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GLOSSARY OF TERMS

Unless otherwise indicated, whenever used in this Filing Statement, the following words and terms have the
indicated meanings or, if not defined herein, have the meanings set out in Policy 1.1 - Interpretation of the TSXV
Corporate Finance Manual. Words importing the singular, where the context requires, include the plural and vice
versa and words importing any gender includes all genders.

“Affiliate” means a company that is affiliated with another company as described below.

A company is an “Affiliate” of another company if:

(a) one of them is the subsidiary of the other, or

(b) each of them is controlled by the same person.

A company is “controlled” by a person if:

(a) voting securities of the company are held, other than by way of security only, by or for the benefit
of that person, and

(b) the voting securities, if voted, entitle the person to elect a majority of the directors of the company.

A person beneficially owns securities that are beneficially owned by:

(a) a company controlled by that person, or

(b) an Affiliate of that person or an Affiliate of any company controlled by that person.

“Ag” is the chemical symbol for silver.

“Agency Agreement” means the agency agreement between Guerrero and the Agents dated April 2, 2020.

“Agents” means the Co-Lead Agents, CIBC World Markets Inc., RBC Dominion Securities Inc., Canaccord
Genuity Corp., Desjardins Securities Inc., Haywood Securities Inc. and National Bank Financial Inc.

“Associate” when used to indicate a relationship with a person or company, means:

(a) an issuer of which the person or company beneficially owns or controls, directly or indirectly,
voting securities entitling him to more than 10% of the voting rights attached to outstanding
securities of the issuer,

(b) any partner of the person or company,

(c) any trust or estate in which the person or company has a substantial beneficial interest or in respect
of which a person or company serves as trustee or in a similar capacity,

(d) in the case of a person, a relative of that person, including

(i) that person’s spouse or child, or

(ii) any relative of the person or of his spouse who has the same residence as that person;

but,
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(e) where the TSXV determines that two persons shall, or shall not, be deemed to be associates with
respect to a Member firm, Member corporation or holding company of a Member corporation,
then such determination shall be determinative of their relationships in the application of Rule D
with respect to that Member firm, Member corporation or holding company.

“Au” is the chemical symbol for gold.

“BCBCA” means the Business Corporations Act (British Columbia), including the regulations promulgated
thereunder, in each case, as amended or replaced from time to time.

“Blyvoor Capital” means Blyvoor Gold Capital (Pty) Ltd.

“Blyvoor Fixed Gold Price” has the meaning ascribed thereto in PART III - INFORMATION CONCERNING
ORION VEND IN  - Orion Portfolio Assets - Blyvoor Gold Stream”.

“Blyvoor Gold” means Blyvoor Gold (Pty) Ltd.

“Blyvoor Gold Mine” means the Blyvoor Gold Mine referenced in “PART III - INFORMATION CONCERNING
ORION VEND IN  - Orion Portfolio Assets - Blyvoor Gold Stream”.

“Blyvoor Gold Stream” means the gold stream on the Blyvoor Gold Mine set forth in the Blyvoor Stream
Agreement to be acquired by Guerrero in the context of the Orion Vend In described in “PART III -
INFORMATION CONCERNING ORION VEND IN  - Orion Portfolio Assets - Blyvoor Gold Stream”.

“Blyvoor Stream Agreement” means the purchase and sale agreement (Gold) between OMF SO and Blyvoor
Capital dated August 30, 2018, as amended by a deed of amendment dated April 1, 2019 and a waiver of precedent
conditions dated April 12, 2019.

“BMO Capital Markets” means BMO Nesbitt Burns Inc.

“Bonikro Fixed Gold Price” has the meaning ascribed thereto in “PART III - INFORMATION CONCERNING
ORION VEND IN  - Orion Portfolio Assets - Bonikro Gold Stream”.

“Bonikro Gold Mine” means the Bonikro Gold Mine referenced in “PART III - INFORMATION CONCERNING
ORION VEND IN  - Orion Portfolio Assets - Bonikro Gold Stream”.

“Bonikro Gold Stream” means the gold stream on the Bonikro Gold Mine set forth in the Bonikro Stream
Agreement to be acquired by Guerrero in the context of the Orion Vend In described in “PART III -
INFORMATION CONCERNING ORION VEND IN  - Orion Portfolio Assets - Bonikro Gold Stream”.

“Bonikro Sellers” has the meaning ascribed thereto in “SUMMARY - Terms of the Vend In Agreements - Orion
Portfolio Assets - OMF (Mg) (Bonikro Gold Stream)”.

“Bonikro Stream Agreement” means the purchase and sale agreement (Gold) dated October 7, 2019 among OMF
(Mg), Afrique Gold (Mauritius), Newcrest Hire Holdings Pte. Ltd., Hiré Gold Mine SA, Bonikro Gold Mine SA,
Afrique Gold Exploration sarl, F&M Gold Resources Ltd., Allied Gold Canadian Acquisition Corp., Allied Gold
Exchange Corp. and OMF Fund III (F) Ltd.

“CBCA” means the Canada Business Corporations Act, including the regulations promulgated thereunder, in each
case, as amended or replaced from time to time.

“CEO” means Chief Executive Officer.

“CFO” means Chief Financial Officer.
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“CIO” means Chief Investment Officer.

“CIM (2014) definitions” means the definition standards adopted by the Council of the Canadian Institute of
Mining Metallurgy and Petroleum on May 10, 2014.

“Closing of the Vend In Transactions” means the completion of the Vend In Transactions in accordance with the
terms of the Vend In Agreements.

“Co-Lead Agents” means, collectively, Scotia Capital Inc. and BMO Capital Markets.

“Common Shares” means the common shares of Guerrero or the Resulting Issuer, as the context requires, and is
referenced in this Filing Statement on a pre-Consolidation basis.

“company” unless specifically indicated otherwise, means a corporation, incorporated association or organization,
body corporate, partnership, trust, association or other entity other than an individual.

“Completion of the RTO” means the issuance of the Final Exchange Bulletin is issued by the TSXV.

“Consolidation” means the proposed consolidation of the Common Shares on the basis of one Common Share for a
maximum of every six Common Shares issued and outstanding pursuant to an amendment to the articles of Guerrero
or of the Resulting Issuer, as the case may be, as approved by the Shareholders at the Meeting, which authorized the
Guerrero Board or the Resulting Issuer Board, as the case may be, to consolidate the Common Shares within the 12-
month period following the date of the Meeting.

“Control Persons” means any person or company that holds or is one of a combination of persons or companies
that hold a sufficient number of any of the securities of an issuer so as to affect materially the control of that issuer,
or that holds more than 20% of the outstanding voting securities of an issuer except where there is evidence showing
that the holder of those securities does not materially affect the control of the issuer.

“CRA” means the Canada Revenue Agency.

“DCP” means the exploitation of the sulphide orebody within the mining rights forming part of the Gualcamayo
Mine set forth in the DCP Payment Agreement that extends below the current oxide Quebrada Del Diablo Lower
West (QDD-LW) orebody and is primarily associated with the South West (SW) orebody.

“DCP Commercial Production” with respect to the DCP means mining on a commercial basis but shall not mean
mining for the purposes of testing and for greater certainty, excludes the milling or leaching by a pilot plant or
during an initial tune-up period of a plant and also excludes bulk sampling. DCP Commercial Production is deemed
to have commenced with respect to the DCP: (i) if a milling and treatment plant is located on the mining rights
forming part of the Gualcamayo Mine set forth in the DCP Payment Agreement, on the first day of the month
following the first period of 60 consecutive days during which products from the DCP have been processed through
such plant at an average rate of not less than 70% of the initial rated capacity of such plant; or (ii) if no milling and
treatment plant is located on the mining rights forming part of the Gualcamayo Mine set forth in the DCP Payment
Agreement, on the first day of the month following the first period of 60 consecutive days during which products
from the DCP have been produced at a tonnage representing not less than 70% of the targeted tonnage and shipped
for custom milling on the basis of the mine plan for the DCP.

“DCP Commercial Production Payment” means the right granted to Yamana under the DCP Payment Agreement
to receive a contingent payment of US$30 million within five business days of the commencement DCP
Commercial Production on the mining right forming part of the Gualcamayo Mine set forth in the DCP Payment
Agreement.

“DCP Payment Agreement” means the DCP COCP Payment Agreement entered into by way of offer and
acceptance dated January 13, 2020 among Yamana, Yamana International Holdings Coöperatie U.A., Mineros S. A.
and Mineros Chile S.A., as subsequently assigned by way of offer and acceptance dated February 10, 2020 by
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Yamana International Holdings Coöperatie U.A. to Yamana, to be acquired by Guerrero in the context of the
Yamana Vend In described in “PART IV – INFORMATION CONCERNING YAMANA VEND IN - Yamana
Portfolio Assets - Gualcamayo Gold Royalty and DCP Commercial Production Payment”.

“Deemed Interest” means an amount equal to the interest and other income that would have otherwise been earned
on 50% of the Agents’ commission and the entirety of the Agents’ expenses paid to the Agents on the closing date
of each tranche of the Private Placement if such Agents’ commission and Agents’ expenses had been held in escrow
as part of the Escrowed Funds and not paid to the Agents.

“Director” means the director appointed under the CBCA.

“Early Termination Amount” means, at any time under the Woodlawn Silver Stream Agreement, an amount equal
to the Early Termination Balance plus all accrued compensation provided for under the Woodlawn Silver Stream
Agreement at such time. For greater certainty, once the Early Termination Amount has been reduced to nil, it shall
thereafter remain nil.

“Early Termination Balance” means an amount equal to the US$19,000,000 deposit under the Woodlawn Silver
Stream Agreement and will be adjusted from time to time until the Early Termination Amount has been reduced to
nil, as follows (i) upon each delivery of refined silver under the Woodlawn Silver Stream Agreement the Early
Termination Balance will be reduced by an amount equal to 80% of the silver market price on the day immediately
preceding the date of delivery for such refined silver and, once the Early Termination Balance has been reduced to
nil, any remaining amount will be applied to reduce any accrued compensation, (ii) upon any payment of secured
moneys pursuant to the Woodlawn Silver Stream Agreement, the Early Termination Balance will be reduced by the
same amount as a deduction from the Early Termination Balance (and once, the Early Termination Balance has been
reduced to nil, any remaining amount will be applied to reduce any accrued compensation), and (iii) on the last day
of each calendar year, the accrued compensation for that calendar year will be added to and form part of the Early
Termination Balance.

“Earned Interest” means the interest or other income actually earned, if any, on the investment of the Escrowed
Funds (or the reinvestment of such interest or other income) from and including April 2, 2020, but not including the
day that is the earlier to occur of the satisfaction of the Escrow Release Conditions and the Termination Date.

“Effective Date” means the day of Completion of the RTO.

“Escrow Release Conditions” means the following, collectively:

(a) the completion or the satisfaction or waiver of all conditions precedent to the Vend In
Transactions in accordance with the Vend In Agreements to the satisfaction of the Co-Lead
Agents;

(b) the receipt of all required corporate, third party and regulatory approvals in connection with the
Vend In Transactions, including the conditional approval of the TSX or TSXV for the listing of
the Common Shares underlying the Subscription Receipts following the closing of the Vend In
Transactions;

(c) the Agents having received an officer’s certificate from Guerrero that it has irrevocably instructed
its counsel to issue, upon the release of the Escrowed Funds to Guerrero, the Common Shares
underlying the Subscription Receipts and to complete the Vend In Transactions; and

(d) Guerrero and the Co-Lead Agents, on behalf of the Agents, having delivered the Release Notice to
the Subscription Receipt Agent.

“Escrow Release Date” means the date on which the Escrow Release Conditions are satisfied.
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“Escrowed Funds” means an amount equal to the aggregate Purchase Price for the Subscription Receipts issued on
the closing date of each tranche of the Private Placement, less 50% of the Agents’ commission and less the Agents’
expenses, delivered to the Subscription Receipt Agent to be held in escrow on the terms and subject to the
conditions of the Subscription Receipt Agreement.

“ESG” means environmental, social and corporate governance.

“Filing Statement” means this filing statement dated May 15, 2020.

“Final Exchange Bulletin” means the TSXV Bulletin to be issued following the Closing of the Vend In
Transactions and the submission of all required documentation evidencing the final acceptance of the Reverse
Takeover by the TSXV.

“g/t” means gram per tonne.

“Gualcamayo Gold Royalty” means the NSR Royalty on the Gualcamayo Mine set forth in the Gualcamayo
Royalty Agreement to be acquired by Guerrero pursuant to the Yamana Vend In described in “PART IV –
INFORMATION CONCERNING YAMANA VEND IN - Yamana Portfolio Assets - Gualcamayo Gold Royalty
and DCP Commercial Production Payment”.

“Gualcamayo Mine” means the Gualcamayo Mine referenced in “PART IV – INFORMATION CONCERNING
YAMANA VEND IN - Yamana Portfolio Assets - Gualcamayo Gold Royalty and DCP Commercial Production
Payment”.

“Gualcamayo Royalty Agreement” means the net smelter returns royalty agreement dated December 14, 2018
entered into between Minas Argentinas S.A. and Yamana International Holdings Coöperatie U.A., and successively
assigned to Yamana Gold (Barbados) Inc. and to Yamana, so that, pursuant to such successive assignments and the
two accession agreements entered into by and between Minas Argentinas S.A. and, respectively, Yamana Gold
(Barbados) Inc. and Yamana, Yamana became the holder of the Gualcamayo Gold Royalty and Yamana
International Holdings Coöperatie U.A. and Yamana Gold (Barbados) Inc. were released from their obligations
under the Gualcamayo Royalty Agreement.

“Guerrero” means Guerrero Ventures Inc., a corporation continued under the CBCA, which will become the
Resulting Issuer after the Completion of the RTO.

“Guerrero Board” means the Board of Directors of Guerrero.

“Guerrero HRCC” means the Human Resources and Compensation Committee of the Guerrero Board.

“Guerrero Mexico” means Minera Citation Mexico S.A. de C.V.

“Guerrero NEOs” means Vincent Metcalfe, Carmelo Marrelli, David Baker and Vivian Gu, being Guerrero’s three
most highly compensated executive officers, in addition to the CEO and CFO, regardless of the amount of their
compensation, for the 12-month period ended December 31, 2019.

“Guerrero Option Plan” means the amended and restated Stock Option Plan of Guerrero which was initially
approved by the Guerrero Board on October 28, 2009.

“Guerrero Options” means the options to purchase Common Shares pursuant to the Guerrero Option Plan.

“Indicated Mineral Resource” refers to that part of a Mineral Resource for which quantity, grade or quality,
densities, shape and physical characteristics can be estimated with a level of confidence sufficient to allow the
appropriate application of technical and economic parameters, to support mine planning and evaluation of the
economic viability of the deposit. The estimate is based on detailed and reliable exploration and testing information
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gathered through appropriate techniques from locations such as outcrops, trenches, pits, workings and drill holes that
are spaced closely enough for geological and grade continuity to be reasonably assumed.

“Inferred Mineral Resource” refers to that part of a Mineral Resource for which quantity and grade or quality can
be estimated on the basis of geological evidence and limited sampling and reasonably assumed, but not verified,
geological and grade continuity. The estimate is based on limited information and sampling gathered through
appropriate techniques from locations such as outcrops, trenches, pits, workings and drill holes.

“Insider” means, if used in relation to an issuer:

(a) a director or senior officer of an issuer;

(b) a director or senior officer of a company that is an Insider or subsidiary of the issuer;

(c) a person that beneficially owns or controls, directly or indirectly, voting shares carrying more than
10% of the voting rights attached to all outstanding voting shares of the issuer; or

(d) the issuer itself if it holds any of its own securities.

“Investor Rights Agreement” means the Investor Rights Agreement among Guerrero, the Orion Group and
Yamana, to be entered into as at the Closing of the Vend In Transactions.

 “IT” means information technology.

“kt” means a thousand tonnes.

“koz” means a thousand ounces.

“Lead Marketing Fee Agreement” means the lead marketing agreement between Tarago and OMF LI dated June
29, 2017, relating to the Woodlawn Mine to be acquired by Guerrero in the context of the Orion Vend In described
in “PART III - INFORMATION CONCERNING ORION VEND IN  - Orion Portfolio Assets - Woodlawn Silver
Stream and Lead Marketing Fee Agreement”.

“Lundin Mining” means Lundin Mining Corporation.

“Meeting” means the annual and special meeting of Guerrero’s shareholders held on April 14, 2020.

“Mercedes and South Arturo Silver Stream” means the silver stream on the Mercedes Mine and the South Arturo
Mine set forth in the Mercedes and South Arturo Stream Agreement to be acquired by Guerrero in the context of the
Orion Vend In described in “PART III - INFORMATION CONCERNING ORION VEND IN  - Orion Portfolio
Assets - Mercedes and South Arturo Silver Stream”.

“Mercedes and South Arturo Stream Agreement” means the amended and restated purchase and sale agreement
(silver) between, among others, Premier Gold Mines (Cayman) Ltd. and OMF SO dated January 31, 2019.

“Mercedes Mine” means the Mercedes Mine referenced in “PART III - INFORMATION CONCERNING ORION
VEND IN  - Orion Portfolio Assets - Mercedes and South Arturo Silver Stream”.

“Mercedes Report” means the NI 43-101 technical report entitled “Technical Report on the Mercedes Gold-Silver
Mine, Sonora State, Mexico” dated April 18, 2018, prepared for Premier Gold by Roscoe Postle Associates Inc.

“Measured Mineral Resource” refers to that part of a Mineral Resource for which quantity grade or quality,
densities, shape and physical characteristics are so well established that they can be estimated with confidence
sufficient to allow the appropriate application of technical and economic parameters, to support production planning
and evaluation of the economic viability of the deposit. The estimate is based on detailed and reliable exploration,
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sampling and testing information gathered through appropriate techniques from locations such as outcrops, trenches,
pits, workings and drill holes that are spaced closely enough to confirm both geological and grade continuity.

“Mineral Reserve” means the economically mineable part of a Measured Mineral Resource and/or Indicated
Mineral Resource. It includes diluting materials and allowances for losses, which may occur when the material is
mined or extracted and is defined by studies at pre-feasibility or feasibility level as appropriate that include
application of Modifying Factors. Such studies demonstrate that, at the time of reporting, extraction could
reasonably be justified. Mineral Reserves are categorized as follows on the basis of the degree of confidence in the
estimate of the quantity and grade of the deposit: Probable Mineral Reserves and Proven Mineral Reserves.

“Mineral Resource” means a concentration or occurrence of solid material of economic interest in or on the Earth’s
crust in such form, grade or quality and quantity that there are reasonable prospects for eventual economic
extraction. The location, quantity, grade or quality, continuity and other geological characteristics of a Mineral
Resource are known, estimated or interpreted from specific geological evidence and knowledge, including sampling.

“Modifying Factors” means the considerations used to convert Mineral Resources to Mineral Reserves. These
include, but are not restricted to, mining, processing, metallurgical, infrastructure, economic, marketing, legal,
environmental, social and governmental factors.

“Moz” means million ounces.

“Mt” means million tonnes.

“MRDM” means Mineração Riacho dos Machados.

“NI 43-101” means National Instrument 43-101 - Standards of Disclosure for Mineral Projects or Regulation
43-101 respecting Standards of Disclosure for Mineral Projects in the Province of Québec.

“NI 45-102” means National Instrument 45-102 - Resale of Securities or Regulation 45-102 respecting Resale of
Securities in the Province of Québec.

“NI 45-106” means National Instrument 45-106 - Prospectus Exemptions or Regulation 45-106 respecting
Prospectus Exemptions in the Province of Québec.

“NI 52-110” means National Instrument 52-110 - Audit Committees or Regulation 52-110 respecting Audit
Committees in the Province of Québec.

“NI 58-101” means National Instrument 58-101 - Disclosure of Corporate Governance Practices or Regulation
58-101 respecting Disclosure of Corporate Governance Practices in the Province of Québec.

“Nomad DSU Plan” means the deferred stock unit plan for non-executive directors of Nomad to be effective on the
Completion of the RTO.

“Nomad DSUs” means the deferred share units issuable pursuant to the Nomad DSU Plan.

“Nomad Option Plan” means the stock option plan for directors, executive officers, employees and consultants of
Nomad and its subsidiaries to be effective on the Completion of the RTO.

“Nomad Options” means options to purchase Common Shares pursuant to the Nomad Option Plan.

“Nomad PSUs” means the performance share units issuable pursuant to the Nomad Share Unit Plan.

“Nomad RSUs” means the restricted share units issuable pursuant to the Nomad Share Unit Plan.
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“Nomad Security-Based Compensation Plans” means, collectively, the Nomad Option Plan, the Nomad Share
Unit Plan and the Nomad DSU Plan.

“Nomad Share Unit Plan” means the share unit plan for executive officers, employees and consultants of Nomad
and its subsidiaries to be effective on the Completion of the RTO.

“Non-Arm’s Length Party” means:

(a)  in relation to a company, any promoter, officer, director, other Insider or Control Person of that
company (including Guerrero) and any Associates or Affiliates of any of such persons; and

(b) in relation to an individual, any Associate of the individual or any company of which the
individual is a promoter, officer, director, Insider or Control Person.

“Non-Arm’s Length Transaction” means a proposed transaction where the same party or parties or their respective
Associates or Affiliates are Control Persons in both Guerrero and in relation to the significant assets which are to be
the subject of the proposed transaction.

“NSR Royalty” means a net smelter returns royalty.

“OMF II” means Orion Mine Finance Fund II LP, a limited partnership existing under the laws of Bermuda.

“OMF III” means Orion Mine Finance Fund III LP, a limited partnership existing under the laws of the Cayman
Islands.

“OMF LI” means OMF Fund II (LI) LP, a limited partnership existing under the laws of Bermuda.

“OMF (Mg)” means OMF Fund III (Mg) Ltd., a corporation existing under the laws of the Cayman Islands.

“OMF (Mg) Share” means the one share that is issued and outstanding in the capital of OMF (Mg).

“OMF SO” means OMF Fund II SO Ltd., a corporation existing under the laws of the Cayman Islands.

“OMF SO Share” means the one share that is issued and outstanding in the capital of OMF SO.

“Orion Entities” means, collectively, OMF II, OMF III, OMF LI, OMF SO and OMF (Mg).

“Orion Fund II Portfolio” means, collectively, the Mercedes and South Arturo Silver Stream, the Woodlawn Silver
Stream, the Lead Marketing Fee Agreement, the Blyvoor Gold Stream and the Premier Gold Prepay Loan.

“Orion Group” means, collectively, OMF II, OMF III and OMF LI.

“Orion Nominees” means the directors of the Resulting Issuer that the Orion Group is planning to nominate at the
Closing of the Vend In Transactions pursuant to the terms of the Investor Rights Agreement.

“Orion Portfolio Assets” means, collectively, (i) all of the issued and outstanding shares of OMF SO, which holds
all rights, title and interests in and to the Mercedes and South Arturo Silver Stream, the Blyvoor Gold Stream, and
the Premier Gold Prepay Loan, including, for greater certainty, all rights, title and interests in and to the agreements,
security documents and other documents in respect thereof, (ii) all of the issued and outstanding shares of OMF
(Mg), which holds all rights, title and interests in and to the Bonikro Gold Stream held, including, for greater
certainty, all rights, title and interests in and to the agreements, security documents and other documents in respect
thereof, and (iii) the Woodlawn Silver Stream and the Lead Marketing Fee Agreement, including, for greater
certainty, all rights, title and interests in and to the agreements, security documents and other documents in respect
thereof.
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“Orion Vend In” means the acquisition by Guerrero of the Orion Portfolio Assets from the Orion Group in
exchange for the issuance of an aggregate of 396,455,965 Common Shares, the whole in accordance with the terms
of the Orion Vend In Agreement.

“Orion Vend In Agreement” means the acquisition agreement dated February 23, 2020 entered into among
Guerrero and the Orion Group in respect of the Orion Vend In.

“Orion Vend In Lock-Up Agreements” means, collectively, the agreements to be entered into between the Orion
Group and each of the directors and officers of Guerrero in accordance with the terms of the Orion Vend In
Agreement, pursuant to which each such director and officer shall agree not to sell or dispose of any Common
Shares which they hold until the date that is six months following the completion of the Orion Vend In.

“oz” means ounces.

“person” means a company or individual.

“Preference Shares” means the preference shares of Guerrero, as may at any time and from time to time be issued
in one or more series.

“Premier Gold” means Premier Gold Mines Limited.

“Premier Gold AIF” means the annual information form of Premier Gold for the year ended December 31, 2019,
dated March 27, 2020 and filed under Premier Gold’s SEDAR profile at www.sedar.com on March 30, 2020.

“Premier Gold Prepay Loan” means the second amended and restated gold prepay credit agreement dated
March 4, 2020 between, among others, Premier Gold Mines (Cayman) Ltd. and OMF SO.

“Private Placement” means the “best efforts” offering of up to 14,777,778 Subscription Receipts at the Purchase
Price for aggregate gross proceeds of up to CAD$13,300,000 (the “Maximum Private Placement”); of which an
aggregate of 10,044,269 Subscription Receipts have been issued as of the date hereof for aggregate gross proceeds
of CAD$9,039,842 (the “Minimum Private Placement”).

“Private Placement Lock-Up Agreements” means, collectively, the agreements entered into between the Agents
and each of Vincent Metcalfe and Joseph de la Plante, prior to the closing of the first tranche of the Private
Placement, pursuant to which each of Messrs. Metcalfe and de la Plante agreed not to sell or agree to sell (or
announce any intention to do so) any Common Shares or securities exchangeable or convertible into Common
Shares for a period of six months from the closing of the first tranche of the Private Placement without the prior
written consent of the Co-Lead Agents.

“Probable Mineral Reserve” refers to an economically mineable part of an Indicated, and in some circumstances, a
Measured Mineral Resource. The confidence in the Modifying Factors applying to a Probable Mineral Reserve is
lower than that applying to a Proven Mineral Reserve.

“Proven Mineral Reserve” means the economically mineable part of a Measured Mineral Resource. A Proven
Mineral Reserve implies a high degree of confidence in the Modifying Factors.

“Purchase Price” means CAD$0.90 per Subscription Receipt.

“RDM Gold Mine” means the Riacho dos Machados Gold Mine located in the northern part of Minas Gerais, Brazil
MRDM referenced in “PART IV – INFORMATION CONCERNING YAMANA VEND IN - Yamana Portfolio
Assets - RDM Gold Royalty”.

“RDM Gold Royalty” means the NSR Royalty on the RDM Gold Mine set forth in the RDM Royalty Agreement to
be acquired by Guerrero in the context of the Yamana Vend In described in “PART IV – INFORMATION
CONCERNING YAMANA VEND IN - Yamana Portfolio Assets - RDM Gold Royalty”.
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“RDM Report” means the NI 43-101 technical report entitled “Technical Report on the Riacho Dos Machados
Gold Mine, Minas Gerais, Brazil” dated March 27, 2020 with an effective date of May 31, 2018, prepared for
Equinox Gold Corp. by Roscoe Postle Associates Inc.

“RDM Royalty Agreement” means the net smelter returns royalty agreement dated May 14, 2007 between Riacho
dos Machados Ltda and SBMM, as assigned and amended.

“Release Deadline” with respect to the Subscription Receipt Agreement, means at or prior to 5:00 p.m. (Eastern
time) on August 3, 2020, unless extended at the mutual agreement of Guerrero and the Co-Lead Agents (on behalf
of the Agents).

“Release Notice” means the written notice to the Subscription Receipt Agent executed by Guerrero and the Co-Lead
Agents confirming that the Escrow Release Conditions have been satisfied.

“Resulting Issuer” or “Nomad” means Guerrero following the Completion of the RTO, which will have been
renamed Nomad Royalty Company Ltd.

“Resulting Issuer Audit Committee” means the Audit Committee of the Resulting Issuer.

“Resulting Issuer Board” means the Board of Directors of the Resulting Issuer.

“Resulting Issuer GHRC Committee” means the Governance, Human Resources and Compensation Committee of
the Resulting Issuer.

“Resulting Issuer NEOs” means Vincent Metcalfe, the Resulting Issuer’s Chairman and CEO, Joseph de la Plante,
the Resulting Issuer’s CIO, and Elif Lévesque, the Resulting Issuer’s CFO and Secretary.

“Reverse Takeover” has the meaning ascribed thereto in the TSXV Corporate Finance Manual.

“SBMM” means Serra Da Borda Mineração E Metalurgia S.A., an Affiliate of Yamana.

“Shareholders” means the holders of Common Shares.

“South Arturo Mine” means the South Arturo Mine referenced in PART III - INFORMATION CONCERNING
ORION VEND IN  - Orion Portfolio Assets - OMF SO (Mercedes and South Arturo Silver Stream, Blyvoor Gold
Stream, and Premier Gold Prepay Loan)”.

“South Arturo Report” means the NI 43-101 technical report entitled “Technical Report on the South Arturo Mine,
Elko County, State of Nevada, U.S.A.” dated March 26, 2018, prepared for Premier Gold by Roscoe Postle
Associates Inc.

“Subscription Receipt Agent” means Computershare Trust Company of Canada, as subscription receipt agent
under the Subscription Receipt Agreement.

“Subscription Receipt Agreement” means the subscription receipt agreement among Guerrero, the Subscription
Receipt Agent and the Co-Lead Agents dated April 2, 2020.

“Subscription Receipts” has the meaning ascribed to that term under “PART II - INFORMATION CONCERNING
GUERRERO - Subscription Receipts”.

“Suruca Gold Royalty” means the NSR Royalty on the Suruca Project set forth in the Suruca Royalty Agreement
to be acquired by Guerrero in the context of the Yamana Vend In described in “PART IV – INFORMATION
CONCERNING YAMANA VEND IN - Yamana Portfolio Assets - Suruca Gold Royalty”.
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“Suruca Project” means the project to develop the Suruca gold deposit located in Goias State, Brazil, operated by
Mineração Maracá Indústria e Comércio S.A., referenced in “PART IV – INFORMATION CONCERNING
YAMANA VEND IN - Yamana Portfolio Assets - Suruca Gold Royalty”.

“Suruca Project Report” means the NI 43-101 technical report entitled “Technical Report on the Chapada Mine,
Goias State, Brazil” dated October 10, 2019 with an effective date of June 30, 2019, prepared for Lundin Mining by
Roscoe Postle Associates Inc.

“Suruca Royalty Agreement” means the net smelter returns royalty agreement dated July 3, 2019 among Yamana,
Mineração Maraca Industria e Comercio S.A. and Lundin Mining.

“Tarago” means Tarago Operations Pty Ltd.

“Target Assets” means, collectively, the Orion Portfolio Assets and the Yamana Portfolio Assets.

“Termination Date” means the earlier of: (i) the date on which the Subscription Receipt Agent receives a
termination notice. provided that if such notice is not received on a business day or is received after 5:00 p.m.
(Eastern time) on a business day, the Termination Date shall be the next business day; and (ii) the date that is the
first business day after the Release Deadline, if the Subscription Receipt Agent has not received the Release Notice
prior to 5:00 p.m. (Eastern time) on the Release Deadline.

“TSX” means the Toronto Stock Exchange.

“TSXV” means the TSX Venture Exchange Inc.

“Vend In Agreements” means, collectively, the Orion Vend In Agreement and the Yamana Vend In Agreement.

“Vend In Transactions” means, collectively, the Orion Vend In and Yamana Vend In.

“Woodlawn Mine” means the Woodlawn Mine referenced in PART III - INFORMATION CONCERNING
ORION VEND IN  - Orion Portfolio Assets - Woodlawn Silver Stream and Lead Marketing Fee Agreement”.

“Woodlawn Silver Stream” means the silver stream on the Woodlawn Mine set forth in the Woodlawn Stream
Agreement to be acquired by Guerrero in the context of the Orion Vend In described in “PART III -
INFORMATION CONCERNING ORION VEND IN  - Orion Portfolio Assets - Woodlawn Silver Stream and Lead
Marketing Fee Agreement”.

“Woodlawn Silver Stream Agreement” means the purchase and sale agreement dated June 29, 2017 among
Tarago, OMF LI, Hampton Nickel Pty Ltd, Heron Resources Limited, Ochre Resources Pty Ltd, Tarago Exploration
Pty Ltd and Woodlawn Mine Holdings Pty Ltd. as amended by the Deed of Amendment dated October 4, 2019.

“Yamana” means Yamana Gold Inc.

“Yamana Cash Consideration” has the meaning ascribed thereto in “PART IV – INFORMATION
CONCERNING YAMANA VEND IN”.

“Yamana Deferred Payment” has the meaning ascribed thereto in “PART IV – INFORMATION CONCERNING
YAMANA VEND IN”.

“Yamana Deferred Payment Agreement” means the deferred payment agreement which may be entered into
between Guerrero and Yamana at the closing of the Yamana Vend In with respect to the Yamana Deferred Payment.

“Yamana Group” means, collectively, Yamana and SBMM.
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“Yamana Nominee” means the director of the Resulting Issuer that Yamana is planning to nominate at the Closing
of the Vend In Transactions pursuant to the terms of the Investor Rights Agreement.

“Yamana Portfolio Assets” means, collectively, the RDM Gold Royalty, the Gualcamayo Gold Royalty, the DCP
Commercial Production Payment, and the Suruca Gold Royalty, including, for greater certainty, all rights, title and
interests in and to the agreements, security documents and other documents in respect thereof.

“Yamana Vend In” means the acquisition of the Yamana Portfolio Assets by Guerrero from the Yamana Group in
exchange for (i) the issuance of an aggregate of 66,500,000 Common Shares, and (ii) a cash payment in the amount
of US$20 million (a maximum of US$10 million of which may be deferred pursuant to the Yamana Deferred
Payment Agreement), the whole in accordance with the terms of the Yamana Vend In Agreement.

“Yamana Vend In Agreement” means the Royalty and Contingent Payment Purchase Agreement dated February
23, 2020 entered into among Guerrero and the Yamana Group in respect of the Yamana Vend In.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION

Certain statements in this Filing Statement may constitute “forward-looking” statements which involve known and
unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of
Guerrero or the Resulting Issuer, or industry results, to be materially different from any future results, performance
or achievements expressed or implied by such forward-looking statements. When used in this Filing Statement, such
statements use such words as “targets”, “expects”, “is expected”, “scheduled”, “estimates”, “outlook”, “forecasts”,
“prospects”, “strategy”, “intends”, “anticipated”, “believes”, or variations of such words and phrases or terminology
which states that certain actions, events or results “may”, “could”, “would”, “might”, “will”, “occur” “likely” or “be
achieved”. These statements reflect current expectations regarding future events and operating performance and
speak only as of the date of this Filings Statements.

Forward-looking statements involve significant risks and uncertainties, and should not be read as guarantees of
future performance or results, and will not necessarily be accurate indications of whether or not such results will be
achieved. A number of factors could cause actual results to differ materially from the results discussed in the
forward-looking statements, including, but not limited to, the factors discussed below and under “PART I - RISK
FACTORS”. Although the forward-looking statements contained in this Filing Statement are based upon what
management believes are reasonable assumptions, management cannot assure investors that actual results will be
consistent with these forward-looking statements.

The Resulting Issuer’s actual results could differ materially from those anticipated in these forward-looking
statements and information as a result of both known and unknown risks, including the risk factors set forth under
“PART I - RISK FACTORS” in this Filing Statement. The factors set forth under “PART I - RISK FACTORS”
should not be construed as exhaustive. Readers should not place undue reliance on forward-looking statements as
the plans, intentions or expectations upon which they are based might not occur. Readers are cautioned that the
foregoing lists of factors are not exhaustive. Each of the forward-looking statements contained in this Filing
Statement is expressly qualified by this cautionary statement.

These forward-looking statements are made as of the date of this Filing Statement and are expressly qualified in
their entirety by this cautionary statement. Subject to applicable securities laws, Guerrero assumes no obligation to
update or revise them to reflect new events or circumstances.

NOTICE TO INVESTORS

Date of Information

Unless otherwise stated, the information contained in this Filing Statement is given as of May 14, 2020.

Currency and Exchange Rate Information

Guerrero reports in Canadian dollars. All references to “$”, “CAD$” or “Canadian dollars” in this Filing Statement
refer to Canadian dollars while references to “US$” are to U.S. dollars.

The following table sets out for each period indicated: (i) the daily exchange rate in effect at the end of the period;
(ii) the high and low daily exchange rates during such period; and (iii) the average daily exchange rates for such
period, for one Canadian dollar, expressed in U.S. dollars, as quoted by the Bank of Canada.
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Year ended
December 31, 2019

Year ended
December 31, 2018

Year ended December 31, 2017

US$ US$ US$

End of period ..... 0.7699 0.7330 0.7971
High ................... 0.7699 0.8138 0.8245
Low ................... 0.7353 0.7330 0.7276
Average ............. 0.7537 0.7721 0.7708

On May 14, 2020, the daily exchange rate as quoted by the Bank of Canada was US$1.00 = CAD$1.4090.

The exchange rate used by the parties under the Vend In Agreements to convert Canadian dollars to U.S. dollars was
US$1.00 = CAD$1.3300.

Market and Industry Data

Unless otherwise indicated, market and industry data presented throughout this Filing Statement was obtained from
third-party sources, industry reports and publications, websites and other publicly available information, as well as
industry and other data prepared by Guerrero or on Guerrero’s behalf, on the basis of Guerrero’s knowledge of the
markets in which it operates, including information provided by other industry participants. Guerrero believes that
the market and industry data presented throughout this Filing Statement is accurate and, with respect to data
prepared by it or on its behalf, that Guerrero’s opinions, estimates and assumptions are currently appropriate and
reasonable, but there can be no assurance as to the accuracy or completeness thereof. The accuracy and
completeness of the market and industry data presented throughout this Filing Statement are not guaranteed and
Guerrero makes no representation as to the accuracy of such data. Actual outcomes may vary materially from those
forecast in such reports or publications, and the prospect for material variation can be expected to increase as the
length of the forecast period increases. Although Guerrero believes it to be reliable, it has not independently verified
any of the data from third-party sources referred to in this Filing Statement, analyzed or verified the underlying
studies or surveys relied upon or referred to by such sources, or ascertained the underlying market, economic and
other assumptions relied upon by such sources. Market and industry data is subject to variations and cannot be
verified due to limits on the availability and reliability of data inputs, the voluntary nature of the data-gathering
process and other limitations and uncertainties inherent in any statistical survey. In addition, projections,
assumptions and estimates of Guerrero’s future performance and the future performance of the industry in which
Guerrero operates are necessarily subject to a high degree of uncertainty and risk due to a variety of factors,
including those described under “PART I - RISK FACTORS”.

Technical and Third Party Information

Except where otherwise stated, the disclosure in this Filing Statement relating to properties and operations on the
properties in respect of acquired royalties, streams or other interests is based on technical reports prepared and
published by the relevant owner or operator in accordance with NI 43-101 and information publicly disclosed by the
owners or operators of these properties and other information and data available in the public domain as at
May 14, 2020 (except where stated otherwise), and none of such information has been independently verified by
Guerrero or the Orion Entities. Specifically, as a royalty or stream holder, or vendor, as applicable, each of the Orion
Entities and the Yamana Group, as vendor, has limited, if any, access to properties included in the Target Assets to
be acquired by Guerrero. The Resulting Issuer, as a royalty or stream holder following the Closing of the Vend In
Transactions, may also have limited, if any, access to properties included in its asset portfolio. Additionally, the
Resulting Issuer may, from time to time, receive operating information from the owners and operators of the
properties in its asset portfolio which it is not permitted to disclose to the public. The Orion Entities and the Yamana
Group are dependent, and the Resulting Issuer will be dependent, on the operators of the properties and their
qualified persons to provide information to the Orion Entities, the Yamana Group or the Resulting Issuer, as
applicable, or on publicly available information to prepare disclosure pertaining to properties and operations on the
properties on which the Resulting Issuer will hold royalty, stream or other interests. The Resulting Issuer will
generally have limited or no ability to independently verify such information. The assumptions and methodologies
underpinning estimates of Mineral Reserves and Mineral Resources on a property, and the classification of
mineralization in categories of proven and probable, measured and indicated, and inferred within the estimates of
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Mineral Reserves and Mineral Resources, respectively, and the assumptions and methodologies employed in
proposed mining and recovery processes and production plans, were made by owners or operators and their qualified
persons. Although Guerrero does not have any knowledge that such information may be inaccurate, there can be no
assurance that such third-party information is complete or accurate. Disclosure in this Filing Statement is also based
upon an independent analysis by Guerrero of such information to reflect Guerrero’s expectations based on an
operator’s historical performance and track record of replenishing Mineral Reserves and the operator’s publicly
disclosed guidance on future production, the conversion of Mineral Resources to Mineral Reserves, drill results,
Guerrero’s view on opportunities for mine plan optimization and other factors. Some information publicly reported
by operators may relate to a larger property than the area covered by the royalty, stream or other interest to be
acquired by Guerrero. The royalty, stream or other interests to be acquired by Guerrero in certain cases cover less
than 100% and sometimes only a portion of the publicly reported mineral reserves, mineral resources and production
of a property.

Guerrero considers that the Premier Gold Prepay Loan and the Mercedes and South Arturo Silver Stream on the
Mercedes Mine and the South Arturo Mine will be the only mineral projects on properties material to the Resulting
Issuer pursuant to NI 43-101. The Resulting Issuer will continue to assess the materiality of its assets as new assets
are acquired or move into production.

The disclosure in this Filing Statement of scientific or technical information for the Mercedes Mine and the South
Arturo Mine is based on (i) the South Arturo Report; (ii) the Mercedes Report; (iii) the Premier Gold AIF; (iv) the
management’s discussion and analysis of Premier Gold for the year ended December 31, 2019 and filed under
Premier Gold’s SEDAR profile at www.sedar.com on March 4, 2020; and (v) information available on Premier
Gold’s website at https://www.premiergoldmines.com.

The disclosure in this Filing Statement of scientific or technical information for the RDM Gold Mine is based on
(i) the RDM Report, a copy of which is available on Leagold Mining Corporation’s SEDAR profile at
www.sedar.com; and (ii) information available on Equinox Gold Corp.’s website at https://www.equinoxgold.com.

The disclosure in this Filing Statement of scientific or technical information for the Suruca Project is based on (i) the
Suruca Project Report, a copy of which is available on Lundin Mining’s SEDAR profile at www.sedar.com; and
(ii) information available on Lundin Mining’s website at https://www.lundinmining.com.

The technical and scientific information contained in this Filing Statement has been reviewed and approved in
accordance with NI 43-101 by Louis-Pierre Gignac, ing., M.Sc.A, CFA, of G Mining Services Inc. and Réjean
Sirois, P. Eng., of G Mining Services Inc., consultants of Guerrero, each a “qualified person” as defined in
NI 43-101.
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SUMMARY

The following is a summary of certain information relating to Guerrero, the Target Assets, and the Resulting Issuer
(assuming Completion of the RTO) and is qualified in its entirety by and should be read together with the more
detailed information and financial data and statements contained elsewhere in this Filing Statement.

General

This Filing Statement is prepared in accordance with the TSXV Form 3D2 - Information Required in a Filing
Statement for a Reverse Take-Over or a Change of Business in connection with the Closing of the Vend In
Transactions pursuant to which Guerrero will acquire the Target Assets. Upon the Closing of the Vend In
Transactions and the Private Placement, Guerrero will change its corporate name to Nomad Royalty Company Ltd.

The Vend In Transactions

The Vend In Transactions involve the acquisition by Guerrero from the Orion Group and the Yamana Group of two
portfolios comprising an aggregate of ten royalty, stream and gold loan assets for total consideration of
US$268 million and US$65 million, respectively, pursuant to the Orion Vend In Agreement and the Yamana Vend
In Agreement.

Pursuant to the Vend In Agreements, each of the Orion Group and Yamana will be issued Common Shares, as
consideration under each Vend In Agreement and Yamana will also receive cash consideration under the Yamana
Vend In Agreement. In connection with the Closing of the Vend In Transactions and in accordance with the Vend In
Agreements, Guerrero, the Orion Group and Yamana will enter into an Investor Rights Agreement, which will
govern the relationship of the Resulting Issuer with each of the Orion Group and Yamana as Shareholders. The
Investor Rights Agreement will provide the Orion Group and Yamana with, among other things, certain nomination
and participation rights, and will contain lock-up restrictions with respect to their shareholdings in the Resulting
Issuer.

For more information, see “PART III - INFORMATION CONCERNING ORION VEND IN ” and “PART IV –
INFORMATION CONCERNING YAMANA VEND IN”.

Terms of the Vend In Agreements

Orion Vend In Agreement

On February 23, 2020, Guerrero and the Orion Group entered into the Orion Vend In Agreement pursuant to which
Guerrero agreed to acquire the Orion Portfolio Assets from the Orion Group for a total consideration of
US$268 million. Pursuant to the terms of the Orion Vend In Agreement, Guerrero will satisfy the purchase price by
issuing an aggregate of 396,455,965 Common Shares to the Orion Group at a price of CAD$0.90 per Common
Share.

Upon closing of the Orion Vend In, the Orion Group, through OMF II and OMF III, is expected to hold
approximately 78.31% of the Resulting Issuer’s Common Shares in the event of the Minimum Private Placement
and 77.58% in the event of the Maximum Private Placement. See “PART V – INFORMATION CONCERNING
THE RESULTING ISSUER - Principal Securityholders”. OMF II and OMF III are managed by Orion Mine Finance
Management II Limited and Orion Mine Finance Management III LLC, respectively. Orion Mine Finance
Management II Limited and Orion Mine Finance Management III LLC are part of the Orion Mine Finance Group.
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Orion Portfolio Assets

OMF SO (Mercedes and South Arturo Silver Stream, Premier Gold Prepay Loan and Blyvoor Gold Stream)

Mercedes and South Arturo Silver Stream – Mexico & Nevada (USA)

The Mercedes and South Arturo Silver Stream is a silver stream interest on the Mercedes Mine and South Arturo
Mine, which are located in Mexico & Nevada (USA), respectively. The Mercedes Mine is wholly-owned and
operated by Premier Gold, while the South Arturo Mine is 60% owned by Nevada Gold Mines LLC, a joint venture
between Barrick Gold Corporation and Newmont Corporation, and 40% by Premier Gold. Both mines are in
production. The stream interests on the Mercedes Mine and South Arturo Mine and the Premier Gold Prepay Loan
will be the only mineral projects on material properties of the Resulting Issuer for the purposes of NI 43-101 once
the Vend In Transactions are completed. The Mercedes and South Arturo Silver Stream is to be acquired as part of
the Orion Vend In by way of the purchase of the OMF SO Share from OMF II.

The following is a summary of the material terms of the Mercedes and South Arturo Stream Agreement governing
the Mercedes and South Arturo Silver Stream:

· Delivery of (i) 100% on the silver production from the Mercedes Mine and 100% on the silver
production from the South Arturo Mine attributable to Premier Gold (40% attribution), until a total of
3.75 million ounces of refined silver have been delivered to OMF SO; and (ii) after a total of
3.75 million ounces of refined silver have been delivered pursuant to OMF SO, the delivery will be
reduced to 30%.

