shareholders’ equity in the
consolidated balance sheet. Upon disposition of the available-for-sale financial assets,
the accumulated other comprehensive income (loss) has been reclassified as realized
gain (loss) and included in net income (loss).



GUERRERO VENTURES INC.
(Formerly Inlet Resources Ltd.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

(Expressed in Canadian Dollars)

5. ACQUISITION

On July 8, 2014, the Company completed a Plan of Arrangement (the “Arrangement”),
whereby the Company acquired all of the issued and outstanding share in the capital of
Citation Resources Inc. (“Citation”). The Arrangement was approved by the shareholders of
Citation on June 30, 2014 and approved by the Supreme Court of British Columbia on July
3,2014.

Pursuant to the terms of the Arrangement, shareholders of Citation received one-half of one
common share of the Company for each one Citation share held. In addition, two former
directors of Citation were elected as directors of the Company.

As a result of the acquisition, the Company issued total of 19,784,644 common shares for
the 39,569,287 common shares of Citation that were outstanding immediately prior the
effective time of the Arrangement. Citation shares were delisted from the TSX Venture
Exchange on the close of business on July 8, 2014.

All previously outstanding stock options of Citation were exchanged for options to acquire
common shares of the Company at an exchange ratio of one-half of one common share of
the Company for each one Citation share to which such holder was previously entitled, for
the same consideration. Citation had 2,848,000 options (“Citation Options”) outstanding
immediately prior the effective time of the Arrangement (Note 8).

In connection with the Arrangement, the Company incurred transaction costs of $280,000 of
which $120,000 was paid in cash and an issuance of a $160,000 promissory note on July 8,
2014 pursuant to Citation’s Change of Control Agreements with Citation’s directors and
officers (Note 7).

On July 8, 2014, Citation was amalgamated with a wholly owned subsidiary of the Company
under the name “Citation Minerals Inc.”.

The transaction has been accounted for as a business acquisition, as the Company and
Citation both meet the definition of a business under IFRS 3.

The following summarizes the major classes of consideration transferred, and the
recognized amounts of assets acquired and liabilities assumed at the acquisition date:

Purchase consideration:

Issuance of 19,784,644 common share of the Company $ 3,165,543
Preliminary purchase price allocation:

Cash 33,418

Non-cash net working capital (deficit) (563,521)

Mineral property interest 3,185,646
Net identifiable assets acquired $ 3,165,543

The value of the share consideration for the Company’s common stock was based on the
closing price of $0.16 on July 8, 2014.
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6. EXPLORATION AND EVALUATION ASSETS

Biricu Property

The Company, through its recently acquired subsidiary, Citation Minerals Inc., has an option
agreement with Esperanza Resources Corp. (a subsidiary of Alamos Gold Inc.) to acquire a
100% interest in the Biricu Project mineral exploration concession located in Guerrero State,
Mexico. The Biricu Project comprises more than 41,000 hectares of highly prospective
ground that management believes lies along direct on-strike extent of five skarn deposits in
the Guerrero Gold Belt (El Limon-Los Guajes - Torex Gold Resources Inc.; Bermejal, Los
Filos, and Nukay — Goldcorp Inc., Ana Paula — Newstrike Capital Inc.).

On December 22, 2011, Citation executed an option agreement with Esperanza Resources
Corp. (“Esperanza”, acquired by Alamos Gold Inc.) to acquire Esperanza’s 100% interest in
the Biricu mineral exploration concessions located in Guerrero State, Mexico. Citation made
a cash payment of $20,000 upon execution of the option agreement and pursuant to the
option agreement over four years is required to: i) issue 1,050,000 common shares in
Citation to Esperanza, including 250,000 on or before each of December 22, 2012 (issued at
a fair value of $22,500) and 2013 (issued at a fair value of $5,000) and 275,000 on or before
each of December 22, 2014 and 2015 (both issued at a total fair value of $44,000); and ii)
complete total exploration expenditures of $4,000,000 over a four year period as follows:
$250,000 on or before December 22, 2012 (completed), an additional $500,000 on or before
December 22, 2013 (completed), an additional $1,000,000 on or before December 22, 2014
(completed) and the remaining $2,250,000 on or before December 22, 2015. As at
December 31, 2014, the Company incurred $2,831,499 in applicable exploration
expenditures.