· Minimum annual delivery of 300 koz of refined silver until the cumulative delivery of 2.1 million
ounces.

· Subject to an ongoing cash purchase price by OMF SO equal to 20% of the prevailing silver market
price.

· As security for its obligations under the Mercedes and South Arturo Stream Agreement, Premier Gold
Mines (Cayman) Ltd., as seller, and the guarantors thereunder granted a continuing security interest
and a second-ranking encumbrance in favour of OMF SO, as purchaser’s agent on behalf of the
Purchasers (as defined in the Mercedes and South Arturo Stream Agreement) (subject to permitted
encumbrances) over (i) the equity of, or other interests in, Premier Gold Mines (Cayman) Ltd. and
each of the guarantors party to the Mercedes and South Arturo Stream Agreement, (ii) the assets of
Premier Gold relating to the Mercedes Mine and the South Arturo Mine and certain subordinated
intercompany debt, and (iii) all of the present and future acquired property of Premier Gold Mines
(Cayman) Ltd. and the guarantors party to the Mercedes and South Arturo Stream Agreement, in each
case, subject to a second amended and restated intercreditor agreement dated March 4, 2020 with the
lenders under Premier Gold’s revolving term credit facility and the lenders under the Premier Gold
Prepay Loan.

· The term of the Mercedes and South Arturo Stream Agreement is 40 years from January 31, 2019 with
automatic ten-year terms, unless there has been no active mining operations on the Mercedes Mine or
South Arturo Mine during the final ten years of the initial term or an additional term, as applicable.

See “PART III - INFORMATION CONCERNING ORION VEND IN  - OMF SO (Mercedes and South Arturo
Silver Stream, Blyvoor Gold Stream, and Premier Gold Prepay Loan) - Mercedes and South Arturo Silver Stream”.

Premier Gold Prepay Loan – Corporate – Gold Deliveries

On March 4, 2020, OMF SO, as lender (together with each other lender party thereto from time to time, the
“Lenders”), entered into the Premier Gold Prepay Loan with, among others, Premier Gold Mines (Cayman) Ltd., as
the borrower, pursuant to which the Lenders made available an incremental term facility in the principal amount of
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US$15,500,000 to supplement the US$42,187,500 term facility made available pursuant to the gold prepay credit
agreement dated September 30, 2016, which was amended and restated pursuant to a first amended and restated gold
prepay agreement dated January 31, 2019. The aggregate principal amount made available to Premier Gold Mines
(Cayman) Ltd. pursuant to the term facility under the Premier Gold Prepay Loan is US$57,687,500. As security for
its obligations under the Premier Gold Prepay Loan, Premier Gold Mines (Cayman) Ltd. and the guarantors under
the Premier Gold Prepay Loan granted a continuing security interest and a first-ranking encumbrance in favour of
OMF SO for the benefit of the Lenders (subject to permitted encumbrances) over (i) the equity of, or other interests
in, Premier Gold Mines (Cayman) Ltd. and each of the guarantors party to the Premier Gold Prepay Loan, (ii) the
assets of Premier Gold relating to the Mercedes Mine and the South Arturo Mine and certain subordinated
intercompany debt, and (iii) all of the present and future acquired property of Premier Gold Mines (Cayman) Ltd.
and the guarantors party to the Premier Gold Prepay Loan, in each case, subject to a second amended and restated
intercreditor agreement dated March 4, 2020 with the lenders under Premier Gold’s revolving term credit facility
and the purchasers under the Mercedes and South Arturo Silver Stream.

Pursuant to the Premier Gold Prepay Loan, Premier Gold is required to deliver at least 2,450 ounces of refined gold
to OMF SO in each quarter of a calendar year until June 30, 2020, and 1,000 ounces of refined gold thereafter
(subject to upward and downward adjustments in certain circumstances), until an aggregate of 16,900 ounces of
refined gold (inclusive of the ounces remaining under the first amended gold prepay agreement) have been delivered
to OMF SO. The threshold gold price per ounce for the downward and upward adjustments to the quarterly gold
quantity and the aggregate gold quantity deliverable under the Premier Gold Prepay Loan were amended to
US$1,650 per ounce of gold and US$1,350 per ounce of gold, respectively. The maturity date of the Premier Gold
Prepay Loan was extended to June 30, 2023 pursuant to the second amendment and restatement of the agreement.

See “PART III - INFORMATION CONCERNING ORION VEND IN  - OMF SO (Mercedes and South Arturo
Silver Stream, Blyvoor Gold Stream, and Premier Gold Prepay Loan) - Premier Gold Prepay Loan”.

Blyvoor Gold Stream – Witwatersrand Gold Belt, South Africa

The Blyvoor Gold Stream is a gold stream interest on the Blyvoor Gold Mine located 75 kilometres southwest of
Johannesburg in the Gauteng Province of South Africa. The Blyvoor Gold Mine is owned and operated by Blyvoor
Gold, and is in its final construction and restart phase with initial production currently expected to commence in late
2020 or early 2021. Blyvoor Gold acquired the No. 5 Shaft underground gold mining operations of the old
Blyvooruitzicht Gold Mine.

On August 30, 2018, the Blyvoor Gold Stream Agreement was executed between OMF SO, as purchaser, and
Blyvoor Capital, as seller, which was amended by a deed of amendment on April 1, 2019.

The following is a summary of the material terms of the Blyvoor Gold Stream Agreement:

· Pursuant to the terms of the Blyvoor Gold Stream Agreement, the purchaser (OMF SO) agreed to
prepay an amount of US$37,000,000, which amount was paid in 2019, to the seller to purchase such
amount of refined gold to be produced at the Blyvoor Gold Mine, as set forth below, with the proceeds
of the prepayment being used to fund the final construction of the mine and the re-entry into service of
the mine:

· for the first 300 koz of gold delivered under the stream, a 10% gold stream on the first 160 koz
of gold produced within a calendar year, then 5% stream on any additional gold produced within
the calendar year;

· following delivery of the first 300 koz of gold, but until the production of the first 10.32 million
ounces of gold, a 0.5% stream on the first 100 koz of gold produced in each calendar year; and

· the gold production at the Blyvoor Gold Mine is subject to an ongoing payment at the Blyvoor
Fixed Gold Price (being US$572/oz).

· The obligations of Blyvoor Gold under the Blyvoor Gold Stream Agreement and related documents are
secured by first ranking security over all of the present and after acquired property of Blyvoor Gold
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and the guarantors party thereto, subject to certain permitted encumbrances and an intercreditor
agreement. The security package includes 100% of the share capital of Blyvoor Gold and 76% of the
share capital of Blyvoor Gold Resources Proprietary Limited.

See “PART III - INFORMATION CONCERNING ORION VEND IN  - Orion Portfolio Assets - Blyvoor Gold
Stream”.

OMF (Mg) (Bonikro Gold Stream)

Bonikro Gold Stream – Hiré, Côte d’Ivoire

The Bonikro Gold Stream is a gold royalty stream on the Bonikro Gold Mine located in Hiré, Côte d’Ivoire,
approximately 250 kilometres north-west of the commercial capital Abidjan. The Bonikro Gold Mine is operated by
Allied Gold Corp. The Bonikro Mine consists of two primary areas namely Bonikro (37 km2 mining licence) and
Hiré (195 km2 mining licence). A third area, Dougbafla is in the process of being converted from an exploration
licence into a mining licence. Gold has been produced from the Bonikro open pit mine and through the Bonikro
carbon-in-leach plant since 2008.

On October 7, 2019, the Bonikro Gold Stream Agreement was executed among various parties including, among
others, OMF (Mg), as purchaser and Afrique Gold (Mauritius), Newcrest Hire Holdings Pte. Ltd., Hiré Gold Mine
SA, Bonikro Gold Mine SA, and Afrique Gold Exploration sarl collectively as sellers (collectively the “Bonikro
Sellers”).

The following is a summary of the material terms of the Bonikro Gold Stream Agreement:

· The purchaser (OMF (Mg)) and one if its Affiliates agreed to prepay an amount of US$20,000,000 to
the Bonikro Sellers, to purchase such amount of refined gold to be produced at the Bonikro Gold Mine,
as set forth below:

· initially, 6% in respect of each lot, until both (i) 650,000 ounces of refined gold have
been outturned following the closing date of the agreement; and (ii) 39,000 ounces of
refined gold have been delivered to the purchaser;

· thereafter, 3.5% in respect of each lot, until both (i) 1,300,000 ounces of refined gold
have been outturned; and (ii) 61,750 ounces of refined gold have been delivered to the
purchaser; and

· thereafter, 2% in respect of each lot.

· The gold production at the Bonikro Gold Mine is subject to an ongoing payment at the lesser of the
Bonikro Fixed Gold Price (being US$400/oz) and the gold market price on the business day
immediately preceding the date of delivery.

· The obligations of the Bonikro Sellers under the Bonikro Gold Stream Agreement and related
documents are secured by first ranking security over all present and after acquired property of the
seller and the guarantors party thereto, subject to certain permitted encumbrances and an intercreditor
agreement.

· Deliveries under the Bonikro Gold Stream Agreement are currently being settled on a net cash basis as
opposed to physical settlement.

See “PART III - INFORMATION CONCERNING ORION VEND IN  - Orion Portfolio Assets - Bonikro Gold
Stream”.
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Woodlawn Silver Stream and Lead Marketing Fee Agreement – New South Wales, Australia

The Woodlawn Silver Stream

The Woodlawn Silver Stream is a silver stream on the Woodlawn Mine located 50 kilometres north of Canberra in
New South Wales, Australia. The Woodlawn Mine is operated by Heron Resources Limited, and is currently in its
commissioning stage, having previously ceased production in 1998. The mine was historically mined via open pit
and underground mining between 1978 and 1998 and primarily produced zinc, lead and copper concentrates.

The Woodlawn Silver Stream Agreement was executed on June 29, 2017 among various parties including Tarago,
as the seller, and OMF LI, as the purchaser and was amended by a deed of amendment on October 4, 2019.

The following is a summary of the material terms of the Woodlawn Silver Stream Agreement:

· Pursuant to the terms of the Woodlawn Silver Stream Agreement, OMF LI (as purchaser) agreed to
make a cash deposit in an amount of US$19,000,000 to Tarago, as a prepayment for the purchase price
of silver to be delivered pursuant to the Woodlawn Silver Stream Agreement and as set forth below,
with the aforementioned cash deposit being used, among other things, to fund the development,
construction and operation of the mine:

· The stream amount on payable silver is as follows:

· 80% of the number of ounces of payable silver contained in the product until 2,150,000
ounces of refined silver have been sold and delivered to the purchaser;

· thereafter, 40% of the number of ounces of payable silver contained in the product until
3,400,000 ounces of refined silver have been sold and delivered to the purchaser;

· thereafter, 25% of payable silver for the remaining life of mine after; and

· subject to an ongoing payment of 20% of the prevailing silver market price.

· The stream amount on payable zinc is as follows:

· Silver stream based on payable zinc multiplied by the zinc stream rate multiplied by a
zinc silver conversion rate of 170.2 ounces of silver per metric tonne of zinc;

· Zinc stream rate of 0.30% until 140 tonnes of payable zinc have been delivered to the
purchaser, thereafter, 1.15% until 910 tonnes of payable zinc delivered (in the aggregate),
thereafter, 2.25% until 4,200 tonnes of payable zinc have been delivered (in the
aggregate), and thereafter, 0.75% of payable zinc for the remaining life of the mine; and

· Subject to an ongoing payment of 20% of prevailing silver market price.

· The obligations of Tarago under the Woodlawn Silver Stream are secured by, among other things, a
security interest in all of the present and after acquired property of Tarago and its subsidiaries, subject
to certain permitted encumbrances and an intercreditor agreement.

The Lead Marketing Fee Agreement

The Lead Marketing Fee Agreement was executed on June 29, 2018 between Tarago and OMF LI. It consists of a
0.2% fee payable on each tonne of payable lead contained in the project lead concentrates of the Woodlawn Mine
until such time as Tarago has paid to OMF LI the fees for and in respect of 100,000 tonnes of payable lead.

See “PART III - INFORMATION CONCERNING ORION VEND IN  - Orion Portfolio Assets - Woodlawn Silver
Stream and Lead Marketing Fee Agreement”.
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Yamana Vend In Agreement

Concurrent with the Orion Vend In, Guerrero will acquire the Yamana Portfolio Assets from the Yamana Group for
a total consideration of US$65 million. Guerrero will satisfy the purchase price by issuing 66,500,000 Common
Shares to Yamana at a price of CAD$0.90 per Common Share and by paying US$20 million in cash. Guerrero has
the option to pay up to US$10 million of the Yamana Cash Consideration through a deferred payment which will
have a term of two years (subject to early redemption features), will bear interest at an annual rate of 3% and will be
convertible into Common Shares at a price of CAD$0.90 per Common Share. Upon closing of the Yamana Vend In,
the Yamana Group (including any Affiliates) is expected to hold approximately 13.13% of the Resulting Issuer’s
outstanding Common Shares, prior to considering any shares underlying the Yamana Deferred Payment Agreement,
if issued, in the event of a Minimum Private Placement and 13.01% in the event of a Maximum Private Placement.

Yamana Portfolio Assets

RDM Gold Royalty – Minas Gerais, Brazil

The RDM Gold Royalty is an NSR Royalty on the RDM Gold Mine which is located in the northern part of Minas
Gerais, Brazil. The RDM Gold Mine is operated by MRDM, a wholly-owned Brazilian subsidiary of Equinox Gold
Corp. (the company resulting from the combination of Equinox Gold Corp. and Leagold Mining Corporation
pursuant to an arrangement that became effective of March 10, 2020) and is currently in production.

The RDM Gold Mine is a conventional open pit and carbon-in-leach operation, which commenced commercial
production in early 2014. Average life of mine production at RDM is estimated to be approximately 98,000 ounces
of gold per year over a nine-year mine life. Potential underground production could extend the mine life.

The details of the royalty are as follows: a 1% NSR Royalty on the revenue related to the sale of gold and a 2% NSR
Royalty on the revenue related to sale of mineral products which originates in any other minerals (base metals).

See “PART IV – INFORMATION CONCERNING YAMANA VEND IN - Yamana Portfolio Assets - RDM Gold
Royalty”.

Gualcamayo Gold Royalty and DCP Commercial Production Payment – San Juan, Argentina

The Gualcamayo Gold Royalty is an NSR Royalty on the Gualcamayo Mine which is situated in the Province of San
Juan, Argentina and is currently operated by Mineros S.A. The oxides component of the Gualcamayo Mine is in
production and has produced 1.4 million ounces of gold from both open pit and underground operations since
commencing commercial production in 2009. The DCP component of the mine consists of a Mineral Resource
located mainly to the west at the depth of the current mining operations and is at the pre-feasibility study stage of
development.

The details of the Gualcamayo Gold Royalty and DCP Commercial Production Payment are as follows:

· 2% NSR Royalty based on the production from the oxides, excluding the first 396,000 ounces
(estimated at 275,000 ounces from January 1, 2020, onwards) of gold contained in product produced
from the non-DCP component of the mine; the maximum aggregate amount payable under the
Gualcamayo Gold Royalty is capped at US$50 million;

· 1.5% NSR Royalty on production from the DCP in perpetuity; and

· DCP Commercial Production Payment of US$30 million upon commencement of the DCP
Commercial Production.

See “PART IV – INFORMATION CONCERNING YAMANA VEND IN - Yamana Portfolio Assets - Gualcamayo
Gold Royalty and DCP Commercial Production Payment”.
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Suruca Gold Royalty – Goias, Brazil

The Suruca Gold Royalty is a 2% NSR Royalty on the Suruca gold deposit upon which the Suruca Project is being
developed. The Suruca Project is located in Goias State, Brazil approximately 320 kilometres north of the state
capital of Goiania and 270 kilometres northwest of the national capital of Brasilia. The Suruca Project is a gold-
bearing development project operated by Mineração Maracá Indústria e Comércio S.A., the owner of the Chapada
Copper-Gold Mine and a subsidiary of Lundin Mining. The Suruca Project is located approximately
seven kilometres north-east from the Chapada Copper-Gold Mine. The Suruca Project is not yet in production.

The Suruca Gold Royalty is a 2% NSR Royalty on gold produced at the Suruca Project.

See “PART IV – INFORMATION CONCERNING YAMANA VEND IN - Yamana Portfolio Assets - Suruca Gold
Royalty”.

Interests of Insiders, Promoters or Control Persons

The current directors of Guerrero, other than Vincent Metcalfe and Joseph de la Plante, will resign at the Closing of
the Vend In Transactions. In addition, Istvan Zollei, Robin Weisman, Gerardo Fernandez, Matthew Gollat and Jamie
Porter will be appointed directors of the Resulting Issuer as of the Closing of the Vend In Transactions. Vincent
Metcalfe, Joseph de la Plante and Elif Lévesque, the current officers of Guerrero, will remain officers of the
Resulting Issuer and will continue to have the same titles and responsibilities with the Resulting Issuer. See “PART
V – INFORMATION CONCERNING THE RESULTING ISSUER - Principal Securityholders - Investor Rights
Agreement”.

The ownership (directly or indirectly) by Insiders, Promoters and Control Persons of Guerrero with respect to the
Common Shares is, and the ownership (directly or indirectly) by Insiders, Promoters and Control Persons of the
Resulting Issuer with respect to the Common Shares will be, as follows:

Insider, Promoter or
Control Person

Guerrero Common Shares
as at the date of the Filing

Statement

Common Shares
(After Giving Effect to the Minimum

Private Placement and Vend In
Transactions)

Common Shares
(After Giving Effect to the

Maximum Private Placement
and Vend In Transactions)

Number Percentage(1) Number Percentage(2) Number Percentage(3)

Peter McRae(4)

Director of Guerrero
- - - - - -

James Ward(4)

Director of Guerrero
- - - - - -

Barry Hildred(4)

Director of Guerrero
199,980 0.60% 199,980 0.04% 199,980 0.04%

Branden Keast(4)(6)

Director of Guerrero
8,103,220 24.35% 8,103,220 1.60% 8,658,775(11) 1.69%(11)

Vincent Metcalfe
Director of Guerrero
and of the Resulting
Issuer, and CEO of
Guerrero and Chairman
and CEO of the
Resulting Issuer

6,303,220 18.94% 6,358,220 1.26% 6,423,220(12) 1.26%(12)
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Insider, Promoter or
Control Person

Guerrero Common Shares
as at the date of the Filing

Statement

Common Shares
(After Giving Effect to the Minimum

Private Placement and Vend In
Transactions)

Common Shares
(After Giving Effect to the

Maximum Private Placement
and Vend In Transactions)

Number Percentage(1) Number Percentage(2) Number Percentage(3)

Joseph de la Plante
Director of Guerrero
and of the Resulting
Issuer, and CIO of
Guerrero and of the
Resulting Issuer

6,303,220 18.94% 6,423,220 1.27% 6,423,220 1.26%

Elif Lévesque(4)

Director of Guerrero
and CFO of Guerrero
and the Resulting Issuer

100,000 0.30% 435,000 0.09% 435,000 0.09%

Istvan Zollei(5)(8)

Director of the
Resulting Issuer

- - - - - -

Robin Weisman(5)

Director of the
Resulting Issuer

- - - - - -

Gerardo Fernandez(5)(9)

Director of the
Resulting Issuer

- - 250,000 0.05% 250,000 0.05%

Matthew Gollat(5)(8)

Director of the
Resulting Issuer

- - 11,000 0.00% 11,000 0.00%

Jamie Porter(5)

Director of the
Resulting Issuer

- - 200,000 0.04% 200,000 0.04%

Orion Group(13)

Control Person of the
Resulting Issuer

- - 396,455,965 78.31% 396,455,965 77.58%

Yamana
Insider of the Resulting
Issuer

- - 66,500,000(7) 13.13% 66,500,000(7) 13.01%

Medalist Capital Ltd.
Insider of Guerrero(10)

8,103,220 24.35% 8,103,220 1.60% 8,658,775(11) 1.69%(11)

____________________
(1) Based on 33,282,236 Common Shares outstanding.
(2) Based on 506,282,470 Common Shares outstanding after giving effect to the Minimum Private Placement and the Vend In Transactions

(comprised of 10,044,269 Subscription Receipts outstanding to acquire the same number of Common Shares, and 33,282,236 Common
Shares issued and outstanding).

(3) Based on 511,015,979 Common Shares outstanding after giving effect to the Maximum Private Placement and the Vend In Transactions
(comprised of 14,777,778 Subscription Receipts outstanding to acquire the same number of Common Shares, and 33,282,236 Common
Shares issued and outstanding).

(4) Will resign as a director of Guerrero at the Closing of the Vend In Transactions.
(5) Will be appointed as a director of the Resulting Issuer at the Closing of the Vend In Transactions.
(6) Includes Common Shares held by Medalist Capital Ltd., a company controlled by Branden Keast, Riley Keast and Stephen Sandusky.
(7) Yamana would hold 15,655,555 Common Shares representing 15.74% of the issued and outstanding Common Shares in the event of a

Minimum Private Placement and 15.60% in the event of a Maximum Private Placement, if the maximum principal amount of the Yamana
Deferred Payment (US$10 million converted into Canadian dollars using the daily exchange rate announced by the Bank of Canada on the
business day preceding the date of the Filing Statement) was converted into Common Shares on the closing date of the Vend In
Transactions. The total number of Common Shares issuable under the Yamana Deferred Payment Agreement will vary based on the Bank
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of Canada exchange rate used at the time to convert the principal amount of the Yamana Deferred Payment Agreement into Canadian
dollars.

(8) Mr. Zollei and Mr. Gollat will be the Orion Nominees.
(9) Mr. Fernandez will be the Yamana Nominee.
(10) Medalist Capital Ltd. will not be an insider of the Resulting Issuer upon the Completion of the RTO due to the decrease in its ownership

percentage in the Common Shares after giving effect to the Private Placement and the Vend In Transactions.
(11) It is anticipated that Medalist Capital Ltd. will purchase 555,555 Subscription Receipts at the closing of the third and final tranche of the

Private Placement.
(12) It is anticipated that Mr. Metcalfe will purchase an additional 65,000 Subscription Receipts at the closing of the third and final tranche of

the Private Placement.
(13) OMF II and OMF III will be the Shareholders of record of the Common Shares. OMF II and OMF III are managed by Orion Mine Finance

Management II Limited and Orion Mine Finance Management III LLC, respectively. Orion Mine Finance Management II Limited and
Orion Mine Finance Management III LLC are part of the Orion Mine Finance Group.

See “PART II - INFORMATION CONCERNING GUERRERO” and “PART V – INFORMATION
CONCERNING THE RESULTING ISSUER”.

Arm’s Length Transaction

The Vend In Transactions are not a Non-Arm’s Length Transaction in accordance with the policies of the TSXV.

Available Funds and Principal Purposes

Available Funds

As at April 30, 2020, on a pro forma basis, the estimated funds available to the Resulting Issuer after giving effect to
the Private Placement and the Vend In Transactions, after deducting the expenses of the Private Placement and the
Vend In Transactions, will be approximately US$4,570,000 if the Minimum Private Placement is completed or
US$7,444,000 if the Maximum Private Placement is completed.

Principal Purposes

The Resulting Issuer currently intends to use the funds as follows during the 12-month period following completion
of the Private Placement and the Vend In Transactions:

Principal Purpose
Minimum Private

Placement
(US$)

Maximum Private
Placement

(US$)

Administrative expenses $572,000 $880,000

Management salaries — $151,000

Estimated legal, accounting and other professional fees $390,000 $748,000

Estimated fees associated with the Vend In Transactions and the
Private Placement

$946,000 $946,000

Debt service repayment - capital and interest (including under the
Yamana Deferred Payment Agreement)

$275,000 $275,000

Unallocated working capital $2,387,000 $4,444,000

Total: $4,570,000 $7,444,000

Please refer to the column identified as “Resulting Issuer Pro Forma Consolidated, as at April 30, 2020” in the table
under “Selected Pro Forma Financial Information” below, for the pro forma cash balance as at April 30, 2020
assuming the Minimum Private Placement is completed.

It is expected that the Resulting Issuer will use a substantial portion of the unallocated working capital to source and
negotiate acquisitions of precious metal and other high-quality royalties, streams and similar interests.
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See “PART V – INFORMATION CONCERNING THE RESULTING ISSUER”.

Selected Pro Forma Financial Information

The following table sets out selected financial information for Guerrero, as well as unaudited pro forma financial
information for the Resulting Issuer on a consolidated basis, after giving effect to the Vend In Transactions and the
Minimum Private Placement. The following information should be read in conjunction with the financial statements
set out in the Exhibits hereto.

(in thousands
of U.S.

Dollars)

Guerrero, as at
December 31,

2019

Orion Fund II
Portfolio, as at
December 31,

2019

Bonikro Gold
Stream, as at
December 31,

2019

Yamana
Portfolio, as at
December 31,

2019
Pro Forma

Adjustments

Resulting Issuer
Pro Forma

Consolidated, as
at December 31,

2019
Pro Forma

Adjustments(7)

Resulting Issuer
Pro Forma

Consolidated, as at
April 30, 2020(7)

Cash $737 — — — $5,904(1) — — $4,570

$(854)(2) —

$(10,000)(3) $(4,213)(6)

$4,213(6) $9,033(4)

— $(250)(5)

Total
Assets

(including
non-

current
assets)

$795 $76,255 $20,106 $62,887 $11,946 $171,989 $4,570 $176,559

Total
Liabilities
(including

non-
current

liabilities)

$161 $375 $150 $470 $13,743 $14,899 $(4,213) $10,686

Working
Capital

$634 $6,907 — — $(4,950) $2,591 $8,783 $11,374

Equity $634 $75,880 $19,956 $62,417 $(1,797) $157,090 $8,783 $165,873
____________________
(1) To record the US$5,904,000 in respect of the Minimum Private Placement, net of Common Share issuance costs of US$583,000.
(2) Approximate estimate of costs of the Vend In Transactions.
(3) To record the payment of the Yamana Cash Consideration.
(4) To record the amount of US$9,982,000 received on the Orion Portfolio Assets from January 1, 2020 to April 30, 2020. This amount was not

included in the unaudited pro forma balance sheet, as they were prepared as at December 31, 2019.
(5) To reflect other administrative expenses and payments for the period from January 1, 2020 to April 30, 2020.
(6) To reflect the cash deficiency as at December 31, 2019 as bank overdraft and the payment of such bank overdraft as at April 30, 2020.
(7) Financial information in this column is not extracted from the unaudited pro forma financial statements of the Resulting Issuer, as the

transactions presented cover the period starting January 1, 2020 to April 30, 2020 and gives effect to the Vend In Transactions as if they had
occurred on April 30, 2020.

Stock Exchange Listing and Approval

The Common Shares trade on the TSXV under the symbol “GV”. The TSXV has conditionally approved Guerrero’s
application for the Vend In Transactions and the Private Placement, subject to Guerrero fulfilling all of the
requirements of the TSXV on or before August 12, 2020. Guerrero has applied to have the Common Shares listed on
TSX upon the Completion of the RTO. Listing is subject to the approval of the TSX in accordance with its
original listing requirements. The TSX has not conditionally approved Guerrero’s listing application and
there is no assurance that the TSX will approve the listing application. The conditional approval of the TSX is
a condition for the Closing of the Vend In Transactions.

Certain of the Target Assets consist of securities of Affiliates of the Orion Group. These securities are not listed on
any stock exchange and there is currently no public market for these securities.
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Market Price of the Common Shares

On February 24, 2020, trading in the Common Shares was halted in accordance with the policies of the TSXV
following announcement by Guerrero that it had entered into the Vend In Agreements with the Orion Group and the
Yamana Group. Trading in the Common Shares will resume only after the Completion of the RTO. The closing
price of the Common Shares on the TSXV on February 21, 2020, the last completed trading day prior to the
announcement by Guerrero that it had entered into the Vend In Agreements with the Orion Group and the Yamana
Group, was CAD$0.38 per Common Share. See “PART II - INFORMATION CONCERNING GUERRERO”.

Sponsorship and Agent Relationship

In connection with the Resulting Issuer’s application for listing on the TSX as a “non-exempt Industrial” issuer, the
Resulting Issuer will seek to rely on a waiver from the TSX sponsorship requirements, as well as the TSXV
requirements on the basis of (i) Guerrero already being a reporting issuer with previous activity; (ii) the Resulting
Issuer being in the business of mineral royalty/streaming, as opposed to mineral exploration and extraction; (iii) the
background and expertise of the management team and the directors of the Resulting Issuer, each of whom has been
involved in the management of TSX-listed issuers and has extensive experience with operating mining companies
and/or precious metals royalty and streaming companies; (iv) the mineral projects on properties material to the
Resulting Issuer being held by Premier Gold, a TSX-listed issuer; (v) certain of the other properties underlying the
Orion Portfolio Assets and the Yamana Portfolio Assets also being held by TSX-listed issuers; and (vi) the
acquisition of the Orion Portfolio Assets and the Yamana Portfolio Assets being from established industry players
who have substantial experience sourcing and operating royalty, stream and other derivative mineral assets, and who
will be significant Shareholders following the Completion of the RTO. There are no actual or anticipated agreements
between the Resulting Issuer and any registrant to provide sponsorship or corporate finance services either now or in
the future. See “PART VI - GENERAL MATTERS - Sponsorship and Agent Relationship”.

Conflicts of Interest

Certain of the individuals proposed for appointment as directors or officers of the Resulting Issuer upon the Closing
of the Vend In Transactions are also directors, officers and/or promoters of other reporting and non-reporting issuers
involved in natural resources exploration, development or production or investment in natural resources issuers or
which may hold royalties, streams or other similar interests in natural resources issuers. Accordingly, conflicts of
interest may arise which could influence these individuals when evaluating possible acquisitions or in general when
acting on behalf of the Resulting Issuer, notwithstanding that they will be bound by the provisions of the CBCA, to
which the Resulting Issuer will be subject, to act honestly and in good faith with a view to the best interests of the
Resulting Issuer. In addition, each of the directors is required to disclose such conflicts to the Resulting Issuer if and
when they arise and refrain from voting on any matter in which such directors may have a conflict of interest in
accordance with the procedures set forth in the CBCA and other applicable laws. To the best of its knowledge,
Guerrero is not aware of any specific conflicts of interest that exist as of the date hereof between the Resulting
Issuer and any of the individuals proposed for appointment as directors or officers of the Resulting Issuer upon the
Closing of the Vend In Transactions. See “ PART V – INFORMATION CONCERNING THE RESULTING
ISSUER - Conflicts of Interest”.

Experts

No person or company whose profession or business gives authority to a statement made by the person or company
and who is named as having prepared or certified a part of this Filing Statement or as having prepared or certified a
report or valuation described or included in this Filing Statement holds any beneficial interest, direct or indirect, in
any securities or property of Guerrero, the Orion Group or the Yamana Group or of an Associate or Affiliate of
Guerrero, the Orion Group or the Yamana Group, and no such person is expected to be elected, appointed or
employed as a director, officer or employee of the Resulting Issuer or of an Associate or Affiliate of the Resulting
Issuer. See “PART VI - GENERAL MATTERS - Experts”.
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Risk Factors

The Orion Portfolio Assets, the Yamana Portfolio Assets, the business of Guerrero and the Closing of the Vend In
Transactions are subject to risks, as is the business of the Resulting Issuer, which shall initially consist of holding the
Orion Portfolio Assets and the Yamana Portfolio Assets. The Resulting Issuer’s future development and actual
operating results may be very different from those expected as at the date of this Filing Statement. Readers should
carefully consider the risks factors included herein relating to Resulting Issuer and its future performance, which
include risks related to Guerrero, as well as the Resulting Issuer, the Orion Portfolio Assets, the Yamana Portfolio
Assets, the Closing of the Vend In Transactions. See “PART I - RISK FACTORS”.
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PART I - RISK FACTORS

The business of the Resulting Issuer following the Completion of the RTO will be to hold the Orion Portfolio Assets
and the Yamana Portfolio Assets, as well as the growth and development of the Resulting Issuer’s business.
Accordingly, risk factors relating to the Orion Portfolio Assets, the Yamana Portfolio Assets, the Vend In
Transactions and the Private Placement will be risk factors relating to the Resulting Issuer’s business. Due to the
nature of the operating assets underlying the Orion Portfolio Assets and the Yamana Portfolio Assets, the legal and
economic climate in which those assets operate and their present stage of development and proposed operations, the
Resulting Issuer will be subject to significant risks. The following is a summary of certain risk factors relating to the
business of the Resulting Issuer and is qualified in its entirety by reference to, and must be read in conjunction with,
the detailed information appearing elsewhere in this Filing Statement. Other risks and uncertainties that the
Resulting Issuer does not presently consider to be material, or of which the Resulting Issuer is not presently aware,
may become important factors that affect the future financial condition and results of operations of the Resulting
Issuer. The occurrence of any of the risks discussed below could materially adversely affect the Resulting Issuer’s
business, prospects, financial condition, results of operations, cash flow or the trading price of its securities. The
Resulting Issuer’s future development and actual operating results may be very different from those expected as at
the date of this Filing Statement.

Risks Relating to the Resulting Issuer’s Business and Industry

The risks arising from the current COVID-19 pandemic may have a significant impact on the Resulting Issuer

The current COVID-19 global health pandemic is significantly impacting the global economy and commodity and
financial markets. The impact of the fast-spreading COVID-19 pandemic on the Resulting Issuer remains
unpredictable as of the date of this Filing Statement. To date, the outbreak has caused extreme volatility in financial
markets, a slowdown in economic activity, extreme volatility in commodity prices (including gold) and has raised
the prospect of an extended global recession. The international response to COVID-19 has led to significant
restrictions on travel, temporary business closures, operating, supply chain and project development delays and
disruptions, quarantines and a general reduction in consumer activity, globally. In addition, as efforts are undertaken
to slow the spread of the COVID-19 pandemic, the operation and development of mining projects are and may be
further impacted. To date, a number of mining projects have been suspended or activities on such mining projects
have been reduced as cases of COVID-19 have been confirmed, including projects underlying the Target Assets, for
precautionary purposes or as governments have declared states of emergency, imposed regulations or taken other
actions in response to the COVID-19 pandemic. While these measures are expected to be temporary, the duration of
the business disruptions internationally and related financial impact will depend on future developments, which are
highly uncertain and cannot be predicted at this time, and include the duration, severity and scope of the outbreak
and the actions taken by governments and other regulators in each jurisdiction to contain or treat the COVID-19
pandemic.

If the operation or development of one or more of the properties in which the Resulting Issuer will hold a royalty,
stream or other interest and from which it will receive or expects to receive significant revenue is suspended or the
development is delayed for precautionary purposes or as governments declare states of emergency, impose
regulations or other actions are taken in an effort to combat the spread of COVID-19, such events may have a
material adverse effect on the Resulting Issuer’s profitability, results of operations, ability to raise funding, financial
condition and on the trading price of the Resulting Issuer’s securities, and such material adverse effects may be
experienced for a prolonged period of time.

OMF LI and Guerrero have been advised that the operations at the Woodlawn Mine of Heron Resources Limited in
Australia were suspended and that the project has been put into care and maintenance as of March 24, 2020 until at
least June 26, 2020, in response to a number of factors, including the COVID-19 pandemic, its impact on global
demand for commodities, the price of zinc and the extraordinary travel restrictions imposed by the Australian federal
and state governments. The suspension may be extended further and the continuation of the operations at the
Woodlawn Mine will depend on multiple factors, including but not limited to the recovery of the demand for
commodities and the price of zinc in the near future. Premier Gold announced on April 1, 2020 that it temporarily
suspended mining activities at the Mercedes Mine in response of the Mexican federal government order that all non-
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essential businesses temporarily suspend operations until April 30, 2020. On April 21, 2020, the Mexican federal
government extended the order to suspend all non-essential activities until May 30, 2020. Guerrero cannot
reasonably estimate the impact of these suspensions on the business of the Resulting Issuer or whether they will be
extended further.

In addition, the activities at the Gualcamayo Mine were temporarily demobilized on March 19, 2020, following the
implementation of various measurers by the Argentinean government in response to the COVID-19 pandemic. The
Gualcamayo Mine has since resumed operations, but at a reduced capacity in order to satisfy hygiene protocols and
transit restrictions that remain in effect. The South African government implemented a nationwide lockdown on
March 26, 2020, which designated gold and coal mining (and any operation or activity incidental to gold and coal
mining) as an essential service. As a result, the Blyvoor Gold Mine is permitted to operate as of the date hereof but
Blyvoor Gold was required to implement strict measures to protect the health of workers at the project. These
measures may have an effect on the operations and development of the mine, which may indirectly negatively
impact the Resulting Issuer. The broader impact of the COVID-19 pandemic on investors, businesses, the global
economy or financial and commodity markets may have a material adverse effect on the Resulting Issuer.

Changes in commodity prices will affect the revenues generated from the portfolio to be acquired by the
Resulting Issuer and the profitability of the Resulting Issuer

The revenue derived by the Resulting Issuer from its asset portfolio will be significantly affected by changes in the
price of the commodities underlying the royalties, streams and other interests. Commodity prices, including those to
which the Resulting Issuer is exposed, fluctuate on a daily basis and are affected by numerous factors beyond the
control of the Resulting Issuer, including levels of supply and demand, industrial investment levels, inflation and the
level of interest rates, the strength of the U.S. dollar, geopolitical events and the current COVID-19 pandemic. Such
external economic factors are in turn influenced by changes in international investment patterns, monetary systems
and political developments.

Future material price declines may result in a decrease in revenue or, in the case of severe declines that cause a
suspension or termination of production by relevant operators, a complete cessation of revenue from royalties,
streams or other interests applicable to one or more relevant commodities. Moreover, despite the Resulting Issuer’s
commodity diversification, the broader commodity market tends to be cyclical, and a general downturn in overall
commodity prices could result in a significant decrease in overall revenue. Any such price decline may result in a
material adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the
trading price of its securities.

The precious metals subject to the royalty, stream or other interests to be acquired by the Resulting Issuer are
produced or will be produced as by-product metals at some of the properties in respect of which the Resulting Issuer
will hold a royalty, stream or other interest; therefore, production decisions and the economic cut-off applied to the
reporting of Mineral Reserves and Mineral Resources, as applicable, will be influenced by changes in the
commodity prices of other metals at the mines. Where the Resulting Issuer’s interest is in respect of a by-product
metal, commodity prices of the by-product metal and the principal metal may diverge such that the interests of
owners or operators and the Resulting Issuer may not be aligned.

The Resulting Issuer will have no or limited control over the operation of the properties in respect of which the
Resulting Issuer will hold an interest and the operators’ failure to perform or decision to cease or suspend
operations will affect the revenues of the Resulting Issuer

The Resulting Issuer will not be directly involved in the operation of mines. The revenue derived from its asset
portfolio will be based on production by third-party property owners and operators. The owners and operators
generally will have the power to determine the manner in which the properties are exploited, including decisions to
expand, continue or reduce, suspend or discontinue production from a property, decisions about the marketing of
products extracted from the property and decisions to advance exploration efforts and conduct development of non-
producing properties. The interests of third-party owners and operators and those of the Resulting Issuer on the
relevant properties may not always be aligned. As an example, it will usually be in the interest of the Resulting
Issuer to advance development and production on properties as rapidly as possible in order to maximize near-term
cash flow, while third-party owners and operators may take a more cautious approach to development as they are at
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risk with respect to the cost of development and operations. Likewise, it may be in the interest of property owners to
invest in the development of and emphasize production from projects or areas of a project that are not subject to
royalty, stream or other interests. The inability of the Resulting Issuer to control the operations for the properties in
respect of which it has a royalty, stream or other interest may result in a material adverse effect on the Resulting
Issuer’s profitability, results of operations and financial condition and the trading price of its securities. In addition,
the owners or operators may take action contrary to the Resulting Issuer’s policies or objectives, be unable or
unwilling to fulfill their obligations under their contracts with the Resulting Issuer, have difficulty obtaining or be
unable to obtain the financing necessary to advance projects or experience financial, operational or other difficulties,
including insolvency, which could limit the owner or operator’s ability to perform its obligations under
arrangements with the Resulting Issuer.

At any time, any of the operators of the properties in respect of which the Resulting Issuer will hold a royalty,
stream or other interest or their successors may decide to suspend or discontinue operations. In particular, due to the
COVID-19 pandemic, many mining projects around the world (including projects underlying the Target Assets)
have been forced to temporarily suspend mining operations. The Resulting Issuer may not be entitled to any material
compensation if any of the properties in respect of which it will hold a royalty, stream or other interest shuts down
or discontinues their operations on a temporary or permanent basis. As a result of the COVID-19 pandemic and for
other financial reasons, the Resulting Issuer may need to provide covenant waivers in the future pursuant to
financing documents to certain operators of properties in respect of which it will hold a royalty, stream or other
interest.

The Mercedes and South Arturo Silver Stream will be significant to the Resulting Issuer once the Vend In
Transactions are completed. Other assets and properties may become significant to the Resulting Issuer from
time to time and any adverse development related to any such assets will affect the revenue derived from such
assets

Guerrero considers that the Premier Gold Prepay Loan and the stream interests to be acquired on the Mercedes Mine
and the South Arturo Mine will be its only mineral projects on properties material to the Resulting Issuer for the
purposes of NI 43-101 once the Vend In Transactions are completed. As new assets are acquired or move into
production, the materiality of each of the Resulting Issuer’s assets will be reconsidered. Any adverse development
affecting the development or operation of, production from or recoverability of Mineral Reserves from the Mercedes
Mine and South Arturo Mine, or any other significant property in the Resulting Issuer’s asset portfolio from time to
time, including, but not limited to, unusual and unexpected geologic formations, seismic activity, rock bursts, cave-
ins, pit wall failures, tailings dam failures, flooding and other conditions involved in the drilling and removal of
material, any of which could result in damage to, or destruction of, mines and other producing facilities, damage to
life or property, environmental damage, or the inability to hire suitable personnel and engineering contractors or
secure supply agreements on commercially suitable terms, may have a material adverse effect on the Resulting
Issuer’s profitability, results of operations and financial condition and the trading price of its securities. Any adverse
decision made by the owners and operators of the assets that may be material to the Resulting Issuer, including for
example, alterations to development or mine plans or production schedules, may impact the timing and amount of
revenue that the Resulting Issuer receives and may have a material adverse effect on the Resulting Issuer’s
profitability, results of operations and financial condition and the trading price of its securities.

Some of the properties in respect of which the Resulting Issuer will acquire an interest may never achieve
commercial production, and the Resulting Issuer may lose its entire investment

Some of the projects or properties in respect of which the Resulting Issuer will acquire an interest are in the
construction, development or expansion stage. There can be no assurance that construction, development or
expansion will be completed on a timely basis or at all. If such properties do not reach commercial production, the
Resulting Issuer will not be able to secure repayment of any upfront deposit paid to the counter-party under the
terms of the applicable contract, which may have a material adverse effect on the Resulting Issuer’s profitability,
results of operations and financial condition and the trading price of its securities.

To the extent that any of the owners or operators of properties in respect of which the Resulting Issuer will hold a
royalty, stream or other interest default under their credit and other financing documents, this could delay or inhibit
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operations at the relevant properties, which may have a material adverse effect on the Resulting Issuer’s
profitability, results of operations and financial condition and the trading price of its securities.

Sale of assets in respect of which the Resulting Issuer will hold an interest may result in a new operator and any
failure of such operator to perform could affect the revenues of the Resulting Issuer

The owners or operators of the projects or mines in respect of which the Resulting Issuer will hold an interest may
from time to time announce transactions, including the sale or transfer of the projects or mines or of the operator
itself, over which the Resulting Issuer has little or no control. If such transactions are completed it may result in a
new operator controlling the project or mine, who may or may not operate the project or mine in a similar manner to
the current operator which may positively or negatively impact the Resulting Issuer. If any such transaction is
announced, there is no certainty that such transaction will be completed, or be completed as announced, and any
consequences of such non-completion on the Resulting Issuer may be difficult or impossible to predict.

The Resulting Issuer may acquire royalties, streams or other interests in respect of properties that are speculative
and there can be no guarantee that mineable deposits will be discovered, developed or mined

Exploration for metals and minerals is a speculative venture necessarily involving substantial risk. There is no
certainty that the expenditures made by the operator of any given project will result in discoveries of commercial
quantities of minerals on lands where the Resulting Issuer will hold royalties, streams or other interests.

If mineable deposits are discovered, substantial expenditures will be required to establish Mineral Reserves through
drilling, to develop processes to extract the resources and, in the case of new properties, to develop the extraction
and processing facilities and infrastructure at any site chosen for extraction. Although substantial benefits may be
derived from the discovery of a major deposit, no assurance can be given that resources will be discovered in
sufficient quantities to justify commercial operations or that the funding required for development can be obtained
on terms acceptable to the operator or at all. Although, in respect of these properties, the Resulting Issuer intends to
hold only royalties, streams or other interests and not be responsible for these expenditures, the operator may not be
in a financial position to obtain the necessary funding to advance the project.

The Resulting Issuer may have limited access to data and disclosure regarding the operation of properties in
respect of which it will acquire interests, which may affect its ability to assess and predict the performance of its
royalties, streams or other interests

As a holder of royalties, streams and other interests, the Resulting Issuer will generally have limited access to data
on the operations or to the actual properties themselves. Accordingly, the Resulting Issuer will need to rely on the
accuracy and timeliness of the public disclosure and other information it receives from the owners and operators of
the properties in respect of which it will hold royalties, streams and other interests. The Resulting Issuer will use
such information, including production estimates, in its analyses, forecasts and assessments relating to its own
business. If such information contains material inaccuracies or omissions, the Resulting Issuer’s ability to assess and
accurately forecast its own performance or achieve its stated objectives may be materially impaired. In addition,
some royalties, streams or other interests may be subject to confidentiality arrangements which govern the
disclosure of information with regard to the royalties, streams or other interests and, as such, the Resulting Issuer
may not be in a position to publicly disclose such information with respect to certain royalties, streams or other
interests. The limited access to data and disclosure regarding the operations of the properties in respect of which the
Resulting Issuer will acquire an interest may restrict the Resulting Issuer’s ability to enhance its performance which
may result in a material adverse effect on the Resulting Issuer’s profitability, results of operations and financial
condition and the trading price of its securities.

Although the Resulting Issuer will attempt to secure contractual rights when it creates new royalty, stream or other
interests, such as audit or access rights that will permit it to monitor operators’ compliance with their obligations to
the Resulting Issuer, there can be no assurance that the Resulting Issuer will be able to secure such rights, or that
such rights will be sufficient to ensure such compliance or to affect operations in ways that would be beneficial to
the Resulting Issuer.
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The Resulting Issuer will depend on the operators of the properties in respect of which it will hold a stream,
royalty or other interest for the calculation of certain payments, and it may not be possible to detect errors in
payment calculations

Payments and deliveries to the Resulting Issuer pursuant to royalties, streams and other interests will be calculated
by the operators of the relevant properties based on reported production. Each operator’s calculations will be subject
to and dependent upon the adequacy and accuracy of its production and accounting functions, and errors may occur
from time to time in the calculations made by an operator. Certain contracts for royalties, streams or other interests
to be acquired by the Resulting Issuer will require the operators to provide the Resulting Issuer with production and
operating information that may, depending on the completeness and accuracy of such information, enable the
Resulting Issuer to detect errors in such calculations. However, the Resulting Issuer may not have the contractual
right to receive production information for all of its royalties, streams and other interests. As a result, the Resulting
Issuer’s ability to detect payment errors in respect of royalties, streams or other interests through its monitoring
program of its interests and its associated internal controls and procedures will be limited, and the possibility will
exist that the Resulting Issuer will need to make retroactive revenue adjustments in respect of royalties, streams or
other interests. Some of the contracts for royalties, streams and other interests to be acquired by the Resulting Issuer
will provide the right to audit the operational calculations and production data for the associated payments and
deliveries in respect of such royalties, streams and other interests; however, such audits may occur many months
following the Resulting Issuer’s recognition of the revenue in respect of the royalties, streams or other interests and
may require the Resulting Issuer to adjust its revenue in later periods.

The Resulting Issuer will be dependent on the payment or delivery by the owners and operators of the properties
in respect of which the Resulting Issuer will acquire a royalty, stream or other interest, and any delay in or
failure of such payments or deliveries will affect the revenues generated by the Resulting Issuer’s asset portfolio

The Resulting Issuer will be dependent, to a large extent, upon the financial viability of the owners and operators of
the relevant properties in respect of which it will hold royalties, streams and other interests. Payments and deliveries
from production will generally flow through the operator and there is a risk of delay and additional expense in
receiving such payments or deliveries. Payments and deliveries may be delayed as a result of restrictions imposed by
lenders, delays in the sale or delivery of products, the ability or willingness of smelters and refiners to process mine
products, delays in the connection of wells to a gathering system, blowouts or other accidents, recovery by the
operators of expenses incurred in the operation of the properties, the establishment by the operators of reserves for
such expenses or the insolvency of the operator. The Resulting Issuer’s rights to payment or delivery pursuant to
royalties, streams and other interests will, in some cases, be enforced by contract without the protection of the ability
to liquidate a property. This will inhibit the Resulting Issuer’s ability to collect outstanding payments or deliveries in
respect of such royalties, streams or other interests upon a default. Additionally, some contracts may provide limited
recourse in particular circumstances which may further inhibit the Resulting Issuer’s ability to recover or obtain
equitable relief in the event of a default by the owner or operator under such contracts. In the event of a bankruptcy
of an operator or owner, it is possible that an operator may claim that the Resulting Issuer should be treated as an
unsecured creditor and, therefore, have a limited prospect for full recovery of revenue. There is also a possibility that
a creditor or the owner or operator may claim that the royalty or stream contract should be terminated in the
insolvency proceeding. Alternatively, in order to preserve its interest in a royalty, stream or other interest in the
context of an insolvency or similar proceeding, the Resulting Issuer may be required to make additional investments
in, or provide funding to, owners or operators, which would increase its exposure to the relevant interest and
counter-party risk. Failure to receive payments or deliveries from the owners and operators of the relevant properties
or termination of the Resulting Issuer’s rights may result in a material adverse effect on the Resulting Issuer’s
profitability, results of operations and financial condition and the trading price of its securities.

Global financial conditions may destabilize

Global financial conditions could suddenly and rapidly destabilize in response to future events, as government
authorities may have limited resources to respond to future crises. Future crises may be precipitated by any number
of causes, including natural disasters, geopolitical instability, changes to energy prices or sovereign defaults. Any
sudden or rapid destabilization of global economic conditions could negatively impact the Resulting Issuer’s ability,
or the ability of the owners or operators of the properties in respect of which the Resulting Issuer will hold royalties,
streams or other interests, to obtain equity or debt financing or make other suitable arrangements to finance their



- 33 -

projects. In the event of increased levels of volatility or a rapid destabilization of global economic conditions, the
Resulting Issuer’s profitability, results of operations and financial condition and the trading price of its securities
could be adversely affected. To date, the COVID-19 pandemic has had a significantly negative impact on the global
economy, as well as on certain commodity prices, and the pandemic will likely have an adverse effect on the
Resulting Issuer.

The Resulting Issuer will be exposed to counter-party and liquidity risk, and any delay or failure of counter-
parties to make payments will affect the revenues of the Resulting Issuer

The Resulting Issuer will be exposed to various counter-party risks including, but not limited to (i) through financial
institutions that hold the Resulting Issuer’s cash and metals inventory; (ii) through the Resulting Issuer’s royalty,
stream and other interest counter-parties; (iii) through other companies that have payables owing to the Resulting
Issuer; (iv) through the Resulting Issuer’s insurance providers; and (v) through the Resulting Issuer’s lenders. The
Resulting Issuer will also be exposed to liquidity risks in meeting its operating expenditure requirements in instances
where cash positions are unable to be maintained or appropriate financing is unavailable. These factors may impact
the ability of the Resulting Issuer to obtain loans or other credit facilities or obtain equity financing in the future or
to obtain them on terms favourable to the Resulting Issuer.

Royalties, streams and other interests may not be honoured by operators of a project

Royalties, streams and other interests in respect of natural resource properties are largely contractual in nature.
Parties to contracts do not always honour contractual terms and contracts themselves may be subject to
interpretation or technical defects. To the extent grantors of royalties, streams and other interests do not abide by
their contractual obligations, the Resulting Issuer may be forced to take legal action to enforce its contractual rights.
Such legal action may be time consuming and costly and there is no guarantee of success. Any pending proceedings
or actions or any decisions determined adversely to the Resulting Issuer may have a material adverse effect on the
Resulting Issuer’s profitability, results of operations and financial condition and the trading price of its securities.

Not all of the Resulting Issuer’s royalties, streams and other interests are secured and the Resulting Issuer’s
security interests, if any, may be subordinated and difficult to enforce

Although certain of the Resulting Issuer’s royalties, streams and other interests will be secured, certain of these
interests will be unsecured. In a default, liquidation or realization situation, any unsecured interest of the Resulting
Issuer will be satisfied pro rata with all other unsecured claims after all secured claims, property claims and prior
ranking claims are satisfied in full. Absent a security interest, the Resulting Issuer’s likely potential recourse against
a defaulting property owner or mining operator would be for breach of the applicable contract which would result in
damages and unsecured claims for which the likelihood of recovery is remote and time-consuming. In the event that
a mining operator or property owner has insufficient funds to pay its liabilities and obligations as they become due,
it is possible that other liabilities and obligations will be satisfied prior to those owing to the Resulting Issuer.

Even valid security interests which are or may be held by the Resulting Issuer may be (i) subordinated;
(ii) unenforceable; (iii) difficult to enforce; or (iv) subject to attack by other creditors or stakeholders. If the
Resulting Issuer’s security is subordinated, the Resulting Issuer may be prohibited from enforcing its security, even
if a default has occurred, until steps are undertaken by senior creditors or until otherwise permitted under the
applicable subordination agreement. Also, any recovery or distribution in respect of subordinated obligations may be
postponed until senior creditors are indefeasibly paid in full. Even if the Resulting Issuer is permitted to enforce its
security interests, if any, the security may be difficult to enforce because of the nature of the security and issues out
of the Resulting Issuer’s control, including court orders, restricted access and jurisdiction. The Resulting Issuer may
be unwilling to exercise any rights that it may have if the Resulting Issuer could become exposed to environmental
or other liabilities as a successor, an employer or as a mortgagee-in-possession, by virtue of exercising such rights.
Other creditors and stakeholders of the mining operator or property owner may challenge the continued existence of
the Resulting Issuer’s security interests and streaming, royalty or other rights under applicable insolvency,
preference or reviewable transaction legislation. If such creditors are successful, the remedies may include
unwinding or voiding the Resulting Issuer’s interests. If the Resulting Issuer is unable to enforce its security
interests, there may be a material adverse effect on the Resulting Issuer’s profitability, results of operations and
financial condition and the trading price of its securities.
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In addition to the issues relating to enforcing its security, there is no assurance that the Resulting Issuer will be able
to effectively enforce any guarantees, indemnities or other interests, even if they exist. Should an insolvency
proceeding or other similar event related to a mining operator or property owner be commenced (whether by it or its
creditors), there will likely be a court ordered stay of proceedings that may prevent the Resulting Issuer from
enforcing its security interests and streaming, royalty or other rights. In an insolvency proceeding, a property owner
or mining operator may not perform its obligations under a royalty, stream or other agreement with the Resulting
Issuer, it or its creditors may seek to unilaterally terminate, disclaim or resiliate agreements with the Resulting
Issuer, seek to sell or vest the property to another party free and clear of the royalty, stream or other obligations
owing to the Resulting Issuer or seek other relief with respect to the Resulting Issuer’s interests. Any sale or transfer
of property in such insolvency proceeding may also be effected by court order, notwithstanding any transfer
restrictions, options, rights of first refusal or other rights contained in the agreements with the Resulting Issuer or
others. Further, in insolvency proceedings, any security or other interest held by the Resulting Issuer will likely be
primed and further subordinated by court ordered charges or other court ordered relief, including for interim
financing.

Insolvency proceedings in the mining industry are generally complex and lengthy, the outcomes of which may be
uncertain and may result in a material adverse effect on the Resulting Issuer’s profitability, results of operations and
financial condition. In such proceedings, property owners may sell or convey the property free and clear of any
obligations owed to the Resulting Issuer.

In addition, because some of the properties in respect of which the Resulting Issuer will hold royalties, streams and
other interests are owned and operated by foreign entities in foreign jurisdictions, the Resulting Issuer’s security
interests and streaming, royalty and other rights may be subject to political interference, as well as to real and
personal property, enforcement and insolvency laws of foreign jurisdictions that differ significantly from those in
Canada, and may prevent the Resulting Issuer from enforcing its security interests and streaming, royalty and other
rights as anticipated. Further, there can be no assurance that any judgments or orders obtained in Canadian courts
will be enforceable in those foreign jurisdictions. If the Resulting Issuer is unable to enforce its security interests and
streaming, royalty and other rights, there may be a material adverse effect on the Resulting Issuer’s profitability,
results of operations and financial condition and the trading price of its securities.

The Resulting Issuer’s profitability, results of operations and financial condition are subject to variations in
foreign exchange rates

Certain of the Resulting Issuer’s activities and its office will be located in Canada and the costs associated with these
activities are largely denominated in Canadian dollars. However, the Resulting Issuer’s royalties, streams and other
interests will be denominated in U.S. dollars and, as a result, will be subject to foreign currency fluctuations and
inflationary pressures, which may have a material adverse effect on the Resulting Issuer’s profitability, results of
operations and financial condition. There can be no assurance that the steps taken by management to address
variations in foreign exchange rates will eliminate all adverse effects and the Resulting Issuer may suffer losses due
to adverse foreign currency rate fluctuations.

Operators of mines may not be able to replace depleted Mineral Reserves and Mineral Resources, which would
reduce the Resulting Issuer’s revenue from royalties, streams and other interests

The revenue generated by the Resulting Issuer will principally be based on the exploitation of Mineral Reserves on
assets underlying the Resulting Issuer’s royalties, streams or other interests. Mineral Reserves are continually being
depleted through extraction and the long-term viability of the Resulting Issuer’s asset portfolio will depend on the
replacement of Mineral Reserves through new producing assets and increases in Mineral Reserves on existing
producing assets. As mines in respect of which the Resulting Issuer will have royalties, streams or other interests
mature, it can expect overall declines in production over the years unless operators are able to replace Mineral
Reserves that are mined through mine expansion or successful new exploration. Exploration for minerals is a
speculative venture necessarily involving substantial risk. There is no certainty that the expenditures made by the
operator of any given project will result in discoveries of commercial quantities of minerals on properties underlying
the Resulting Issuer’s asset portfolio or that discoveries will be located on properties covered by the relevant royalty,
stream or other interest. Even in those cases where a significant mineral deposit is identified and covered by a
royalty, stream or other interest, there is no guarantee that the deposit can be economically extracted. Substantial
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expenditures are required to establish Mineral Reserves through drilling, to develop processes to extract the
resources and, in the case of new properties, to develop the extraction and processing facilities and infrastructure at
any site chosen for extraction. Although substantial benefits may be derived from the discovery of a major deposit
covered by a royalty, stream or other interest, no assurance can be given that new Mineral Reserves will be
identified to replace or increase the amount of Mineral Reserves in the Resulting Issuer’s asset portfolio. This
includes Mineral Resources, as the resources that have been discovered may not have been subjected to sufficient
analysis to justify commercial operations or the allocation of funds required for development. The inability of
operators to add additional Mineral Reserves or to replace existing Mineral Reserves through either the development
of existing Mineral Resources or the acquisition of new mineral producing assets, in each case covered by a royalty,
stream or other interest, may result in a material adverse effect on the Resulting Issuer’s profitability, results of
operations and financial condition and the trading price of its securities.

The Resulting Issuer may enter into acquisitions or other material royalty or streaming transactions from time to
time, which may be material, may involve the issuance of the Resulting Issuer securities or may involve the
incurrence of indebtedness and will be subject to transaction-specific risks

The Resulting Issuer will be continuously reviewing opportunities to acquire existing royalties, streams or other
interests, to create new royalty, streaming or other arrangements through the financing of mining projects, financing
of new acquisitions or to acquire companies that hold royalties, streams or other interests in respect of mineral
properties. At any given time, the Resulting Issuer may have various types of transactions and acquisition
opportunities in various stages of active review, including submissions of indications of interest and participation in
discussions or negotiations in respect of such transactions. This process also involves the engagement of consultants
and advisors to assist in analyzing particular opportunities. Any such acquisition or transaction could be material to
the Resulting Issuer and may involve the issuance of securities by the Resulting Issuer or the incurrence of
indebtedness to fund any such acquisition. In addition, any such transaction may have other transaction-specific
risks associated with it, including risks related to the completion of the transaction, the project operators or the
jurisdictions in which assets may be acquired or underlying properties located. Additionally, the Resulting Issuer
may consider opportunities to restructure its royalties or stream arrangements where it believes such a restructuring
may provide a long-term benefit to the Resulting Issuer, even if such restructuring may reduce near-term revenues or
result in the Resulting Issuer incurring transaction-related costs.

Increased competition for royalties, streams and other interests could adversely affect the Resulting Issuer’s
ability to acquire additional royalties, streams and other interests in mineral properties

Many companies are engaged in the search for and the acquisition of mineral interests, including royalties, streams
and other interests, and there is a limited supply of desirable mineral interests. The mineral exploration and mining
businesses are competitive in all phases. Many companies are engaged in the acquisition of mineral interests,
including large, established companies with substantial financial resources, operational capabilities and long
earnings records. The Resulting Issuer may be at a competitive disadvantage in acquiring those interests, whether by
way of royalty, stream or other form of investment, as competitors may have greater financial resources and
technical staffs. There can be no assurance that the Resulting Issuer will be able to compete successfully against
other companies in acquiring new royalties, streams or other interests. In addition, the Resulting Issuer may be
unable to acquire royalties, streams or other interests at acceptable valuations which may result in a material adverse
effect on the Resulting Issuer’s profitability, results of operations and financial condition and the trading price of its
securities.

The Resulting Issuer can provide no assurance that it will be able to obtain adequate financing in the future or
that the terms of such financing will be favourable

There can be no assurance that the Resulting Issuer will be able to obtain adequate financing in the future or that the
terms of such financing will be favourable. Failure to obtain such additional financing could impede the Resulting
Issuer’s funding obligations, or result in delay or postponement of further business activities which may result in a
material adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the
trading price of its securities.
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The Resulting Issuer may experience difficulty attracting and retaining qualified management and technical
personnel to efficiently operate its business

The Resulting Issuer will be dependent upon the continued availability and commitment of its key management
personnel, whose contributions to immediate and future operations of the Resulting Issuer are of significant
importance. The loss of any such key management personnel, and, in particular, of its CEO, CFO or CIO, could
negatively affect business operations. From time to time, the Resulting Issuer may also need to identify and retain
additional skilled management and specialized technical personnel to efficiently operate its business. In addition, the
Resulting Issuer expects to frequently retain third party specialized technical personnel to assess and execute on
opportunities. These individuals may have conflicts of interest or scheduling conflicts, which may delay or inhibit
the Resulting Issuer’s ability to employ such individuals’ expertise. The number of persons skilled in the acquisition,
exploration and development of royalties, streams and interests in natural resource properties is limited and
competition for such persons is intense. Recruiting and retaining qualified personnel will be critical to the Resulting
Issuer’s success and there can be no assurance that the Resulting Issuer will be able to recruit and retain such
personnel. If the Resulting Issuer is not successful in recruiting and retaining qualified personnel, the Resulting
Issuer’s ability to execute its business model and growth strategy could be affected, which could have a material
adverse effect on its profitability, results of operations and financial condition and the trading price of its securities.
The Resulting Issuer does not intend to maintain “key man” insurance for any members of its management.

Certain of the Resulting Issuer’s directors and officers serve as directors and officers with other companies,
which could put them in a conflict position from time to time

Certain of the directors and officers of the Resulting Issuer also serve as directors or officers of, or have significant
shareholdings in, other companies involved in natural resource exploration, development and production and, to the
extent that such other companies may engage in transactions or participate in the same ventures in which the
Resulting Issuer participates, or in transactions or ventures in which the Resulting Issuer may seek to participate, the
directors and officers of the Resulting Issuer may have a conflict of interest in negotiating and concluding terms
respecting the extent of such participation. Such conflicts of the directors and officers may result in a material
adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the trading
price of its securities.

Changes in or in the interpretation of tax legislation or accounting rules could affect the profitability of the
Resulting Issuer

Changes to, or differing interpretation of, taxation laws or regulations in any of Canada, the United States or any of
the countries in which the Resulting Issuer’s assets or relevant contracting parties or underlying properties are
located could result in some or all of the Resulting Issuer’s profits being subject to additional taxation. No assurance
can be given that new taxation rules or accounting policies will not be enacted or that existing rules will not be
applied in a manner which could result in the Resulting Issuer’s profits being subject to additional taxation or which
could otherwise have a material adverse effect on the Resulting Issuer’s profitability, results of operations and
financial condition and the trading price of its securities. In addition, the introduction of new tax rules or accounting
policies, or changes to, or differing interpretations of, or application of, existing tax rules or accounting policies
could make royalties, streams or other interests held by the Resulting Issuer less attractive to counter-parties. Such
changes could adversely affect the Resulting Issuer’s ability to acquire new assets or make future investments.

The Resulting Issuer may be unable to repay its indebtedness and comply with its obligations under future credit
facilities

The Resulting Issuer intends on securing credit facilities to be used primarily to fund the acquisition of royalties and
the funding of precious metals streams. These acquisitions may result in significant drawings and the Resulting
Issuer would be required to use a portion of its cash flow to service principal and interest on the debt, which will
limit the cash flow available for other business opportunities. The Resulting Issuer’s ability to make scheduled
payments of the principal of, to pay interest on, or to refinance indebtedness will depend on its future performance,
which is subject to economic, financial, competitive and other factors beyond its control. The Resulting Issuer may
not generate future cash flow that is sufficient to service debt and make necessary capital expenditures. If the
Resulting Issuer is unable to generate such cash flow, it may be required to adopt one or more alternatives, such as
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reducing or eliminating dividends, if any, restructuring debt or obtaining additional equity capital on terms that may
be onerous or highly dilutive. The Resulting Issuer’s ability to refinance indebtedness will depend on the capital
markets and its financial condition at such time. The Resulting Issuer may not be able to engage in any of these
activities or engage in these activities on desirable terms, which could result in a default on its debt obligations.

The terms of future credit facilities may require the Resulting Issuer to satisfy various affirmative and negative
covenants and to meet certain financial ratios and tests. These covenants may limit, among other things, the
Resulting Issuer’s ability to incur further indebtedness if doing so would cause it to fail to meet certain financial
covenants, create certain liens on assets or engage in certain types of transactions. These covenants could also limit
the ability of the Resulting Issuer to amend its royalty, stream and other interest contracts without the consent of the
lenders. There can be no assurances that, in the future, the Resulting Issuer will not be limited in its ability to
respond to changes in its business or competitive activities or be restricted in its ability to engage in mergers,
acquisitions or dispositions of assets. Furthermore, a failure to comply with these covenants, including a failure to
meet any financial tests or ratios, could likely result in an event of default under such credit facilities and would
allow the lenders to accelerate the debt, which could materially and adversely affect the Resulting Issuer’s business,
results of operations and financial condition and the trading price of its securities.

The Resulting Issuer’s operations will depend on information systems that may be vulnerable to cyber security
threats

The Resulting Issuer’s operations will depend, in part, on its IT systems, networks, equipment and software and the
security of these systems. The Resulting Issuer will depend on various IT systems to process and record financial
and technical data, administer its contracts with its counter-parties and communicate with employees and third
parties. These IT systems, and those of its third-party service providers and vendors and the counter-parties under its
contracts for royalties, streams and other interests may be vulnerable to an increasing number of continually
evolving cyber security risks. Unauthorized third parties may be able to penetrate network security and
misappropriate or compromise confidential information, create system disruptions or cause shutdowns. Any such
breach or compromise may go undetected for an extended period of time.

A significant breach of the Resulting Issuer’s IT systems or data security or misuse of data, particularly if such
breach or misuse goes undetected for an extended period of time, could result in significant costs, loss of revenue,
fines or lawsuits and damage to reputation. The costs to eliminate or alleviate cyber or other security problems,
including bugs, viruses, worms, malware and other security vulnerabilities, could be significant, and the Resulting
Issuer’s efforts to address these problems may not be successful. The significance of any cyber-security breach is
difficult to quantify, but may in certain circumstances be material and could have a material adverse effect on the
Resulting Issuer’s results of operations and financial condition and the trading price of its securities.

The Resulting Issuer may be subject to reputational damage

Reputational damage can be the result of the actual or perceived occurrence of any number of events, and could
include any negative publicity, whether true or not. While the Resulting Issuer will not ultimately have direct control
over how it is perceived by others, reputational loss could have a material adverse effect on the trading price of its
securities.

Risks Relating to Mining Operations

The Resulting Issuer will be indirectly exposed to many of the same risk factors as the owners and operators of
properties in respect of which it will hold a royalty, stream or other interest

The Resulting Issuer will indirectly be subject to the risk factors applicable to the owners and operators of properties
in respect of which the Resulting Issuer will hold a royalty, stream or interest, to the extent that such risks relate to
the production of minerals from, or the continued operation of, such mines or projects.
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Production at mines and projects in respect of which the Resulting Issuer will hold royalty, stream or other
interests is dependent on operators’ employees

Production from the properties in respect of which the Resulting Issuer will hold an interest depends on the efforts of
operators’ employees. There is competition for geologists and persons with mining expertise. The ability of the
owners and operators of such properties to hire and retain geologists and persons with mining expertise is key to
those operations. Further, relations with employees may be affected by changes in the scheme of labour relations
that may be introduced by the relevant governmental authorities in the jurisdictions in which those operations are
conducted. Changes in such legislation or otherwise in the relationships of the owners and operators of such
properties with their employees may result in strikes, lockouts or other work stoppages, any of which could have a
material adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the
trading price of its securities. If these factors cause the owners and operators of such properties to decide to cease
production at one or more of the properties, such decision could have a material adverse effect on the business and
financial condition of the Resulting Issuer.

Mineral Reserves and Mineral Resources are estimates based on interpretation and assumptions and actual
production may differ from amounts identified in such estimates

The Mineral Reserves and Mineral Resources on properties in respect of which the Resulting Issuer will hold
royalties, streams or other interests are estimates only, and no assurance can be given that the estimated Mineral
Reserves and Mineral Resources will be accurate or that the indicated level of minerals will be produced. Mineral
Reserve and Mineral Resource estimates for certain of the Resulting Issuer’s royalty, stream and other interests will
be prepared by the operators of the underlying properties. The Resulting Issuer will not participate in the preparation
or verification of such estimates (or the reports in which they are presented) and the Resulting Issuer will not
independently assess or verify the accuracy of such estimates. Such estimates are, in large part, based on
interpretations of geological data obtained from drill holes and other sampling techniques. Actual mineralization or
formations may be different from those predicted. Further, it may take many years from the initial phase of drilling
before production is possible and during that time the economic feasibility of exploiting a discovery may change.

Market price fluctuations of the applicable commodity, as well as increased production and capital costs or reduced
recovery rates, may render the proven and probable Mineral Reserves on properties underlying the Resulting
Issuer’s royalties, streams or other interests unprofitable to develop at a particular site or sites for periods of time or
may render Mineral Reserves containing relatively lower grade mineralization uneconomic. Moreover, short-term
operating factors relating to the Mineral Reserves, such as the need for the orderly development of ore bodies or the
processing of new or different ore grades, may cause Mineral Reserves to be reduced or not extracted. Estimated
Mineral Reserves may have to be recalculated based on actual production experience. The economic viability of a
mineral deposit may also be impacted by other attributes of a particular deposit, such as size, grade and proximity to
infrastructure, governmental regulations and policy relating to price, taxes, royalties, land tenure, land use
permitting, the import and export of minerals and environmental protection and by political and economic stability.
While these risks may exist for all of the Resulting Issuer’s assets, they will be heightened in the case of interests in
properties which have not yet commenced production.

Mineral Resource estimates in particular must be considered with caution. Mineral Resource estimates for properties
that have not commenced production are based, in many instances, on limited and widely spaced drill hole or other
limited information, which is not necessarily indicative of the conditions between and around drill holes. Such
Mineral Resource estimates may require revision as more drilling or other exploration information becomes
available or as actual production experience is gained. Further, Mineral Resources may not have demonstrated
economic viability and may never be extracted by the operator of a property. It should not be assumed that all or any
part of the Mineral Resources on properties underlying the Resulting Issuer’s royalties, streams or other interests
constitute or will be converted into Mineral Reserves.

Any of the foregoing factors may require operators to reduce their Mineral Reserves and Mineral Resources, which
may result in a material adverse effect on the Resulting Issuer’s profitability, results of operations and financial
condition and the trading price of its securities.
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Production forecasts may not prove to be accurate

The Resulting Issuer will prepare estimates and forecasts of future attributable production from the properties in
respect of which it will hold royalties, streams and other interests and will rely on public disclosure and other
information it receives from the owners, operators and independent experts of such properties to prepare such
estimates. Such information may necessarily be imprecise because it depends upon the judgment of the individuals
who operate such properties as well as those who review and assess the geological and engineering information.
These production estimates and forecasts will be based on existing mine plans and other assumptions with respect to
such properties which change from time to time, and over which the Resulting Issuer will have no control, including
the availability, accessibility, sufficiency and quality of ore, the costs of production, the operators’ ability to sustain
and increase production levels, the sufficiency of infrastructure, the performance of personnel and equipment, the
availability of materials and equipment including reagents and fuel, the ability to maintain and obtain mining
interests and permits and compliance with existing and future laws and regulations. Any such information is
forward-looking and no assurance can be given that such production estimates and forecasts will be achieved. Actual
attributable production may vary from the Resulting Issuer’s estimates for a variety of reasons, including: actual ore
mined varying from estimates of grade, tonnage, dilution and metallurgical and other characteristics; actual ore
mined being less amenable than expected to mining or treatment; lower than expected mill feed grades; lower than
anticipated sweep efficiency at certain mines; short-term operating factors relating to the Mineral Reserves, such as
the need for sequential development of ore bodies and the processing of new or different ore grades; delays in the
commencement of production and ramp up at new mines; revisions to mine plans; unusual or unexpected ore body
formations; risks and hazards associated with the properties in respect of which the Resulting Issuer will hold
royalties, streams and other interests, including but not limited to cave-ins, rock falls, rock bursts, pit wall failures,
seismic activity, weather-related complications, fires or flooding or as a result of other operational problems such as
production drilling or material removal challenges, power failures or a failure of a key production component such
as a hoist, an autoclave, a filter press or a grinding mill; and unexpected labour shortages, strikes, local community
opposition or blockades. Occurrences of this nature and other accidents, adverse conditions or operational problems
in future years may result in the Resulting Issuer’s failure to realize the benefits of its production forecasts
anticipated from time to time. If the Resulting Issuer’s production forecasts prove to be incorrect, it may result in a
material adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the
trading price of its securities.

The exploration and development of mineral properties are inherently dangerous and subject to risks beyond the
control of the Resulting Issuer

Companies engaged in mining activities are subject to all of the hazards and risks inherent in exploring for and
developing natural resource projects. These risks and uncertainties include, but are not limited to, environmental
hazards, industrial accidents, labour disputes, increases in the cost of labour, social unrest, changes in the regulatory
environment, permitting and title risks, impact of non-compliance with laws and regulations, fires, explosions,
blowouts, cratering, encountering unusual or unexpected geological formations or other geological or grade
problems, unanticipated metallurgical characteristics or less than expected mineral recovery, encountering
unanticipated ground or water conditions, cave-ins, pit wall failures, flooding, rock bursts, tailings dam failures,
periodic interruptions due to inclement or hazardous weather conditions, earthquakes, seismic activity, other natural
disasters or unfavourable operating conditions and losses. Should any of these risks or hazards affect a company’s
exploration or development activities, it may (i) result in an environmental release or environmental pollution and
liability; (ii) cause the cost of development or production to increase to a point where it would no longer be
economic to produce the metal from the mineral projects in respect of which the Resulting Issuer will hold a royalty,
stream or other interest; (iii) result in a write-down or write-off of the carrying value of one or more mineral
projects; (iv) cause delays or stoppage of mining or processing; (v) result in the destruction of properties, processing
facilities or third-party facilities necessary to the company’s operations; (vi) cause personal injury or death and
related legal liability; (vii) result in regulatory fines and penalties or the revocation or suspension of licences;
(viii) result in the loss of insurance coverage; or (ix) result in the loss of social licence to operate. The occurrence of
any of the above-mentioned risks or hazards could result in an interruption or suspension of operations of the
properties in respect of which the Resulting Issuer will hold a royalty, stream or other interest and have a material
adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the trading
price of its securities.
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Defects in title to properties underlying the Resulting Issuer’s royalty, stream or other interests may result in a
loss of entitlement by the operator and a loss of the Resulting Issuer’s interest

A defect in the chain of title to any of the properties underlying one of the Resulting Issuer’s royalties, streams or
other interests or necessary for the anticipated development or operation of a particular project to which a royalty,
stream or other interest relates may arise to defeat or impair the claim of the operator to a property which could in
turn result in a loss of the Resulting Issuer’s interest in respect of that property. In addition, claims by third parties or
aboriginal groups may impact the operator’s ability to conduct activities on a property to the detriment of the
Resulting Issuer’s royalties, streams or other interests. To the extent an owner or operator does not have title to the
property, it may be required to cease operations or transfer operational control to another party. Many royalties,
streams or other interests are contractual, rather than an interest in land, with the risk that an assignment or
bankruptcy or insolvency proceedings by an owner will result in the loss of any effective royalty, stream or other
interest in a particular property. Further, even in those jurisdictions where there is a right to record or register
royalties, streams or other interests held by the Resulting Issuer in land registries or mining recorder's offices, such
registrations may not necessarily provide any protection to the Resulting Issuer. As a result, known title defects, as
well as unforeseen and unknown title defects, may impact operations at a project in respect of which the Resulting
Issuer has a royalty, stream or other interest and may result in a material adverse effect on the Resulting Issuer’s
profitability, results of operations and financial condition and the trading price of its securities.

Future litigation affecting the properties in respect of which the Resulting Issuer will hold its royalties, streams
or other interests could have an adverse effect on the Resulting Issuer

Potential litigation may arise on a property on which the Resulting Issuer will hold a royalty, stream or other interest
(for example, litigation between joint venture partners or between operators and original property owners or
neighbouring property owners). As a holder of such interests, the Resulting Issuer will not generally have any
influence on the litigation and will not generally have access to data. Any such litigation that results in the cessation
or reduction of production from a property (whether temporary or permanent) or the expropriation or loss of rights
to a property could have a material adverse effect on the Resulting Issuer’s profitability, results of operations and
financial condition and the trading price of its securities.

Moreover, the courts in some of the jurisdictions in which the Resulting Issuer will have stream, royalty or other
interests may offer less certainty as to the judicial outcome of legal proceedings or a more protracted judicial process
than is the case in more established economies. Accordingly, there can be no assurance that contracts, joint ventures,
licences, licence applications or other legal arrangements will not be adversely affected by the actions of
government authorities and the effectiveness of and enforcement of such arrangements in these jurisdictions.
Moreover, the commitment of local businesses, government officials and agencies and the judicial system in these
jurisdictions to abide by legal requirements and negotiated agreements may be more uncertain and may be
susceptible to revision or cancellation, and legal redress may be uncertain or delayed. These uncertainties and delays
could have a material adverse effect on the financial condition and results of operations of the Resulting Issuer.

Defects or disputes relating to the Resulting Issuer’s royalties, streams or other interests could have an adverse
effect on the Resulting Issuer

Defects in or disputes relating to the royalty, stream or other interests the Resulting Issuer will acquire may prevent
the Resulting Issuer from realizing the anticipated benefits from these interests. Material changes could also occur
that may adversely affect management’s estimate of the carrying value of the Resulting Issuer’s royalty, stream and
other interests and could result in impairment charges. While the Resulting Issuer will seek to confirm the existence,
validity, enforceability, terms and geographic extent of the royalty, stream and other interests it acquires, there can
be no assurance that disputes or other problems concerning these and other matters or other problems will not arise.
Confirming these matters is complex and is subject to the application of the laws of each jurisdiction to the
particular circumstances of each parcel of mineral property and to the documents reflecting the royalty, stream or
other interest. The discovery of any defects in, or any disputes in respect of, the Resulting Issuer’s royalty, stream
and other interests, could have a material adverse effect on the Resulting Issuer’s profitability, results of operations
and financial condition and the trading price of its securities.
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If the Resulting Issuer expands its business beyond the acquisition of royalties, streams or other interests, the
Resulting Issuer may face new challenges and risks which could affect its profitability, results of operations and
financial condition

The Resulting Issuer’s operations and expertise will initially be focused on the acquisition and management of
royalties, streams and other interests. While there is no current intention to do so, the Resulting Issuer may in the
future pursue acquisitions outside this area. Expansion of the Resulting Issuer’s activities into new areas would
present challenges and risks. The failure to manage these challenges and risks successfully may result in a material
adverse effect on the Resulting Issuer’s profitability, results of operations, financial condition and the trading price
of the Resulting Issuer securities.

The operations in respect of which the Resulting Issuer will hold a royalty, stream or other interest requires
various property rights, permits and licences to be held by the operator in order to conduct current and future
operations, and delays or a failure to obtain or maintain such property rights, permits and licences, or a failure to
comply with the terms of any of such property rights, permits and licences could result in the interruption or
closure of operations or exploration on the properties

The exploration, development and operation of mining properties are subject to laws and regulations governing
health and worker safety, employment standards, environmental matters, mine development, project development,
mineral production, permitting and maintenance of titles, exports, taxes, labour standards, reclamation obligations,
heritage, historic and archaeological matters and other matters. The owners and operators of the properties in respect
of which the Resulting Issuer will hold a royalty, stream or other interest, require licences and permits from various
governmental authorities in order to conduct their operations. Future changes in such laws and regulations or in such
licences and permits could have a material adverse effect on the revenue that the Resulting Issuer will derive from
its royalties, streams and other interests. Such licences and permits are subject to change in various circumstances
and are required to be kept in good standing through a variety of means, including cash payments and satisfaction of
conditions of issues. Such licences and permits are subject to expiration, relinquishment and/or termination without
notice to, control of or recourse by the Resulting Issuer. There can be no guarantee that the owners or operators of
those properties in respect of which the Resulting Issuer will hold a royalty, stream or other interest, will be able to
obtain or maintain all necessary licences and permits in good standing that may be required to explore, develop and
operate the properties, commence the construction or operation of mining facilities, or maintain operations that
economically justify the cost. Any failure to comply with applicable laws and regulations, permits and licences, or to
maintain permits and licences in good standing, even if inadvertent, could result in interruption or closure of
exploration, development or mining operations or in fines, penalties or other liabilities accruing to the owner or
operator of the project. Any such occurrence could substantially decrease production or cause the termination of
operations on the property and have a material adverse effect on the Resulting Issuer’s profitability, results of
operations and financial condition and the trading price of its securities.

The Resulting Issuer will be exposed to risks related to the construction, development and/or expansion in
relation to the mines, projects and properties in respect of which it will hold a royalty, stream or other interest

Many of the projects or properties in respect of which the Resulting Issuer will hold an interest in will be in the
construction, development and/or expansion stage and such projects are subject to numerous risks, including, but not
limited to delays in obtaining equipment, materials and services essential to the construction and development of
such projects in a timely manner, currency exchange rates, labour shortages, cost escalations and fluctuations in
metal prices. There can be no assurance that the owners or operators of such projects will have the financial,
technical and operational resources to complete construction, development and/or expansion of such projects in
accordance with current expectations or at all.

The operations in respect of which the Resulting Issuer will hold an interest are subject to environmental and
endangered species laws and regulations that may increase the costs of doing business and may restrict
operations, which could reduce the Resulting Issuer’s revenues

All phases of the mining business present environmental risks and hazards and are subject to environmental
regulation pursuant to a variety of government laws and regulations, including laws and regulations relating to the
protection of endangered and threatened species. Compliance with such laws and regulations can require significant
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expenditures and a breach may result in the imposition of fines and penalties, which may be material. In addition,
such laws and regulations can constrain or prohibit the exploration and development of new projects or the
development or expansion of existing projects. Environmental legislation is evolving in a manner expected to result
in stricter standards and enforcement, increases in land-use restrictions, larger fines and liability and potentially
increased capital expenditures and operating costs. Any breach of environmental legislation by the Resulting Issuer,
as a mortgagee-in-possession, or by owners or operators of properties underlying the Resulting Issuer’s asset
portfolio, could have a material impact on the viability of the relevant property and impair the revenue derived from
the owned property or applicable royalty, stream or other interest, which could have a material adverse effect on the
Resulting Issuer’s profitability, results of operations and financial condition and the trading price of its securities.

Additional costs may be incurred by mineral property operators as a result of international climate change
initiatives and may affect the availability of resources and cause business disruptions, which could reduce the
Resulting Issuer’s revenues

Climate change is recognized as an international and community concern. Guerrero currently endorses various
initiatives for voluntary actions consistent with international initiatives on climate change and these endorsements
will continue in the future. In addition to voluntary actions, governments are moving to introduce climate change
legislation and treaties at the international, national, state/provincial and local levels. Where legislation already
exists, regulation relating to emission levels and energy efficiency is becoming more stringent. Some of the costs
associated with reducing emissions can be offset by increased energy efficiency and technological innovation.
However, if the current regulatory trend continues, it may result in increased costs at properties underlying the
Resulting Issuer’s royalties, streams or other interests, which could have a material impact on the viability of the
properties and impair the revenue derived from the applicable royalty, stream or other interest, which could have a
material adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the
trading price of its securities.

The Resulting Issuer will be subject to risks relating to foreign jurisdictions and developing economies which
could negatively impact the Resulting Issuer

The royalty, stream or other interests the Resulting Issuer will acquire as part of the Vend In Transactions relate to
properties located in Mexico, the United States, South Africa, Côte d’Ivoire, Australia, Brazil and Argentina. As a
result, the Resulting Issuer’s financial position and results of operations may be affected by the general condition of
such foreign jurisdictions’ economy, regulation, taxation, social instability, political unrest and other developments
over which the Resulting Issuer has no control. The uncertainty of the political climate in foreign jurisdictions in
which properties are located may lead to changes in such jurisdictions’ economy or economic policies, or changes in
the regulation of mining activities which could have a negative impact on mines or the Resulting Issuer’s counter-
parties under applicable royalty or stream agreements and, as a result, have an adverse effect on its financial position
and results of operations.

In addition, future investments may expose the Resulting Issuer to new jurisdictions. The ownership, development
and operation of properties, mines and projects in foreign jurisdictions by their owners are subject to the risks
normally associated with conducting business in foreign jurisdictions. These risks include, depending on the
country, nationalization and expropriation, social unrest and political instability, less developed legal and regulatory
systems, uncertainties in perfecting mineral titles, trade barriers, exchange controls and material changes in taxation.
These risks may, among other things, limit or disrupt the ownership, development or operation of properties, mines
or projects in respect of which the Resulting Issuer will hold royalty, stream or other interests, restrict the movement
of funds, or result in the deprivation of contractual rights or the taking of property by nationalization or
expropriation without fair compensation. If any of these events were to occur, this may result in a write-down or
write-off of the carrying value of one or more of the Resulting Issuer’s assets, which could have a material adverse
effect on the Resulting Issuer’s profitability, results of operations and financial condition and the trading price of its
securities. In addition, in the event of a dispute arising from foreign operations, the Resulting Issuer may be subject
to the exclusive jurisdiction of foreign courts or may not be successful in subjecting foreign persons to the
jurisdiction of courts in Canada.

The stream interests on the South Arturo Mine and the Mercedes Mine, and the Premier Gold Prepay Loan will be
the only mineral projects on material properties of the Resulting Issuer for the purposes of NI 43-101. The South
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Arturo Mine is located in Nevada (USA) and the Mercedes Mine is located in Sonora (Mexico). The operations of
the Mercedes Mine are therefore subject to Mexican federal and state laws and regulations. Consequently, the
Resulting Issuer will be indirectly exposed to risks normally associated with the conduct of business in Mexico.
Mexico’s legal and regulatory requirements in connection with companies conducting mineral exploration and
mining activities, banking system and controls, as well as local business culture and practices are, in particular,
different from those in Canada. Mexico recently elected a new federal government that controls the Mexican house
of representatives and the senate. New mining laws and regulations are likely to be issued, or modifications to the
current laws and regulations may be put into effect. These new laws and/or regulations have the potential to
negatively affect the operations of the Mercedes Mine. Furthermore, elected members of the current government are
actively promoting strengthening unions in Mexico, which could in turn lead to labour unrest in certain industries,
including the mining industry. This has the potential to impact the operations of the Mercedes Mine and adversely
affect the Resulting Issuer’s revenue from the Mercedes and South Arturo Silver Stream.

It is expected that the Resulting Issuer will apply various methods, where practicable, to identify, assess and, where
possible, mitigate these risks prior to entering into contracts for royalty, stream or other interests. Such methods will
generally include: conducting due diligence on the political, social, legal and regulatory systems and on the
ownership, title and regulatory compliance of the properties subject to the royalty, stream or other interest; engaging
experienced local counsel and other advisors in the applicable jurisdiction; negotiating where possible so that the
applicable contract contains appropriate protections, representations, warranties and, in each case as the Resulting
Issuer deems necessary or appropriate in the circumstances, all applied on a risk-adjusted basis. There can be no
assurance, however, that the Resulting Issuer will be able to identify or mitigate all risks relating to holding
royalties, streams and other interests in respect of properties, mines and projects located in foreign jurisdictions, and
the occurrence of any of the factors and uncertainties described above could have a material adverse effect on the
Resulting Issuer’s profitability, results of operations and financial condition and the trading price of its securities.

Changes in government regulation could inhibit exploration, construction and development on, or production
from, the mineral properties in respect of which the Resulting Issuer will hold royalties, streams or other interests

The properties on which the Resulting Issuer will hold a royalty, stream or other interest may be located in multiple
legal jurisdictions and political systems. There can be no assurance that future political and economic conditions in
such countries will not result in the adoption of different policies or attitudes respecting the development and
ownership of resources. Changes in applicable laws, regulations, or in their enforcement or regulatory interpretation
could result in adverse changes to mineral development or operations. Any such changes in policy or attitudes may
result in changes in laws affecting ownership of assets, land tenure and resource concessions, licensing fees,
taxation, royalties, price controls, exchange rates, export controls, environmental protection, labour relations, foreign
investment, nationalization, expropriation, repatriation of income and return of capital, which may affect both the
ability to undertake exploration, construction and development on, or production from, the properties in respect of
which the Resulting Issuer will hold a royalty, stream or other interest or the payments under such royalties, streams
or other interests. In certain areas where the Resulting Issuer will hold a royalty, stream or other interest, the
regulatory environment will be in a state of continuing change, and new laws, regulations and requirements may be
retroactive in their effect and implementation. Any changes in governmental laws, regulations, economic conditions
or shifts in political attitudes or stability are beyond the control of the Resulting Issuer and the owners and operators
of the properties in respect of which the Resulting Issuer will hold an interest and such changes may result in a
material adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the
trading price of its securities.

The Resulting Issuer will be subject to risks related to certain operations in developing economies

The Resulting Issuer will be subject to risks normally associated with the conduct of business in developing
economies. Risks may include, among others, problems relating to power supply, labour disputes, delays or
invalidation of governmental orders and permits, corruption, uncertain political and economic environments, civil
disturbances and crime, arbitrary changes in laws or policies, foreign taxation and exchange controls, nationalization
of assets, opposition to mining from environmental or other non-governmental organizations or changes in the
political attitude towards mining, empowerment of previously disadvantaged people, local ownership requirements,
limitations on foreign ownership, power supply issues, limitations on repatriation of earnings, infrastructure
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limitations and increased financing costs. The above risks may limit, disrupt or negatively impact the Resulting
Issuer’s business activities, results of operations and financial condition.

Adequate infrastructure may not be available to develop the properties in respect of which the Resulting Issuer
will hold an interest, which could inhibit operations at such properties

Mining, processing, development and exploration activities depend, to one degree or another, on adequate
infrastructure. Reliable roads, bridges, power sources and water supply are important determinants, which affect
capital and operating costs. Unusual or infrequent weather phenomena, sabotage, government or other interference
in the maintenance or provision of such infrastructure could adversely affect or inhibit the operations at the
properties in respect of which the Resulting Issuer will hold a royalty, stream or other interest, which may result in a
material adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the
trading price of its securities.