Esperanza is to be granted a 2% net smelter royalty on all metals recovered from the
property and be paid within six months of the Company receiving a bankable feasibility
study on the property a resource payment equal to Cdn$10.00 per ounce of gold resource
estimated in the bankable feasibility study, which sum will be payable in cash or, at the
Company’s election, satisfied by the issuance of common shares.

On February 6, 2012, Citation issued 250,000 common shares (fair value of $42,500) that
was payable with respect to a finder’s fee in connection with the transaction.
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6. EXPLORATION AND EVALUATION ASSETS (Continued)

Biricu Property (Continued)

Costs incurred on Biricu Property to date include:

Balance, July 8, 2014 (Note 5) $ 3,185,646
Deferred exploration costs
Analytical work 50,571
Consulting services 18,836
Contractor services 123,914
Drilling 942,433
Field equipment 3,312
Field supplies 9,374
Geological Info 4,270
Geophysics 225,984
Legal 7,731
Logistics 161,964
Storage and rent 125
Taxes & licenses 52,662
Travel and accommodation 22,307
1,623,483
Balance, December 31, 2014 $ 4,809,129

Broken Hill-Leo Property

The Company holds an option agreement with Monster Uranium Corp. (“Monster”) to
acquire a 50% interest in the Broken Hill-Leo property which comprises 56 mineral claims
(133 claim units), located approximately 150 kilometers north-east of Kamloops, British
Columbia. The Company may earn a 50% interest in Broken Hill-Leo property by incurring
50% of the $125,000 required work program expenditures (incurred as of December 31,
2008) and funding 50% of the advance royalty payments of $5,000 each subsequent year to
the optionor until a total $100,000 (total $25,000 paid) has been paid.

During the year ended December 31, 2014, the Company wrote off the property due to
unfavorable changes in the project economics and recognized a $242,026 loss in the
statement of comprehensive loss.

All claims are subject to a 2% net smelter returns royalty in favour of the optionor.
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6. EXPLORATION AND EVALUATION ASSETS (Continued)

Broken Hill-Leo Property (Continued)

Costs incurred to date include:

December 31, December 31, December 31,
2012 Additions 2013 Additions 2014

Claims and maintenance $ 34634 $ 5,000 $ 39634 $ - $ 39,634
Drilling and field work 61,440 - 61,440 - 61,440
Equipment rental 11,775 - 11,775 - 11,775
Geological consulting 93,768 - 93,768 - 93,768
Reports 19,218 - 19,218 - 19,218
Supplies and sampling 14,641 - 14,641 - 14,641
Other 20,326 - 20,326 - 20,326

255,802 5,000 260,802 - 260,802
Write-off - - - - (242,026)
Tax credits (18,776) - (18,776) - (18,776)
Total mineral property

deferred costs $ 237,026 $ 5,000 $ 242,026 $ - $

7. NOTE PAYABLE

On July 8, 2014 the Company issued a $160,000 promissory note payable to a director of
Citation that is non-interest bearing, requires equal monthly installments of $8,889 for a
period of 18 months and is due on January 1, 2016. The promissory note was discounted
at a 9% interest rate and $10,851 was recorded as a reserve and is being deferred
and amortized over the term of the loan. For the year ended December 31, 2014, $5,829
(2013 - $Nil) was expensed as non-cash accretion pertaining to this promissory note. As at
December 31, 2014, $53,333 of the promissory note was paid and $106,667 is outstanding,
of which $5,023 is attributable to accretion.

8. SHARE CAPITAL
a) Authorized

Unlimited number of common shares without par value.
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SHARE CAPITAL (Continued)

b) Issued Share Capital

On July 8, 2014, the Company issued 19,784,644 common shares in connection with the
acquisition for the 39,569,387 common shares of Citation at a fair value of $0.16 per
common share, equal to the closing market price of the Company’s shares, for total
value of $3,165,543 (Note 5).