Mineral properties in respect of which the Resulting Issuer will hold royalties, streams or other interests may be
subject to risks related to indigenous peoples, which could inhibit operations at such properties

Various international, national, state and provincial laws, codes, resolutions, conventions, guidelines, treaties and
other principles and considerations relate to the rights of indigenous peoples. The Resulting Issuer will hold
royalties, streams and other interests in respect of operations located in some areas presently or previously inhabited
or used by indigenous peoples. In these areas, governments may have obligations to respect the rights of indigenous
people. Some mandate consultation with indigenous people regarding actions which may affect indigenous people,
including actions to approve or grant mining rights or permits. The obligations of government and private parties
under the various international and national requirements, principles and considerations pertaining to indigenous
people continue to evolve and be defined. The properties in respect of which the Resulting Issuer will hold an
interest are subject to the risk that one or more groups of indigenous people may oppose operations or new
development. Such opposition may be directed through legal or administrative proceedings or protests, roadblocks
or other forms of public expression against the operator’s or the Resulting Issuer’s activities. Opposition by
indigenous people to such activities may require modification of or preclude operation or development of projects or
may require the entering into of agreements with indigenous people. Claims and protests of indigenous peoples may
disrupt or delay activities of the operators of assets in respect of which the Resulting Issuer will hold a royalty,
stream or other interest which may result in a material adverse effect on the Resulting Issuer’s profitability, results
of operations and financial condition and the trading price of its securities.

Risks Relating to the Ownership of the Resulting Issuer’s Common Shares, the Private Placement and the
Vend In Transactions

Investors may lose their entire investment

An investment in the Resulting Issuer is speculative and may result in the loss of an investor’s entire investment in
the Resulting Issuer. Only investors who are experienced in high-risk investments and who can afford to lose their
entire investment should consider an investment in the Resulting Issuer.

An active, liquid and orderly trading market for the Common Shares may not develop, and investors may not be
able to sell the Common Shares at or above the Purchase Price

If a market for the Common Shares does not develop or is not sustained, investors may not be able to sell the
Common Shares. This may affect the pricing of the Common Shares in the secondary market, the transparency and
availability of trading prices, the liquidity of the Common Shares and the extent of Resulting Issuer regulation. The
Purchase Price was determined through negotiations among the Resulting Issuer and the Agents. The Purchase Price
may not be indicative of the market price of the Common Shares following Closing of the Vend In Transactions and
Private Placement. In the absence of an active trading market for the Common Shares, investors may not be able to
sell their Common Shares at or above the Purchase Price or at all. Guerrero cannot predict the prices at which the
Common Shares will trade.
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The TSXV has conditionally approved the Vend In Transactions and the Private Placement

The TSXV has conditionally approved Guerrero’s application for the Vend In Transactions and the Private
Placement, subject to Guerrero fulfilling all of the requirements of the TSXV on or before August 12, 2020. While
Guerrero anticipates obtaining the TSXV’s final approval, there is no assurance that it will be obtained.

 The TSX has not conditionally approved the listing application for the Common Shares

Guerrero has applied to have the Common Shares listed on TSX upon the Completion of the RTO. Listing is subject
to the approval of the TSX in accordance with its original listing requirements. The TSX has not conditionally
approved Guerrero’s listing application and there is no assurance that the TSX will approve the listing application.
The conditional approval of the TSX is a condition for the Closing of the Vend In Transactions.

The market price of the Common Shares may be volatile, which could result in substantial losses for investors
purchasing Common Shares

The market price of the Common Shares could be subject to significant fluctuations following the Closing of the
Vend In Transactions and the Private Placement, and it may decline below the Purchase Price. In addition, securities
markets worldwide have experienced, and are likely to continue to experience, significant price and volume
fluctuations. This market volatility, as well as general economic, market, political conditions or the situation relating
to the COVID-19 pandemic and the risk factors described in this Filing Statement could subject the market price of
the Common Shares to wide price fluctuations regardless of the operating performance of the Resulting Issuer.

A significant portion of the total outstanding Common Shares may be sold into the public market in the near
future, which could cause the market price of the Common Shares to drop significantly

Sales or issuance of a substantial number of Common Shares in the public market could occur at any time after the
expiration of the twelve or six month contractual lock-up periods of the Orion Group and Yamana, as applicable,
described in “PART V – INFORMATION CONCERNING THE RESULTING ISSUER - Escrowed Securities -
Contractual Requirements” of this Filing Statement (or earlier if such lock-up period is waived by the Co-Lead
Agents or the Resulting Issuer, as applicable). These sales, or the market perception that the holders of a large
number of Common Shares intend to sell Common Shares, could significantly reduce the market price of the
Common Shares and the market price could decline below the Purchase Price. The effect, if any, that future public
sales of these Common Shares or the availability of Common Shares for sale will have on the market price of such
Common Shares cannot be predicted at this time. If the market price of the Common Shares were to drop as a result,
this could impede the Resulting Issuer’s ability to raise additional capital and might cause remaining Shareholders to
lose all or part of their investment.

Future sales of Common Shares by the Orion Group or Yamana could impact the price of the Common Shares

No prediction can be made as to the effect, if any, of future sales of Common Shares by the Orion Group or Yamana
on the market price of the Common Shares. However, the future sale of a substantial number of Common Shares by
either the Orion Group or Yamana, or the perception that such sales could occur, could adversely affect prevailing
market prices for the Common Shares. After the twelve or six month lock-up periods, as applicable, pursuant to the
Investor Rights Agreement, nothing will prevent the Orion Group or Yamana from selling or otherwise disposing of
their respective Common Shares.

As a consequence of its ownership percentage of the Resulting Issuer, the Orion Group will have significant
influence over the Resulting Issuer

As a consequence of its ownership interest in the Resulting Issuer, the Orion Group, or Affiliates thereof, will,
directly or indirectly, own or control approximately 78.31% of the issued and outstanding Common Shares,
assuming completion of the Minimum Private Placement, or 77.58% of the issued and outstanding Common Shares,
assuming completion of the Maximum Private Placement. Accordingly, following the Closing of the Vend In
Transactions and the Private Placement the Orion Group, or Affiliates thereof, will have significant influence with
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respect to all matters submitted to the Shareholders for approval, including without limitation the election and
removal of directors, amendments to the Resulting Issuer’s constating documents and the approval of certain
business transactions, and in considering such matters the interests of the Orion Group may not always align with
the interests of the other Shareholders, as the Orion Group and its Affiliates are in the business of making and
acquiring investments in businesses and mineral projects. In addition, the Resulting Issuer and the Orion Group will
be party to the Investor Rights Agreement, which, among other things, will provide the Orion Group with the ability
to nominate up to 50% of the members of the Resulting Issuer Board (rounded up to the nearest whole member) as
at the Effective Date. See “PART V – INFORMATION CONCERNING THE RESULTING ISSUER - Principal
Securityholders - Investor Rights Agreement”. Other Shareholders will have a limited role in the Resulting Issuer’s
affairs. This concentration of holdings may cause the market price of the Common Shares to decline, delay or
prevent an acquisition or delay or discourage takeover attempts that Shareholders may consider to be favourable, or
make it more difficult or impossible for a third party to acquire control of the Resulting Issuer or effect a change in
the Resulting Issuer Board and management. Any delay or prevention of a change of control transaction could deter
potential acquirers or prevent the completion of a transaction in which Shareholders could receive a substantial
premium over the then-current market price for their Common Shares. The Orion Group has no obligation to
provide financial support to the Resulting Issuer.

Future offerings of debt securities, which would rank senior to the Common Shares upon the bankruptcy or
liquidation of the Resulting Issuer, and future offerings of equity securities that may be senior to the Common
Shares for the purposes of dividend and liquidating distributions, may adversely affect the market price of the
Common Shares

In the future, the Resulting Issuer may attempt to increase its capital resources by making offerings of debt
instruments or other securities convertible into Common Shares. Upon bankruptcy or liquidation, holders of the
Resulting Issuer’s debt securities and lenders with respect to other borrowings will receive a distribution of the
Resulting Issuer’s available assets prior to the holders of Common Shares. Additional equity offerings may dilute
the holdings of the Resulting Issuer’s existing Shareholders or reduce the market price of the Common Shares, or
both. Any decision to issue securities in any future offering will depend on market conditions and other factors
beyond the Resulting Issuer’s control. As a result, the amount, timing or nature of future offerings cannot be
predicted or estimated, and purchasers of Common Shares bear the risk of future offerings reducing the market price
of the Common Shares and diluting their ownership interest in the Resulting Issuer.

The Resulting Issuer may have to raise additional capital through the issuance of additional equity, which could
result in dilution to Shareholders

The issuance of additional Common Shares may have a dilutive effect on the interests of Shareholders. The number
of Common Shares that the Resulting Issuer is authorized to issue is unlimited. The Resulting Issuer may, in its sole
discretion, subject to applicable law and the rules of the TSX or TSXV, as applicable, issue additional Common
Shares from time to time (including pursuant to any equity-based compensation plans that may be introduced in the
future), and the interests of Shareholders may be diluted thereby.

The Resulting Issuer may require new capital to continue to grow its business and there are no assurances that
capital will be available when needed, if at all. It is likely that, at least to some extent, such additional capital will be
raised through the issuance of additional equity, which could result in substantial dilution to shareholders.

The Resulting Issuer may not use the proceeds from the Private Placement as described in this Filing Statement

It is currently intended that the net proceeds received from the Private Placement will be used as described under
“PART V – INFORMATION CONCERNING THE RESULTING ISSUER - Available Funds and Principal
Purposes”. However, the Resulting Issuer Board and/or management will have discretion in the actual application of
the net proceeds from the Private Placement and may elect to allocate the net proceeds differently than as described
under “PART V – INFORMATION CONCERNING THE RESULTING ISSUER - Available Funds and Principal
Purposes” if they believe it would be in the Resulting Issuer’s best interests to do so. Shareholders may not agree
with the manner in which the Resulting Issuer Board or management chooses to allocate and spend the net proceeds.
The failure by the Resulting Issuer Board or management to apply these funds effectively could have a material
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adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the trading
price of its securities.

Claims for indemnification by the Resulting Issuer’s directors and officers may reduce available funds to satisfy
successful third-party claims against the Resulting Issuer and may reduce the amount of money available to the
Resulting Issuer

The Resulting Issuer’s by-laws provide that it will indemnify its directors and officers in certain circumstances. In
addition, the Resulting Issuer expects to enter into agreements after the closing of the Vend In Transactions to
indemnify its directors and officers in certain circumstances, as determined by the Resulting Issuer Board. Under the
terms of the indemnification agreements, the Resulting Issuer will be required to indemnify each of its directors and
officers, to the fullest extent permitted by applicable laws, if the basis of the indemnitee’s involvement in a
proceeding is by reason of the fact that the indemnitee is or was a director or officer of the Resulting Issuer or any of
its subsidiaries, subject to certain exceptions. The Resulting Issuer will indemnify its officers and directors against
all reasonable fees, expenses, charges and other costs of any type or nature whatsoever, including any and all
expenses and obligations paid or incurred in connection with investigating, defending, being a witness in,
participating in (including on appeal), or preparing to defend, be a witness or participate in any completed, actual,
pending or threatened action, suit, claim or proceeding, whether civil, criminal, administrative or investigative, or
establishing or enforcing a right to indemnification under the indemnification agreement. The indemnification
agreements will also require the Resulting Issuer, if so requested, to advance all reasonable fees, expenses, charges
and other costs that such director or officer incurred, provided that such person will return any such advance if it is
ultimately determined that such person is not entitled to indemnification by the Resulting Issuer. Any claims for
indemnification by the Resulting Issuer’s directors and officers may reduce the Resulting Issuer’s available funds to
satisfy successful third-party claims against the Resulting Issuer and may reduce the amount of money available to
the Resulting Issuer.

The ability of the Resulting Issuer to pay dividends will be dependent on the financial condition of the Resulting
Issuer

The declaration, timing, amount and payment of dividends, if any, will be at the discretion of the Resulting Issuer
Board and will depend upon the Resulting Issuer’s future earnings, cash flows, acquisition capital requirements and
financial condition, and other relevant factors. There can be no assurance that the Resulting Issuer will declare a
dividend on a quarterly, annual or other basis. See “PART V – INFORMATION CONCERNING THE
RESULTING ISSUER - Available Funds and Principal Purposes - Dividend Policy”.

The CRA’s recent focus on foreign income earned by Canadian companies may result in adverse tax
consequences for the Resulting Issuer

There has been a recent focus by the CRA on income earned by foreign subsidiaries of Canadian companies.
Following the Completion of the RTO, it is expected that all of the Target Assets will be held directly through
Canadian entities. In the future, part of the Resulting Issuer’s royalty, stream or other assets may be owned by, and
the related revenue may be received by, foreign subsidiaries and this revenue would not be subject to Canadian
taxation in accordance with the Canadian foreign affiliate rules. In the event the CRA successfully challenges such a
structure, this could potentially result in additional federal and provincial taxes and penalties, which may have a
material adverse effect on the Resulting Issuer’s profitability, results of operations and financial condition and the
trading price of its securities.

If securities or industry analysts do not publish research or publish unfavourable research about the Resulting
Issuer’s business, the Common Share price and trading volume could decline

The trading market for the Common Shares will depend on the research and reports that securities or industry
analysts publish about the Resulting Issuer and its business. The Resulting Issuer will not have any control over
these analysts. There can be no assurance that analysts will cover the Resulting Issuer or provide favourable
coverage. If one or more of the analysts who cover the Resulting Issuer downgrade its stock or change their opinion
of the Common Shares, the price of the Common Shares would likely decline. If one or more of these analysts cease
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coverage of the Resulting Issuer or fail to regularly publish reports, the Resulting Issuer could lose visibility in the
financial markets, which could cause the price and trading volume of the Common Shares to decline.

The forward-looking statements contained in this Filing Statement may prove to be incorrect

The forward-looking statements contained in this Filing Statement are based on opinions, assumptions and estimates
made by the Resulting Issuer in light of management’s experience and perception of historical trends, current
conditions and expected future developments, as well as other factors the Resulting Issuer believe are appropriate
and reasonable in the circumstances. However, there can be no assurance that such estimates and assumptions will
prove to be correct. Actual results of the Resulting Issuer in the future may vary significantly from the historical and
estimated results and those variations may be material. There is no representation by the Resulting Issuer that actual
results achieved by it in the future will be the same, in whole or in part, as those included in this Filing Statement.
See “CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION”.

There is no certainty that all conditions to the Vend In Agreements with each of the Orion Group and the
Yamana Group will be satisfied. Failure to complete the Vend In Transactions could negatively impact the price
of the Common Shares or otherwise adversely affect the business of the Issuer

Each of the Orion Group and the Yamana Group, as well as Guerrero, have the right to terminate the Vend In
Agreements in certain circumstances. Accordingly, there can be no certainty, nor can the Issuer provide any
assurance, that the Vend In Agreements will not be terminated by either party before the Closing of the Vend In
Transactions. In addition, the Closing of the Vend In Transactions is subject to a number of conditions precedent,
certain of which are outside the control of Guerrero, the Orion Group and the Yamana Group. There can be no
certainty, nor can Guerrero provide any assurance, that these conditions will be satisfied. If, for any reason, the Vend
In Transactions are not completed, the market price of the Common Shares may be adversely affected. Certain costs
related to the Vend In Transactions and Private Placement, such as legal and accounting fees, must be paid by
Guerrero even if the Vend In Transactions are not completed.
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PART II - INFORMATION CONCERNING GUERRERO

Name and Incorporation

Guerrero is a corporation governed by the CBCA, after having been continued from the BCBCA on December 20,
2019. The registered and head office of Guerrero is located at 500 - 1275 Av. des Canadiens-de-Montréal, Montreal,
Québec H3B 0G4. Guerrero is a reporting issuer in the provinces of British Columbia, Alberta, Manitoba, Ontario,
Québec, New Brunswick, Prince Edward Island and Newfoundland and Labrador, and the Common Shares are
listed for trading on the TSXV under the symbol “GV”.

Guerrero was incorporated as a special limited company in British Columbia on February 20, 1961 (Incorporation
No. 49826) under the name Copper Soo Mining Company Limited (Non-Personal Liability) by Memorandum and
Articles filed with the Registrar of Companies for British Columbia. It became a reporting issuer under the
Securities Act (British Columbia) on February 7, 1966.

On February 19, 1964, Guerrero increased its authorized capital from 3,000,000 to 5,000,000 shares without par
value.

On July 22, 1969, Guerrero converted from a non-personal liability company to a limited company, changed its
name to Beaumont Resources Limited and consolidated its share capital on the basis of one new share for five old
shares.

On July 23, 1973, Guerrero changed its name from Beaumont Resources Limited to Consolidated Beaumont
Resources Ltd. and consolidated its share capital on the basis of one new share for five old shares.

On August 24, 1974, Guerrero increased its authorized capital to 6,000,000 shares without par value.

On November 22, 1978, Guerrero changed its name from Consolidated Beaumont Resources Ltd. to Conbeau
Resources Ltd. and consolidated its share capital on the basis of one new share for three old shares.

On December 3, 1984, Guerrero changed its name from Conbeau Resources Ltd. to Inlet Resources Ltd. and
increased its authorized share capital from 6,000,000 to 20,000,000 shares without par value.

On May 1, 1996, Guerrero increased its authorized share capital from 20,000,000 to 100,000,000 shares without par
value.

On November 3, 2005, Guerrero consolidated its share capital on the basis of one new share for thirty old shares and
increased its authorized share capital from 100,000,000 shares without par value to an unlimited number of shares
without par value.

On August 19, 2014, Guerrero changed its name from Inlet Resources Ltd. to Guerrero Ventures Inc.

On July 12, 2018, Guerrero completed a share consolidation in which one post consolidation share replaced ten pre-
consolidation shares.

On December 20, 2019, Guerrero completed its continuance under the CBCA, which further amended its authorized
share capital to consist of an unlimited number of Common Shares and an unlimited number of Preference Shares
issuable in one or more series.

In the context of the Closing of the Vend In Transactions, it is expected that Guerrero will amend its articles so as to
(i) change its name to “Nomad Royalty Company Ltd.”, and (ii) allow the Resulting Issuer Board to appoint one or
more additional directors to hold office for a term expiring not later than the close of the next annual meeting of
Shareholders, subject to the condition that the total number of directors so appointed not exceed one-third of the
number of directors elected at the previous annual meeting of Shareholders.
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Intercorporate Relationships

Guerrero has a direct wholly-owned subsidiary: Citation Minerals Inc. (“Citation”), a corporation incorporated
under the BCBCA. In addition, Guerrero has an indirect wholly-owned subsidiary Citation International Holdings
Inc. (“CIH”), a corporation incorporated under the Business Corporations Act (Ontario). Guerrero’s interest in CIH
is held directly through Citation. Both Citation and CIH are inactive.

General Development of the Business

Guerrero is a publicly listed company that trades on the TSXV as a junior resource company with a focus on
acquiring mineral projects that will provide the opportunity to enhance shareholder value. Following the divestiture
of its interest in Guerrero Mexico on October 1, 2019 (the “Divestiture”), Guerrero became a “shell” company
whose principal activity since then was to identify and evaluate businesses or assets with the aim of completing a
transaction to reactivate Guerrero.

On February 23, 2020, Guerrero announced that it had entered into the Vend In Agreements with the Orion Group
and the Yamana Group to acquire the Orion Portfolio Assets and the Yamana Portfolio Assets for total consideration
of US$268 million and US$65 million, respectively. The Closing of the Vend In Transactions and the concurrent
Private Placement will allow Guerrero to reactivate its business as Nomad Royalty Company Ltd., a new global
acquisition-driven precious metals stream and royalty company.

Prior to the completion of the Divestiture and the announcement of the Vend In Transactions, Guerrero was an
exploration-stage company, in the business of acquiring, exploring and developing mining properties. Throughout
its existence, Guerrero held interests in various properties at the exploration stage located in Canada, Mexico and
Indonesia.

On July 8, 2014, Guerrero announced that it had completed a plan of arrangement pursuant to which Guerrero
acquired all of the issued and outstanding shares in the capital of Citation Resources Inc. Citation Resources Inc.
was amalgamated with a wholly-owned subsidiary of Guerrero under the name “Citation Minerals Inc.”. Through
the acquisition of its subsidiary Citation, Guerrero acquired an option to acquire a 100% interest in the Biricu
property, a mineral exploration concession located in Guerrero State, Mexico.

In November 2015, Guerrero entered into an agreement, subsequently amended, with Minaurum Gold Inc.
(“Minaurum”), whereby Minaurum advanced Guerrero CAD$770,000 to explore the Biricu property in Mexico.

On February 21, 2019, Guerrero announced it had entered into a debt consolidation agreement with Medalist Capital
Ltd., which provided for the consolidation of debt held by various creditors of Guerrero.

On July 23, 2019, Guerrero announced that it had amended the debt consolidation agreement with Medalist Capital
Ltd., which would include other third-party assignees and provide for the assignment of CAD$876,209.43 of
indebtedness and grant those debt assignees the right to convert all outstanding debt into common shares in the
capital of Guerrero.

On October 1, 2019, Guerrero announced that pursuant to the terms of the share purchase agreement dated July 11,
2019, it completed the Divestiture, involving the sale of Guerrero Mexico, which held the interest of Guerrero in the
Biricu property, to Minaurum.

On October 18, 2019, Guerrero announced the completion of the transactions contemplated by the debt
consolidation agreement with certain third parties, whereby an aggregate of CAD$875,352 of debt owed by
Guerrero to various creditors was assigned to such debt assignees.

Selected Consolidated Financial Information and Management’s Discussion and Analysis

The following table sets out selected historical financial information of Guerrero for the periods indicated. Such
information is derived from the consolidated audited financial statements for the years ended December 31, 2019,
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December 31, 2018 and December 31, 2017, and should be read in conjunction with such consolidated audited 

annual financial statements, related notes and accompanying management’s discussion and analysis. All of the 

financial statements and the management’s discussion and analysis referenced above are annexed hereto as part of 

Exhibit “B” and Exhibit “C” hereto and are also available under Guerrero’s profile on SEDAR at www.sedar.com  

(in thousands of U.S. Dollars)    

Income Statement Data(1) 

For the Year Ended 

December 31, 2019 

For the Year Ended 

December 31, 2018 

For the Year Ended 

December 31, 2017 

 Total Expenses $560 $34 $260 

 Net Loss and Comprehensive Loss $(467)  $(1,624)  $(2,788)  

Balance Sheet Data(2)    

 Total Assets $795 $867 $2,528  

 Total Liabilities $161 $1,542 $1,585 

 Equity $634 $(676) $943  

____________________ 
(1) To convert information presented in Canadian dollars to U.S. Dollars, the following Bank of Canada average daily exchange rates were 

used for the years ending: 2019: 1.3269; 2018: 1.2957; 2017: 1.2986. 

(2) To convert information presented in Canadian dollars to U.S. Dollars, the following Bank of Canada daily exchange rates were used as at 
December 31, 2019: 1.2988; 2018: 1.3642; 2017: 1.2545. 

Description of Securities 

The authorized capital of Guerrero consists of an unlimited number of Common Shares and an unlimited number of 

Preference Shares issuable in one or more series. As of the date hereof, there are 33,282,236 Common Shares and no 

Preference Shares issued and outstanding. In addition, there are 2,425,000 Guerrero Options outstanding which are 

exercisable into 2,425,000 Common Shares, and a maximum of 14,777,778 Subscription Receipts may be issued 

which may be exchanged into 14,777,778 Common Shares. 

Common Shares 

The holders of the Common Shares are entitled to receive notice of, and to attend, all meetings of Shareholders, 

except meetings at which only holders of another specified class or series of Guerrero’s shares are entitled to vote. 

Each holder of Common Shares is entitled to one vote for each Common Share held by them on all ballots taken at 

such meetings. Subject to the prior rights, privileges, restrictions and conditions attaching to the Preference Shares 

and shares of any other class of shares of Guerrero ranking senior to the Common Shares, holders of Common 

Shares are entitled to receive a proportionate share, on a per share basis, of the assets of Guerrero available for 

distribution in the event of a liquidation, dissolution or winding-up of Guerrero and the right to receive any dividend 

if declared by Guerrero. 

Preference Shares 

The Preference Shares may at any time and from time to time be issued in one or more series, with the Guerrero 

Board being entitled to fix, by resolution, the number of Preference Shares in a series and determine the designation 

of, and the rights, privileges, restrictions and conditions attached to, the Preference Shares of such series. Except in 

the specific circumstances set forth in Guerrero’s articles, or as otherwise may be required by the CBCA, the holders 

of Preference Shares shall not be entitled as such to receive notice of, or to attend, any meeting of Shareholders and 

shall not be entitled to vote at any such meeting; provided, however, that the holders of Preference Shares shall be 

entitled to receive notice of meetings of the Shareholders called for the purpose of authorizing the sale, lease or 

exchange of all or substantially all of the property of Guerrero other than in the ordinary course of business of 

Guerrero.  

The Preference Shares of each series shall, with respect to the payment of dividends and the distribution of the 

property and assets of Guerrero in the event of the liquidation, dissolution or winding-up of Guerrero, whether 
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voluntary or involuntary, or any other distribution of the assets of Guerrero among its shareholders for the purpose
of winding-up the affairs of Guerrero, rank (i) pari passu with the Preference Shares of every other series and the
shares of any other class of shares of Guerrero, or series thereof, ranking equally with the Preference Shares; (ii)
senior to, and shall be entitled to a preference over, the Common Shares and the shares of any other class of shares
of Guerrero ranking junior to the Preference Shares; and (iii) junior and subordinate to the shares of any class of
shares of Guerrero ranking senior to the Preference Shares. The Preference Shares of each series shall also be
entitled to such other preferences, not inconsistent with these provisions, over the Common Shares and any other
class of shares of Guerrero ranking junior to the Preference Shares as may be fixed by the Guerrero Board in
accordance with Guerrero’s articles.

Subscription Receipts

The following summary of the material attributes and characteristics of the subscription receipts (the “Subscription
Receipts”) is subject to, and qualified in its entirety by, the terms of the Subscription Receipt Agreement, a copy of
which is available on Guerrero’s profile on SEDAR at www.sedar.com.

Each Subscription Receipt entitles the holder thereof, upon the exchange thereof in accordance with the provisions
of the Subscription Receipt Agreement, subject to transmission of a release notice executed by Guerrero and the Co-
Lead Agents confirming that Escrow Release Conditions have been met, and without payment of any additional
consideration, to one Common Share.

Unless the prescribed consent of holders of then outstanding Subscription Receipts is obtained in accordance with
the terms of the Subscription Receipt Agreement, if the Escrow Release Conditions are not satisfied or waived in
accordance with the terms of the Subscription Receipt Agreement on or prior to the Release Deadline, as may be
extended in accordance with the terms of the Subscription Receipts and the Subscription Receipt Agreement, all of
the Subscription Receipts will be cancelled and terminated and the Escrowed Funds plus a pro rata share of Earned
Interest and Deemed Interest earned thereon (less any withholding tax required to be withheld in respect thereof), if
any, will be refunded to the holders of the Subscription Receipts. To the extent that the Escrowed Funds are
insufficient to refund such amounts, Guerrero will be liable to contribute such amounts as are necessary to satisfy
any shortfall. The rights of holders of the Subscription Receipts may be modified under the Subscription Receipt
Agreement, pursuant to an extraordinary resolution approved: (i) by holders at a meeting at which there are present
in person or by proxy holders of Subscription Receipts holding in the aggregate more than 25% of the total number
of Subscription Receipts then outstanding and passed by the affirmative votes of holders who hold in the aggregate
not less than 66⅔% of the total number of Subscription Receipts represented at the meeting and voted on the
resolution; or (ii) by written consent of holders of Subscription Receipts representing at least 66⅔% of the
outstanding Subscription Receipts.

Holders of Subscription Receipts will only (i) receive Common Shares upon the satisfaction or waiver of the Escrow
Release Conditions or (ii) be refunded the original Purchase Price per Subscription Receipt plus a pro rata share of
Earned Interest and Deemed Interest earned thereon (less any withholding tax required to be withheld in respect
thereof), if any. Nothing in the holding of a Subscription Receipt confers or will be construed as conferring upon the
holder thereof any right or interest whatsoever as a Shareholder, including (but not limited to) the right to vote at, to
receive notice of or to attend meetings of Shareholders or any other proceedings of Guerrero, or the right to receive
dividends or other distributions.

Private Placement

On April 2, 2020, Guerrero and the Agents entered into the Agency Agreement with respect of the Private
Placement. The Private Placement is a “best efforts” offering of up to 14,777,778 Subscription Receipts at the
Purchase Price for aggregate gross proceeds of up to CAD$13,300,000 (being the Maximum Private Placement). On
the same date, Guerrero completed the first tranche of the Private Placement. Pursuant to the first tranche of the
Private Placement, Guerrero issued 3,420,800 Subscription Receipts at a price of CAD$0.90 per Subscription
Receipt for gross proceeds of approximately CAD$3,078,720.

On April 24, 2020, Guerrero completed the second tranche of the Private Placement. Pursuant to the second tranche
of the Private Placement, Guerrero issued 6,623,469 Subscription Receipts at a price of CAD$0.90 per Subscription
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Receipt for gross proceeds of approximately CAD$5,961,122. To date, Guerrero has issued an aggregate of
10,044,269 Subscription Receipts in the Private Placement for total gross proceeds of approximately
CAD$9,039,842 (being the Minimum Private Placement).

The gross proceeds from the Private Placement (less 50% of the Agents’ commission and the reasonable expenses of
the Agents payable by Guerrero) are delivered to be held in escrow by the Subscription Receipt Agent, and invested
in an interest-bearing account or in a Government of Canada short-term debt obligation or such other short-term
investment-grade debt obligations that Guerrero may open as directed by written notice. Each Subscription Receipt
shall be automatically exchanged, without any further action on the part of the holder thereof and for no additional
consideration, for one Common Share, upon the satisfaction or waiver (to the extent such waiver is permitted) of the
Escrow Release Conditions, which shall be no later than 5:00 p.m. (Eastern time) on the Release Deadline. The
remainder of the Agent’s commission payable by Guerrero shall be released to the Agents from the Escrowed Funds
and the balance of the Escrowed Funds shall be released from escrow to Guerrero, upon satisfaction or waiver (to
the extent such waiver is permitted) of the Escrow Release Conditions.

The commission payable to the Agents with respect to the Private Placement represents 6.0% of the gross proceeds
from the Private Placement provided; however, that the Agents’ commission shall be (i) reduced to 3.0% of the
gross proceeds realized from sales of Subscription Receipts to certain pre-identified investors, and (ii) nil on the
gross proceeds realized from sales of Subscription Receipts to certain pre-identified insiders of Guerrero. The
commission payable to the Agents will be approximately CAD$551,531 assuming the Minimum Private Placement
is completed and CAD$807,141 assuming the Maximum Private Placement is completed.

The date on which the Escrow Release Conditions are satisfied or waived is referred to as the Escrow Release Date
which, for greater certainty, shall be no later than the Termination Date except as may be extended in accordance
with the terms of the Subscription Receipt Agreement. Guerrero has agreed with the Agents to use its commercially
reasonable efforts to satisfy the Escrow Release Conditions prior to the Release Deadline.

Private Placement Lock-Up Agreements

As a condition to the closing of the first tranche of the Private Placement, the Private Placement Lock-Up
Agreements were entered into between the Agents and each of Vincent Metcalfe and Joseph de la Plante.

As of the date hereof, there are 12,781,440 Common Shares (including 175,000 Common Shares to be issued upon
the conversion of the Subscription Receipts) subject to the Private Placement Lock-Up Agreements, representing
2.52% of the Common Shares outstanding after giving effect to the Minimum Private Placement, and 2.51% of the
Common Shares outstanding after giving effect to the Maximum Private Placement. In addition, there are 2,000,000
Guerrero Options subject to the Private Placement Lock-Up Agreements, representing 82.5% of the outstanding
Guerrero Options.

Guerrero Option Plan

Guerrero currently has no long-term incentive plans other than the Guerrero Option Plan. Under the Guerrero Option
Plan, the Guerrero Board may by resolution grant Guerrero Options to directors, officers and/or employees of, and
consultants to, Guerrero, provided that the total number of shares issued under the Guerrero Option Plan does not
exceed 10% of the number of shares outstanding from time-to-time. The following are the material terms and
conditions of the Guerrero Option Plan:

· the Guerrero Board may grant Guerrero Options to employees, officers and directors of, and
consultants to, Guerrero and its subsidiaries;

· the maximum number of Common Shares that may be issued under the Guerrero Option Plan must not
exceed 10% of the total number of outstanding Common Shares at the date of the grant of the Guerrero
Options;
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· the total number of Common Shares reserved for issuance upon the exercise of Guerrero Options by
any one person cannot exceed, during any 12-month period, 5% of the number of outstanding
Common Shares;

· the total number of Common Shares reserved for issuance upon the exercise of Guerrero Options by
any one consultant cannot exceed, during any 12-month period, 2% of the number of outstanding
Common Shares;

· the total number of Common Shares reserved for issuance upon the exercise of Guerrero Options by
any employee conducting investor-relation activities cannot exceed, during any 12-month period, 2%
of the number of outstanding Common Shares;

· the aggregate number of Guerrero Options that can be granted to insiders of Guerrero, as a group,
within a 12-month period, must not exceed 10% of the issued and outstanding Common Shares at the
date a Guerrero Option is granted to any insider, unless the approval of the disinterested Shareholders
is obtained;

· the exercise price of the Guerrero Options is determined by the Guerrero Board at the time the
Guerrero Options are granted, but cannot be less than the closing price of the common shares on the
trading day immediately preceding the day on which a Guerrero Option is granted, less any applicable
discounts permitted by the TSXV;

· subject to the requirements of the TSXV, the Guerrero Board has the discretion to set the terms of any
vesting schedule for each Guerrero Option granted, including discretion to: (i) permit partial vesting in
stated percentage amounts based on the length of time between the date on which a Guerrero Option is
granted and the expiry date of such Guerrero Option; and (ii) permit full vesting after a stated period of
time has passed from the date on which a Guerrero Option is granted;

· Guerrero Options expire in a maximum of ten years after the date of grant, as determined by the
Guerrero Board;

· if an optionee dies, any Guerrero Option held by the optionee may be exercised at the latest on the date
of expiry of the Guerrero Option or one year after the date of death, whichever occurs first, after which
the Guerrero Option lapses;

· if an optionee ceases to be eligible (including with or without cause) under the Guerrero Option Plan
otherwise than for death, any Guerrero Option held by the optionee may be exercised for a period as
determined by the Guerrero Board or the CEO of Guerrero but in no event for a period exceeding one
year after the date of such ineligibility, after which the Guerrero Option lapses;

· the Guerrero Option exercise price is payable in full at the time a Guerrero Option is exercised;

· Guerrero Options are not assignable, other than by the laws of succession;

· Guerrero Options will be reclassified in the event of any consolidation, subdivision, conversion or
exchange of the Common Shares;

· the expiry date of a Guerrero Option may be extended by the CEO of Guerrero if the date on which it
is scheduled to expire falls during a black-out period or within ten business days after the last day of a
blackout period; and

· the exercise of a Guerrero Option by an optionee will be subject to the policies, procedures and
conditions adopted by Guerrero from time to time to comply with its obligations imposed under
Income Tax Act (Canada) or any other applicable law to remit to any governmental authority an
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amount on account of tax on the value of any taxable benefit associated with such exercise of a 

Guerrero Option. 

As at the date of this Filing Statement, there are 2,425,000 Guerrero Options issued and outstanding pursuant to 

Guerrero Option Plan, which were issued to directors, officers and a consultant of Guerrero. Each of the Guerrero 

Options is exercisable into one Common Share, and the weighted-average exercise price of the outstanding Guerrero 

Options is CAD$0.20.  

In connection with the Vend In Transactions, the Guerrero Board adopted the Nomad Security-Based Compensation 

Plans (including the Nomad Option Plan), which received Shareholder approval at the Meeting. Upon the 

Completion of the RTO, no further Guerrero Options will be granted under the Guerrero Option Plan, and all future 

option grants will be made pursuant to the Nomad Option Plan. See “PART V – INFORMATION CONCERNING 

THE RESULTING ISSUER - Long-Term Incentive Plans and Stock Option Plan” for a description of the Nomad 

Security-Based Compensation Plans. 

The following table sets out the Guerrero Options held by directors and officers of Guerrero as of the date of this 

Filing Statement. 

Name and Position of Holder 

Number of 

Guerrero Options 

Exercise Price 

(CAD$)  Expiry Date 

Vincent Metcalfe 

CEO and Director 

1,000,000 0.20 November 27, 2024 

Joseph de la Plante 

CIO and Director 

1,000,000 0.20 November 27, 2024 

Peter McRae 

Director 
 0.20 November 27, 2022 

James Ward 

Director 
 0.20 November 27, 2022 

Barry Hildred 

Director 
 0.20 November 27, 2022 

Total: 2,425,000   

There can be no assurance that the Guerrero Options described above will be exercised, in whole or in part. 

Prior Sales 

The following table sets out the securities of Guerrero issued in the 12-month period prior to the date of this Filing 

Statement.  

Date of Issue / Grant Type of Security 

Price per Security 

(CAD$) Number of Securities 

October 18, 2019
 

Common Shares $0.05 17,507,040
(1) 

October 18, 2019 Common Shares $0.05 550,000
(2) 

November 27, 2019
 

Common Shares $0.10 10,000,000
(3) 

November 27, 2019 Guerrero Options $0.20 2,425,000
(4) 
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Date of Issue / Grant Type of Security 

Price per Security 

(CAD$) Number of Securities 

April 2, 2020
 

Subscription Receipts
 

$0.90 3,420,800
(5)

 

April 24, 2020 Subscription Receipts $0.90 6,623,469
(6)

 

____________________ 

(1) Issued pursuant to the terms of a debt consolidation agreement, CAD$875,352 of debt owed by Guerrero to various creditors was assigned 

to Vincent Metcalfe, Joseph de la Plante, Medalist Capital Ltd. and a third party, and subsequently converted into Common Shares at a price 

of CAD$0.05 per Common Share.  
(2) Issued pursuant to a share for debt transaction for the settlement of an advance of CAD$27,500 made by Medalist Capital Ltd. to Guerrero. 

(3) Issued in connection with a private placement of 10,000,000 Common Shares at a price of CAD$0.10 per Common Share for gross 

proceeds to Guerrero of CAD$1,000,000. 
(4) Issued to certain directors and officers of Guerrero comprising the long-term incentive component of their compensation for the year ended 

December 31, 2019. 

(5) Issued pursuant to the closing of the first tranche of the Private Placement. 
(6) Issued pursuant to the closing of the second tranche of the Private Placement. 

As at the date hereof, the following securities have been sold to Non-Arm’s Length Parties of Guerrero within the 

past 12-months: 

Name and Municipality of 

Residence Date 

Type of 

Ownership Number of Securities 

Price per 

Common Share 

(CAD$) 

Vincent Metcalfe 

Town of Mount-Royal, 

Québec 

October 18, 2019 

November 27, 2019 

April 24, 2020 

direct 

direct 

direct 

5,303,220 Common Shares
(1)

 

1,000,000 Common Shares
(2) 

55,000 Subscription Receipts
(3)(5) 

$0.05 

$0.10 

$0.90 

Joseph de la Plante 

Montreal, Québec 

October 18, 2019 

November 27, 2019 

April 24, 2020 

direct 

direct 

direct 

5,303,220 Common Shares
(1)

 

1,000,000 Common Shares
(2)

 

120,000 Subscription Receipts
(3)

 

$0.05 

$0.10 

$0.90 

Elif Lévesque 

Montreal, Québec 

April 24, 2020 direct 335,000 Subscription Receipts
(3)

 $0.90 

Medalist Capital Ltd.
(6)

 

Toronto, Ontario 

October 18, 2019 

October 18, 2019 

November 27, 2019 

direct 

direct 

direct 

5,303,220 Common Shares 
(1) 

550,000 Common Shares
(4)

 

2,250,000 Common Shares
(2)

 

$0.05 

$0.05 

$0.10 

____________________ 

(1) Issued pursuant to the terms of a debt consolidation agreement, CAD$875,352 of debt owed by Guerrero to various creditors was assigned 
to Vincent Metcalfe, Joseph de la Plante, Medalist Capital Ltd. and a third party, and subsequently converted into Common Shares at a price 

of $0.05 per Common Share.  

(2) Issued in connection with a private placement of 10,000,000 Common Shares at a price of CAD$0.10 per Common Share for gross 
proceeds to Guerrero of CAD$1,000,000. 

(3) Issued pursuant to the closing of the second tranche of the Private Placement.  

(4) Issued pursuant to a share for debt transaction for the settlement of an advance of CAD$27,500 made by Medalist Capital Ltd. to Guerrero. 
(5) It is anticipated that Vincent Metcalfe will purchase an additional 65,000 Subscription Receipts at the closing of the third and final tranche 

of the Private Placement. 

(6) It is anticipated that Medalist Capital Ltd. will purchase 555,555 Subscription Receipts at the closing of the third and final tranche of the 
Private Placement. 
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Stock Exchange Price

The Common Shares trade on the TSXV under the symbol “GV”. The following table sets out trading information
for the Common Shares for the periods indicated as reported by the TSXV:

Period High Close
(CAD$)

Low Close
(CAD$)

Volume

2018
First quarter ........................................... 0.20 0.15 6,167,611
Second quarter ...................................... 0.20 0.10 462,407
Third quarter ......................................... 0.145 0.085 860,502
Fourth quarter ....................................... 0.12 0.06 465,151

2019
First quarter ........................................... 0.09 0.065 96,480
Second quarter ...................................... 0.08 0.08 —
Third quarter ......................................... 0.17 0.08 292,070
Fourth quarter ....................................... 0.32 0.125 783,213

2020
January ................................................. 0.48 0.33 492,557
February(1) ............................................. 0.45 0.38 538,651
March(1) ................................................ — — —
April (1) ................................................. — — —
May (to May 14, 2020)(1) ....................... — — —

____________________
(1) On February 24, 2020, trading in the Common Shares was halted in accordance with the policies of the TSXV following announcement by

Guerrero that it had entered into the Vend In Agreements with the Orion Group and the Yamana Group. Trading in the Common Shares will
resume only after the Completion of the RTO. The closing price of the Common Shares on the TSXV on February 21, 2020, the last
completed trading day prior to the announcement of the execution of the Vend In Agreements, was CAD$0.38 per Common Share.

Executive Compensation

Compensation Discussion and Analysis

The purpose of this Compensation Discussion and Analysis is to provide information about the Corporation’s
executive compensation objectives and process and to discuss compensation relating to the Guerrero NEOs. For the
financial year ended December 31, 2019, there were four Guerrero NEOs, namely, Vincent Metcalfe, the current
CEO of Guerrero, David Baker, the former President and CEO of Guerrero, Carmelo Marrelli, CFO of Guerrero and
Vivian Gu, the former CFO of Guerrero.

Mandate and Composition of the Human Resources and Compensation Committee

The Guerrero Board established the Guerrero HRCC to review and recommend to the Guerrero Board for approval
the remuneration of directors and executive officers. The Guerrero HRCC’s primary role and responsibility concerns
human resources and compensation policies and processes. The Guerrero HRCC considers time commitment,
comparative fees and responsibilities in determining remuneration.

The Guerrero HRCC is currently composed of Peter McRae, James Ward and Barry Hildred, each of whom is an
independent director according to the definition of “independence” set out in NI 52-110 as it applies to the Guerrero
Board. The Guerrero Board believes that these directors have the necessary knowledge, experience and background
to fulfill their mandate.

If the Guerrero HRCC determines it necessary, it may investigate and review any human resources or compensation
matter. The Guerrero HRCC has the authority to retain outside experts.
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Compensation Philosophy and Objectives

In light of Guerrero’s current stage of development, it does not have a formal compensation program. The Guerrero
HRCC meets to discuss and determine management compensation to be recommended to the Guerrero Board
without reference to formal criteria. The general objective of Guerrero’s compensation is to: (i) compensate
management in a manner that encourages and rewards a high level of performance and outstanding results with a
view to increasing long-term Shareholder value; (ii) align management’s interests with the long-term interests of
Shareholders; (iii) provide a compensation package that is commensurate with other junior mining exploration
companies in order to enable Guerrero to attract and retain talent; and (iv) ensure that the total compensation
package is designed in a manner that takes into account the constraints under which Guerrero operates by virtue of
the fact that it is a junior mining exploration company without a history of earnings which became a “shell”
company on October 1, 2019, whose principal activity since then has been to identify and evaluate businesses and
assets with the aim of completing a transaction to reactivate Guerrero.

Compensation Process

The Guerrero Board, as a whole, upon recommendation of the Guerrero HRCC, ensures that total compensation paid
to all Guerrero NEOs is fair and reasonable and accomplishes the following long-term objectives:

· produce long-term, positive results for Shareholders;

· align executive compensation with corporate performance; and

· provide market-competitive compensation and benefits that will enable Guerrero to recruit, retain and
motivate the executive talent necessary to be successful.

Analysis of Elements

The compensation paid to the Guerrero NEOs is comprised of two main components: (i) base salary and (ii) long-
term incentives comprised of Guerrero Options granted pursuant to the Guerrero Option Plan. The following
discussion describes the components of compensation and discusses how each component relates to Guerrero’s
overall executive compensation objective. Guerrero believes that:

· base salaries provide an immediate cash incentive for the Guerrero NEOs and should be at levels
competitive with peer companies that compete with Guerrero for business opportunities and executive
talent; and

· Guerrero Options ensure that the Guerrero NEOs are motivated to achieve long-term growth of
Guerrero and continuing increases in Shareholder value, and provide capital accumulation linked
directly to Guerrero’s performance.

Guerrero places equal emphasis on base salary and Guerrero Options as short-term and long-term incentives,
respectively.

Base Salaries

The Guerrero NEOs receive a base salary which is based primarily on the level of responsibility of the position, the
qualifications and experience of the officer and market conditions. The base salary may be paid to the Guerrero
NEOs or a company controlled by the Guerrero NEOs in the form of a consulting fee.

The base salaries of the Guerrero NEOs are reviewed annually to ensure that they take into account the following
factors: market and economic conditions, levels of responsibility and accountability of each Guerrero NEO, skill and
competencies of each individual, retention considerations and level of demonstrated performance.
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Base salaries, including that of the CEO, are reviewed by the Guerrero Board on the basis of its opinion as to a fair
and responsible compensation package, taking into account the contribution of the Guerrero NEO to Guerrero’s
long-term growth and the knowledge of the members of the Guerrero Board and Guerrero HRCC with respect to
remuneration practices in Canada.

Long-Term Incentive Plans and Stock Option Plan

Guerrero currently has no long-term incentive plans other than the Guerrero Option Plan. Guerrero provides long-
term incentive compensation to the Guerrero NEOs through the Guerrero Option Plan. Under the Guerrero Option
Plan, the Guerrero Board may by resolution grant Guerrero Options to directors, officers and/or employees of, and
consultants to, Guerrero, provided that the total number of shares issued under the Guerrero Option Plan does not
exceed 10% of the number of shares outstanding from time-to-time. The Guerrero Board grants Guerrero Options
from time-to-time based on its assessment of the appropriateness of doing so in light of the long-term strategic
objectives of Guerrero, its current stage of development, the need to retain or attract particular key personnel, the
number of Guerrero Options already outstanding and overall market conditions. The Guerrero Board views the
granting of Guerrero Options as a means of promoting the success of Guerrero and higher returns to Shareholders.
As such, the Guerrero Board does not grant Guerrero Options in excessively dilutive numbers or at exercise prices
not reflective of Guerrero’s underlying value. In 2019, the Guerrero Board granted 1,000,000 Options to Vincent
Metcalfe, the CEO.

See “PART II - INFORMATION CONCERNING GUERRERO - Guerrero Option Plan” for a summary of the
terms of the Guerrero Option Plan.

Group Benefits/Perquisites

The officers of Guerrero do not benefit from any life, medical, long-term disability or other insurance, or retirement
plan.

External Compensation Consultants

During the financial years ended December 31, 2019 and 2018, Guerrero did not retain the services of executive
compensation consultants to assist the Guerrero Board in determining compensation for any of the Guerrero NEOs
or directors of Guerrero.

Assessment of Risks Associated with Guerrero’s Compensation Policies and Practices

The Guerrero Board has assessed Guerrero’s compensation plans and programs for its executive officers to ensure
alignment with Guerrero’s business plan and to evaluate the potential risks associated with those plans and
programs. The Guerrero Board has concluded that the compensation policies and practices do not create any risks
that are reasonably likely to have a material adverse effect on Guerrero.

The Guerrero Board considers the risks associated with executive compensation and corporate incentive plans when
designing and reviewing such plans and programs.

Guerrero has not adopted a policy restricting the Guerrero NEOs or Guerrero’s directors from purchasing financial
instruments that are designated to hedge or offset a decrease in market value of equity securities granted as
compensation or held, directly or indirectly, by the Guerrero NEOs or Guerrero’s directors. To the knowledge of
Guerrero, none of the Guerrero NEOs nor any of Guerrero’s directors have purchased such financial instruments.
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Summary of the Compensation of the Guerrero NEOs and Guerrero Directors

The following table provides information for the financial years ended December 31, 2019 and 2018 regarding
compensation paid to or earned by the Guerrero NEOs and Guerrero’s directors, excluding compensation securities.

Table of compensation excluding compensation securities

Name and position Year

Salary,
consulting fee,

retainer or
commission

(CAD$)
Bonus

(CAD$)

Committee
or meeting

fees
(CAD$)

Value of
perquisites

(CAD$)

Value of all
other

compensation
(CAD$)

Total
compensation

(CAD$)

Peter McRae(1)

Director
2019 — — — — — —

James Ward(1)

Director
2019 — — — — — —

Barry Hildred(1)

Director
2019 — — — — — —

Vincent Metcalfe(2)

CEO
2019 — — — — — —

Carmelo Marrelli(2)(7)

CFO
2019 7,890(6) — — — — 7,890

David Baker(3)

Former President and
CEO Officer

2019
2018

—
—

—
—

—
—

—
—

—
—

—
—

Vivian Gu(4)

Former CFO
2019
2018

—
—

—
—

—
—

—
—

—
—

—
—

J. Earl Terris(5)

Former Director
2019
2018

—
—

—
—

—
—

—
—

—
—

—
—

Don Dybyk(5)

Former Director
2019
2018

—
—

—
—

—
—

—
—

—
—

—
—

____________________
(1) Messrs. McRae, Ward and Hildred were appointed as directors of Guerrero on October 18, 2019.
(2) Messrs. Metcalfe and Marrelli were appointed as CEO of Guerrero, and as CFO of Guerrero, respectively, on October 18, 2019.
(3) Mr. Baker resigned as President, CEO and as a director of Guerrero on October 18, 2019.
(4) Mrs. Gu resigned as CFO of Guerrero on October 18, 2019.
(5) Each of Messrs. Terris and Dybyk resigned as a director of Guerrero on October 18, 2019.
(6) Guerrero paid professional fees of CAD$7,890 to companies controlled by Mr. Marrelli.
(7) Mr. Marrelli resigned as CFO of Guerrero on April 6, 2020 and Elif Lévesque was appointed as CFO of Guerrero on April 6, 2020 to

replace Mr. Marrelli.
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Stock Options and Other Compensation Securities

The following table sets out the details of all compensation securities granted or issued to the Guerrero NEOs and
Guerrero’s directors during the financial year ended December 31, 2019, being the period ended as of the date of the
most recent financial statements of Guerrero included in this Filing Statement.

Compensation Securities

Name and position

Type of
compensation

security

Number of
compensation

securities,
number of
underlying

securities and
percentage of

class
Date of issue or

grant

Issue,
conversion
or exercise

price
(CAD$)

Closing price
of security or
underlying
security on

date of grant
(CAD$)

Closing price
of security

or
underlying
security at
year end
(CAD$) Expiry date

Vincent Metcalfe(1)

CEO and Director
Options 1,000,000 November 27,

2019
0.20 0.20 0.32 November 27,

2024

Carmelo Marrelli(2)(8)

CFO
¾ ¾ ¾ ¾ ¾ ¾ ¾

Peter McRae(3)

Director
Options 125,000 November 27,

2019
0.20 0.20 0.32 November 27,

2022

James Ward (3)

Director
Options 125,000 November 27,

2019
0.20 0.20 0.32 November 27,

2022

Barry Hildred(4)

Director
Options 175,000 November 27,

2019
0.20 0.20 0.32 November 27,

2022

David Baker(5)

Former President, CEO
and Director

 ¾ ¾ ¾ ¾ ¾ ¾ ¾ 

Vivian Gu(6)

Former CFO
¾ ¾ ¾ ¾ ¾ ¾ ¾ 

J. Earl Terris(7)

Former Director
¾ ¾ ¾ ¾ ¾ ¾ ¾ 

Don Dybyk(7)

Former Director
¾ ¾ ¾ ¾ ¾ ¾ ¾ 

____________________
(1) Mr. Metcalfe held Guerrero Options with respect to 1,000,000 Common Shares as of December 31, 2019.
(2) Mr. Marrelli did not hold any Guerrero Options as of December 31, 2019.
(3) Each of Messrs. McRae and Ward held Guerrero Options with respect to 125,000 Common Shares as of December 31, 2019.
(4) Mr. Hildred held Guerrero Options with respect to 175,000 Common Shares as of December 31, 2019.
(5) Mr. Baker resigned as President, CEO and as a director of Guerrero on October 18, 2019.
(6) Mrs. Gu resigned as CFO of Guerrero on October 18, 2019.
(7) Each of Messrs. Terris and Dybyk resigned as a director of Guerrero on October 18, 2019.
(8) Mr. Marrelli resigned as CFO of Guerrero on April 6, 2020 and Elif Lévesque was appointed as CFO of Guerrero on April 6, 2020 to

replace Mr. Marrelli.

No compensation securities were exercised by Guerrero NEOs and Guerrero directors during the financial year
ended December 31, 2019.

As of the date of this Filing Statement, there is no employment contract between Guerrero and any officer, and there
is no plan or compensation mechanism in favour of any officer which could be triggered following a retirement,
termination or a change of control.

Non-Arm’s Length Transactions

Within 24 months of the date hereof, Guerrero had accrued fees and expenses to Non-Arm’s Length Parties in the
amount of CAD$54,875 as at December 31, 2019 (having previously been CAD$525,566 as at December 31, 2018).
In the 2019 financial year Guerrero also received advances totalling CAD$183,836 from its former President and a
company controlled by him. The company controlled by the former President of Guerrero forgave CAD$104,590 of
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these advances in the 2019 financial year. In the 2019 financial year, Guerrero also paid professional fees of
CAD$7,890 to Non-Arm’s Length Parties who are companies controlled by the former CFO.

Arm’s Length Transaction

Each of the proposed Vend In Transactions is not a Non-Arm’s Length Transaction.

Legal Proceedings

There are no actual or pending material legal proceedings to which Guerrero is a party or to which any of its assets
are subject. Management of Guerrero is not aware of any such legal proceedings contemplated against Guerrero.

Auditor, Transfer Agent and Registrar

Auditor

The auditors of Guerrero are Morgan & Company LLP, Chartered Professional Accountants, Suite 1630 - 609
Granville Street P.O. Box 10007, Pacific Centre, Vancouver, British Columbia V7Y 1A1. They have been
Guerrero’s auditors since October 13, 2006. It is expected  that, following the Closing of the Vend In Transactions,
Morgan & Company LLP, Chartered Professional Accountants, will resign as the Resulting Issuer’s auditor and the
auditor of the Reporting Issuer is expected to be PricewaterhouseCoopers LLP, Chartered Professional Accountants,
1250 René Lévesque Blvd. West, Suite 2500, Montreal, Québec H3B 4Y1 as the auditor of the Resulting Issuer.

Transfer Agent and Registrar

The transfer agent and registrar for Common Shares is Computershare Investor Services Inc., at its principal offices
in Montreal, Québec and Toronto, Ontario.

The Subscription Receipt Agent for the Subscription Receipts is Computershare Trust Company of Canada at its
principal office in Montreal, Québec.

Material Contracts

Guerrero has not entered into any material contracts except:

1. The Orion Vend In Agreement;

2. The Yamana Vend In Agreement;

3. The Agency Agreement; and

4. The Subscription Receipt Agreement.

Copies of these agreements are available on Guerrero’s SEDAR profile at www.sedar.com and are available for
inspection at the registered office of Guerrero at no cost, at any time during ordinary business hours and until 30
days after the Completion of the RTO.

The Investor Rights Agreement that will be in effect upon the Closing of the Vend In Transactions will be a material
contract of the Resulting Issuer. A copy of the Investor Rights Agreement will be made available following the
Effective Date on the Resulting Issuer’s profile on SEDAR at www.sedar.com and will be available for inspection at
the registered office of Guerrero at no cost, at any time during ordinary business hours and until 30 days after the
Completion of the RTO.



- 63 -

PART III - INFORMATION CONCERNING ORION VEND IN

On February 23, 2020, Guerrero entered into the Orion Vend In Agreement with the Orion Group. Pursuant to the
Orion Vend In Agreement, Guerrero will acquire the Orion Portfolio Assets, which represent an aggregate of six
stream and gold loan assets for total consideration of CAD$356,810,368.50. The acquisition of the Orion Fund II
Portfolio comprising part of the Orion Portfolio Assets will constitute a “Reverse Takeover” of Guerrero pursuant to
Policy 5.2 of the TSXV Corporate Finance Manual.

In connection with the Closing of the Vend In Transactions, Guerrero, the Orion Group and Yamana will enter into
the Investor Rights Agreement, which will govern the relationship among the Resulting Issuer, the Orion Group and
Yamana as Shareholders. See “PART V – INFORMATION CONCERNING THE RESULTING ISSUER -
Principal Securityholders - Investor Rights Agreement”.

Guerrero will satisfy the purchase price payable to the Orion Group by issuing an aggregate of 396,455,965
Common Shares to the Orion Group at a price of CAD$0.90 per Common Share. Upon Completion of the RTO, the
Orion Group, through OMF II and OMF III, is expected to hold approximately 78.31% of the outstanding Common
Shares assuming the Minimum Private Placement is completed and 77.58% of the outstanding Common Shares
assuming the Maximum Private Placement is completed. See “PART V – INFORMATION CONCERNING THE
RESULTING ISSUER - Principal Securityholders”. OMF II and OMF III are managed by Orion Mine Finance
Management II Limited and Orion Mine Finance Management III LLC, respectively. Orion Mine Finance
Management II Limited and Orion Mine Finance Management III LLC are part of the Orion Mine Finance Group.

Orion Portfolio Assets

Descriptions of the Orion Portfolio Assets are set forth below.

Except where otherwise stated, the disclosure in this Filing Statement relating to the properties and operations on the
properties in respect of the Orion Portfolio Assets is based on technical reports prepared and published by the
relevant owner or operator in accordance with NI 43-101 and information publicly disclosed by the owners or
operators of these properties and other information and data available in the public domain as at May 14, 2020
(except where stated otherwise), and none of such information has been independently verified by OMF SO or OMF
Mg. Specifically, as a royalty or stream holder or vendor, as applicable, the Orion Entities have limited, if any,
access to properties underlying the Orion Portfolio Assets. The Orion Entities are dependent on the operators of the
properties and their qualified persons to provide information to the Orion Entities, or on publicly available
information to prepare disclosure pertaining to the properties relating to the Orion Portfolio Assets. The Orion
Entities have limited or no ability to independently verify such information. The assumptions and methodologies
underpinning estimates of Mineral Reserves and Mineral Resources on a property, and the classification of
mineralization in categories of proven and probable, measured and indicated, and inferred within the estimates of
Mineral Reserves and Mineral Resources, respectively, and the assumptions and methodologies employed in
proposed mining and recovery processes and production plans, were made by owners or operators and their qualified
persons. Although OMF SO and OMF Mg do not have any knowledge that such information may be inaccurate,
there can be no assurance that such third-party information is complete or accurate.

Guerrero considers that the Premier Gold Prepay Loan and the Mercedes and South Arturo Silver Stream on the
Mercedes Mine and the South Arturo Mine will be the only mineral projects on properties material to the Resulting
Issuer pursuant to NI 43-101. The Resulting Issuer will continue to assess the materiality of its assets as new assets
are acquired or move into production.

The disclosure in this Filing Statement of scientific or technical information for the Mercedes Mine and the South
Arturo Mine is based on (i) the South Arturo Report; (ii) the Mercedes Report; (iii) the Premier Gold AIF; (iv) the
management’s discussion and analysis of Premier Gold for the year ended December 31, 2019 and filed under
Premier Gold’s SEDAR profile at www.sedar.com on March 4, 2020; and (v) information available on Premier
Gold’s website at https://www.premiergoldmines.com.
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The technical and scientific information contained in this Filing Statement has been reviewed and approved in
accordance with NI 43-101 by Louis-Pierre Gignac, ing., M.Sc.A, CFA, of G Mining Services Inc. and Réjean
Sirois, P. Eng., of G Mining Services Inc., consultants of Guerrero, each a “qualified person” as defined in NI 43-
101.

OMF SO (Mercedes and South Arturo Silver Stream, Blyvoor Gold Stream, and Premier Gold Prepay Loan)

OMF Fund II SO Ltd. (OMF SO), is a Cayman Islands exempted company incorporated pursuant to the Companies
Law (2020 Revision) of the Cayman Islands on May 17, 2016. The registered office of OMF SO is at the offices of
Maples Corporate Services Limited, PO Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman Islands.
OMF SO is wholly-owned by OMF II. OMF SO is a holding company whose sole business activity is to hold
various stream and other assets. Prior to the completion of the Orion Vend In, the business of OMF SO will be
reorganized through the disposition and/or transfer by OMF SO of any assets or liabilities not being acquired by
Guerrero pursuant to the Orion Vend In Agreement. Immediately prior to the Closing of the Vend In Transactions,
OMF SO’s sole business activity will be to hold the Blyvoor Gold Stream, the Mercedes and South Arturo Silver
Stream and the Premier Gold Prepay Loan. The information relating to OMF SO in this Filing Statement is
presented after giving effect to such reorganization. It is expected that shortly following the Completion of the RTO,
OMF SO will be continued from the Companies Law (2020 Revision) of the Cayman Islands to the CBCA,
becoming a federally-incorporated Canadian entity. OMF SO’s consolidated capitalization consists of a share capital
of US$50,000 which divided into 50,000 shares of a par value of US$1.00, of which only the OMF SO Share is
issued and outstanding. There have been no sales of OMF SO securities within 12 months of the date hereof.

OMF II is party to an agreement with Orion Merchant Services LLC, a related party, pursuant to which Orion
Merchant Services LLC provides services incidental to the purchase and sale of  metal transactions. This agreement
is not being acquired by Guerrero pursuant to the Orion Vend In Agreement.  OMF II has appointed Orion Mine
Finance Management II Limited as its investment manager in which capacity it is responsible for managing the
overall business affairs of OMF II, including OMF SO.  Following the Closing of the Vend In Transactions Orion
Mine Finance Management II Limited will not provide any services to the Resulting Issuer.

Guerrero agreed to purchase the OMF SO Share, as opposed to the underlying assets, in order to facilitate the timely
execution of the Orion Vend In and expedite the transfer of the rights, title and interest in the agreements and
security interests underlying the Blyvoor Gold Stream, the Mercedes and South Arturo Silver Stream and the
Premier Gold Prepay Loan from OMF SO to Guerrero.

Mercedes and South Arturo Silver Stream

The Mercedes and South Arturo Silver Stream is a silver stream interest on the Mercedes Mine and South Arturo
Mine, which are located in Mexico & Nevada (USA), respectively. The Mercedes Mine is wholly-owned and
operated by Premier Gold, while the South Arturo Mine is 60% owned by Nevada Gold Mines LLC, a joint venture
between Barrick Gold Corporation and Newmont Corporation, and 40% by Premier Gold. Both mines are in
production. The stream interests on the Mercedes Mine and South Arturo Mine and the Premier Gold Prepay Loan
will be the only mineral projects on material properties of the Resulting Issuer for the purposes of NI 43-101 once
the Vend In Transactions are completed. See “INFORMATION CONCERNING THE SOUTH ARTURO MINE
AND MERCEDES MINES” in Exhibit “K” to this Filing Statement.

The Mercedes Mine is located in the state of Sonora, northwest Mexico, within the Cucurpe municipality. The
Mercedes Mine is located 250 kilometres northeast of Hermosillo, Sonora’s capital city, and 300 kilometres south of
Tucson, Arizona. Operations are exploiting low sulfidation quartz veins and quartz veinlet stockwork for gold and
silver using underground modified overhand cut and fill, narrow vein longitudinal longhole mining, and longhole
open stoping methods at an ore extraction rate targeting 2,000 tonnes per day.

Premier Gold has placed the Mercedes Mine into care and maintenance as a result of the Mexican federal
government’s order to suspend all non-essential activities due to the ongoing COVID-19 pandemic. The Mexican
federal government’s order is currently in effect until May 30, 2020.
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The Mineral Resource and Mineral Reserve estimates for the Mercedes Mine reported as at December 31, 2018, 

excluding the Mineral Resources which have been converted to Mineral Reserves, are listed in the table below. 

Mercedes Mineral Resources Statement (100%) 

    Grade  Contained Metal 

Category  

Tonnage 

(kt)  

Gold Grade 

(g/t Au)  

Silver Grade 

(g/t Ag)  

Contained Gold 

(000 oz)  

Contained Silver 

(000 oz) 

Measured ..........................   253.39  3.33  51.23  27  417 

Indicated ...........................   3,001.26  3.41  36.93  329  3,564 

Measured & Indicated ...   3,254.65  3.41  38.05  356  3,982 

Inferred .............................   1,720.17  4.18  36.11  231  1,997 

____________________ 
 Source: Premier Gold AIF. 

 Mineral Resources have an effective date of December 31, 2018. 

 The table presents the Mineral Resources on a 100% basis, reflecting Premier Gold’s 100% interest in the Mercedes Mine. 

 The following assumptions have been made in estimating the Mineral Resources:  

 Mineral Resources are estimated at a cut-off grade of 2.0 g/t gold equivalent (“AuEq”).  
 Mineral Resources are estimated using an average gold price of US$1,400 per ounce and an average silver price of US$19.25 per 

ounce.  

 No minimum mining width was used. 
 Mineral Resources are exclusive of Mineral Reserves. 

 Mineral Resources may not sum to the proper totals because of rounding.  

 Mineral Resources that are not Mineral Reserves do not have demonstrated economic viability. 

Mercedes Mineral Reserves Statement (100%) 

    Grade  Contained Metal 

Category  

Tonnage 

(kt)  

Gold Grade 

(g/t Au)  

Silver Grade 

(g/t Ag)  

Contained Gold 

(000 oz)  

Contained Silver 

(000 oz) 

Proven ...............................   193.20  9.01  80.97  56  503 

Probable ............................   3,190.22  3.31  21.66  339  2,222 

Proven & Probable .........   3,383.42  3.63  25.05  395  2,725 

____________________ 
 Source: Premier Gold AIF. 

 Mineral Reserves have an effective date of December 31, 2018. 

 The table presents the Mineral Reserves on a 100% basis, reflecting Premier Gold’s 100% interest in the Mercedes Mine. 

 The following assumptions have been made in estimating Mineral Reserves: 
 Mineral Reserves are estimated at a cut-off grade of 2.0 g/t Au at Diluvio ore zone and 2.5 g/t AuEq at all other areas.  

 Mineral Reserves are estimated using an average gold price of US$1,200 per ounce and a silver price of US$16.50 per ounce. 

 A mining width of 4.0 m was used. 
 Numbers may not sum to totals due to rounding. 

 Mineral Reserves are subject to reduction due to mining depletion. See section “2019 Production” in Exhibit “K”- “INFORMATION 

CONCERNING THE SOUTH ARTURO MINE AND THE MERCEDES MINE”. 

See “INFORMATION CONCERNING THE SOUTH ARTURO MINE AND MERCEDES MINES” in Exhibit “K” 

to this Filing Statement for additional details on the South Arturo Mine and Mercedes Mine. 

The South Arturo Mine is located approximately 48 kilometres northwest of Carlin, Nevada. The South Arturo Mine 

includes the development of an open pit mine and underground mine in the vicinity of the past producing Dee open 

pit and Storm underground mine. The El Niño underground mine achieved commercial production in the third 

quarter of 2019 and construction of the Phase 1 open pit is continuing.  

 



- 66 -

The Mineral Resource and Mineral Reserve estimates for the South Arturo Mine reported as at December 31, 2018,
excluding the Mineral Resources which have been converted to Mineral Reserves, are listed in the table below.

South Arturo Mineral Resources Statement (40% attributable to Premier Gold)

Category
Tonnage

(Mt)
Gold Grade

(g/t Au)
Contained Gold

(000 oz)

Measured Resources
Stockpile 0.12 0.97 3.67
Open pit 2.28 1.05 77.12
Underground El Nino 0.002 12.11 0.88
Total Measured Resources ....... 2.40 1.06 81.70

Indicated Resources
Stockpile - - -
Open pit 6.78 0.99 217.00
Underground El Nino 0.03 10.04 11.16
Total Indicated Resources ........ 6.82 1.04 228.03
Total Measured & Indicated .... 9.22 1.05 310.00

Inferred Resources
Stockpile - - -
Open pit 0.69 0.44 9.90
Underground El Nino 0.07 9.73 21.80
Total Inferred Resources .......... 0.76 1.30 31.70
____________________
· Source: Premier Gold AIF.
· Mineral Resources have an effective date of December 31, 2018.
· The table presents the Mineral Resources on a 40% basis, reflecting Premier Gold’s 40% interest in the South Arturo Mine.
· The following assumptions have been made in estimating Mineral Resources:

§ CIM (2014) definitions were followed for Mineral Resources.
§ Mineral Resources are estimated using a long-term gold price of US$1,500 per ounce.
§ Mineral Resources for open pit are reported using gold cut-off grades of 0.89 g/t (0.026 oz/st) Au for the

roaster, and 0.69 g/t (0.020 oz/st) Au for the oxide mill.
§ Mineral Resources represent attributable ounces to Premier Gold, equal to 40% of the joint venture controlled ounces.
§ Mineral Resources are exclusive of Mineral Reserves.
§ Mineral Resources that are not Mineral Reserves do not have demonstrated economic viability.
§ Numbers may not sum to totals due to rounding.
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South Arturo Mineral Reserves Statement (40% attributable to Premier Gold)

Category
Tonnage

(Mt)
Gold Grade

(g/t Au)
Contained Gold

(000 oz)

Proven Reserves
Stockpile 0.18 1.98 11.00
Open pit 1.32 3.32 141.00
Underground El Nino 0.01 13.61 2.10
Total Proven ............................. 1.51 3.19 154.50

Probable Reserves
Stockpile - - -
Open pit 1.27 2.33 95.00
Underground El Nino 0.07 11.08 25.20
Total Probable .......................... 1.34 2.79 120.20

Total Proven & Probable
Reserves
Stockpile 0.18 1.98 11.00
Open pit 2.59 2.84 236.00
Underground El Nino 0.08 11.24 275.00
Total Proven & Probable ......... 2.84 3.01 275.00
____________________
· Source: Premier Gold AIF.
· Mineral Reserves have an effective date of December 31, 2018.
· The table presents the Mineral Reserves on a 40% basis, reflecting Premier Gold’s 40% interest in the South Arturo Mine.
· The following assumptions have been made in estimating Mineral Reserves:

§ CIM (2014) definitions were followed for Mineral Reserves.
§ Mineral Reserves estimated at $1,200/oz Au.
§ Mineral Reserves for open pit are reported using gold cut-off grades of 1.10 g/t (0.032 oz/st) Au.
§ Cut-off grades are incorporated into the net block value calculation, which was used to determine the processing method for each

block.
§ Numbers may not sum to totals due to rounding.
§ Mineral Reserves are subject to reduction due to mining depletion. See section “2019 Production” in Exhibit “K”-

“INFORMATION CONCERNING THE SOUTH ARTURO MINE AND THE MERCEDES MINE”.

The following is a summary of the material terms of the Mercedes and South Arturo Stream Agreement governing
the Mercedes and South Arturo Silver Stream:

· Delivery of (i) 100% on the silver production from the Mercedes Mine and 100% on the silver
production from the South Arturo Mine attributable to Premier Gold (40% attribution), until a total of
3.75 million ounces of refined silver have been delivered to OMF SO; and (ii) after a total of
3.75 million ounces of refined silver have been delivered pursuant to OMF SO, the delivery will be
reduced to 30%.

· Minimum annual delivery of 300 koz of refined silver until the cumulative delivery of 2.1 million
ounces.

· Subject to an ongoing cash purchase price by OMF SO equal to 20% of the prevailing silver market
price.
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· As security for its obligations under the Mercedes and South Arturo Stream Agreement, Premier Gold
Mines (Cayman) Ltd., as seller, and the guarantors thereunder granted a continuing security interest
and a second-ranking encumbrance in favour of OMF SO, as purchaser’s agent on behalf of the
Purchasers (as defined in the Mercedes and South Arturo Stream Agreement) (subject to permitted
encumbrances) over (i) the equity of, or other interests in, Premier Gold Mines (Cayman) Ltd. and
each of the guarantors party to the Mercedes and South Arturo Stream Agreement, (ii) the assets of
Premier Gold relating to the Mercedes Mine and the South Arturo Mine and certain subordinated
intercompany debt, and (iii) all of the present and future acquired property of Premier Gold Mines
(Cayman) Ltd. and the guarantors party to the Mercedes and South Arturo Stream Agreement, in each
case, subject to a second amended and restated intercreditor agreement dated March 4, 2020 with the
lenders under Premier Gold’s revolving term credit facility and the lenders under the Premier Gold
Prepay Loan.

· The term of the Mercedes and South Arturo Stream Agreement is 40 years from January 31, 2019 with
automatic ten-year terms, unless there has been no active mining operations on the Mercedes Mine or
South Arturo Mine during the final ten years of the initial term or an additional term, as applicable.

Premier Gold Prepay Loan

On March 4, 2020, OMF SO, as lender (together with each other lender party thereto from time to time, the
“Lenders”), entered into the Premier Gold Prepay Loan with, among others, Premier Gold Mines (Cayman) Ltd., as
the borrower, pursuant to which the Lenders made available an incremental term facility in the principal amount of
US$15,500,000 to supplement the US$42,187,500 term facility made available pursuant to the gold prepay credit
agreement dated September 30, 2016, which was amended and restated pursuant to a first amended and restated gold
prepay agreement dated January 31, 2019. The aggregate principal amount made available to Premier Gold Mines
(Cayman) Ltd. pursuant to the term facility under the Premier Gold Prepay Loan is US$57,687,500. As security for
its obligations under the Premier Gold Prepay Loan, Premier Gold Mines (Cayman) Ltd. and the guarantors under
the Premier Gold Prepay Loan granted a continuing security interest and a first-ranking encumbrance in favour of
OMF SO for the benefit of the Lenders (subject to permitted encumbrances) over (i) the equity of, or other interests
in, Premier Gold Mines (Cayman) Ltd. and each of the guarantors party to the Premier Gold Prepay Loan, (ii) the
assets of Premier Gold relating to the Mercedes Mine and the South Arturo Mine and certain subordinated
intercompany debt, and (iii) all of the present and future acquired property of Premier Gold Mines (Cayman) Ltd.
and the guarantors party to the Premier Gold Prepay Loan, in each case, subject to a second amended and restated
intercreditor agreement dated March 4, 2020 with the lenders under Premier Gold’s revolving term credit facility
and the purchasers under the Mercedes and South Arturo Stream Agreement.

Pursuant to the Premier Gold Prepay Loan, Premier Gold is required to deliver at least 2,450 ounces of refined gold
to OMF SO in each quarter of a calendar year until June 30, 2020, and 1,000 ounces of refined gold thereafter
(subject to upward and downward adjustments in certain circumstances), until an aggregate of 16,900 ounces of
refined gold (inclusive of the ounces remaining under the first amended gold prepay agreement) have been delivered
to OMF SO. The threshold gold price per ounce for the downward and upward adjustments to the quarterly gold
quantity and the aggregate gold quantity deliverable under the Premier Gold Prepay Loan were amended to
US$1,650 per ounce of gold and US$1,350 per ounce of gold, respectively. The maturity date of the Premier Gold
Prepay Loan was extended to June 30, 2023 pursuant to the second amendment and restatement of the agreement.

The obligations of Premier Gold Mines (Cayman) Ltd under the Premier Gold Prepay Loan and related documents
are secured by the assets relating to Premier Gold’s interest in the Mercedes Mine and the South Arturo Mine.

Blyvoor Gold Stream

The Blyvoor Gold Stream is a gold stream interest on the Blyvoor Gold Mine located 75 kilometres southwest of
Johannesburg in the Gauteng Province of South Africa. The Blyvoor Gold Mine is owned and operated by Blyvoor
Gold and is in its final construction and restart phase, with initial production currently expected to commence in late
2020 or early 2021. Blyvoor Gold acquired the No. 5 Shaft underground gold mining operations of the old
Blyvooruitzicht Gold Mine.
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The South African government implemented a nationwide lockdown on March 26, 2020, which designated gold and
coal mining (and any operation or activity incidental to gold and coal mining) as an essential service. As a result, the
Blyvoor Gold Mine is permitted to operate as of the date hereof but Blyvoor Gold was required to implement strict
measures to protect the health of workers at the project. These measures may have an effect on the operations and
development of the mine, which may indirectly negatively impact the Resulting Issuer. On August 30, 2018, the
Blyvoor Gold Stream Agreement was executed between OMF SO, as purchaser, and Blyvoor Capital, as seller,
which was amended by a deed of amendment on April 1, 2019.

The following is a summary of the material terms of the Blyvoor Gold Stream Agreement:

· Pursuant to the terms of the Blyvoor Gold Stream Agreement, the purchaser (OMF SO) agreed to
prepay an amount of US$37,000,000, which amount was paid in 2019 to the seller to purchase such
amount of refined gold to be produced at the Blyvoor Gold Mine, as set forth below, with the proceeds
of the prepayment being used to fund the final construction of the mine and the re-entry into service of
the mine:

· for the first 300 koz of gold delivered under the stream, a 10% gold stream on the first 160 koz
of gold produced within a calendar year, then 5% stream on any additional gold produced within
the calendar year;

· following delivery of the first 300 koz of gold, but until the production of the first 10.32 million
ounces of gold, a 0.5% stream on the first 100 koz of gold produced in each calendar year; and

· the gold production at the Blyvoor Gold Mine is subject to an ongoing payment of US$572/oz.
(the “Blyvoor Fixed Gold Price”).

· OMF SO shall pay Blyvoor Gold a purchase price for each ounce of refined gold sold and delivered
equal to (a) until the prepayment is reduced to nil pursuant to the Blyvoor Gold Stream Agreement, (i)
the gold market price, payable at an amount of the lesser of the Blyvoor Fixed Gold Price and the gold
market price on the business day immediately preceding the date of delivery; and (ii) if such gold
market price is greater than the Blyvoor Fixed Gold Price, the balance will be payable by crediting an
amount equal to the difference between such gold market price and the Blyvoor Fixed Gold Price
against the prepayment amount in order to reduce the uncredited balance until it has been credited and
reduced to nil; and (b) after the prepayment is reduced to nil, the lesser of the Blyvoor Fixed Gold
Price and the gold market price on the business day immediately preceding the date of delivery.

· The term of the Blyvoor Gold Stream Agreement is from August 30, 2018 until the date on which
refined gold has been produced from the Blyvoor Gold Mine in an amount equal to 10.32 million
ounces and Blyvoor Gold has sold, and OMF SO has purchased and paid for the refined gold to be sold
to Blyvoor Gold pursuant to the Blyvoor Gold Stream Agreement.

The obligations of Blyvoor Capital under the Blyvoor Gold Stream Agreement and related documents are secured
by first ranking security over all of the present and after acquired property of Blyvoor Gold and the guarantors party
thereto, subject to certain permitted encumbrances and an intercreditor agreement. The security package includes
100% of the share capital of Blyvoor Capital and 76% of the share capital of Blyvoor Gold Resources Proprietary
Limited.

OMF (Mg) (Bonikro Gold Stream)

OMF Fund III (Mg) Ltd. (OMF (Mg)), is a Cayman Islands exempted company incorporated pursuant to the
Companies Law (2020 Revision) of the Cayman Islands on August 13, 2019. The registered office of OMF (Mg) is
at the offices of Maples Corporate Services Limited, PO Box 309, Ugland House, Grand Cayman, KY1-1104,
Cayman Islands. OMF (Mg) is wholly-owned by OMF III. OMF (Mg) is a holding company whose sole business
activity is to hold various royalty, stream, and other assets. Prior to the completion of the Orion Vend In, the
business of OMF (Mg) will be reorganized through the disposition and/or transfer by OMF (Mg) of any assets or
liabilities not being acquired by Guerrero pursuant to the Orion Vend In Agreement. Immediately prior to the
Closing of the Vend In Transactions, OMF (Mg)’s sole business activity will be to hold the Bonikro Gold Stream.
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The information regarding OMF (Mg) in this Filing Statement is presented after giving effect to such reorganization.
It is expected that shortly following the Completion of the RTO, OMF (Mg) will be continued from the Companies
Law (2020 Revision) of the Cayman Islands to the CBCA, becoming a federally-incorporated Canadian entity. OMF
(Mg)’s consolidated capitalization consists of a share capital of US$50,000 which divided into 50,000 shares of a
par value of US$1.00, of which only the OMF (Mg) Share is issued and outstanding.  The only sale of OMF (Mg)
securities within 12 months of the date hereof was the issuance of the OMF (Mg) Share to OMF III on August 13,
2019 for US$1.00. Upon the completion of the Orion Vend In Transaction, the Resulting Issuer will be the sole
holder of all of the issued and outstanding securities of OMF (Mg).

OMF III is party to an agreement with Orion Merchant Services LLC, a related party, pursuant to which Orion
Merchant Services LLC provides services incidental to the purchase and sale of metal transactions. This agreement
is not being acquired by Guerrero pursuant to the Orion Vend In Agreement.  OMF III has appointed Orion Mine
Finance Management III LLC as its investment manager in which capacity it is responsible for managing the overall
business affairs of OMF III, including OMF (Mg).  Following the Closing of the Vend In Transactions Orion Mine
Finance Management III LLC will not provide any services to the Resulting Issuer.

Guerrero agreed to purchase the OMF (Mg) Share, as opposed to the Bonikro Gold Stream, in order to facilitate the
timely execution of the Orion Vend In and expedite the transfer of the rights, title and interest in the agreements and
security interests underlying the Bonikro Gold Stream from OMF (Mg) to Guerrero.

Bonikro Gold Stream

The Bonikro Gold Stream is a gold royalty stream on the Bonikro Gold Mine located in Hiré, Côte d’Ivoire,
approximately 250 kilometres north-west of the commercial capital Abidjan. The Bonikro Gold Mine is operated by
Allied Gold Corp. The Bonikro Mine consists of two primary areas namely Bonikro (37 km2 mining licence) and
Hiré (195 km2 mining licence). A third area, Dougbafla is in the process of being converted from an exploration
licence into a mining licence. Gold has been produced from the Bonikro open pit mine and through the Bonikro
carbon-in-leach plant since 2008.

On October 7, 2019, the Bonikro Gold Stream Agreement was executed among various parties including, among
others, OMF (Mg), as purchaser and the Bonikro Sellers, collectively as sellers.

The following is a summary of the material terms of the Bonikro Gold Stream Agreement:

· The purchaser (OMF (Mg)) and one if its Affiliates agreed to prepay an amount of US$20,000,000 to
the Bonikro Sellers, to purchase such amount of refined gold to be produced at the Bonikro Gold Mine,
as set forth below:

· initially, 6% in respect of each lot, until both (i) 650,000 ounces of refined gold have
been outturned following the closing date of the agreement; and (ii) 39,000 ounces of
refined gold have been delivered to the purchaser;

· thereafter, 3.5% in respect of each lot, until both (i) 1,300,000 ounces of refined gold
have been outturned; and (ii) 61,750 ounces of refined gold have been delivered to the
purchaser; and

· thereafter, 2% in respect of each lot.

· The gold production at the Bonikro Gold Mine is subject to an ongoing payment of the lesser of
US$400/oz (the “Bonikro Fixed Gold Price”) and the gold market price on the business day
immediately preceding the date of delivery.

· The purchaser shall pay the Bonikro Sellers a purchase price for each ounce of refined gold sold and
delivered equal to (a) until (i) the prepayment is reduced to nil pursuant to the Bonikro Gold Stream
Agreement, the gold market price, payable at an amount of the lesser of the Bonikro Fixed Gold Price
and the gold market price on the business day immediately preceding the date of delivery; and (ii) if
such gold market price is greater than the Bonikro Fixed Gold Price, the balance will be payable by
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crediting an amount equal to the difference between such gold market price and the Bonikro Fixed
Gold Price against the prepayment amount in order to reduce the uncredited balance until it has been
credited and reduced to nil; and (b) after the prepayment is reduced to nil, the lesser of the Bonikro
Fixed Gold Price and the gold market price on the business day immediately preceding the date of
delivery.

· The term of the Bonikro Gold Stream Agreement is for the life of the mine unless terminated on
mutual consent of the parties.

· The obligations of the Bonikro Sellers under the Bonikro Gold Stream Agreement and related
documents are secured by first ranking security over all present and after acquired property of the
seller and the guarantors party thereto, subject to certain permitted encumbrances and an intercreditor
agreement.

· Deliveries under the Bonikro Gold Stream Agreement are currently being settled on a net cash basis as
opposed to physical settlement.

Woodlawn Silver Stream and Lead Marketing Fee Agreement

The Woodlawn Silver Stream

The Woodlawn Silver Stream is a silver stream on the Woodlawn Mine located 50 kilometres north of Canberra in
New South Wales, Australia. The Woodlawn Mine is operated by Heron Resources Limited, and is currently in its
commissioning stage, having previously ceased production in 1998. The mine was historically mined via open pit
and underground mining between 1978 and 1998 and primarily produced zinc, lead and copper concentrates.

OMF LI and Guerrero have been advised that the operations at the Woodlawn Mine of Heron Resources Limited in
Australia were suspended and that the project has been put into care and maintenance as of March 24, 2020 until at
least June 26, 2020, in response to a number of factors, including the COVID-19 pandemic, its impact on global
demand for commodities, the price of zinc and the extraordinary travel restrictions imposed by the Australian federal
and state governments. The suspension may be extended further and the continuation of the operations at the
Woodlawn Mine will depend on multiple factors, including but not limited to the recovery of the demand for
commodities and the price of zinc in the near future.

The Woodlawn Silver Stream Agreement was executed on June 29, 2017 among various parties including Tarago,
as the seller, and OMF LI, as the purchaser, and was amended by a deed of amendment on October 4, 2019.

The following is a summary of the material terms of the Woodlawn Silver Stream Agreement:

· Pursuant to the terms of the Woodlawn Silver Stream Agreement, OMF LI, as purchaser, agreed to
make a cash deposit in an amount of US$19,000,000, to Tarago, as a prepayment for the purchase
price of silver to be delivered pursuant to the Woodlawn Silver Stream Agreement and as set forth
below, with the aforementioned cash deposit being used, among other things, to fund the development,
construction and operation of the mine:

· The stream amount on payable silver is as follows:

· 80% of the number of ounces of payable silver contained in the product until 2,150,000
ounces of refined silver have been sold and delivered to the purchaser;

· thereafter, 40% of the number of ounces of payable silver contained in the product until
3,400,000 ounces of refined silver have been sold and delivered to the purchaser;

· thereafter, 25% of payable silver for the remaining life of mine after; and

· subject to an ongoing payment of 20% of the prevailing silver market price.

· The stream amount on payable zinc is as follows:
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· Silver stream based on payable zinc multiplied by the zinc stream rate multiplied by a
zinc silver conversion rate of 170.2 ounces of silver per metric tonne of zinc; and

· Zinc stream rate of 0.30% until 140 tonnes of payable zinc have been delivered to the
purchaser, thereafter, 1.15% until 910 tonnes of payable zinc delivered (in the aggregate),
thereafter, 2.25% until 4,200 tonnes of payable zinc have been delivered (in the
aggregate), and thereafter, 0.75% of payable zinc for the remaining life of the mine.

· The purchaser shall pay Tarago a purchase price for each ounce of refined silver sold and delivered by
Tarago equal to (i) until the Early Termination Amount has been credited and reduced to nil in
accordance with the Woodlawn Silver Stream Agreement, the silver market price on the business day
immediately preceding such delivery, 20% of which is payable in cash or by wire and 80% of which of
payable by crediting that amount against the balance of the Early Termination Amount; and (ii) after
the Early Termination Amount has been credited and reduced to nil, 20% of the silver market price on
the business day immediately preceding such delivery.

· The term of the Woodlawn Silver Stream is for the life of the mine.

· The obligations of Tarago under the Woodlawn Silver Stream are secured by, among other things, a
security interest in all of the present and after acquired property of Tarago and its subsidiaries, subject
to certain permitted encumbrances and an intercreditor agreement.

The Lead Marketing Fee Agreement

The Lead Marketing Fee Agreement was executed on June 29, 2018 between Tarago and OMF LI. It consists of a
0.2% fee payable on each tonne of payable lead contained in the project lead concentrates of the Woodlawn Mine
until such time as Tarago has paid to OMF LI the fees for and in respect of 100,000 tonnes of payable lead.

Risk Factors

The Orion Portfolio Assets are subject to risks, as is the business of the Resulting Issuer. The Resulting Issuer’s
future development and actual operating results from the Orion Portfolio Assets may be very different from those
expected as at the date of this Filing Statement. Readers should carefully consider the risks factors included herein
of the Resulting Issuer and its future performance, which risks relate to the Orion Portfolio Assets. See “PART I -
RISK FACTORS”.

Selected Consolidated Financial Information and Management’s Discussion and Analysis of Financial
Condition and Results of Operations

Selected Financial Information

The following tables set out selected financial information with respect to the Orion Portfolio Assets for the periods
indicated therein. The selected financial information below has been derived from the audited combined carve-out
financial statements of the Orion Fund II Portfolio (relating to the Woodlawn Silver Stream and Lead Marketing Fee
Agreement, the Blyvoor Gold Stream, the Mercedes and South Arturo Silver Stream and the Premier Gold Prepay
Loan) and related notes for three years ended December 31, 2019, 2018 and 2017 and attached to this Filing
Statement as Exhibit “D” and the audited carve-out financial statements of the Bonikro Gold Stream and related
notes for the period from October 7, 2019 to December 31, 2019, and attached to this Filing Statement as
Exhibit “F”. The following information should be read in conjunction with the Management’s Discussion and
Analysis with respect to the Orion Fund II Portfolio for the three years ended December 31, 2019, 2018 and 2017,
attached as Exhibit “E” and the Management’s Discussion and Analysis of the Bonikro Gold Stream for the period
from October 7, 2019 to December 31, 2019, attached as Exhibit “G”. No quarterly financial statements have been
prepared with respect to the Orion Fund II Portfolio and the Bonikro Gold Stream.
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Orion Fund II Portfolio 

(In thousands of U.S. Dollars) 

Historical Audited Financials 

for the Orion Fund II Portfolio 

as at December 31, 2019 

(US$) 

Historical Audited Financials 

for the Orion Fund II Portfolio 

as at December 31, 2018 

(US$) 

Historical Audited Financials 

for the Orion Fund II Portfolio 

as at December 31, 2017 

(US$) 

Total Revenue 17,377 15,293 15,417 

Net Income and 

Comprehensive Income 

1,958 1,567 3,336 

Total Assets 76,255 38,944 36,613 

Total Liabilities 375 58 116 

Cash Dividends — — — 

Bonikro Gold Stream 

(In thousands of U.S. Dollars) 

Historical Audited Financials 

for the Bonikro Gold Stream as 

at December 31, 2019 

(US$) 

Historical Audited Financials 

for the Bonikro Gold Stream as 

at December 31, 2018 

(US$) 

Historical Audited Financials 

for the Bonikro Gold Stream as 

at December 31, 2017 

(US$) 

Other Income 113 n/a n/a 

Net Loss and 

Comprehensive Loss 

(356) n/a n/a 

Total Assets 20,106 n/a n/a 

Total Liabilities 150 n/a n/a 

Cash Dividends — n/a n/a 

Management’s Discussion and Analysis  

Management’s Discussion and Analysis with respect to the Orion Fund II Portfolio for the three years ended 

December 31, 2019, 2018 and 2017 attached as Exhibit “E” and Management’s Discussion and Analysis with 

respect to the Bonikro Gold Stream for the period from October 7, 2019 to December 31, 2019, attached as 

Exhibit “G”, were prepared for purposes hereof in the context of the Orion Vend In and the Completion of the RTO. 

These Management’s Discussion and Analyses should be read in conjunction with the audited combined carve-out 

financial statements with respect to the Orion Fund II Portfolio and related notes for the three years ended 

December 31, 2019, 2018 and 2017, attached to this Filing Statement as Exhibit “D” and the audited carve-out 

financial statements with respect to the Bonikro Gold Stream and related notes for the period from October 7, 2019 

to December 31, 2019, attached as Exhibit “F”. 

Legal Proceedings  

There are no legal proceedings to which the Orion Portfolio Assets are the subject matter that are currently 

underway or, to the knowledge of the Orion Group, contemplated.  
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Orion Vend In Agreement

The following is a description of certain material provisions of the Orion Vend In Agreement. It is a summary only,
is not comprehensive and is qualified in its entirety by reference to the Orion Vend In Agreement, a copy of which is
available on Guerrero’s SEDAR profile at www.sedar.com.

Conditions to the Completion of the Orion Vend In

The completion of the Orion Vend In depends on the satisfaction of a number of mutual conditions precedent,
including, but not limited to:

· the TSXV having approved the Orion Vend In;

· the 396,455,965 Common Shares to be issued to the Orion Group having been conditionally approved
for listing by the TSX; and

· the Common Shares having been approved by the TSX to be listed and posted for trading on the TSX.