On July 22, 2014, the Company closed a non-brokered private placement consisting of
the issuance of 15,000,000 units at a price of $0.15 per unit for gross proceeds of
$2,250,000. Each unit is comprised of one common share of the Company and one
transferable share purchase warrant, entitling the holder to purchase one additional
common share of the Company at a price of $0.25 per warrant share until July 17, 2015.
The Company paid cash finders’ fees totaling $115,920 and issued a total of 884,800
non-transferable finders’ warrants having the same terms as the subscribers’ warrants.

Incentive Stock Options

The Company has a fixed stock option plan whereby a maximum of 10% of the issued
shares may be reserved for issuance.

A summary of the Company’s outstanding stock options as of December 31, 2014 and
the changes during the period are presented below:

Number of Exercise Expiry Date
Options Price

Outstanding at December 31, 2012 and 2013
Granted for exchanging of Citation stock options 280,000 $0.24 July 13, 2016
Granted for exchanging of Citation stock options 569,000 $0.40  Nov. 25,2016
Granted for exchanging of Citation stock options 50,000 $0.44 March 13, 2017
Granted for exchanging of Citation stock options 225,000 $0.21 Dec. 7, 2017
Granted for exchanging of Citation stock options 300,000 $0.20 May 2, 2018
Granted 3,500,000 $0.16  Aug. 20, 2019

Outstanding_; at December 31, 2014 4,924,000
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8. SHARE CAPITAL (Continued)

c)

Incentive Stock Options (Continued)

On July 8, 2014, as a result of the acquisition (Note 5), the Company granted
1,424,000 stock options to previously Citation stock option holders for exchanging
all previously outstanding 2,848,000 stock options of Citation. The fair value of the
stock options granted of $134,000 was recorded as share-based compensation in
the statements of comprehensive loss and included in reserves. The following
assumptions were used for the Black-Scholes valuation of the Citation Options:

Stock price volatility 89 - 95%
Risk-free interest rate 1.12 -1.43%
Expected life of options 2 —3.75 years
Expected dividend yield 0.00%
Forfeiture rate 0%

On August 21, 2014, the Company granted incentive stock options in the
aggregate amount of 3,500,000 to directors, officers, employees, and consultants
at a purchase price of $0.16 per share for a period of five years, expiring on August
20, 2019. The fair value of the stock options granted of $520,000 was recorded as
share-based compensation in the statement of comprehensive loss and included in
reserves. The following assumptions were used for the Black-Scholes valuation of
those stock options:

Stock price volatility 83%
Risk-free interest rate 1.51%
Expected life of options 5 years
Expected dividend yield 0.00%
Forfeiture rate 0%

d) Share Purchase Warrants

A summary of the Company’s outstanding share purchase warrants as of December 31,
2014 and the changes during the period are presented below:

Exercise
Number Price Expiry Date
Outstanding at December 31, 2013 and 2012
Issued through private placement 15,000,000 $0.25 July 17, 2015
Issued as finders’ fees 772,800 $0.25 July 17, 2015

QOutstanding at December 31, 2014 15,772,800
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SHARE CAPITAL (Continued)

d) Share Purchase Warrants (Continued)

On July 22, 2014, as a result of the private placement (Note 7(b) ii) the Company issued
15,000,000 transferable share purchase warrants at a price of $0.25 per warrant share
until July 17, 2015. The Company also issued 772,800 non-transferable finders’
warrants having the same terms as the subscribers’ warrants. The fair value of the
772,800 finders’ warrants of $15,000 was recorded as share issuance cost. The
following assumptions were used for the Black-Scholes valuation of those finders’

warrants:
Stock price volatility 66%
Risk-free interest rate 1.00%
Expected life of options 1 year
Expected dividend yield 0.00%
Forfeiture rate 0%

DERECOGNITION OF CURRENT LIABILITIES

The Company has reviewed its current liabilities that had not been settled as at August 31,
2014 and identified amounts totalling $7,981 (2013 - $Nil) that no longer represented a
present obligation arising from past events and the settlement of which is not expected to
result in an economic outflow of the Company’s resources. This has resulted in the
recording of a non-cash gain on derecognition of these previously recognized liabilities.