The completion of the Orion Vend In depends on the satisfaction of a number of conditions precedent in favour of
Guerrero, including, but not limited to:

· The Orion Group having performed and complied in all material respects with all covenants and
obligations of the Orion Vend In Agreement to be complied with and performed by the Orion Group at
or before the closing of the Orion Vend In.

· all representations and warranties of the Orion Group pursuant to the Orion Vend In Agreement being
true and correct in all material respects (or, if qualified by materiality, in all respects) as of the date of
closing of the Orion Vend In, with the same force and effect as if made on and as of that date, except:

· to the extent that such representations and warranties refer to an earlier date, in which
case such representations and warranties having been true and correct as of such earlier
date; and

· for changes contemplated or as affected by the Orion Vend In contemplated or permitted
by the Orion Vend In Agreement.

· there being no order or applicable law in effect that prohibits the consummation of the Orion Vend In,
other than any order or applicable law which would not be expected to have a material adverse effect,
as defined in the Orion Vend In Agreement, on OMF SO, OMF (Mg), the Orion Portfolio Assets or the
completion of the Orion Vend In, provided that each party shall have taken all actions required to
prevent the occurrence or entry of such order or applicable law and to remove or appeal such order or
applicable law as promptly as possible.

· legal opinions dated as of the closing date of the Orion Vend In and addressed to Guerrero, in form and
substance satisfactory to Guerrero and its counsel, acting reasonably, having been delivered by counsel
of the Orion Group to Guerrero with respect to:

· the incorporation and existence of OMF SO and OMF (Mg) under the laws of the
Cayman Islands;

· the holders of all of the issued and outstanding shares or other equity ownership interests
of OMF SO and OMF (Mg);

· that each of OMF SO and OMF (Mg) have all requisite power and capacity under the
laws of the Cayman Islands to carry on their business as presently carried on and own
their properties;
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· the execution and delivery of the Orion Vend In Agreement by the Orion Group; and

· the enforceability of the Orion Vend In Agreement against the Orion Group.

· no material adverse effect, as defined in the Orion Vend In Agreement, on OMF SO, OMF (Mg), the
Orion Portfolio Assets or the completion of the Orion Vend In having occurred since the date of Orion
Vend In Agreement and the Orion Group having provided to Guerrero a certificate, dated as of the
closing date of the Orion Vend In, executed by one executive officer or the equivalent of the Orion
Group, to such effect.

The completion of the Orion Vend In depends on the satisfaction of a number of conditions precedent in favour of
the Orion Group, including, but not limited to:

· Guerrero having performed and complied in all material respects with all covenants and obligations in
the Orion Vend In Agreement to be complied with and performed by Guerrero at or before closing of
the Orion Vend In.

· all representations and warranties of Guerrero in the Orion Vend In Agreement being true and correct
in all material respects (or, if qualified by materiality, in all respects) as of the date of closing of the
Orion Vend In with the same force and effect as if such representations and warranties had been made
on and as of that date.

· no material adverse effect, as defined in the Orion Vend In Agreement, to Guerrero or the completion
of the Orion Vend In having occurred since the date of the Orion Vend In Agreement.

· there being no order or applicable law in effect that prohibits the consummation of the Orion Vend In,
provided that each party shall have taken all actions required to prevent the occurrence or entry of such
order or applicable law and to remove or appeal such order or applicable law as promptly as possible.

· legal opinions dated as of the closing date of the Orion Vend In and addressed to the Orion Group, in
form and substance satisfactory to the Orion Group and its counsel, acting reasonably, having been
delivered by Guerrero’s counsel to the Orion Group with respect to:

· the incorporation or formation and existence of Guerrero under the laws of Canada;

· Guerrero having all requisite power and capacity under the laws of Canada to carry on its
business as presently carried on and own its properties;

· the execution and delivery of the Orion Vend In Agreement by Guerrero;

· the enforceability of the Orion Vend In Agreement against Guerrero; and

· customary corporate law and securities laws matters with respect to the issuance of the
396,455,965 Common Shares to be issued to the Orion Group.

· Guerrero having filed articles of amendment, in a form satisfactory to the Orion Group, acting
reasonably, giving effect to the matters approved in the resolutions that were passed by the
Shareholders at the Meeting, except for the Consolidation which may be implemented at a later date
after the closing date of the Orion Vend In in the sole discretion of the board of directors of Guerrero,
and having taken such other steps to give effect to the matters in the resolutions that were passed by
the Shareholders at the Meeting.

· Guerrero having implemented the Nomad Security-Based Compensation Plans, such plans to be in
forms satisfactory to the Orion Group, acting reasonably, that were approved by Shareholders at the
Meeting.
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· Vincent Metcalfe and Joseph de la Plante having each entered into employment agreements with
Guerrero, the forms and terms of such agreements to be satisfactory to the Orion Group, acting
reasonably, providing that Vincent Metcalfe will be the Chairman and CEO of the Resulting Issuer and
Joseph de la Plante will be the CIO of the Resulting Issuer.

· Guerrero having entered into an employment agreement with an individual to act as the CFO of the
Resulting Issuer, the form and terms of such agreement to be satisfactory to the Orion Group, acting
reasonably.

· the Investor Rights Agreement having been entered into or shall be entered into concurrently with the
closing of the Orion Vend In, in a form satisfactory to Guerrero, acting reasonably.

· the appointment of the directors to the Resulting Issuer Board as contemplated in the Investor Rights
Agreement, effective as of the closing date of the Orion Vend In, having been completed.

· as at the closing of the Orion Vend In, the authorized capital of the Resulting Issuer and the Nomad
Options shall be as set out in the Orion Vend In Agreement.

· the closing of the Yamana Vend In having occurred or occurring concurrently with the closing of the
Orion Vend In and no conditions precedent or closing deliveries in the Yamana Vend In Agreement
having been waived, suspended, delayed or deleted.

· if elected by Guerrero to be part of the consideration under the Yamana Vend In Agreement, the
Yamana Deferred Payment Agreement having been executed and entered into on the terms and
conditions contained in the form provided to the Orion Group on the date of the Orion Vend In
Agreement.

· the closing of the Private Placement for a minimum amount of CAD$10 million having occurred or
occurring concurrently with the closing of the Orion Vend In.

The foregoing conditions may be waived, in whole or in part, by either party for the benefit of whom the foregoing
conditions are made, at or prior to the closing date of the Orion Vend In, by delivering to the other party a written
waiver to that effect.

Covenants

Each of Guerrero and the Orion Group has made certain covenants in the Orion Vend In Agreement, including
customary negative and affirmative covenants requiring each party to operate its business and conduct itself in the
ordinary course and use commercially reasonable efforts to satisfy the conditions precedent to their respective
obligations under the Orion Vend In Agreement. In addition, under the Orion Vend In Agreement, the Orion Group
has obtained a covenant from Guerrero to obtain executed Orion Vend In Lock-Up Agreements from each of the
directors and officers of Guerrero.

Representations and Warranties

The Orion Vend In Agreement contains customary representations and warranties, given by each of Guerrero and
the Orion Group, in respect of matters pertaining to, among other things, organization, standing and corporate
power, due authorization of the transaction, subsidiaries, capitalization, assets, agreements, disclosure and other
matters relating to the business and operations of Guerrero and the Orion Group, which representations and
warranties will survive the closing of the Orion Vend In for the period provided for in the Orion Vend In
Agreement.
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Termination of the Orion Vend In Agreement

The Orion Vend In Agreement may, prior to the closing date of the Orion Vend In, be terminated by mutual written
agreement of Guerrero and the Orion Group.

Guerrero may terminate the Orion Vend In Agreement upon written notice to the Orion Group if any of the mutual
conditions precedent set forth above shall not have been satisfied on or before June 30, 2020, for any reason other
than a material breach or default by Guerrero of its covenants, agreements, or other obligations, or any of its
representations not being true and accurate in all material respects when made or when otherwise required by the
Orion Vend In Agreement to be true and accurate in all material respects.

The Orion Group may terminate the Orion Vend In Agreement upon written notice to Guerrero if any of the
conditions precedent in favour of the Orion Group set forth above shall not have been satisfied on or before
June 30, 2020, for any reason other than a material breach or default by the Orion Group of their covenants,
agreements, or other obligations, or any of their representations not being true and accurate in all material respects
when made or when otherwise required by the Orion Vend In Agreement to be true and accurate in all material
respects. The Orion Group may also terminate the Vend In Agreement if prior to the closing date of the Orion Vend
In a representation or warranty of Guerrero shall be inaccurate or having become inaccurate as of a date subsequent
to the date of the Orion Vend In Agreement (as if made on such subsequent date), or a material failure to perform
any covenant or agreement on the part of Guerrero set forth in the Orion Vend In Agreement having occurred
(provided such inaccuracy or failure to perform has not been cured within 10 business days of receipt of written
notice by Guerrero from the Orion Group with respect to such inaccuracy or failure to perform), in each case that
would cause one or more conditions precedent in favour of the Orion Group set forth above not to be satisfied;
provided that the Orion Group is not then in breach of the Orion Vend In Agreement so as to cause any of the
conditions precedent in favour of Guerrero set forth above not to be satisfied.

The Orion Vend In Agreement may be terminated by either Guerrero or the Orion Group, by written notice to the
other party, if any permanent order having the effect of permanently restraining, enjoining or prohibiting the Orion
Vend In having become final and non-appealable, provided that such terminating party has complied with all of its
obligations under the Orion Vend In Agreement in all material respects.

Securities Laws Matters

The Common Shares to be issued to the Orion Group as consideration for the Orion Portfolio Assets pursuant to the
Orion Vend In will be issued in reliance on the exemption from the prospectus requirements found in Section 2.12
of NI 45-106. Pursuant to NI 45-102, the Common Shares to be issued pursuant to the Orion Vend In will be subject
to a four-month hold period under applicable securities laws (subject to the conditions of NI 45-102).
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PART IV – INFORMATION CONCERNING YAMANA VEND IN

On February 23, 2020, Guerrero entered into the Yamana Vend In Agreement with the Yamana Group. Pursuant to
the Yamana Vend In Agreement, Guerrero will acquire the Yamana Portfolio Assets comprised of an aggregate of
three royalties and a contingent payment for total consideration of US$65 million.

Guerrero will satisfy the purchase price payable to the Yamana Group by issuing 66,500,000 Common Shares to
Yamana at a price of CAD$0.90 per Common Share and by paying US$20 million in cash (the “Yamana Cash
Consideration”). Guerrero has the option to pay up to US$10 million of the Yamana Cash Consideration through a
deferred payment, which will have a term of two years (subject to early redemption features), bear interest at an
annual rate of 3% and be convertible, at the option of Yamana, into Common Shares at a price of CAD$0.90 per
Common Share (the “Yamana Deferred Payment”). Upon Completion of the RTO, Yamana is expected to hold
approximately 13.13% of the outstanding Common Shares assuming the Minimum Private Placement is completed
and 13.01% of the outstanding Common Shares assuming the Maximum Private Placement is completed.

In connection with the Closing of the Vend In Transactions, Guerrero, the Orion Group and Yamana will enter into
the Investor Rights Agreement which will govern the Resulting Issuer’s relationship with the Orion Group and
Yamana as Shareholders. See “PART V – INFORMATION CONCERNING THE RESULTING ISSUER –
Principal Securityholders – Investor Rights Agreement”.

In connection with the Vend In Transactions, Guerrero will also complete the Private Placement with a syndicate of
Agents led by the Co-Lead Agents. Each Subscription Receipt issued pursuant to the Private Placement entitles the
holder thereof to receive, without any further action or payment, one Common Share upon the satisfaction of the
Escrow Release Conditions. It is expected that Guerrero will use a portion of the proceeds from the Private
Placement to pay the Yamana Cash Consideration. The Private Placement is subject to minimum proceeds and is
expected to close before the Vend In Transactions. See “PART II - INFORMATION CONCERNING GUERRERO
– Description of Securities – Private Placement”.

Yamana Portfolio Assets

Descriptions of the Yamana Portfolio Assets, including the RDM Gold Royalty, the Gualcamayo Gold Royalty, the
DCP Commercial Production Payment, and the Suruca Gold Royalty are set forth below.

RDM Gold Royalty

The RDM Gold Royalty is an NSR Royalty on the RDM Gold Mine which is located in the northern part of Minas
Gerais, Brazil. The RDM Gold Mine is operated by MRDM, a wholly-owned Brazilian subsidiary of Equinox Gold
Corp. (the company resulting from the combination of Equinox Gold Corp. and Leagold Mining Corporation
pursuant to an arrangement that became effective of March 10, 2020) and is currently in production.

The RDM Gold Mine is a conventional open pit and carbon-in-leach operation, which commenced commercial
production in early 2014. Average life of mine production at the RDM Gold Mine is estimated to be approximately
98,000 ounces of gold per year over a nine-year mine life. Potential underground production could extend the mine
life.

The RDM Gold Mine Mineral Resource and Mineral Reserve estimates reported as at May 31, 2018 are listed in the
table below:
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RDM Mineral Resources Statement (100%) 

Category  

Tonnage 

(kt)  

Gold Grade 

(g/t Au)  

Contained Gold 

(koz) 

Measured ............................................   3,195  0.77  79 

Indicated .............................................   36,107  1.02  1,181 

Measured & Indicated .....................   39,303  1.00  1,259 

Inferred ...............................................   8,305  1.50  401 

____________________ 
 Source: The RDM Report and Equinox Gold Corp.’s website at https://www.equinoxgold.com/_resources/EQX-ReservesResources.pdf 

 Mineral Resources have an effective date of May 31, 2018. 

 The following assumptions have been made in estimating Mineral Resources:  
 CIM (2014) definitions were followed for Mineral Resources.  

 Mineral Resources are inclusive of Mineral Reserves.  

 Open pit Mineral Resources are reported at a cut-off grade of 0.30 g/t Au.  
 Underground Mineral Resources are reported at a cut-off grade of 1.0 g/t Au. 

 No minimum thickness was used in the resource estimation. 

 Mineral Resources are estimated using a gold price of US$1,500/oz and constrained by a conceptual pit shell. 
 Mineral Resources that are not Mineral Reserves do not have demonstrated economic viability. 

 Numbers may not sum to totals due to rounding.  

RDM Mineral Reserves Statement (100%) 

Category  

Tonnage 

(kt)  

Gold Grade 

(g/t Au)  

Contained Gold 

(koz) 

Proven .................................................   5,647  0.73  133 

Probable ..............................................   19,079  1.08  656 

Proven & Probable ...........................   24,726  0.99  789 

____________________ 
 Source: The RDM Report and Equinox Gold Corp.’s website at https://www.equinoxgold.com/_resources/EQX-ReservesResources.pdf 

 Mineral Reserves have an effective date of May 31, 2018. 

 The following assumptions have been made in estimating Mineral Reserves: 
 CIM (2014) definitions were followed for Mineral Reserves. 

 Mineral Reserves were generated using the May 31, 2018 mining surface. 

 Mineral Reserves are reported at a cut-off grade of 0.40 g/t Au. 
 Mineral Reserves are reported using a long-term gold price of US$1,200/oz. 

 Mining dilution of 5% and 95% mining recovery. 
 Process recovery of 90%. 

 Numbers may not sum to totals due to rounding. 

Pursuant to the RDM Royalty Agreement, MRDM, a subsidiary of Equinox Gold Corp., as royalty payor, is required 

to pay the royalty holder a 1% NSR Royalty on the revenue related to the sale of gold and 2% NSR Royalty on the 

revenue related to sale of mineral products which originates in any other minerals (base metals). 

Gualcamayo Gold Royalty and DCP Commercial Production Payment 

Gualcamayo Gold Royalty 

The Gualcamayo Gold Royalty is an NSR Royalty on the Gualcamayo Mine, which is situated in the Province of 

San Juan, Argentina and is currently operated by Mineros S.A. The oxides component of the Gualcamayo Mine is in 

production and has produced 1.4 million ounces of gold from both open pit and underground operations since 

commencing commercial production in 2009. The DCP component of the mine consists of a Mineral Resource 

located mainly to the west at the depth of the current mining operations and is at the pre-feasibility study stage of 

development. On December 14, 2018, Yamana completed the sale of 100% of its interest in the Gualcamayo Mine 

to Mineros S.A., a Colombian-based company. In connection with this transaction, Yamana, as royalty holder, 

entered into the Gualcamayo Royalty Agreement and the DCP Commercial Production Payment Agreement with 

Minas Argentinas S.A., an Affiliate of Mineros S.A, as the royalty payor. 
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The activities at the Gualcamayo Mine were temporarily demobilized on March 19, 2020, following the
implementation of various measures by the Argentinean government in response to the COVID-19 pandemic. The
Gualcamayo Mine has since resumed operations, but at a reduced capacity in order to satisfy hygiene protocols and
transit restrictions that remain in effect.

The details of the payments to be made pursuant to the Gualcamayo Royalty Agreement are as follows:

· 2% NSR Royalty based on the production from the oxides, excluding the first 396,000 ounces
(estimated at 275,000 ounces from January 1, 2020, onwards) of gold contained in product produced
from the non-DCP component of the mine, the maximum aggregate amount payable under the
Gualcamayo Gold Royalty is capped at US$50 million; and

· 1.5% NSR Royalty on production from the DCP in perpetuity.

DCP Commercial Production Payment (US$30 million)

Pursuant to the DCP Payment Agreement, Yamana is entitled to be paid by Mineros Chile S.A. the DCP
Commercial Production Payment (US$30 million) within five business days of commencement of the DCP
Commercial Production on the mining right forming part of the Gualcamayo Mine set forth in the DCP Payment
Agreement. The obligations of Mineros Chile S.A. under the DCP Payment Agreement are unconditionally and
irrevocably guaranteed by Mineros S.A. as direct obligations of Mineros S.A. in favour of Yamana.

Suruca Gold Royalty

The Suruca Gold Royalty is a 2% NSR Royalty on the Suruca gold deposit upon which the Suruca Project is being
developed. The Suruca Project is located in Goias State, Brazil approximately 320 kilometres north of the state
capital of Goiania and 270 kilometres northwest of the national capital of Brasilia. The Suruca Project is a gold-
bearing development project operated by Mineração Maracá Indústria e Comércio S.A., the owner of the Chapada
Copper-Gold Mine and a subsidiary of Lundin Mining. The Suruca Project is located approximately
seven kilometres north-east from the Chapada Copper-Gold Mine. The Suruca Project is not yet in production.

On July 5, 2019, Yamana completed the sale of its 100% ownership in Mineração Maracá Indústria e Comércio S.A.
to Lundin Mining. In connection with the transaction, Yamana entered into the Suruca Royalty Agreement with
Mineração Maraca Industria e Comercio S.A. and Lundin Mining.

Pursuant to the Suruca Royalty Agreement, Mineração Maracá Indústria e Comércio S.A. is required to pay a 2%
NSR Royalty which shall be determined by multiplying the quarterly production from the Suruca Project by the
quarterly average spot price during the relevant time period.

The Mineral Resource and Mineral Reserve estimates for the Suruca Project reported as at June 30, 2019, are listed
in the table below:
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Suruca Project Mineral Resources Statement (100%)

Category
Tonnage
(000’s)

Gold Grade
(g/t Au)

Contained Gold
(Moz)

Measured ........................................ 12,737 0.42 0.17
Indicated ......................................... 134,780 0.54 2.32
Measured & Indicated ................... 147,518 0.53 2.49
Inferred ........................................... 12,565 0.48 0.19
____________________
· Source: The Suruca Project Report.
· Mineral Resources have an effective date of June 30, 2019.
· The following assumptions have been made in estimating Mineral Resources:

§ CIM (2014) definitions were followed for Mineral Resources.
§ Mineral Resources are estimated at a cut-off grade of 0.16 g/t Au for oxide material and 0.23 g/t Au for sulphide material.
§ Mineral Resources are estimated using a long-term gold price of US$1,600/oz.
§ Mineral Resources are inclusive of Mineral Reserves.
§ Mineral Resources include resource estimates for Suruca Oxide and Suruca Sulphide.
§ Mineral Resources that are not Mineral Reserves do not have demonstrated economic viability.
§ Numbers may not sum to totals due to rounding.

Suruca Project Mineral Reserves Statement (100%)

Category
Tonnage
(000’s)

Gold Grade
(g/t Au)

Contained Gold
(Moz)

Proven............................................. 11,454 0.42 0.15
Probable .......................................... 53,741 0.53 0.92
Proven & Probable ........................ 65,195 0.51 1.07
____________________
· Source: The Suruca Project Report.
· Information Mineral Reserves have an effective date of June 30, 2019.
· The following assumptions have been made in estimating Mineral Reserves:

§ CIM (2014) definitions were followed for Mineral Reserves.
§ Mineral Reserves are estimated at a cut-off grade of 0.19 g/t Au for oxide material and 0.30 g/t Au for sulphide material.
§ Suruca oxide and Suruca sulphide Mineral Reserves are estimated using an average long-term gold price of US$1,250/oz.
§ Numbers may not sum to totals due to rounding.

Risk Factors

The Yamana Portfolio Assets are subject to risks, as is the business of the Resulting Issuer. The Resulting Issuer’s
future development and actual operating results from the Yamana Portfolio Assets may be very different from those
expected as at the date of this Filing Statement. Readers should carefully consider the risks factors included herein
of the Resulting Issuer and its future performance, which risks relate to the Yamana Portfolio Assets. See “PART I -
RISK FACTORS”.

Selected Consolidated Financial Information and Management’s Discussion and Analysis of Financial
Condition and Results of Operations

Selected Financial Information

The following tables set out selected financial information of the Yamana Portfolio Assets for the periods indicated
therein. The selected financial information below has been derived from the audited carve-out financial statements
of the Yamana Portfolio Assets and related notes as at December 31, 2019, and attached to this Filing Statement as
Exhibit “H”. The following information should be read in conjunction with the Management’s Discussion and
Analysis of the Yamana Portfolio Assets for the three years ended December 31, 2019, 2018 and 2017, attached to
this Filing Statement as Exhibit “I”. No quarterly financial statements have been prepared with respect to the
Yamana Portfolio Assets.
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(In thousands of U.S. Dollars) 

Historical Financials for the 

Yamana Portfolio Assets for 

the year ended December 31, 

2019 

(US$) 

Historical Financials for the 

Yamana Portfolio Assets for 

the year ended December 31, 

2018 

(US$) 

Historical Financials for the 

Yamana Portfolio Assets for 

the year ended December 31, 

2017 

(US$) 

Total Revenue 839 686 85 

Net Earnings (Loss) and 

Comprehensive Earnings 

(Loss) 

188 115 (8) 

 

(In thousands of U.S. Dollars) 

Historical Financials for the Yamana 

Portfolio Assets as at December 31, 2019 

(US$) 

Historical Financials for the Yamana 

Portfolio Assets as at December 31, 2018 

(US$) 

Total Assets 62,887 57,623 

Total Liabilities 470 219 

Cash Dividends — — 

Management’s Discussion and Analysis  

Management’s Discussion and Analysis for the Yamana Portfolio Assets for the years ended December 31, 2017, to 

December 31, 2019, is attached hereto as Exhibit “I” and was prepared for purposes hereof in the context of the 

Yamana Vend In and the Completion of the RTO. The Management’s Discussion and Analysis should be read in 

conjunction with the audited carve-out financial statements of the Yamana Portfolio Assets and related notes 

attached to this Filing Statement as Exhibit “H”. 

Legal Proceedings  

There are no legal proceedings to which the Yamana Portfolio Assets are the subject matter that are currently 

underway or, to the knowledge of the Yamana Group, contemplated.  

Yamana Vend In Agreement 

The following is a description of certain material provisions of the Yamana Vend In Agreement. It is a summary 

only, is not comprehensive and is qualified in its entirety by reference to the Yamana Vend In Agreement, a copy of 

which is available on Guerrero’s SEDAR profile at www.sedar.com.  

Conditions to the Completion of the Yamana Vend In  

The completion of the Yamana Vend In depends upon the satisfaction of a number of conditions precedent in favour 

of Guerrero, including, but not limited to:  

 the representations and warranties of the Yamana Group contained in the Yamana Vend In Agreement 

being true and correct on and as of the closing of the Yamana Vend In with the same effect as though 

such representations and warranties had been made as of the closing of the Yamana Vend In; 

 all of the covenants and obligations of the Yamana Group to be performed or observed on or before the 

closing of the Yamana Vend In pursuant to the Yamana Vend In Agreement having been duly 

performed or observed; 
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· Guerrero having received a certificate from each of Yamana and SBMM dated the closing date of the
Yamana Vend In, executed by an authorized officer or director of each, certifying that the
representations and warranties made by the Yamana Group are true and correct as at the closing of the
Yamana Vend In;

· no injunction or restraining order or other decision, ruling or order of a court or administrative tribunal
of competent jurisdiction being in effect which prohibits, restrains, limits or imposes conditions on the
Yamana Vend In and no proceeding having been instituted or remaining pending or having been
threatened before any such court or administrative tribunal to restrain, prohibit, limit or impose
conditions on the Yamana Vend In;

· no material adverse change (as defined in the Yamana Vend In Agreement) having occurred in respect
of either Yamana or SBMM;

· Guerrero having received the closing documents set forth in the Yamana Vend In Agreement;

· no person, other than the Yamana Group or Guerrero, having asserted or threatened that such person is
the owner of, or has the right to acquire or to obtain ownership of, any of the Yamana Portfolio Assets;

· the Orion Vend In having been completed on a contemporaneous basis;

· Guerrero having received the approval of the TSXV to the consummation of the Vend In Transactions,
including without limitation, the issuance of the 66,500,000 Common Shares to be issued to Yamana,
the Common Shares issuable to Yamana pursuant to the conversion of the principal amount under the
Yamana Deferred Payment Agreement and the 396,455,965 Common Shares to be issued to the Orion
Group as part of the Orion Vend In; and

· each of the CEO, CIO and CFO of the Resulting Issuer having executed and delivered employment
agreements acceptable to Guerrero, acting reasonably.

The completion of the Yamana Vend In depends on the satisfaction of a number of conditions precedent in favour of
the Yamana Group, including, but not limited to:

· the representations and warranties of Guerrero contained in the Yamana Vend In Agreement having
been true and correct on and as of closing of the Yamana Vend In with the same effect as though such
representations and warranties had been made as of closing of the Yamana Vend In;

· all of the covenants and obligations of Guerrero to be performed or observed on or before closing of
the Yamana Vend In pursuant to the Yamana Vend In Agreement having been duly performed or
observed;

· the Yamana Group having received a certificate from Guerrero dated the closing date of the Yamana
Vend In, executed by an authorized officer or director of Guerrero, certifying that the representations
and warranties made by Guerrero are true and correct as at the closing of the Yamana Vend In;

· no injunction or restraining order or other decision, ruling or order of a court or administrative tribunal
of competent jurisdiction being in effect which prohibits, restrains, limits or imposes conditions on the
Vend In Transactions and no proceeding having been instituted or remaining pending or having been
threatened before any such court or administrative tribunal to restrain, prohibit, limit or impose
conditions on the Vend In Transactions;

· no material adverse change (as defined in the Yamana Vend In Agreement) having occurred in respect
of the Orion Portfolio Assets or Guerrero;
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· the Yamana Group having received the closing documents set forth in the Yamana Vend In
Agreement;

· no person, other than Yamana Group or Guerrero, having asserted or threatened that such person is the
owner of, or has the right to acquire or to obtain ownership of, any of the Yamana Portfolio Assets;

· the Orion Vend In on the terms set out in the Orion Vend In Agreement having been completed on a
contemporaneous basis and no conditions precedent or closing deliveries having been waived,
suspended, delayed or deleted;

· Guerrero having received the approval of the TSXV to the consummation of the Vend In Transactions;

· each of the CEO, CIO and CFO of the Resulting Issuer having executed and delivered employment
agreements acceptable to the Yamana Group, acting reasonably;

· the Resulting Issuer having appointed one nominee of Yamana to a seven member Resulting Issuer
Board, with four nominees of the Orion Group to be additionally nominated to such seven member
Resulting Issuer Board; and

· upon Closing of the Vend In Transactions and the Private Placement for proceeds of US$10 million,
from and after the date of the Yamana Vend In Agreement, Yamana owning a minimum of 13% of the
Resulting Issuer on a non-diluted basis without giving effect to the conversion of the principal amount
under the Yamana Deferred Payment Agreement.

The foregoing conditions may be waived, in whole or in part, by either party for the benefit of whom the foregoing
conditions are made, at or prior to the closing date of the Yamana Vend In, by delivering to the other party a written
waiver to that effect.

Covenants

Each of Guerrero and the Yamana Group made certain covenants in the Yamana Vend In Agreement, including but
not limited to, customary negative and affirmative covenants requiring inter alia for the Yamana Group to use all
reasonable efforts to preserve the Yamana Portfolio Assets and requiring each party to use all reasonable efforts to
satisfy the conditions precedent to their respective obligations under the Yamana Vend In Agreement.

Representations and Warranties

The Yamana Vend In Agreement contains customary representations and warranties, given by each of Guerrero and
the Yamana Group, in respect of matters pertaining to, among other things, organization, standing and corporate
power, due authorization of the transaction, subsidiaries, capitalization, assets, agreements, disclosure and other
matters relating to the Yamana Portfolio Assets and the business and operations of Guerrero, which representations
and warranties will survive the closing of the Yamana Vend In for the period provided for in the Yamana Vend In
Agreement.

Termination of the Yamana Vend In Agreement

Each of Guerrero and the Yamana Group may terminate the Yamana Vend In Agreement in the event that the
conditions precedent set forth above are not performed or fulfilled by the other party at or before June 30, 2020, in
which event, the terminating party will be released from all obligations under the Yamana Vend In Agreement.

No party may elect to exercise any termination right unless, prior to the closing date of the Yamana Vend In, the
party intending to rely thereon has delivered a written notice to the other party specifying in reasonable detail all
breaches of covenants, representations and warranties or other matters which the party delivering such notice is
asserting as the basis of the termination right. If any such notice is delivered, provided that the other party is
proceeding diligently to cure such matter and such matter is capable of being cured, no party may terminate the
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Yamana Vend In Agreement until the earlier of June 30, 2020 and the expiration of a period of five business days
from such notice.

Securities Laws Matters

The Common Shares to be issued to Yamana as partial consideration for the Yamana Portfolio Assets pursuant to
the Yamana Vend In will be issued in reliance on the exemption from the prospectus requirements found in Section
2.12 of NI 45-106. Pursuant to NI 45-102, the Common Shares to be issued pursuant to the Yamana Vend In will be
subject to a four-month hold period (subject to the conditions of NI 45-102).
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PART V – INFORMATION CONCERNING THE RESULTING ISSUER

Corporate Structure

Name and Incorporation

The corporate name of the Resulting Issuer is expected to be “Nomad Royalty Company Ltd.”. It is anticipated that
the registered and head office of the Resulting Issuer will be 1275 Avenue des Canadiens-de-Montréal, Montreal,
Québec H3B 0G4. It is anticipated that the Resulting Issuer Board will be comprised of Vincent Metcalfe, Joseph de
la Plante, Istvan Zollei, Robin Weisman, Gerardo Fernandez, Matthew Gollat and Jamie Porter.

Intercorporate Relationships

The following chart illustrates the anticipated organizational structure of the Resulting Issuer after giving effect to
the Vend In Transactions:

Gualcamayo Gold Royalty(3)

(2% NSR Royalty (Oxides))
(1.5% NSR Royalty (DCP))

&
US$30M DCP

Commercial Payment(3)

100%100%

Nomad Royalty Company Ltd.(1)

(Canada)

Bonikro Mine
(Côte d'Ivoire)

Suruca Project
Part of the Chapada Mine

(Brazil)

Woodlawn Mine
(Australia)

Mercedes Mine
(Mexico)

&
South Arturo Mine (40%)

(Nevada, USA)

RDM Mine
(Brazil)

Gualcamayo Mine
(Argentina)

OMF Fund II SO Ltd.(2)

(Canada)
OMF Fund III (Mg) Ltd.(2)

(Canada)

RDM Gold Royalty(3)

(1% NSR Royalty on Gold)
(2% NSR Royalty on base metals)

Blyvoor Gold Stream(4)

(10% - 0.5% Gold Stream)

Mercedes and South Arturo
Silver Stream(4)

(100% - 30% Silver Stream)
&

Premier Gold Prepay Loan(4)

(Delivery of 16,900 oz of Gold)

Bonikro Gold Stream(4)

(6% - 2% Gold Stream)
Suruca Gold Royalty(3)

(2% NSR Royalty)

Woodland Silver Stream(4)

(80% - 25% Silver Stream on payable Silver)
(0.30% - 2.25% Silver Stream on payable Zinc)

&
0.2% Lead Marketing Fee(4)

Blyvoor Gold Mine
(South Africa)

____________________
(1) The Resulting Issuer will also have two inactive subsidiaries, Citation and CIH, which are not represented in this chart.
(2) It is expected that shortly following the Completion of the RTO, OMF SO and OMF (Mg) will be continued from the Companies Law

(2020 Revision) of the Cayman Islands to the CBCA, becoming federally-incorporated Canadian entities.
(3) See “PART IV – INFORMATION CONCERNING YAMANA VEND IN” for detailed information on these assets.
(4) See “PART III - INFORMATION CONCERNING ORION VEND IN ” for detailed information on these assets.

Narrative Description of the Business

The Resulting Issuer will be a growth-oriented precious metal royalty and streaming company that is focused on
maximizing returns for its Shareholders by growing its asset base, both organically and through accretive
acquisitions of precious metal and other high-quality royalties, streams and similar interests, and by returning capital
to its Shareholders through quarterly dividend payments. The Resulting Issuer’s growth strategy will be to aim to
acquire a diversified set of risk-adjusted assets with a focus on near-term or in-production assets. To achieve this,
the Resulting Issuer’s acquisition strategy will prioritize value and optionality, while minimizing exposure to
financing risks and long development timelines. Pursuant to the Vend In Transactions, the Resulting Issuer will
acquire the Target Assets, which are comprised of ten royalty, stream and gold loan assets, seven of which involve
projects that are currently producing or are expected to begin producing by the end of 2020 or the beginning of
2021. Immediately upon the Completion of the RTO, the business of the Resulting Issuer will be the business of
holding the Orion Portfolio Assets and the Yamana Portfolio Assets.
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Royalty and Streaming Business

A royalty is a payment to a royalty holder by an operator or owner of a property and is typically based on a
percentage of the minerals produced or the revenues or profits generated from the property. In a stream, the holder
makes an upfront deposit and ongoing payments in exchange for an amount of specified metals (often a by-product
of the mine) determined with reference to metals produced from a mine, at a pre-agreed price or percentage of
market price. Stream interests and, typically, royalty interests, are established through a contract between the holder
and the property owner. Royalties and streams are not typically working interests in a property and, therefore, the
holder is generally not responsible for contributing additional funds for any purpose, including operating or capital
costs or environmental or reclamation liabilities.

Stream interests and royalty interests, which are revenue-based as opposed to profit-based, have limited exposure to
operating and capital costs incurred at the operating level. However, the holders share in the upside provided by
exploration success, mine life extensions and operational expansions. A royalty and streaming business model
facilitates greater diversification than is typical for mining companies. Royalty and streaming companies generally
hold a portfolio of assets (often diversified by mine, jurisdiction or commodity), whereas mining companies
generally are dependent on only one or a few key mines. The strength of the streaming and royalty business model
relative to alternative precious metals investment vehicles has been demonstrated by the equity performance of peer
companies across multiple gold price cycles.

Business Model and Strategy

The Resulting Issuer will seek to acquire other metal purchase agreements and royalties from companies which have
advanced stage development projects or operating mines. In return for making a one-time upfront payment to
acquire a precious metal streams or royalties, the Resulting Issuer will receive the right to purchase precious metals
at a fixed price per unit, a percentage of a mine’s production for the operating life of the asset or a fixed percentage
of the net smelter returns from a mine’s sales of produced metals. The Resulting Issuer is focused on precious metal
streams and royalties on mines with low production costs, significant exploration potential and strong management
teams. The Resulting Issuer expects to target investments in the Americas, Australia and Africa; however, the
Resulting Issuer will pursue assets globally for appropriate risk-adjusted returns where it can ensure adequate
protections and where the asset quality justifies it. The Resulting Issuer will also focus on investing in mines and
projects where ESG issues are believed to be well-managed by its counterparties. The Resulting Issuer will use a
differentiated approach to assessing new investment opportunities, supplementing its team with highly-specific
third-party experts drawn from an extensive global network. The expertise employed and focus on diligence will be
tailored for each investment. The Resulting Issuer’s due diligence process will include an assessment of its
counterparties’ environmental and local stakeholder management, as good management of these matters promotes
the long-term prosperity of operations for all stakeholders. The Resulting Issuer expects to operate with a lean core
team of professionals in order to maintain low overhead costs in pursuit of its growth-oriented strategy.

For more information on the Target Assets, see “PART III - INFORMATION CONCERNING ORION VEND IN ”
and “PART IV – INFORMATION CONCERNING YAMANA VEND IN”.

Description of the Securities

The authorized capital of the Resulting Issuer will consist of an unlimited number of Common Shares and an
unlimited number of Preference Shares issuable in one or more series. Upon the Completion of the RTO, it is
expected that 506,282,470 Common Shares will be issued and outstanding assuming the completion of the
Minimum Private Placement and that 511,015,979 Common Shares will be issued and outstanding assuming the
completion of the Maximum Private Placement. No Preference Shares will be issued and outstanding. In addition,
2,425,000 Guerrero Options will remain outstanding and exercisable into 2,425,000 Common Shares.

The Common Shares will continue to have the same rights, privileges, restrictions and conditions. See “PART II -
INFORMATION CONCERNING GUERRERO – Description of Securities – Common Shares”.
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The Preference Shares will continue to have the same rights, privileges, restrictions and conditions. See “PART II -
INFORMATION CONCERNING GUERRERO – Description of Securities – Preference Shares”.

The Guerrero Options will continue to have the same rights, privileges, restrictions and conditions. See “PART II -
INFORMATION CONCERNING GUERRERO– Description of Securities Guerrero Option Plan”.

Pro Forma Consolidated Capitalization

The following table sets forth the pro forma consolidated capitalization of the Resulting Issuer as at
December 31, 2019, after giving effect to the Private Placement and the Vend In Transactions.

Designation of Security
Amount authorized or to be

authorized

Number outstanding, on a pro forma basis as at December 31, 2019,
after giving effect to the Private Placement and the Vend In

Transactions

Minimum Private Placement Maximum Private Placement

Common Shares Unlimited 506,282,470 511,015,979

Guerrero Options 2,425,000 2,425,000 2,425,000

Nomad Options

48,203,247(1)(2)

8,761,400 8,761,400

Nomad RSUs 2,045,200 2,045,200

Nomad PSUs — —

Nomad DSUs — —

Yamana Deferred
Payment

15,655,555(3) 15,655,555 (3) 15,655,555 (3)

____________________
(1) The aggregate number of Common Shares in respect of which awards may be outstanding at any time under the Nomad Security-Based

Compensation Plans or any other security-based compensation arrangement, including the Guerrero Option Plan, of the Resulting Issuer
shall not exceed 10% of the issued and outstanding Common Shares as at the date of grant of an award thereunder.

(2) In the event the Minimum Private Placement is completed and 48,676,597 in the event of the Maximum Private Placement is completed.
(3) This number is based on the conversion of the entire Yamana Deferred Payment with a principal amount of US$10 million into Canadian

dollar using the daily exchange rate announced by the Bank of Canada on the business day preceding the date of the Filing Statement. The
total number of Common Shares issuable under the Yamana Deferred Payment will vary based on the Bank of Canada exchange rate used
at the time to convert the principal amount of the Yamana Deferred Payment into Canadian dollars.
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Fully Diluted Share Capital

The following table sets forth the fully-diluted share capital of the Resulting Issuer after giving effect to the Private
Placement and the Vend In Transactions:

Nature of Security

Number on a pro forma basis as at
December 31, 2019, after giving effect to the
Private Placement and Vend In Transactions

Approximate Percentage
of Total

Exercise Price
(CAD$ per

Common Share)
Minimum Private

Placement
Maximum Private

Placement

Minimum
Private

Placement

Maximum
Private

Placement

Common Shares 506,282,470 511,015,979 94.60% 94.65% —

Guerrero Options 2,425,000 2,425,000 0.45% 0.45% $0.20(1)

Nomad Options(4) 8,761,400(2) 8,761,400(2) 1.64% 1.62% $0.90(2)

Nomad RSUs(4) 2,045,200 2,045,200 0.38% 0.38% —

Nomad PSUs(4) — — — — —

Nomad DSUs(4) — — — — —

Yamana Deferred Payment 15,655,555(3) 15,655,555(3) 2.93% 2.90% $0.90

Total Fully Diluted: 535,169,625 539,903,134 100% 100% —

____________________
(1) The weighted-average exercise price of outstanding Guerrero Options is CAD$0.20.
(2) 5,000,000 of these Nomad Options will be issued as one-time option-based awards to the CEO, CFO and CIO on the Effective Date with an

exercise price of CAD$0.90 per Common Share. 3,761,400 of these Nomad Options will be issued within 10 days of the Completion of the
RTO and the exercise price of these Nomad Options will be determined in accordance with the terms of the Nomad Option Plan at the time
of grant.

(3) Based on a Yamana Deferred Payment with a principal amount of US$10 million converted into Canadian dollar using the daily exchange
rate announced by the Bank of Canada on the business day preceding the date of the Filing Statement. The total number of Common Shares
issuable under the Yamana Deferred Payment will vary based on the Bank of Canada exchange rate used at the time to convert the principal
amount of the Yamana Deferred Payment into Canadian dollars.

(4) There will be an aggregate of 37,396,647 awards available for issuance pursuant to the Nomad Security-Based Compensation Plans
assuming the Minimum Private Placement is completed, and an aggregate of 37,869,997 awards available for issuance pursuant to the
Nomad Security-Based Compensation Plans assuming the Maximum Private Placement is completed, respectively representing 7.39% and
7.41% of the Resulting Issuer’s issued and outstanding Common Shares.

Available Funds and Principal Purposes

Available Funds

As at April 30, 2020, on a pro forma basis, the estimated funds available to the Resulting Issuer after giving effect to
the Private Placement and the Vend In Transactions, after deducting the expenses of the Private Placement and the
Vend In Transactions, will be approximately US$4,570,000 if the Minimum Private Placement is completed or
US$7,444,000 if the Maximum Private Placement is completed.
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Principal Purposes  

The Resulting Issuer currently intends to use the funds as follows during the 12-month period following completion 

of the Private Placement and the Vend In Transactions: 

Principal Purpose 

 

Minimum Private 

Placement 

(US$) 

Maximum Private 

Placement 

(US$) 

Administrative expenses  $572,000 $880,000 

Management salaries  — $151,000 

Estimated legal, accounting and other professional fees  $390,000 $748,000 

Estimated fees associated with the Vend In Transactions and the 

Private Placement  

$946,000 $946,000 

Debt service repayment – capital and interest (including under 

the Yamana Deferred Payment Agreement) 

$275,000 $275,000 

Unallocated working capital $2,387,000 $4,444,000 

Total: $4,570,000 $7,444,000 

Please refer to column identified as “Resulting Issuer Pro Forma Consolidated, as at April 30, 2020” in the table 

under “SUMMARY” - “Selected Pro Forma Financial Information”, for the pro forma cash balance as at April 30, 

2020, assuming the Minimum Private Placement is completed. 

It is expected that the Resulting Issuer will use a substantial portion of the unallocated working capital to source and 

negotiate acquisitions of precious metal and other high-quality royalties, streams and similar interests.  

There may be circumstances where, on the basis of results obtained or for other sound business reasons, a re-

allocation of funds may be necessary or prudent. Accordingly, management of the Resulting Issuer will have broad 

discretion in the application of the working capital. The actual amount that the Resulting Issuer spends in connection 

with each intended purpose set out above may vary significantly from the amounts specified above and will depend 

on a number of factors, including those referred to under “PART I - RISK FACTORS”.  

Dividend Policy  

Following the Completion of the RTO, it is expected that the Resulting Issuer Board will establish a policy of 

declaring a quarterly dividend, subject to the availability of cash flow. The amount of the dividend will be 

determined quarterly. Any determination to pay dividends in the future will be at the discretion of the Resulting 

Issuer Board and will depend on many factors, including, among others, the Resulting Issuer’s financial condition, 

current and anticipated cash requirements, contractual restrictions and financing agreement covenants, solvency tests 

imposed by applicable corporate law and other factors that the Resulting Issuer Board may deem relevant. Dividends 

are not guaranteed. Although it is expected that the Resulting Issuer will pay dividends in the future, dividends may 

be reduced or suspended. It is currently anticipated that cash dividends will be funded by the cash flows from 

operations generated by the Target Assets. 

Principal Securityholders  

To the knowledge of the management of Guerrero, after giving effect to the Private Placement and the Vend In 

Transactions, no person or entity is anticipated to own of record or beneficially, directly or indirectly, or exercise 

control or direction over, more than 10% of the outstanding shares of any class of the Resulting Issuer (each a 

“principal shareholder”), except as stated below: 
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Name and Municipality of Residence of
Principal Shareholder

Common Shares Owned Immediately After Giving Effect to the Private Placement and
the Vend In Transactions

Number

% (non-diluted)(4)

Minimum Private
Placement

Maximum Private
Placement

Orion Mine Finance Management II
Limited(1)(3)

Hamilton, Bermuda

327,717,520 64.73% 64.13%

Orion Mine Finance Management III
LLC(2)(3)

Wilmington, Delaware

68,738,445 13.58% 13.45%

Yamana Gold Inc.(5)

Toronto, Ontario, Canada
66,500,000 13.13% 13.01%

____________________
(1) Reflects Common Shares to be held of record by OMF II, a limited partnership managed by Orion Mine Finance Management II Limited.
(2) Reflects Common Shares to be held of record by OMF III, a limited partnership managed by Orion Mine Finance Management III LLC.
(3) Orion Mine Finance Management II Limited and Orion Mine Finance Management III LLC are part of the Orion Mine Finance Group.
(4) Each of the Orion Groups’ and Yamana’s shareholdings represent 78.31% and 13.13%, respectively, on a fully-diluted basis assuming the

Minimum Private Placement is completed, and 77.58% and 13.01%, respectively, on a fully-diluted basis assuming the Maximum Private
Placement is completed, in both cases, also assuming the maximum principal amount of the Yamana Deferred Payment (US$10 million is
converted into Canadian dollars using the daily exchange rate announced by the Bank of Canada on the business day preceding the date of
the Filing Statement) was converted into Common Shares on the closing date of the Vend In Transactions. The total number of Common
Shares issuable under the Yamana Deferred Payment will vary based on the Bank of Canada exchange rate used at the time to convert the
principal amount of the Yamana Deferred Payment into Canadian dollars.

(5) The Common Shares are to be held of record by Yamana, a reporting issuer with its common shares listed on the TSX.

Investor Rights Agreement

In connection with the Closing of the Vend In Transactions, Guerrero, the Orion Group and Yamana intend to enter
into an Investor Rights Agreement to govern the relationship of the Resulting Issuer with the Orion Group and
Yamana as Shareholders. The Investor Rights Agreement will provide, among other things, that:

· the Orion Group will be subject to a 12-month lockup period in respect of its Common Shares and
Yamana will be subject to a similar six-month lockup period in respect of its Common Shares;

· for so long as the Orion Group holds at least 50% of the issued and outstanding Common Shares, it
will have the right to nominate for election 50% (rounded up to the nearest whole number) of the
directors on the Resulting Issuer Board; provided that, the foregoing right will be reduced
proportionately in increments of 10% commensurate with the Orion Group’s ownership, subject to the
condition that the Orion Group must hold at least 10% of the Common Shares in order to have the right
to propose nominees for election as directors;

· for so long as Yamana holds at least 10% of the issued and outstanding Common Shares, it will have
the right to nominate for election one director on the Resulting Issuer Board;

· each of the Orion Group and Yamana will have a participation right, for so long as each holds at least
10% of the issued and outstanding Common Shares, to maintain their respective percentage
shareholding interest in the Resulting Issuer at the time of any financing by the Resulting Issuer,
whether public or private. The foregoing right will not apply in the event of an issuance of Common
Shares by the Resulting Issuer upon the exercise of stock options or other incentive securities, or the
conversion of outstanding convertible securities; and
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· for so long as the Orion Group holds at least 50% of the issued and outstanding Common Shares, the
Resulting Issuer will not increase the size of the Resulting Issuer Board above seven members without
the prior written consent of the Orion Group.

In order to allow the Orion Group to exercise its nomination right in full as described above, the Investor Rights
Agreement will provide the Orion Group with the right to request that the size of Resulting Issuer Board be
increased to up to nine members. Furthermore, the Investor Rights Agreement will provide the Orion Group with the
right to cause the Resulting Issuer to reduce the number of management directors on the Resulting Issuer Board
from two to one, provided that the Orion Group holds at least 50% of the issued and outstanding Common Shares
and the Orion Group has caused the size of the Resulting Issuer Board to increase to nine members. As a result of
the foregoing, the Orion Group will be entitled to nominate five of the nine members of the Resulting Issuer Board if
the size of the Resulting Issuer Board is increased from seven to nine members.

Directors, Officers and Promoters

The Resulting Issuer Board will be comprised of seven directors.

The following table sets out, for each proposed director and officer of the Resulting Issuer (assuming the Closing of
the Vend In Transactions) the individual’s name, municipality of residence, position(s) to be held with the Resulting
Issuer, the principal occupation(s) within the five preceding years, the number of Common Shares beneficially
owned, directly or indirectly, or over which control or direction will be exercised, and, if a director, the year in
which the individual became a director of Guerrero. The Resulting Issuer’s directors will be elected annually and,
unless re-elected, will serve until at the end of the next annual general meeting of Shareholders.

Name and Municipality of
Residence

Proposed
Position(s)

with the
Resulting

Issuer
Principal Occupation(s)
for the past five years

Director
of

Guerrero
Since

Number (and
approximate %) of
Common Shares to

be Owned After
Giving Effect to the
Minimum Private

Placement and Vend
In Transactions(1)

Number (and
approximate %)

of Common
Shares to be
Owned After

Giving Effect to
the Maximum

Private
Placement and

Vend In
Transactions(1)

Vincent Metcalfe(7)

Town of Mont Royal,
Québec, Canada

Chairman,
CEO and
Director

CEO of Guerrero
since 2019;
previously business
consultant from 2018
-2019, Chief
Financial Officer of
Falco Resources Ltd.,
a company engaged
in the exploration and
evaluation of mineral
properties in Northern
Québec, from 2015 to
2018, and Vice
President, Investor
Relations, Osisko
Gold Royalties Ltd,
an intermediate
precious metal
royalty company,
from 2016 – 2018

2020 6,358,220
(1.26%)

6,423,220(6)

(1.26%)(6)
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Name and Municipality of
Residence

Proposed
Position(s)

with the
Resulting

Issuer
Principal Occupation(s)
for the past five years

Director
of

Guerrero
Since

Number (and
approximate %) of
Common Shares to

be Owned After
Giving Effect to the
Minimum Private

Placement and Vend
In Transactions(1)

Number (and
approximate %)

of Common
Shares to be
Owned After

Giving Effect to
the Maximum

Private
Placement and

Vend In
Transactions(1)

Joseph de la Plante(7)

Montreal, Québec,
Canada

CIO and
Director

CIO of Guerrero
since 2020,
previously Vice
President, Corporate
Development, Osisko
Gold Royalties Ltd,
from 2014 – 2019

2020 6,423,220
(1.27%)

6,423,220
(1.26%)

Elif Lévesque(7)

Montreal, Québec,
Canada

CFO and
Secretary

CFO of Guerrero
since 2020,
previously Vice
President, Finance
and Chief Financial
Officer, Osisko Gold
Royalties Ltd, from
2014 – 2020

N/A 435,000
(0.09%)

435,000
(0.09%)

Istvan Zollei(2)(4)

New York, New York,
USA

Director Portfolio Manager at
Orion Mine Finance,
a global investment
management firm

N/A — —

Robin Weisman(2)(3)

Alexandria, Virginia,
USA

Director Principal investment
officer of the mining
division at the
International Finance
Corporation, a
member of the World
Bank Group

N/A — —

Gerardo Fernandez(2)(5)

Oakville, Ontario,
Canada

Director Senior Vice
President, Corporate
Development,
Yamana Gold Inc., a
precious metals
producer

N/A 250,000
(0.05%)

250,000
(0.05%)
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Name and Municipality of
Residence

Proposed
Position(s)

with the
Resulting

Issuer
Principal Occupation(s)
for the past five years

Director
of

Guerrero
Since

Number (and
approximate %) of
Common Shares to

be Owned After
Giving Effect to the
Minimum Private

Placement and Vend
In Transactions(1)

Number (and
approximate %)

of Common
Shares to be
Owned After

Giving Effect to
the Maximum

Private
Placement and

Vend In
Transactions(1)

Matthew Gollat(3)(4)

Thunder Bay, Ontario,
Canada

Director Vice President,
Business
Development,
Premier Gold Mines
Limited, a gold
producer and
exploration and
development
company

N/A 11,000
(0.00%)

11,000
(0.00%)

Jamie Porter(3)

Oakville, Ontario,
Canada

Director Chief Financial
Officer, Alamos Gold
Inc., an intermediate
gold producer

N/A 200,000
(0.04%)

200,000
(0.04%)

____________________
(1) On a non-diluted basis. Based on 506,282,470 Common Shares issued and outstanding assuming the completion of the Minimum Private

Placement and 511,015,979 Common Shares issued and outstanding assuming the completion of the Maximum Private Placement.
(2) Proposed members of the Resulting Issuer GHRC Committee.
(3) Proposed members of the Resulting Issuer Audit Committee.
(4) Mr. Zollei and Mr. Gollat will be the Orion Nominees.
(5) Mr. Fernandez will be the Yamana Nominee.
(6) It is anticipated that Mr. Metcalfe will purchase an additional 65,000 Subscription Receipts at the closing of the third and final tranche of

the Private Placement.
(7) Upon the completion of the Orion Vend In Transaction, Messrs. Metcalfe and de la Plante and Ms. Lévesque will be the only directors and

officers of OMF SO and OMF (Mg).

Assuming the completion of the Minimum Private Placement and the Vend In Transactions, the directors and
officers of the Resulting Issuer (as a group) will own, or exercise direction or control over, approximately 2.70% and
3.08% of Common Shares on a fully-diluted basis, respectively. Assuming the completion of the Maximum Private
Placement and the Vend In Transactions, the directors and officers of the Resulting Issuer (as a group) will own, or
exercise direction or control over, approximately 2.69% and 3.08% of Common Shares on a fully-diluted basis,
respectively.

The executive officers of the Resulting Issuer will devote their full time and attention to the business of the
Resulting Issuer and will be employees of Nomad.

Each of the executive officers of the Resulting Issuer are expected to enter into an employment agreement with the
Resulting Issuer in the context of the Closing of the Vend In Transactions, which will include confidentiality and
non-competition covenants.
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Biographies

The following are brief profiles of the proposed members of management and directors of the Resulting Issuer.

Vincent Metcalfe – Chairman, CEO and Director, Age 36

Vincent Metcalfe is an accomplished executive with domestic and international experience in the metals and mining
sector. Prior to his current role as CEO of Guerrero, he held a number of officer and senior executive roles with TSX
and New York Stock Exchange (“NYSE”) listed resource companies. As an executive, he helped several companies
advance and develop mining projects. He has extensive shareholder relations knowledge and proven experience in
capital raising, mergers & acquisitions and financial engineering. Prior to his executive roles, he advised resource
clients with a focus on precious metals, base metals, and bulk commodities, in both mergers & acquisitions advisory
and financing at large Canadian investment banks for nearly 10 years. Mr. Metcalfe holds a Bachelor’s degree in
Finance from HEC Montréal.

Joseph de la Plante – CIO and Director, Age 34

Joseph de la Plante is an accomplished executive with public company experience in all aspects of the mine
development cycle. Prior to his current role as CIO of Guerrero, Mr. de la Plante played a key role in the creation of
Osisko Gold Royalties Ltd. where he led the execution of more than CAD$1 billion in financing equity, royalty and
stream transactions and two major transactions in his role as Vice President of Corporate Development. Prior
thereto, he was with Osisko Mining Corporation through the development, operation and subsequent CAD$4.3
billion sale of the Canadian Malartic mine in 2014 to Yamana and Agnico Eagle Mines Ltd. Prior to his executive
roles, Mr. de la Plante advised resource clients in both mergers & acquisitions and financing at BMO Capital
Markets. Mr. de la Plante also serves on the board of directors of Aquila Resources Inc., a company listed on the
TSX, and Doré Copper Mining Corp., a company listed on the TSXV. Mr. de la Plante holds a Bachelor’s degree in
Mechanical Engineering from McGill University.

Elif Lévesque – CFO and Secretary, Age 46

Elif Lévesque is a Chartered Professional Accountant with over 20 years of experience in finance, treasury and
strategic management in the Québec gold mining industry. Most recently, she was Vice President Finance and Chief
Financial Officer of Osisko Gold Royalties Ltd. following its creation in June 2014. In that capacity, she was
responsible for leading the efforts to list Osisko on the NYSE and played a key role in acquisitions of over CAD$1.5
billion in stream and royalty interests as well as equity and debt financings of over CAD$1 billion. Prior thereto, she
held senior roles at Osisko Mining Corporation from 2008 to 2014, including as Vice President and Controller, and
was part of the management team that grew the company through the financing and construction of the Canadian
Malartic mine and the eventual sale to Yamana and Agnico Eagle Mines Ltd. for CAD$4.3 billion. She also worked
for Cambior Inc., a leading intermediate gold producer with mines in North and South America, which was later
acquired by Iamgold Corporation, for a total of six years. She was a winner in the 2018 Aces of Finance competition
held by FEI Canada, Québec Section and was named as one of the “Top 100 global inspirational women in mining”,
2018 edition of Women in Mining, UK. Ms. Lévesque is a member of the Board of Directors of Cascades Inc. and
Gold Terra Resource Corp. Ms. Lévesque has a Bachelor of Science degree in economics from the Middle East
Technical University and an MBA with honours from Clark University, MA, USA. She is a member of the Québec
CPA Order and a graduate of the Institute of Corporate Directors.

Istvan Zollei – Director, Age 40

Istvan Zollei is a Portfolio Manager at Orion Mine Finance, a mining-focused investment business providing
flexible capital investment solutions to mining companies in the base and precious metals sector. He currently serves
on the board of directors of Lundin Gold Inc. Prior to joining Orion Mine Finance, Mr. Zollei was an investment
manager for the Red Kite Group’s Mine Finance business. Previously, he worked at Barclays Capital natural
resources private equity investment group, as Vice President responsible for executing and managing growth equity
investments in the mining, oil/gas, and power sectors. He also worked as VP of Finance and Commercial Operations
at one of the portfolio companies. Mr. Zollei started his career at Lehman Brothers’ investment banking division. He
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earned his Bachelor of Arts from Harvard College in Economics and his MBA from the Wharton School (University
of Pennsylvania) in Finance and Management. Mr. Zollei will be one of the Orion Nominees.

Robin Weisman – Director, Age 63

Robin Weisman has spent more than 30 years in finance in a variety of industries. Ms. Weisman has held the
position of principal investment officer with the mining group of the International Finance Corporation, a member of
the World Bank Group, investing in projects in the emerging markets. Her career has also included experience with
Standard Chartered Bank, Citicorp Investment Bank and CBS Television Network. Ms. Weisman holds an MBA
from the University of Chicago and a Bachelor of Science degree from the University of Illinois. Ms. Weisman has
completed the Director Education Program offered by the Institute of Corporate Directors and currently sits on the
board of directors of two companies listed on the TSX in the natural resource sector, B2Gold Corp. and INV Metals
Inc.

Gerardo Fernandez – Director, Age 45

Gerardo Fernandez has over 20 years of progressive experience in the mining industry, including roles in project
development, operations, strategic planning, and business development. Mr. Fernandez is currently Senior Vice-
President Corporate Development at Yamana where he has been since 2007 having worked in several leadership
positions in North and South America. Prior to his current role, Mr. Fernandez held the positions of Senior Vice
President, Operations and Senior Vice President, Projects & Technical Services at Yamana. Mr. Fernandez holds an
MBA from Morrison University, Nevada USA, and degrees in Civil Mining Engineering and BSc. Engineering from
the University of Chile. Mr. Fernandez will be the Yamana Nominee.

Matthew Gollat – Director, Age 39

Matthew Gollat is an accomplished executive with more than 11 years of broad experience in the mining industry
from exploration through development and production. Mr. Gollat is currently Vice-President, Business
Development at Premier Gold and has worked in various capacities with increasing responsibility at Premier since
2008. During his tenure at Premier Gold, he worked on several initiatives including financings, the creation of,
development and spin-out of Premier Royalty Corporation, as well as key transactions including the Trans-Canada
Property joint venture, the South Arturo acquisition and the Mercedes Mine acquisition and transition. Mr. Gollat
holds an Honours Bachelor of Commerce degree from Lakehead University and completed the Certificate in Mining
Studies Program through the University of British Columbia. Mr. Gollat will be one of the Orion Nominees.

Jamie Porter – Director, Age 42

Jamie Porter has over 20 years of progressive experience in the mining industry. Mr. Porter joined Alamos Gold in
2005 and has served as Alamos’ Chief Financial Officer since 2011. Prior to joining Alamos Gold, Mr. Porter was
Controller and Corporate Secretary for a Central American-based gold producer, and prior thereto started his career
at PricewaterhouseCoopers LLP. Mr. Porter was a director of Canadian Feed the Children, a registered charity in
Canada, from 2009 to 2016 and currently serves on the Canada Advisory Board for FM Global. He holds a Bachelor
of Administrative and Commercial Studies degree from the University of Western Ontario and is a Chartered
Professional Accountant in Canada and the United States.

Chairman of the Board

Vincent Metcalfe, the CEO of the Resulting Issuer, will be the Chairman of the Resulting Issuer Board, and in such
role, he is principally responsible for overseeing the operations and affairs of the Resulting Issuer Board.

Lead Independent Director

Robin Weisman, an independent director, will be the lead independent director of the Resulting Issuer Board and
ensure that the Resulting Issuer Board discharges its responsibilities, that the Resulting Issuer Board evaluates
performance of management objectively, that the Resulting Issuer Board understands the boundaries between the
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responsibilities of the Resulting Issuer Board and of management and managing any conflicts of interest between the
Resulting Issuer Board and management.

Resulting Issuer Board Mandate

It is expected that the Resulting Issuer Board will adopt a written charter describing, inter alia, the Resulting Issuer
Board’s role and overall responsibility to supervise the management of the business and affairs of the Resulting
Issuer following Completion of the RTO.

Ethical Business Conduct

It is expected that the Resulting Issuer Board will adopt a written code of ethics applicable to all of its employees,
executive officers and directors following Completion of the RTO.

Committees of the Board of Directors

The Resulting Issuer Board will establish two committees following the Completion of the RTO: (i) the Resulting
Issuer Audit Committee and (ii) the Resulting Issuer GHRC Committee.

Resulting Issuer Audit Committee

The Resulting Issuer Audit Committee will be comprised of Robin Weisman, Matthew Gollat and Jamie Porter each
of whom meet the requirements for independence under NI 58-101 and NI 52-110. Jamie Porter will be the Chair of
the Resulting Issuer Audit Committee. For the education and experience of each member of the Resulting Issuer
Audit Committee relevant to the performance of their duties as a member of the Resulting Issuer Audit Committee,
see “Directors, Officers and Promoters”.

Each of the proposed members of the Resulting Issuer Audit Committee is financially literate within the meaning of
NI 52-110. A director is “financially literate” within the meaning of NI 52-110 if he or she has the ability to read and
understand a set of financial statements that present a breadth and level of complexity of accounting issues that are
generally comparable to the breadth and complexity of the issues that can reasonably be expected to be raised by the
Resulting Issuer’s financial statements. Additionally, each of the members of the Resulting Issuer Audit Committee
is independent within the meaning of NI 52-110. Subject to certain exceptions, a director is “independent” within the
meaning of NI 52-110 if he has no direct or indirect material relationship with the Resulting Issuer. A “material
relationship” is a relationship that could, in the view of the Resulting Issuer Board, be reasonably expected to
interfere with the exercise of a director’s independent judgment.

The Resulting Issuer Audit Committee will be responsible for overseeing the accounting and financial reporting
practices of the Resulting Issuer and audits of the Resulting Issuer’s financial statements. The Resulting Issuer Audit
Committee’s responsibilities also include the selection, recommendation and oversight of Resulting Issuer’s
independent auditors, as well as the oversight of its internal audit process and system of internal controls over
financial reporting and disclosure. The Resulting Issuer Audit Committee will also be responsible for the pre-
approval of all non-audit services to be provided to the Resulting Issuer by its independent auditors. The Resulting
Issuer Audit Committee will review and confirm the independence of the independent auditors by obtaining
statements from the independent auditors describing all relationships with the Resulting Issuer, including with
respect to any non-audit services.

Resulting Issuer GHRC Committee

It is expected that the Resulting Issuer GHRC Committee will be comprised of Istvan Zollei, Robin Weisman and
Gerardo Fernandez, each of whom have a working familiarity with governance, human resources and compensation
matters. Robin Weisman will be the Chair of the Resulting Issuer GHRC Committee. For the skills and experience
of each proposed member of the Resulting Issuer GHRC Committee relevant to the performance of their duties as a
member of the Resulting Issuer GHRC Committee, see “Directors, Officers and Promoters - Biographies”.



- 98 -

The Resulting Issuer GHRC Committee shall, among other things:

· consider and recommend for approval by the Resulting Issuer Board the appointment of the executive
officers of the Resulting Issuer;

· review existing management resources and plans for ensuring that qualified personnel will be available
as required and report on this matter to the Resulting Issuer Board;

· review and assess annually the performance of the CEO, the CFO and the CIO against pre-set specific
corporate and individual goals and objectives;

· oversee and recommend for approval by the Resulting Issuer Board the executive compensation
principles, policies, programs, grants of equity-based incentives and processes and specifically
consider and recommend annually or as required;

· review the compensation discussion and analysis and related executive compensation disclosure for
inclusion in the Resulting Issuer’s public disclosure documents, in accordance with applicable rules
and regulations; and

· review, monitor, report and, where appropriate, provide recommendations to the Resulting Issuer
Board on the Resulting Issuer’s exposure to risks related to executive compensation policies and
practices, if any, and identify compensation policies and practices that mitigate any such risk.

The Resulting Issuer GHRC Committee will have the authority to engage outside counsel or other outside advisors
as it deems appropriate to assist the Resulting Issuer GHRC Committee in the performance of its functions.

The Resulting Issuer GHRC Committee may also recommend to the Resulting Issuer Board any further changes to
the existing executive compensation regime and severance pay practices, employment agreements for executive
officers, and adopted stock ownership guidelines.

Corporate Cease Trade Orders or Bankruptcies

No proposed director, officer or promoter of the Resulting Issuer is, or within the ten years prior to the date of this
Filing Statement has been, a director, officer, or promoter of any person or company that, while that person was
acting in that capacity, (i) was the subject of a cease trade order or similar order, or an order that denied the other
issuer access to any exemptions under applicable securities law, for a period of more than 30 consecutive days; or
(ii) became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was subject to
or instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or
trustee appointed to hold its assets.

Promoters

Vincent Metcalfe, the Chairman and CEO of the Resulting Issuer, and Joseph de la Plante, the CIO of the Resulting
Issuer, may be considered promoters of Guerrero and the Resulting Issuer. As of the date hereof, each of Vincent
Metcalfe and Joseph de la Plante beneficially owns, controls or directs, directly or indirectly, 6,303,220 Common
Shares, comprising approximately 18.94% of the issued and outstanding Common Shares (prior to giving effect to
the Vend In Transactions and the Private Placement) and, after giving effect to the Vend In Transactions and the
Private Placement, each will beneficially own, control or direct, directly or indirectly, 6,358,220 and 6,423,220
Common Shares, respectively, representing approximately 1.26% and 1.27%, respectively, of the issued and
outstanding Common Shares if the Minimum Private Placement is completed and 6,423,220 Common Shares,
representing approximately 1.27% of the issued and outstanding Common Shares if the Maximum Private
Placement is completed.
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Penalties or Sanctions

No proposed director, officer or promoter of the Resulting Issuer, nor securityholder anticipated to hold a sufficient
number of securities of the Resulting Issuer to affect materially the control of the Resulting Issuer, has been subject
to (i) any penalties or sanctions imposed by a court relating to securities legislation or by a securities regulatory
authority or has entered into a settlement agreement with a securities regulatory authority; or (ii) any other penalties
or sanctions imposed by a court or regulatory body, including a self-regulatory body, that would be likely to be
considered important to a reasonable securityholder making a decision concerning the Vend In Transactions.

Personal Bankruptcies

No proposed director, officer or promoter of the Resulting Issuer, nor securityholder anticipated to hold a sufficient
number of securities of the Resulting Issuer to affect materially the control of the Resulting Issuer, nor a personal
holding company of any such person has, within the 10 years before the date of the Filing Statement, become
bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or been subject to or instituted
any proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or trustee
appointed to hold the assets of such proposed director or officer, or personal holding company of any such person.

Conflicts of Interest

Certain of the individuals proposed for appointment as directors or officers of the Resulting Issuer upon the Closing
of the Vend In Transactions are also directors, officers and/or promoters of other reporting and non-reporting issuers
involved in natural resources exploration, development or production or investment in natural resources issuers or
which may hold royalties, streams or other similar interests in natural resources issuers. Accordingly, conflicts of
interest may arise which could influence these individuals when evaluating possible acquisitions or in general when
acting on behalf of the Resulting Issuer, notwithstanding that they will be bound by the provisions of the CBCA, to
which the Resulting Issuer will be subject, to act honestly and in good faith with a view to the best interests of the
Resulting Issuer. In addition, each of the directors is required to disclose such conflicts to the Resulting Issuer if and
when they arise and refrain from voting on any matter in which such directors may have a conflict of interest in
accordance with the procedures set forth in the CBCA and other applicable laws. To the best of its knowledge,
Guerrero is not aware of any specific conflicts of interest that exist as of the date hereof between the Resulting
Issuer and any of the individuals proposed for appointment as directors or officers of the Resulting Issuer upon the
Closing of the Vend In Transactions.

Other Reporting Issuer Experience

The following table sets out the proposed directors, officers and promoters of the Resulting Issuer that are, or have
been within the last five years, directors, officers or promoters of other reporting issuers:

Name
Name and Jurisdiction

of Reporting Issuer

Market or
Exchange Traded

On Position From To

Vincent Metcalfe

Falco Resources Ltd. TSXV Chief Financial Officer April 2015 October 2018

Osisko Gold
Royalties Ltd TSX Vice President Investor

Relations November 2016 October 2018

Joseph de la Plante

Osisko Gold
Royalties Ltd TSX Vice President of

Corporate Development June 2014 November 2019

Aquila Resources
Inc. TSX Director November 2017 Present

Doré Copper Mining
Corp. TSXV Director December 2019 Present
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Name
Name and Jurisdiction

of Reporting Issuer

Market or
Exchange Traded

On Position From To

Elif Lévesque

Osisko Gold
Royalties Ltd TSX

Chief Financial Officer
and Vice President,

Finance
June 2014 February 2020

Cascades Inc. TSX Director October 2019 Present

Gold Terra Resource
Corp. TSXV Director September 2015 Present

Istvan Zollei Lundin Gold Inc. TSX Director March 2018 Present

Robin Weisman
B2Gold Corp. TSX Director October 2017 Present

INV Metals Inc. TSX Director November 2017 Present

Gerardo Fernandez Yamana Gold Inc. TSX Senior Vice-President
Corporate Development May 2012 Present

Matthew Gollat Premier Gold Mines
Limited TSX Vice-President,

Business Development December 2017 Present

Jamie Porter Alamos Gold Inc. TSX Chief Financial Officer July 2015 Present

Executive Compensation

This compensation discussion and analysis describes and explains the anticipated compensation policies and
practices of the Resulting Issuer for the 12-month period to follow the Completion of the RTO with respect to the
compensation the Resulting Issuer NEOs. These individuals are the only individuals expected to be executive
officers of the Resulting Issuer following the Completion of the RTO.

Compensation Philosophy and Objectives

Historically, Guerrero did not have a formal compensation program and Guerrero’s HRCC would meet to discuss
and determine management compensation to be recommended to the Guerrero Board without reference to formal
criteria. It is expected that following the Completion of the RTO, the Resulting Issuer and the Resulting Issuer
GHRC Committee, will develop a formal compensation program which will come into effect for the second half of
the 2020 financial year. Following the Completion of the RTO, the general objective of the Resulting Issuer’s
compensation will be to: (i) compensate management in a manner that encourages and rewards a high level of
performance and outstanding results with a view to increasing long-term Shareholder value; (ii) align management’s
interests with the long-term interests of Shareholders; (iii) provide a compensation package that is commensurate
with other precious metal royalty and streaming companies in order to enable the Resulting Issuer to attract and
retain talent; and (iv) ensure that the total compensation package is designed in a manner that takes into account the
constraints under which the Resulting Issuer will operate.

Compensation Process

The Resulting Issuer Board, as a whole, upon the recommendation of the Resulting Issuer GHRC Committee, will
seek to ensure that total compensation paid to all Resulting Issuer NEOs is fair and reasonable and accomplishes the
following long-term objectives of:

· producing long-term, positive results for Shareholders;
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· aligning executive compensation with corporate performance; and

· providing market-competitive compensation and benefits that will enable the Resulting Issuer to
recruit, retain and motivate the executive talent necessary to be successful.

Analysis of Elements

The compensation to be paid to Resulting Issuer NEOs is expected to be comprised of two main components: short-
term incentives (comprised of base salary and bonus) and long-term incentives, comprised of Nomad Options,
Nomad RSUs and Nomad PSUs granted pursuant to the Nomad Securities-Based Compensation Plans which were
adopted by the Guerrero Board and approved by Shareholders at the Meeting. The Nomad Securities-Based
Compensation Plans will only become effective upon the listing of the Common Shares on the TSX. The following
discussion describes the expected components of compensation and discusses how each component relates to the
Resulting Issuer’s overall executive compensation objective. The Resulting Issuer believes that:

· short-term incentives, comprised of base salary and bonus, will provide an immediate cash incentive
for the Resulting Issuer NEOs and should be at levels competitive with peer companies that compete
with the Resulting Issuer for business opportunities and executive talent; and

· long-term equity incentives (i.e. the Nomad Options, the Nomad RSUs and the Nomad PSUs) will
ensure that the Resulting Issuer NEOs are motivated to achieve long-term growth of the Resulting
Issuer and continuing increases in Shareholder value and provide capital accumulation for the
Resulting Issuer NEOs linked directly to the Resulting Issuer’s performance.

It is expected that the Resulting Issuer will place an equal emphasis on base salary and equity incentives as short-
term and long-term incentives, respectively.

Base Salaries

The Resulting Issuer NEOs will receive a base salary which is based primarily on the level of responsibility of the
position, the qualifications and experience of the officer and market conditions. The CEO, CFO and CIO have
agreed to renounce the cash portion of their base salary for the first 12 months of operations of the Resulting Issuer
following the Completion of the RTO.

The base salaries of the Resulting Issuer NEOs will be reviewed annually to ensure that they take into account the
following factors: market and economic conditions, levels of responsibility and accountability of each Resulting
Issuer NEO, skill and competencies of each individual, retention considerations, and level of demonstrated
performance.

Base salaries, including that of the CEO, will be reviewed by the Resulting Issuer Board, upon recommendation of
the Resulting Issuer GHRC Committee, on the basis of its opinion as to a fair and responsible compensation
package, taking into account the contribution of the Resulting Issuer NEO to the Resulting Issuer’s long-term
growth and the knowledge of the members of the Resulting Issuer Board and the Resulting Issuer GHRC Committee
have with respect to remuneration practices in Canada.

Long-Term Incentive Plans and Stock Option Plan

The purpose of the Nomad Security-Based Compensation Plans is to attract and retain qualified individuals to serve
as executives, key employees and consultants of the Resulting Issuer and to promote the alignment of interests of
such executives, key employees and consultants, on the one hand, and Shareholders, on the other hand.

The maximum number of Common Shares issuable under the Nomad Security-Based Compensation Plans and any
other security-based compensation arrangement of the Resulting Issuer will not exceed 10% of the issued and
outstanding Common Shares, as calculated on the date of grant of an award thereunder. As of the date of this Filing
Statement, no awards are outstanding under the Nomad Security-Based Compensation Plans. All of the Common
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Shares covered by exercised, expired, cancelled or forfeited awards will become available Common Shares for the
purposes of awards that may be subsequently granted under the Nomad Security-Based Compensation Plans.

Following the Completion of the RTO, it is expected that a minimum of 506,282,470 Common Shares and a
maximum of 511,015,979 Common Shares will be issued and outstanding, assuming the Closing of the Vend In
Transactions as well as the completion of the Minimum Private Placement or Maximum Private Placement,
respectively. Accordingly, a minimum of approximately 50,628,247 Common Shares, and a maximum of
approximately 51,101,597 Common Shares will be issuable under the Nomad Security-Based Compensation Plans
and any other security-based compensation arrangement of the Resulting Issuer, including the Guerrero Option Plan.

Any eligible participant under a Nomad Security-Based Compensation Plan, at the time of the granting of a Nomad
Option, Nomad RSU, Nomad PSU or Nomad DSU, may hold more than one Nomad Option, Nomad RSU, Nomad
PSU or Nomad DSU (as applicable). However, no eligible participant will be able to hold Nomad Options, Nomad
RSUs, Nomad PSUs or Nomad DSUs with respect to such number of Common Shares that would exceed 5% of the
number of Common Shares issued and outstanding from time to time. The number of Common Shares issuable to
insiders of the Resulting Issuer, at any time, under the Nomad Security-Based Compensation Plans or any other
security-based compensation arrangement of the Resulting Issuer may not exceed 10% of the Resulting Issuer’s total
issued and outstanding Common Shares. In addition, the number of Common Shares issued to insiders of the Issuer,
within any one-year period, under the Nomad Security-Based Compensation Plans or any other security-based
compensation arrangement of the Resulting Issuer may not exceed 10% of the Resulting Issuer’s total issued and
outstanding Common Shares. As the Nomad Security-Based Compensation Plans do not have a fixed maximum
aggregate number of securities issuable thereunder, the unallocated awards must receive security holder approval no
later than three years from the date that the Common Shares are listed on the TSX (being the date that the Nomad
Security-Based Compensation Plans will become effective).

The Resulting Issuer Board will be responsible for administering the Nomad Security-Based Compensation Plans,
and the Resulting Issuer GHRC Committee will make recommendations to the Resulting Issuer Board in respect of
matters relating to the Nomad Security-Based Compensation Plans. The Resulting Issuer Board will have the
discretion to determine the vesting schedule of a Nomad Option or the settlement period of Nomad RSUs and
Nomad PSUs, and the Resulting Issuer Board will have the full power and authority to accelerate the vesting or
exercisability/settlement (as applicable) of any Nomad RSUs or Nomad PSUs, or all or any portion of any Nomad
Option.

The Nomad Security-Based Compensation Plans provide that equitable adjustment, if any, will be made by the
Resulting Issuer Board in connection with any reorganization, change in the number of issued and outstanding
Common Shares by reason of stock dividend, stock split, reverse stock split, recapitalization, merger, consolidation,
combination or exchange of shares or other similar corporate change, including adjustments to the number of
Common Shares to which a holder is entitled upon exercise or settlement of awards. For Nomad Options, this may
include equitable adjustments to the exercise price of any outstanding Nomad Options, while for Nomad RSUs,
Nomad PSUs and Nomad DSUs, this may include equitable adjustments to the factors and manner in which the
settlement amount of a Nomad RSU, Nomad PSU or Nomad DSU is to be determined, as well as equitable
adjustments to any other term and condition thereof.

The Resulting Issuer may amend the Nomad Security-Based Compensation Plans or any award thereunder at any
time without the consent of the holders of the affected awards provided that such amendment shall (i) not adversely
alter or impair any of the affected awards previously granted except as permitted by the terms of the applicable
Nomad Security-Based Compensation Plan, (ii) be subject to any required approval of any securities regulatory
authority or the TSX, and (iii) be subject to Shareholder approval, where required, by law, the requirements of the
TSX or the applicable Nomad Security-Based Compensation Plan; provided, however, that Shareholder approval
shall not be required for the following amendments and the Resulting Issuer Board may make any changes which
may include but are not limited to:

· amendments of a general housekeeping or clerical nature that, among others, clarify, correct or rectify
any ambiguity, defective provision, error or omission in a Nomad Security-Based Compensation Plan;
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· amendments necessary to comply with applicable laws or the requirements of any securities regulatory
authority or stock exchange;

· changing the eligibility for, and limitations on, participation in a Nomad Security-Based Compensation
Plan;

· modifying the terms and conditions, including restrictions, not inconsistent with the terms of a Nomad
Security-Based Compensation Plan, of any award, which terms and conditions may differ among
individual award grants and holders of awards;

· modifying the periods referred to in the Nomad Security-Based Compensation Plans during which
vested awards may be exercised, provided that (i) in the case of Nomad Options, the option period is
not extended beyond ten years after the date of grant, and (ii) in the case of Nomad RSUs, Nomad
PSUs and Nomad DSUs, the settlement period is not extended beyond the expiry date;

· amendments with respect to the vesting period or with respect to circumstances that would accelerate
the vesting of Nomad Options, Nomad RSUs, Nomad PSUs or Nomad DSUs;

· any amendment resulting from or due to the alteration of share capital as more fully set out in the
applicable Nomad Security-Based Compensation Plan;

· amendments to the provisions relating to the administration of a Nomad Security-Based Compensation
Plan; and

· suspending or terminating a Nomad Security-Based Compensation Plan.

For greater certainty, the Resulting Issuer Board will be required to obtain Shareholder approval to make the
following amendments:

· a reduction in the exercise price of Nomad Options held by an insider;

· any amendment which increases the number of Common Shares that may be issued or paid upon
settlements of Nomad RSUs, Nomad PSUs or Nomad DSUs to an insider;

· an extension of the exercise period or settlement period (as applicable) of awards held by an insider;

· any amendment to remove or to exceed the insider participation limits;

· an increase to the maximum number of Common Shares issuable under the Nomad Security-Based
Compensation Plans; and

· any amendment to the amendment provisions of a Nomad Security-Based Compensation Plan.

For the first four bullet points above, the votes attached to shares held directly or indirectly by insiders benefiting
directly or indirectly from the amendment must be excluded. In addition, with respect to the last bullet point above,
where the amendment will disproportionately benefit one or more insiders over other holders of awards, the votes of
shares held directly or indirectly by those insiders receiving the disproportionate benefit must be excluded.

Awards granted under a Nomad Security-Based Compensation Plan are not assignable or transferable other than by
will or under the law of succession, or as expressly permitted by the Resulting Issuer Board. The Nomad Security-
Based Compensation Plans do not provide for or contemplate the provision of financial assistance to participants,
nor is it currently expected that it will be the policy of the Resulting Issuer to provide such financial assistance.
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The Nomad Security-Based Compensation Plans define a “Change of Control” as: (i) the sale of all or substantially
all of the assets of the Resulting Issuer on a consolidated basis, in one transaction or a series of related transactions,
to a person that is not a subsidiary; (ii) a merger, reorganization, acquisition or consolidation pursuant to which a
person, or any associate or affiliated corporation of such person (as those terms are defined in the CBCA) thereafter
acquires the direct or indirect “beneficial ownership” (as defined in the CBCA) of securities of the Resulting Issuer
representing 50% or more of the aggregate voting power of all of the Resulting Issuer’s then issued and outstanding
securities (it being understood that acquisition by the Orion Group of securities of the Resulting Issuer will not be
considered a “Change of Control” unless such acquisition would cause the Orion Group to acquire the direct or
indirect “beneficial ownership” of securities of the Resulting Issuer representing 85% or more of the aggregate
voting power of all of the Resulting Issuer’s then issued and outstanding securities); (iii) a transaction pursuant to
which the Resulting Issuer goes out of existence; (iv) the dissolution or liquidation of the Resulting Issuer except in
connection with the distribution of assets of the Resulting Issuer to one or more subsidiaries prior to such event; or
(iv) the occurrence of a transaction requiring approval of Shareholders involving the acquisition of the Resulting
Issuer by an entity through purchase of assets, by amalgamation, arrangement or otherwise.

The following is a summary of the particular terms of each of the Nomad Security-Based Compensation Plans.

Nomad Option Plan

The Nomad Option Plan allows for the grant of Nomad Options to purchase Common Shares to directors, executive
officers, employees and consultants of the Resulting Issuer and its subsidiaries. The Resulting Issuer Board, in its
sole discretion, shall from time to time designate the directors, executive officers, employees or consultants to whom
Nomad Options shall be granted, the number of Common Shares to be covered by each Nomad Option granted and
the terms and conditions thereof.

The exercise price for each Common Share covered by a Nomad Option shall be established by the Resulting Issuer
Board at the time of grant, but shall not be less than the closing market price of the Common Shares on the TSX on
the trading day immediately preceding the date of grant.

A Nomad Option shall be exercisable during a period established by the Resulting Issuer Board which shall
commence not earlier than the date of grant and shall terminate not later than ten years after the date of grant. The
Nomad Option Plan provides that the exercise period shall automatically be extended if the date on which it is
scheduled to terminate shall fall during a black-out period or within ten business days after the last day of a blackout
period. In such cases, the extended exercise period shall terminate ten business days after the last day of the exercise
period.
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The following table describes the impact of certain events upon the rights of holders of options under the Nomad
Option Plan:

Event Provisions

Resignation or termination other than for cause or death
(non-director participants)

Forfeiture of all unvested Nomad Options

90 days after resignation/termination to exercise vested
Nomad Options (or in the case of a termination, such
later date as expressly provided in the optionholder’s
employment or consulting contract)

Termination for any reason other than death (director
participants)

90 days after termination to exercise vested Nomad
Options

Termination for cause (non-director participants) Forfeiture of all vested or unvested Nomad Options

Retirement or permanent disability (non-director
participants)

Continued vesting of Nomad Options with no restriction

Death Forfeiture of all unvested Nomad Options

180 days after event to exercise vested Nomad Options

Change of Control All issued and outstanding Nomad Options shall
become fully vested. If the Change of Control directly
results from the acquisition of Common Shares (other
than the acquisition of Common Shares by the Orion
Group as provided in the Nomad Option Plan) the
Nomad Options will be deemed exercised concurrently
with the Change of Control.

The Nomad Option Plan is intended to replace the current Guerrero Option Plan. Following the Completion of the
RTO, all future options granted by the Resulting Issuer will be granted under the Nomad Option Plan and no further
options will be granted under the Guerrero Option Plan. The 2,425,000 Guerrero Options currently outstanding will
continue to be governed by the Guerrero Option Plan and may continue to be exercised in accordance with its terms
after the Completion of the RTO. See “PART II - INFORMATION CONCERNING GUERRERO - Guerrero
Option Plan”.

The Nomad Share Unit Plan

The Nomad Share Unit Plan allows for the grant of Nomad RSUs and Nomad PSUs to executive officers, employees
and consultants of the Resulting Issuer and its subsidiaries. The Resulting Issuer Board, in its sole discretion, shall
from time to time designate the executive officers, employees and consultants to whom Nomad RSUs and Nomad
PSUs shall be granted, the number of Nomad RSUs and Nomad PSUs to be granted and the terms and conditions
thereof.

At the time of granting Nomad RSUs or Nomad PSUs under the Nomad Share Unit Plan, the Resulting Issuer Board
may determine, in its sole discretion, any vesting conditions, settlement period or other conditions applicable to such
grant; and in case of Nomad PSUs determine the level of attainment of the performance objectives(s) which must be
attained for any Nomad PSUs to be earned. The performance objectives for the vesting of any Nomad PSUs to be
issued have not yet been determined.

The Nomad RSUs and Nomad PSUs expire on the business day that is on or that immediately precedes the third
anniversary of the date such Nomad RSUs or Nomad PSUs are granted. Participants may elect to defer the
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settlement of Nomad RSUs and/or Nomad PSUs to a later date not later than the expiry date of such Nomad RSUs
and/or Nomad PSUs. Any Nomad RSU or Nomad PSU which has vested in accordance with the applicable grant
letter and the Nomad Share Unit Plan and has not been settled at the expiry date shall be automatically settled on
such date.

Nomad RSUs and Nomad PSUs may, at the sole discretion of the Resulting Issuer, be settled once vested by
delivering (i) Common Shares acquired in the open market, (ii) Common Shares issued from treasury, (iii) by
making a cash payment equal to the number of Nomad RSUs and/or Nomad PSUs multiplied by the closing market
price of the Common Shares on the TSX on the day preceding the settlement date or (iv) any combination of the
foregoing.

Event Provisions

Termination for cause Forfeiture of all vested and unvested Nomad PSUs and
Nomad RSUs

Resignation Forfeiture of all unvested Nomad PSUs and Nomad
RSUs

90 days after termination to settle vested Nomad PSUs
and Nomad RSUs

Termination other than for cause Forfeiture of all unvested Nomad PSUs

Immediate pro-rated vesting of unvested Nomad RSUs
outstanding at date of termination

90 days after termination to settle vested Nomad PSUs
and Nomad RSUs

Retirement or permanent disability Pro-rated vesting of unvested Nomad PSUs as per
performance targets

Settlement of all vested Nomad PSUs on date of event

Immediate vesting and settlement of all Nomad RSUs
outstanding on date of event

Death Forfeiture of all unvested Nomad RSUs

Pro-rated vesting of unvested Nomad PSUs as per
performance targets

Settlement of all vested Nomad PSUs and Nomad RSUs
on date of event

Change of Control All issued and outstanding Nomad RSUs and Nomad
PSUs will become fully vested and settled.

If the Change of Control directly results from the
acquisition of Common Shares other than the
acquisition of shares by the Orion Group as provided in
the Nomad Share Unit Plan, the settlement shall be in
cash. Otherwise settlement as a result of a Change of
Control will be by way of the delivery of Common
Shares to the participant
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Awards granted to a participant that do not vest in accordance with the Nomad Share Unit Plan as set forth above
will be forfeited by the participant and cancelled without payment, and the participant will have no further right in
such awards.

The Nomad DSU Plan

The Nomad DSU Plan allows for the grant of Nomad DSUs to the Resulting Issuer’s non-executive directors. These
directors may elect to receive all or part of the retainer fees payable to them as a member of the Resulting Issuer
Board or lead director and as a member or chair of a committee of the Resulting Issuer Board in Nomad DSUs.

Nomad DSUs expire on the business day that is immediately preceding December 31 of the calendar year following
the calendar year during which the non-executive director ceases to be a director of the Resulting Issuer. Nomad
DSUs have the same value as Common Shares. At the time of granting any Nomad DSU, the Resulting Issuer Board
may impose vesting conditions in respect of such Nomad DSUs. If no vesting conditions are imposed at the time of
grant, such Nomad DSUs vest at the time of grant. Each non-executive director who wishes to receive all or a
portion of his or her retainer fees in Nomad DSUs shall receive such number of Nomad DSUs as is obtained by
dividing the deferred remuneration payable to such non-executive director by the market price of the Common
Shares on the TSX on the date preceding the date on which the Nomad DSUs are awarded.

Holders of Nomad DSUs cannot settle their Nomad DSUs while they are members of the Resulting Issuer Board.
Once they cease to be a member of the Resulting Issuer Board, the Resulting Issuer’s non-executive directors may
request the settlement of all (but not less than all) of his or her Nomad DSUs at any time up to the expiry date, at
which time they are automatically settled. The Resulting Issuer may, at its sole discretion, settle the Nomad DSUs
by: (i) delivering Common Shares acquired in the open market; (ii) delivering Common Shares issued from treasury;
(iii) making a cash payment equal to the number of Nomad DSUs multiplied by the closing market price of the
Common Shares on the TSX on the day preceding the settlement date; or (iv) any combination of the foregoing.

Group Benefits/Perquisites

It is expected that the Resulting Issuer will offer standard benefits to its employees, including certain of the
Resulting Issuer NEOs, as part of a group insurance plan.

External Compensation Consultants

The Resulting Issuer may retain the services of executive compensation consultants to assist the Resulting Issuer
Board and/or the Resulting Issuer GHRC Committee in determining compensation for any of the Resulting Issuer
NEOs or directors.

Assessment of Risks Associated with the Resulting Issuer’s Compensation Policies and Practices

The Resulting Issuer Board will assess the Resulting Issuer’s compensation plans and programs for its executive
officers to ensure alignment with the Resulting Issuer’s business plan and to evaluate the potential risks associated
with those plans and programs.

The Resulting Issuer will consider the risks associated with executive compensation and corporate incentive plans
when designing and reviewing such plans and programs.

The Resulting Issuer is expected to adopt a policy restricting the Resulting Issuer NEOs or directors from purchasing
financial instruments that are designated to hedge or offset a decrease in market value of equity securities granted as
compensation or held, directly or indirectly, by the Resulting Issuer NEOs or Resulting Issuer directors. To the
knowledge of Guerrero, none of the Resulting Issuer NEOs or proposed directors of the Resulting Issuer has
purchased such financial instruments.
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Summary of the Compensation of the Resulting Issuer NEOs and directors

Upon the Completion of the RTO, the Resulting Issuer will have three NEOs. The following table sets forth the
proposed compensation for the Resulting Issuer NEOs for the 12-month period following the Completion of the
RTO.