RELATED PARTIES

All related party transactions and amounts owing are measured at the exchange amount,
which is the amount of consideration established and agreed to by the related parties.

The Company retains the services of certain directors and officers. Management fees,
consulting fees, and professional fees paid to related parties are as follows:

Key Management Compensation
YEARS ENDED DECEMBER 31

2014 2013
Management fees paid to the President $ 75,000 $ 60,000
Management fees paid to a director 6,000 4,000
Consulting fees paid to a director 15,000 15,000
Consulting fees paid to an officer 47,800 -
Professional fees paid to an officer 33,000 18,000
Share-based compensation paid to directors and officers 459,956 -

Total $ 636,756 S 97,000
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10. RELATED PARTIES (Continued)

11.

Other Amounts Paid to Management
YEARS ENDED DECEMBER 31

2014 2013
Rent paid to the President $ 17,143 §$ 5,714
Equipment rental paid to the President 5,812 5,812
Total $ 22955 $ 11,526

During the year ended December 31 2014, the Company paid $36,000 (2013 - $24,000) in
consulting fees to a company controlled by the spouse of the President.

As described in Note 7, $106,667 in a promissory note payable was due to a director as at
December 31, 2014 (2013 - $Nil).

As at December 31, 2014, $40,065 was receivable from a Company controlled by common
directors (2013 - $Nil).
INCOME TAXES

A reconciliation of the expected income tax (recovery) expense to the actual income tax
expense (benefit) is as follows:

2014 2013
Statutory rates 26% 26%
Expected income tax (recovery) expense at statutory rate  $ (538,000) $ (107,000)
Items not subject to tax 172,000 -
Effect of rate change - (26,000)
Increase (decrease) in valuation allowance 366,000 133,000

Deferred income tax (recovery) expense $ - $ -
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11. INCOME TAXES (Continued)

The components of deferred income taxes are:

2014 2013

Deferred income tax assets:
Non-capital losses carry forwards $ 1,342,000 $ 635,000
Resource deductions 231,000 130,000
Capital losses 65,000 -
Other assets 53,000 3,000
1,691,000 768,000
Valuation allowance 1,691,000 (768,000)
Net deferred income tax asset $ - $ -

The Company has available tax losses of approximately $5,113,000 which may be offset
against future Canadian taxable income. These losses expire as follows:

2015 $ 265,000
2026 244,000
2027 238,000
2028 281,000
2029 631,000
2030 697,000
2031 490,000
2032 159,000
2033 556,000
2014 1,552,000

$ 5,113,000

In addition, the Company has resource related expenditures totaling $886,000 (2013 -
$740,000) which can be carried forward indefinitely to offset future taxable income.

12. SEGMENTED INFORMATION

a) Operating Segment

The Company’s operations are primarily directed towards the acquisition, exploration,
development and subsequent production relating to mineral properties both in Canada
and in Mexico.
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SEGMENTED INFORMATION (Continued)

b) Geographic Segments

The Company’s geographic information for year ended December 31, 2014 is as
follows:
YEARS ENDED DECEMBER 31

2014 2013
Net loss from operations:
Canada $ 2,014,112 $ 415,461
Mexico 56,361

$ 2,070,473 $ 415,461

Identifiable assets

Canada $ 832,772 $ 1,870,756

Mexico 5,041,013 -
$ 5,873,785 $ 1,870,756

CAPITAL MANAGEMENT

The Company manages capital with the goal to safeguard the Company’s ability to
continue as a going concern and ensure its ability to further explore and develop its mineral
property holdings in Canada. The Company includes cash and the components of
shareholders’ equity in the definition of capital.

The Company manages its capital structure and makes adjustments to it, based on the
funds available to the Company, in order to support the acquisition, exploration and
development of mineral properties.

To ensure continued operations, the Company depends on external financing to fund its
activities. The Company manages its capital requirements through the preparation of
annual expenditure budgets, which are updated regularly to take into account factors such
as successful financings to fund activities, changes in property holdings and related
obligations, and exploration activities. The Company is not subject to externally imposed
capital requirements.