Summary Compensation Table

Name and Principal
Occupation Year

Salary
(US$)

Share-
Based

Awards(1)(2)

(US$)

Option-
Based

Awards(3)

(US$)

Non-Equity Incentive
Plan Compensation

(US$)

Pension Value
(US$)

All other
Compensations

(US$)

Total
Compensation

(US$)

Annual
Incentive

Plans

Long-
Term

Incentive
Plans

Vincent Metcalfe
Chairman and CEO

2020 — 450,000 450,000 — — — — 900,000

Elif Lévesque
CFO and Secretary 2020 — 450,000 450,000 — — — — 900,000

Joseph de la Plante
CIO 2020 — 450,000 450,000 — — — — 900,000

____________________
(1) For the 12-month period following the Completion of the RTO, the three NEOs have agreed to forego the cash payment of their respective

salaries of US$225,000 with such amount to be paid instead in Nomad RSUs to be granted on a quarterly basis with a value of US$56,250
per NEO.

(2) In addition to the annual share-based awards presented in the table above, Elif Lévesque will receive a one-time share-based award grant
with a value of US$521,000.

(3) The value of the annual option-based awards granted on the Effective Date amounts to US$225,000 to be granted within 10 days of the
Effective Date with an exercise price to be determined on the date of grant in accordance with the Nomad Option Plan, subject to a
minimum exercise price of CAD$0.90 per Common Share. For the 12-month period following the Completion of the RTO, the three NEOs
have agreed to forego the cash payment of their respective target bonus of US$225,000 with such amount to be paid instead in Nomad
Options on the first anniversary date of the Effective Date. In addition to the annual option-based awards presented in the table above,
Vincent Metcalfe, Joseph de la Plante and Elif Lévesque will receive one-time option-based award grants with a value of US$149,000 in
respect of the CEO and CIO, and a value of US$538,000 in respect of the CFO. Such awards will be granted on the Effective Date with an
exercise price of CAD$0.90 per Common Share.

Termination and Change of Control Benefits

Vincent Metcalfe, Joseph de la Plante and Elif Lévesque are expected to enter into employment agreements with the
Resulting Issuer in the context of the Closing of the Vend In Transactions. The employment agreements include
provisions regarding base salary, annual bonuses, eligibility for long-term equity-incentives, benefits,
confidentiality, a non-solicitation covenant, and ownership of intellectual property, among other things.

In the case of a Resulting Issuer NEO’s resignation from their employment with the Resulting Issuer, the resigning
Resulting Issuer NEO is required to provide the Resulting Issuer with 30 days written notice of their resignation,
which notice may be waived by the Resulting Issuer, subject to a payment of the remuneration the resigning
Resulting Issuer NEO would have earned during their notice period. In addition, all Nomad Options, Guerrero
Options, Nomad RSUs and Nomad PSUs granted pursuant to the Nomad Security-Based Compensation Plans and
Guerrero Option Plan held by such resigning Resulting Issuer NEO will be treated in accordance with the respective
terms and conditions of the applicable Nomad Security-Based Compensation Plan or Guerrero Option Plan.

In the case of the termination of a Resulting Issuer NEO’s employment without serious reason, the Resulting Issuer
NEO shall be entitled to receive a one-time lump-sum payment as an indemnity in lieu of reasonable notice of
termination equal to the aggregate of: (i) 24 months of such Resulting Issuer NEO’s average base salary in the 24
months that preceded the termination; and (ii) the value of the average bonus, long-term incentives, and benefits to
which the Resulting Issuer NEO’s was entitled to during the 24 months which preceded the termination. In the event
that the termination of a Resulting Issuer NEO’s employment without a serious reason occurs during the 24 months
following the effective date of the Resulting Issuer NEO’s employment agreement, the Resulting Issuer NEO’s base
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salary for the purposes of the aforementioned lump-sum payment shall be deemed to be the greater of:
(i) US$225,000; or (ii) the Resulting Issuer NEO’s base salary at the time of such termination.

In the event the Resulting Issuer terminates a Resulting Issuer NEO’s employment without serious reason
notwithstanding the respective terms and conditions of the Nomad Security-Based Compensation Plans and the
Guerrero Option Plan, as the case may be:

· all unvested Nomad Options and Guerrero Options held by the terminated Resulting Issuer NEO shall
continue to vest during the 24 months following the termination and shall terminate on the date that is
90 days following the last day of such 24-month period;

· all vested Nomad Options and Guerrero Options held by the terminated Resulting Issuer NEO shall
terminate on the date that is 90 days following the last day of the 24 months following the termination;

· all unvested Nomad RSUs and Nomad PSUs held by the terminated Resulting Issuer NEO shall
continue to vest during the 24 months following the termination and the Nomad RSUs and Nomad
PSUs that vest during the 24 months following the termination shall be settled by the Resulting Issuer
on the last day of such 24-month period; and

· all vested Nomad RSUs and Nomad PSUs held by the terminated Resulting Issuer NEO shall be settled
by the Resulting Issuer on the last working day of the terminated Resulting Issuer NEO with the
Resulting Issuer.

In the event that the Resulting Issuer terminates the employment of a Resulting Issuer NEO for a serious reason,
notwithstanding the respective terms and conditions of the Nomad Security-Based Compensation Plans, as the case
may be: (i) all unvested Nomad Options and Guerrero Options held by the terminated Resulting Issuer NEO shall be
forfeited on the terminated Resulting Issuer NEO’s date of termination; and all vested Nomad Options and Guerrero
Options held by the terminated Resulting Issuer NEO shall expire on the date that is 90 days following the
terminated Resulting Issuer NEO’s date of termination; and (ii) all unvested Nomad RSUs and Nomad PSUs held by
terminated the Resulting Issuer NEO shall be forfeited on the terminated Resulting Issuer NEO’s date of
termination; and all vested Nomad RSUs and Nomad PSUs held by the terminated Resulting Issuer NEO shall be
settled by the Resulting Issuer on the terminated Resulting Issuer NEO’s date of termination.

The employment of a Resulting Issuer NEO shall terminate automatically upon their death or permanent
incapacitation. At any time, upon reasonable request by the Resulting Issuer, the Resulting Issuer NEOs are required
to submit to reasonable medical examination for the purpose of determining whether the existence, nature and extent
of any incapacitation are permanent. Where the employment of a Resulting Issuer NEO is terminated for permanent
incapacitation, the Resulting Issuer shall be under no obligation to provide such Resulting Issuer NEO with notice of
termination, payment in lieu of notice, anticipated earnings or damages of any kind provided such Resulting Issuer
NEO has qualified for and is in receipt of long-term disability benefits under the Resulting Issuer’s insurance plans.
In the event that the employment of a Resulting Issuer NEO with the Resulting Issuer is terminated as a result of
their death or permanent incapacitation, all Nomad Options, Guerrero Options, Nomad RSUs and Nomad PSUs held
by such Resulting Issuer NEO shall be treated in accordance with the respective terms and conditions of the Nomad
Security-Based Compensation or Guerrero Option Plans, as applicable.

In the event of a termination of a Resulting Issuer NEO’s employment by the Resulting Issuer within 24 months of a
Change of Control (except if the termination is for a “serious reason”), the terminated Resulting Issuer NEO will be
entitled to a one-time lump-sum payment in an amount equal to the aggregate of: (i) 24 months of the Resulting
Issuer NEO’s base salary; and (ii) the value of the bonus, long-term incentives and benefits to which the Resulting
Issuer NEO is entitled during the 24 months which preceded the Resulting Issuer NEO’s termination following the
Change of Control. In the event that a Resulting Issuer NEO’s employment by the Resulting Issuer is terminated
within 24 months of a Change of Control following the effective date of the Resulting Issuer NEO’s employment
agreement, the Resulting Issuer NEO’s base salary for the purposes of the aforementioned lump-sum payment shall
be deemed to be the greater of: (i) US$225,000; or (ii) the Resulting Issuer NEO’s base salary at the time of
termination. In the event the Resulting Issuer NEO resigns, at his or her sole discretion, within 12 months of a
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Change of Control, the Resulting Issuer NEO will be entitled to a one-time lump-sum payment in an amount equal
to the aggregate of: (i) 12 months of the Resulting Issuer NEO’s base salary; and (ii) the value of the bonus, long-
term incentives and benefits to which the Resulting Issuer NEO was entitled to during the 12 months which
preceded the Resulting Issuer NEO’s resignation following the Change of Control. In the event that the Resulting
Issuer NEO resigns following a Change of Control within 12 months following the effective date of the Resulting
Issuer NEO’s employment agreement, the Resulting Issuer NEO’s base salary for the purposes of the
aforementioned lump-sum payment shall be deemed to be US$225,000. In the event of a Change of Control all
Nomad Options, Guerrero Options, Nomad RSUs or Nomad PSUs held by the Resulting Issuer NEOs immediately
prior to such Change of Control shall be treated in accordance with the respective terms and conditions of the
Nomad Security-Based Compensation or Guerrero Option Plans, as applicable.

A “Change of Control” will be defined in the employment agreements as the occurrence of any one of the following:
(A)(i) the sale of all or substantially all of the assets of the Resulting Issuer on a consolidated basis, in one
transaction or a series of related transactions, to a person that is not a subsidiary of the Resulting Issuer; (ii) a
merger, reorganization, acquisition or consolidation pursuant to which a person, or any associate or affiliated
company of such person (as those terms are defined in the CBCA) after the effective date of the employment
agreement acquires the direct or indirect “beneficial ownership” (as defined in the CBCA) of securities of the
Resulting Issuer representing 50% or more of the aggregate voting power of all of the Resulting Issuer’s then issued
and outstanding securities (it being understood that acquisition by the Orion Group of securities of the Resulting
Issuer pursuant to the exercise of rights granted to the Orion Group pursuant to the terms of the Investor Rights
Agreement shall not be considered a “Change of Control” unless such acquisition would cause the Orion Group to
acquire the direct or indirect “beneficial ownership” of securities of the Resulting Issuer representing 85% or more
of the aggregate voting power of all of the Resulting Issuer’s then issued and outstanding securities); (iii) a
transaction pursuant to which the Resulting Issuer goes out of existence; (iv) the dissolution or liquidation of the
Resulting Issuer except in connection with the distribution of assets of the Resulting Issuer to one or more
subsidiaries prior to such event; or (v) the occurrence of a transaction requiring approval of the Resulting Issuer’s
Shareholders involving the acquisition of the Resulting Issuer by an entity through purchase of assets, by
amalgamation, arrangement or otherwise; or (B) those individuals who, as at the effective date of the employment
agreement, constitute the Resulting Issuer Board (hereinafter called the “Incumbent Board”) cease for any reason
to constitute at least a majority of the Resulting Issuer Board; provided, however, that any individual becoming a
director subsequent to the date hereof whose election or nomination for election by the Resulting Issuer’s
shareholders was approved by a vote of at least a majority of the directors then comprising the Incumbent Board will
be considered as though such individual were a member of the Incumbent Board.

Director Compensation

The following table sets forth the proposed compensation for the directors of Resulting Issuer, except for those who
are Resulting Issuer NEOs, following the Completion of the RTO.

Board Role Annual Cash Retainer
(US$)

Annual DSU Grant
(US$)

Additional Chair Fee
(US$)

Board Member 40,000 160,000 —

Chair of the Board 50,000 180,000 —
Audit Committee Chair — — 25,000
GHRC Chair — — 15,000

Indebtedness of Directors and Officers

Following the completion of the Private Placement and the Vend In Transactions, no director, executive officer or
senior officer, and no individual nominated by management for election as a director of the Resulting Issuer or any
Associate thereof, will be indebted to the Resulting Issuer, or has been so indebted at any time during the preceding
financial year.



- 111 -

Investor Relations Arrangements

The Resulting Issuer has not entered into any agreements or understandings, either written or oral, with any person
to provide promotional or investor relations services.

Options to Purchase Securities

As of May 14, 2020, assuming the Completion of the RTO, the following Nomad Options, Nomad RSUs and
Guerrero Options will be outstanding:

Type of Security

Aggregate
Number of
Securities

under option Holder Category

Exercise Price
(CAD$ per
Common

Share)

Expiry Date
(Options)

Vest Date (RSUs)

Value of
securities under

option at the
date of grant

(CAD$)

Value of
securities under

option at the
Effective Date

(CAD$)(4)

Nomad
Options

8,761,400(1) Officers of the
Resulting

Issuer

$0.90(5) 3 years from
date of grant

with respect to
2,000,000

options
and 5 years
from date of
grant with
respect to
6,761,400

options

Nil Nil

Nomad
RSUs(1)

2,045,200(1) Officers of the
Resulting

Issuer

— Immediate
vesting with

respect to
500,000 RSUs,

1 year from
date of grant

with respect to
166,667 RSUs,

2 years from
date of grant

with respect to
166,667 RSUs

and 3 years
from grant with

respect to
1,211,866

RSUs

$1,840,680 $1,840,680

Guerrero
Options

2,000,000(2) Officers of the
Resulting

Issuer

$0.20 November 27,
2024

Nil $1,400,000

Guerrero
Options

— Directors of the
Resulting

Issuer who are
not officers

— — Nil Nil
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Type of Security

Aggregate
Number of
Securities

under option Holder Category

Exercise Price
(CAD$ per
Common

Share)

Expiry Date
(Options)

Vest Date (RSUs)

Value of
securities under

option at the
date of grant

(CAD$)

Value of
securities under

option at the
Effective Date

(CAD$)(4)

Guerrero
Options

— Officers of a
subsidiary of
the Resulting

Issuer

— — Nil Nil

Guerrero
Options

— Directors of a
subsidiary of
the Resulting
Issuer who are
not officers of
a subsidiary

— — Nil Nil

Guerrero
Options

— All other
Employees of
the Resulting

Issuer

— — Nil Nil

Guerrero
Options

— All consultants
of the

Resulting
Issuer

— — Nil Nil

Guerrero
Options

425,000(3) Any other
person or
company

$0.20 November 27,
2022

Nil $297,500

____________________
(1) To be held by Messrs. Metcalfe and de la Plante and Ms. Lévesque.
(2) Messrs. Metcalfe and de la Plante each hold 1,000,000 Guerrero Options.
(3) Messrs. Ward, McRae and Hildred, directors of Guerrero, hold 125,000, 125,000 and 175,000 Guerrero Options, respectively.
(4) Assumes that the value of the Common Shares as at the Effective Date will be CAD$0.90.
(5) The exercise price will be CAD$0.90 with respect to 5,000,000 of these Nomad Options, which Nomad Options will be issued as one-time

option-based award grants to the CEO, CFO and CIO on the Effective Date.  The exercise price with respect to 3,761,400 of these Nomad
Options will be determined on the date of grant, which date will be within 10 days of the Completion of the RTO, in accordance with the
terms of the Nomad Option Plan.

Escrowed Securities

In connection with the Resulting Issuer’s application for listing on the TSX as a “non-exempt Industrial” issuer, the
Resulting Issuer will seek to rely on an exemption from the TSXV escrow requirements of Policy 5.4 of the TSXV.
Company Finance Manual. Pursuant to the Appendix C - Toronto Stock Exchange Escrow Policy Statement of the
TSX Company Manual and National Policy 46-201 - Escrow for Initial Public Offerings, the TSX does not
generally consider that escrow is necessary for a non-exempt issuer with a market capitalization of at least
CAD$100 million. As the Resulting Issuer is expected to have a market capitalization on listing of approximately
CAD$454 million, it is expected that none of the Resulting Issuer’s securities will be subject to escrow upon the
Completion of the RTO.

Contractual Requirements

In connection with the Private Placement, each of Vincent Metcalfe and Joseph de la Plante entered into the Private
Placement Lock-Up Agreements, pursuant to which they agreed to not directly or indirectly sell or otherwise deal
with, or agree to sell or otherwise deal with (or announce any intention to do so), any Common Shares or securities
exchangeable or convertible into Common Shares, which they now own or control or subsequently own or control
(the “Locked-Up Securities”), for a period of six months from the closing of the first tranche of the Private
Placement (the “Lock-Up Period”), unless: (i) the prior written consent of the Co-Lead Agents is obtained, which
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consent is not to be unreasonably withheld or conditioned; (ii) in the context of a takeover bid made to all
Shareholders in connection with a merger, business combination, arrangement, reorganization, restructuring or
similar transaction, provided that if not completed within the Lock-Up Period, the Locked-Up Securities remain
subject to the Private Placement Lock-Up Agreements; (iii) securities are received upon any exercise of options or
warrants or through the vesting of share units, performance based share units, deferred share units or through the
exchange of subscription receipts, in each case, provided that the underlying securities received remain subject to
the Private Placement Lock-Up Agreement during the Lock-Up Period; (iv) done pursuant to (A) gifts and transfers
by will; or (B) transfers to (i) the immediate family; or (ii) to a trust or Registered Retirement Savings Plan, the
beneficiaries of which are themselves or immediate family, provided that any donee agrees to be bound by the
Private Placement Lock-Up Agreement. There are 12,781,440 Common Shares (including 175,000 Common Shares
to be issued upon the conversion of the Subscription Receipts) subject to the Private Placement Lock-Up
Agreements, representing 2.52% of the Common Shares outstanding after giving effect to the Minimum Private
Placement.

Furthermore, pursuant to the terms of the Orion Vend In Lock-Up Agreements, each of Vincent Metcalfe, Joseph de
la Plante, Elif Lévesque, Peter McRae, Branden Keast, James Ward and Barry Hildred will agree not sell or dispose
of any Common Shares which they hold until the date that is six months following the completion of the Orion Vend
In. As at the date of this Filing Statement, a total of 13,488,420 Common Shares are expected to be subject to the
Orion Vend In Lock-Up Agreements, representing 2.66% of the Common Shares issued and outstanding in the event
that the Minimum Private Placement is completed and 2.64% of the Common Shares issued and outstanding in the
event that the Maximum Private Placement is completed.

In addition, pursuant to the terms of the Investor Rights Agreement, the Common Shares held by Orion Group will
be subject to a 12-month lock up period following the Closing of the Vend In Transactions and the Common Shares
held by Yamana will be subject to a six-month lock-up period following the Closing of the Vend In Transactions.
This represents a total of 462,955,965 Common Shares.

Auditors, Transfer Agent and Registrar

It is expected that the Resulting Issuer’s independent auditors will be PricewaterhouseCoopers LLP, Chartered
Professional Accountants, located at 1250 René Lévesque Blvd. West, Suite 2500, Montreal, Québec H3B 4Y1, who
is expected to be appointed following the Closing of the Vend In Transactions. Concurrent with
PricewaterhouseCoopers LLP’s appointment as the auditor of the Resulting Issuer, Morgan & Company LLP is
expected to resign as the auditor of the Resulting Issuer.

The transfer agent and registrar for the Common Shares is Computershare Investor Services Inc., at its principal
offices in Montreal, Québec and Toronto, Ontario.
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PART VI - GENERAL MATTERS

Sponsorship and Agent Relationship

In connection with the Resulting Issuer’s application for listing on the TSX as a “non-exempt Industrial” issuer, the
Resulting Issuer will seek to rely on a waiver from the TSX sponsorship requirements, as well as the TSXV
requirements, on the basis of (i) Guerrero already being a reporting issuer with previous activity; (ii) the Resulting
Issuer being in the business of mineral royalty/streaming, as opposed to mineral exploration and extraction; (iii) the
background and expertise of the management team and the directors of the Resulting Issuer, each of whom has been
involved in the management of TSX-listed issuers and has extensive experience with operating mining companies
and/or precious metals royalty and streaming companies; (iv) the mineral projects on properties material to the
Resulting Issuer being held by Premier Gold, a TSX-listed issuer; (v) certain of the other properties underlying the
Orion Portfolio Assets and the Yamana Portfolio Assets also being held by TSX-listed issuers; and (vi) the
acquisition of the Orion Portfolio Assets and the Yamana Portfolio Assets being from established industry players
who have substantial experience sourcing and operating royalty, stream and other derivative mineral assets, and who
will be significant Shareholders following the Closing of the Vend In Transactions. There are no actual or
anticipated agreements between the Resulting Issuer and any registrant to provide sponsorship or corporate finance
services either now or in the future.

Experts

Opinions

The technical and scientific information contained in this Filing Statement has been reviewed and approved in
accordance with NI 43-101 by Louis-Pierre Gignac, ing., M.Sc.A, CFA of G Mining Services Inc. and Réjean
Sirois, P. Eng, of G Mining Services Inc., consultants of Guerrero, each a “qualified person” as defined in
NI 43-101.

Interest of Experts

Morgan & Company LLP, Chartered Professional Accountants, (the auditor of Guerrero) prepared an auditor’s
report to the shareholders of Guerrero on the consolidated statements of financial position of Guerrero as at
December 31, 2019 and 2018, and the consolidated statements of loss and comprehensive loss, cash flows and
changes in equity for the years ended December 31, 2019 and 2018. Morgan & Company LLP, Chartered
Professional Accountants has advised that it is independent with respect to Guerrero within the meaning of the
CPABC Code of Professional Conduct in British Columbia, Canada.

KPMG LLP, Chartered Professional Accountants, prepared an auditor’s report to the Board of Directors of Orion
Mine Finance GP III Limited as the general partner of OMF (Mg) on the carve-out financial statements of the
Bonikro Gold Stream, which comprise: (i) the carve-out balance sheet as at December 31, 2019; (ii) the carve-out
statement of loss and comprehensive loss for the period from October 7, 2019 to December 31, 2019; (iii) the carve-
out statement of changes in net parent investment for the period ended December 31, 2019; and (iv) carve-out
statement of cash flows for the period ended December 31, 2019.

KPMG LLP, Chartered Professional Accountants, prepared an auditor’s report to Orion Mine Finance GP II Limited
as the general partner of OMF II, OMF SO and OMF LI on the combined carve-out financial statements of the Orion
Fund II Portfolio, which comprise: (i) the combined carve-out balance sheets as at January 1, 2017, December
31, 2017, December 31, 2018 and December 31, 2019; (ii) the combined carve-out statements of income and
comprehensive income for each of the years in the three year period ended December 31, 2019, 2018 and 2017;
(iii) the combined carve-out statements of changes in net parent investment for each of the years in the three year
period ended December 31, 2019, 2018 and 2017; and (iv) the combined carve-out statements of cash flows for each
of the years in the three year period ended December 31, 2019, 2018 and 2017. KPMG LLP, Chartered Professional
Accountants has advised that it is independent with respect to the Orion Group, the Orion Fund II Portfolio and the
Bonikro Gold Stream within the meaning of the rules of professional conduct of the Institute of Chartered
Professional Accountants of Ontario.
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Deloitte LLP prepared an auditor’s report to the Board of Directors of Yamana on the carve-out financial statements
of the Yamana Portfolio Assets, which comprise: (i) the carve-out statements of earnings (loss) and comprehensive
earnings (loss) for the years ended December 31, 2019, 2018 and 2017; (ii) the carve-out statements of cash flows
for the years ended December 31, 2019, 2018 and 2017; (iii) the carve-out balance sheets as at December 31, 2019
and 2018; and (iv) the statements of changes in the net parent investment as at December 31, 2019, 2018 and 2017.
Deloitte LLP is independent of the Yamana Portfolio Assets within the meaning of the rules of professional conduct
of the Chartered Professional Accountants of Ontario.

No person or company whose profession or business gives authority to a statement made by the person or company
and who is named as having prepared or certified a part of this Filing Statement or as having prepared or certified a
report or valuation described or included in this Filing Statement holds any beneficial interest, direct or indirect, in
any securities or property of Guerrero, the Orion Group or the Yamana Group or of an Associate or Affiliate of
Guerrero, the Orion Group or the Yamana Group, and no such person is expected to be elected, appointed or
employed as a director, officer or employee of the Resulting Issuer or of an Associate or Affiliate of the Resulting
Issuer.

Other Material Facts

There are no material facts about Guerrero, the Orion Portfolio Assets, the Yamana Portfolio Assets, the Resulting
Issuer, or the Vend In Transactions which are not otherwise disclosed in this Filing Statement.

Guerrero Board Approval

The Guerrero Board has approved this Filing Statement. Where information contained in this Filing Statement rests
particularly within the knowledge of a person other than Guerrero, Guerrero has relied upon information furnished
by such person.
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EXHIBIT “A”
ACKNOWLEDGEMENT – PERSONAL INFORMATION

“Personal Information” means any information about an identifiable individual, and includes information contained
in any Items in the Filing Statement that are analogous to Items 3.1, 4.2, 9, 10, 11, 12, 27.1, 28.1, 34, 35.1, 38, 39
and 42 of Form 3D1 of the TSX Venture Exchange (the “TSXV”) Corporate Finance Manual, as applicable.

The undersigned hereby acknowledges and agrees that it has obtained the express written consent of each individual
to:

(a) the disclosure of Personal Information by the undersigned to the TSXV (as defined in
Appendix 6B of the TSXV Corporate Finance Manual) pursuant to this Filing Statement; and

(b) the collection, use and disclosure of Personal Information by the TSXV for purposes described in
Appendix 6B of the TSXV Corporate Finance Manual or as otherwise identified by the TSXV
from time to time.

Dated May 15, 2020.

(signed) Vincent Metcalfe (signed) Elif Lévesque
Vincent Metcalfe

Chief Executive Officer
Elif Lévesque

Chief Financial Officer
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EXHIBIT “B”
FINANCIAL STATEMENTS OF GUERRERO FOR THE YEARS ENDED DECEMBER 31, 2019, 2018

AND 2017

See attached.



GUERRERO VENTURES INC.
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PO Box 10007, 1630 – 609 Granville Street, Vancouver, British Columbia, Canada V7Y 1A1
                    Tel: (604) 687 – 5841           Fax: (604) 687 – 0075           Email: info@morgancollp.com

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of
Guerrero Venture Inc.
Opinion
We have audited the consolidated financial statements of Guerrero Venture Inc. (the “Company”), which comprise the
consolidated statements of financial position as at December 31, 2019 and 2018, and the consolidated statements of
loss and comprehensive loss, cash flows and changes in equity for the years then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Company as at December 31, 2019 and 2018, and its consolidated financial
performance and its consolidated cash flows for the years then ended in accordance with International Financial
Reporting Standards (“IFRS”).

Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the consolidated financial statements in Canada, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern
We draw attention to Note 1 in the consolidated financial statements, which indicates that the Company had an
accumulated deficit of $24,036,331 as at December 31, 2019. As stated in Note 1, these events or conditions, along
with other matters as set forth in Note 1, indicate that a material uncertainty exists that may cast significant doubt on
the Company's ability to continue as a going concern. Our opinion is not modified in respect of this matter.

Other Information
Management is responsible for the other information. The other information comprises the information included in the
management’s discussion and analysis.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process.



Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

• Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

• Obtain an 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 expressing an opinion on the effectiveness of the
Company's internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

• Conclude on the appropriateness of management's use of the going 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 Company's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Company to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

The engagement partner on the audit resulting in this independent auditor's report is Andrew Lee.

Vancouver, Canada “Morgan & Company LLP”

February 20, 2020                                                                                                   Chartered Professional Accountants



Guerrero Ventures Inc.
Consolidated Statements of Financial Position
(Expressed in Canadian dollars)

As at As at
December 31, December 31,

2019 2018

ASSETS

Current assets
Cash $ 956,483 $ 841
Marketable securities (note 4) 61,250 -
Amounts receivable and other assets (note 5) 14,398 1,387

Total current assets 1,032,131 2,228

Non-current assets
Exploration and Evaluation Assets (notes 6 and 12) - 1,180,000

Total non-current assets - 1,180,000
Total assets $ 1,032,131 $ 1,182,228

LIABILITIES AND EQUITY 

Current liabilities
Amounts payable and accrued liabilities $ 209,189 $ 939,887
Note payable (notes 7 and 9) - 37,333
Loan payable (notes 8 and 9) - 1,126,877

Total liabilities 209,189 2,104,097

Equity 
Share capital (note 9) 23,360,273 21,457,421
Reserves 1,504,000 1,037,792
Shares subscription receivable (5,000) -
Accumulated deficit (24,036,331) (23,417,082)

Total equity 822,942 (921,869)
Total liabilities and equity $ 1,032,131 $ 1,182,228

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

Nature of operations and going concern (note 1)
Subsequent event (note 20)

These consolidated financial statements were authorized for issue by the Board of Directors on February 20, 2020.
They are signed on behalf of the Board of Directors by:

 "Barry Hildred", Director

 "Peter McRae", Director
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Guerrero Ventures Inc.
Consolidated Statements of Loss and Comprehensive Loss 
(Expressed in Canadian dollars)

Years Ended December 31, 2019 2018

Expenses (note 13) $ 743,060 $ 44,657
Property investigations 4,796 -
Operating loss before interest expense (747,856) (44,657)

Interest expense (24,794) (72,400)
Debt forgiveness (note 15(b)) 104,590 -
Gain on disposition of subsidiary (note 12) 37,561 -
Unrealized gain on marketable securities 11,250 -
Write-down of exploration and evaluation assets (note 6) - (1,987,595)

Net loss and comprehensive loss for the year $ (619,249) $ (2,104,652)
Basic and diluted net loss per share (note 11) $ (0.06) $ (0.40)
Weighted average number of common shares outstanding (note 11) 9,894,451 5,225,196

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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Guerrero Ventures Inc.
Consolidated Statements of Cash Flows
(Expressed in Canadian dollars)

Years Ended December 31, 2019 2018

Operating activities
Net loss for the year $ (619,249) $ (2,104,652)
Adjustments for:

Unrealized gain on marketable securities (11,250) -
Gain on disposition of subsidiary (note 12) (37,561) -
Stock-based compensation  (note 10) 466,208 -
Debt forgiveness  (note 15(b)) (104,590) -
Accrued interest on loan payable 24,794 72,400
Write-down of exploration and evaluation assets (note 6) - 1,987,595

Changes in non-cash working capital items:
Amounts receivable and other assets (13,011) 1,862
Amounts payable and other liabilities 227,801 40,956

Net cash used in operating activities (66,858) (1,839)

Financing activities
Proceeds from issuance of common shares (note 9) 995,000 -
Advances from Medalist Capital Ltd. (note 9(b)(ii)) 27,500 -
Net cash provided by financing activities 1,022,500 -

Net change in cash 955,642 (1,839)
Cash, beginning of year 841 2,680
Cash, end of year $ 956,483 $ 841

Supplemental information
Cash paid for income taxes $ - $ -
Cash paid for interest $ - $ -

Non-cash investing and financing activities
Issue of shares for debt $ 902,852 $ -

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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Guerrero Ventures Inc.
Consolidated Statements of Changes in Equity 
(Expressed in Canadian dollars)

Reserves

Share
Share Share-based subscription Accumulated
capital Warrants compensation receivable deficit Total

Balance, December 31, 2018 $ 21,457,421 $ 15,000 $ 1,022,792 $ - $ (23,417,082) $ (921,869)
Shares for debt (note 9(b)(i)) 875,352 - - - - 875,352
Conversion of additional debt (note 9(b)(ii)) 27,500 - - - - 27,500
Private placement (note 9(b)(iii)) 1,000,000 - - (5,000) - 995,000
Stock-based compensation  (note 10) - - 466,208 - - 466,208
Net loss for the year - - - - (619,249) (619,249)

Balance, December 31, 2019 $ 23,360,273 $ 15,000 $ 1,489,000 $ (5,000) $ (24,036,331) $ 822,942

Balance, December 31, 2017 $ 21,457,421 $ 15,000 $ 1,022,792 $ - $ (21,312,430) $ 1,182,783
Net loss for the year - - - - (2,104,652) (2,104,652)

Balance, December 31, 2018 $ 21,457,421 $ 15,000 $ 1,022,792 $ - $ (23,417,082) $ (921,869)

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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Guerrero Ventures Inc.
Notes to Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

1. Nature of operations and going concern

Guerrero Ventures Inc. (“the Company”) was incorporated in British Columbia, Canada.  The Company’s principal
place of business is 1275 Av. des Canadiens-de-Montréal, Suite 500, Montréal, Quebec, H3B 0G4 and its registered
records office is located on the 10th Floor – 595 Howe Street, Vancouver, BC, V6C 2T5.

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

On July 12, 2018, the Company completed a share consolidation in which one post consolidation share replaced ten
pre-consolidation shares. The numbers of shares and issue prices per share in these financial statements and notes
have been restated to reflect the share consolidation.

These consolidated financial statements have been prepared on a going concern basis which assumes that the
Company will be able to meet its obligations, and continue its operations for the next twelve months. Should the
Company be unable to continue as a going concern, asset realization values may be substantially different from
carrying values as currently disclosed. These consolidated financial statements do not give effect to adjustments that
would be necessary to carrying values, and classification of assets and liabilities should the Company be unable to
continue as a going concern.  Such adjustments could be material.  At December 31, 2019, the Company had not yet
achieved profitable operations, had working capital of $822,942 (December 31, 2018 – working capital deficit of
$2,101,869), had an accumulated deficit of $24,036,331 (December 31, 2018 - $23,417,082) and expects to incur
further losses in the development of its business. These factors indicate the existence of a material uncertainty that
may cast significant doubt upon the Company’s ability to continue as a going concern. As a result, the Company may
be unable to realize its assets and discharge its liabilities in the normal course of business. The Company’s ability to
continue as a going concern is dependent upon its ability to raise adequate funding through equity or debt financings to
discharge its liabilities as they come due. The Company has capital management process in place to safeguard the
Company's ability to continue as a going concern. Although the Company has been successful in the past in obtaining
financing, there is no assurance that it will be able to obtain adequate financing in the future or that such financing will
be on terms advantageous to the Company.

2. 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 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. 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.
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Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(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  limited  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. 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, 2019 and 2018.

b) Exploration and Evaluation Assets

Exploration and evaluation expenditures include the costs associated with exploration and evaluation activity such as
consulting services, drilling, logistics, taxes and licenses, and capitalized value added tax (“VAT”).  Exploration and
evaluation expenditures are capitalized as incurred. Costs not directly attributable to exploration and evaluation
activities are expensed in the period in which they occur. Costs incurred before the Company has obtained the legal
rights to explore an area are recognized in profit or loss.

VAT related to exploration and evaluation expenditures in Mexico is capitalized because the costs are directly
attributable to these activities. Therefore, the Company has capitalized VAT to exploration and evaluation assets as
opposed to recording a VAT recoverable.  Any VAT recovered will reduce the capitalized VAT.

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

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.
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Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

3. Significant accounting policies (continued)

b) Exploration and Evaluation Assets (continued)

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.

c) 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.

d) 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.

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.

e) 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.
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Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

3. 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.

f) 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.

g) 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.

h)  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.

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.
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Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

3. Significant accounting policies (continued)

i) 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 years ended December 31, 2019 and 2018, all of the
outstanding stock options and warrants were anti-dilutive.

j)   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. The presentation currency of the Company is the Canadian dollar.

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.

k) Financial Instruments

Recognition

The Company recognizes a financial asset or financial liability on the statement of financial position when it becomes
party to the contractual provisions of the financial instrument. Financial assets are initially measured at fair value,  and
are  derecognized  either  when  the  Company  has  transferred  substantially  all  the  risks  and  rewards of
ownership of the financial asset, or when cash flows expire. Financial liabilities are initially measured at fair value and
are derecognized when the obligation specified in the contract is discharged, cancelled or expired.

A  write-off  of  a  financial  asset  (or  a  portion  thereof)  constitutes  a  derecognition  event.  Write-off  occurs  when
the Company has no reasonable expectations of recovering the contractual cash flows on a financial asset.

Classification and Measurement

The  Company  determines  the  classification  of  its  financial  instruments  at  initial  recognition.  Financial  assets
and financial liabilities are classified according to the following measurement categories:

 those  to  be  measured  subsequently  at  fair  value,  either  through  profit  or  loss  (“FVTPL”)  or  through  other
comprehensive income (“FVTOCI”); and,

 those to be measured subsequently at amortized cost.

- 12 -



Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

3. Significant accounting policies (continued)

k) Financial Instruments (continued)

Classification and Measurement (continued)

The classification and measurement of financial assets after initial recognition at fair value depends on the business
model  for  managing  the  financial  asset  and  the  contractual  terms  of  the  cash  flows.  Financial  assets that  are
held within a business model whose objective is to collect the contractual cash flows, and that have contractual cash
flows that  are  solely  payments  of  principal  and  interest  on  the  principal  outstanding,  are generally  measured  at
amortized cost  at  each  subsequent  reporting  year.  All  other  financial  assets  are measured  at  their  fair  values
at  each subsequent reporting year, with any changes recorded through profit or loss or through other comprehensive
income (which designation is made as an irrevocable election at the time of recognition).

After initial recognition at fair value, financial liabilities are classified and measured at either:

 amortized cost;
 FVTPL,  if  the Company  has  made  an irrevocable  election at the time of recognition, or when required (for items

such as instruments held for trading or derivatives); or,
 FVTOCI, when the change in fair value is attributable to changes in the Company’s credit risk.

The  Company  reclassifies  financial  assets  when  and  only  when  its  business  model  for  managing  those assets
changes. Financial liabilities are not reclassified.

Transaction  costs  that  are  directly  attributable  to  the  acquisition  or  issuance  of  a  financial  asset  or  financial
liability classified as subsequently measured at amortized cost or FVTOCI are included in the fair value of the
instrument on initial  recognition.  Transaction  costs  for  financial assets and financial liabilities classified at FVTPL
are expensed in profit or loss.

Impairment

The  Company  assesses  all  information  available,  including  on  a forward-looking  basis  the  expected  credit
losses associated  with  any  financial  assets  carried  at  amortized  cost.  The  impairment  methodology  applied
depends on whether there has been a significant increase in credit risk. To assess whether there is a significant
increase in credit risk, the Company compares the risk of a default occurring on the asset as at the reporting date with
the risk of default as at the date of initial recognition based on all information available, and reasonable and 
supportive forward-looking information.

l) New Accounting Standard Adopted

On June 7, 2017, the IASB issued IFRIC Interpretation 23 - Uncertainty over Income Tax Treatments. The
Interpretation provides guidance on the accounting for current and deferred tax liabilities and assets in circumstances
in which there is uncertainty over income tax treatments. The Interpretation is applicable for annual years beginning on
or after January 1, 2019. At January 1, 2019, the Company adopted this standard and there was no material impact on
the Company's consolidated financial statements.
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Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

3. Significant accounting policies (continued)

l) New Accounting Standard Adopted (continued)

Effective January 1, 2019, the Company adopted IFRS 16 - Leases ("IFRS 16"). IFRS 16 was issued in January 2016
and replaces IAS 17 – Leases as well as some lease related interpretations. With certain exceptions for leases under
twelve months in length or  for  assets  of  low  value,  IFRS  16  states  that  upon  lease  commencement  a  lessee
recognises  a  right-of-use  asset and a lease liability. The right-of-use asset is initially measured at the amount of the
liability plus any initial direct costs.  After lease commencement, the lessee shall measure the right-of-use asset at cost
less accumulated depreciation and accumulated  impairment.  A  lessee  shall  either  apply  IFRS  16  with  full
retrospective  effect  or  alternatively  not  restate comparative information but recognise the cumulative effect of
initially applying IFRS 16 as an adjustment to opening equity  at  the  date  of  initial  application.  IFRS  16  requires
that  lessors  classify  each  lease  as  an  operating  lease  or  a finance lease. A lease is classified as a finance lease
if it transfers substantially all the risks and rewards incidental to ownership  of  an  underlying  asset.  Otherwise  it  is
an  operating lease.  The  adoption  of  IFRS  16  had  no  impact  to  the Company's consolidated financial statements.

4. Marketable securities

Marketable securities consist of equity investments in junior or small cap mining companies for the following years
indicated:

As at As at
December 31, December 31,

2019 2018
Investments at fair value $ 61,250 $ -
Cost $ 50,000 $ -

The Company has classified its investments in marketable securities as financial assets at fair value through profit or
loss and unrealized gains and losses or changes in fair value are recorded fair value through profit or loss. 

5. Amounts receivable and other assets

As at As at
December 31, December 31,

2019 2018
Sales tax receivable - Canada $ 8,543 $ 1,267
Prepaids 5,855 -
Other - 120

$ 14,398 $ 1,387

6. Exploration and evaluation assets

Biricu Property

The Company holds a 100% interest in the Biricu Property that covers more than 41,000 hectares, located in the
Guerrero Gold Belt in Guerrero State, Mexico. There is a 2% net smelter return royalty on all metals recovered from
the property and is to be paid within six months of the Company receiving a bankable feasibility study. The royalty is
equal to $10 per ounce of gold resource estimated in the feasibility study, which would be payable in cash or, at the
Company’s election, satisfied by the issuance of common shares.   The exploration costs that were incurred on the
Biricu Property were written down in the 2018 fiscal year to a balance of $1,180,000. 
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Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

6. Exploration and evaluation assets (continued)

On October 1, 2019, the Company announced pursuant to the terms of the share purchase  agreement  dated  July
11,  2019,  it  has  completed  the  sale  of  Minera Citation Mexico S.A. de C.V., which holds the interest of the
Company in the Biricu property, to Minaurum Gold Inc. (“Minaurum”), in consideration of 125,000 shares of Minaurum
and past credit provided by Minaurum to the Company in regard of the exploration of the Biricu property. 

A  total  of  $1,151,671  remained  payable  to  Minaurum,  comprised  of  $905,000  as  the  principal  and  $246,671
in  accrued interest  to  date,  all  of  which  was  credited  against  the  purchase  consideration  for  the  Biricu
Property.  As  further  consideration,  the  Company  received  125,000  common  shares  of  Minaurum  at  a  deemed
price of $0.40 for an aggregate value of $50,000. Thus, the total consideration to the Company was $1,201,671.  Refer
to note 12 for the gain recognized on the disposition of Citation Minerals Inc.

Costs incurred on Biricu Property to date include:
December 31, December 31,

2019 2018
Opening balance $ 1,180,000 $ 3,165,543

Capitalized VAT - 286
Legal - 1,766
Write-down of deferred exploration costs - (1,987,595)
Disposition of Biricu Property (note 12) (1,180,000) -

Closing balance $ - $ 1,180,000

7. Note payable
As at As at

December 31, December 31,
2019 2018

Promissory   note,   non-interest   bearing,   due   on demand, unsecured,
repayable in equal monthly payments of $8,889 to January 1, 2016. The
note was discounted at 9% interest rate and the total discount   of   $10,851
was   fully   amortized as at December 31, 2015. $ - $ 37,333

The note payable was settled for shares (see note 9).

8. Loan payable

In November 2015, the Company entered into an agreement, subsequently amended, with Minaurum, whereby
Minaurum advanced the Company $770,000 to explore the Biricu Property in Mexico. Pursuant to the agreement, the
advance is repayable,  at  Minaurum’s  election,  in  cash  or,  subject  to  the  satisfaction  of  certain conditions, into a
direct interest in the project. The advance bears interest at 8% per annum.

During the year, a total of $905,000 (December 31, 2018 - $905,000) in principal advanced to the Company and a total
of $246,671 (December 31, 2018 - $221,877) in accrued interest was settled in full by disposing of its wholly-owned
subsidiary.  Refer to note 12.
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Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

9. Share capital

a) Authorized share capital

The authorized share capital consisted of an unlimited number of common shares. The common shares do not have a
par value. 

b) Common shares issued

As at December 31, 2019, the issued share capital amounted to $23,360,273. Changes in issued share capital for the
years presented are as follows:

Number of
common
shares Amount

Balance, December 31, 2017 and December 31, 2018 5,225,196 $ 21,457,421
Shares for debt (i) 17,507,040 875,352
Conversion of additional debt (ii) 550,000 27,500
Private placement (iii) 10,000,000 1,000,000
Balance, December 31, 2019 33,282,236 $ 23,360,273

(i) On October  18,  2019,  the Company announced the completion of the transactions contemplated by the debt
consolidation agreement  (the  "Agreement")  with  certain  third  parties, former directors and officers of the Company,
and a company controlled by the spouse of the former President (collectively,  the  "Debt Assignees"). Pursuant to the
Agreement, an aggregate of $875,352 of debt owed by the Company to  various  creditors, $650,733 of which were
owed to former directors and officers of the Company and a company controlled by the spouse of the former President,
was  assigned  to  the  Debt  Assignees.  Subsequent  to  the  closing  of  the  transactions  contemplated by the
Agreement, each of the Debt Assignees exercised their respective right to convert the assigned debt into common
shares in the capital of the Company ("Common Shares") at a price of $0.05 per Common Share.  All  Common
Shares  issued  to  the  Debt  Assignees are subject to a four-month hold period from the date of issuance. An
aggregate of 17,507,040 Common Shares were issued to the Debt Assignees, of which 17,017,860 Common Shares
will be subject to the value security escrow requirements under Policy 5.4  of  the  TSX  Venture  Exchange  Corporate
Finance  Manual.

(ii) During the year, Medalist Capital Ltd., ("Medalist") advanced $27,500 to the Company.  On October 18, 2019,
Medalist converted the advance into 550,000 Common Shares in the capital of the Company at a price of $0.05 per
Common Share.

(iii) On November 28, 2019, the Company announced that it has closed its private placement of 10,000,000 Common
Shares of the Company at a price of $0.10 per Common Share for gross proceeds of $1,000,000 (the "Offering").  All
securities issued under the Offering are subject to a four-month hold period, which will expire March 28, 2020. The
following related parties subscribed for Common Shares under the Offering: Chief Executive Officer ("CEO") -
1,000,000 Common Shares; Chief Investment Officer - 1,000,000 Common Shares; spouse of a Director - 199,980
Common Shares; and a company controlled by the former President and CEO - 50,490 Common Shares.  As at
December 31, 2019, the Company has a share subscription receivable of $5,000 (December 31, 2018 - $nil) related to
common shares issued from the private placement.  Subsequent to the year end, the Company received $5,000.
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Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

10. Stock options

The Company has a fixed stock option plan whereby a maximum of 10% of the issued shares may be reserved for
issuance.  The following table reflects the continuity of stock options:

Number of Weighted average
stock options exercise price ($)

Balance, December 31, 2017 380,000 1.63
Expired (30,000) 2.00
Balance, December 31, 2018 350,000 1.60

Balance, December 31, 2018 350,000 1.60
Granted (i) 2,425,000 0.20
Expired (350,000) 1.60
Balance, December 31, 2019 2,425,000 0.20

(i) On November 27, 2019, the Company granted an aggregate of 2,425,000 stock options to purchase Common
Shares, at an exercise price of $0.20, to certain officers, directors and consultants of the Company pursuant to the
stock option plan of the Company. 2,000,000 of the stock options granted will expire five years from the date of grant
and the remaining 425,000 stock options granted will expire three years from the date of grant.  The grant date fair
value of $466,208 was assigned to the stock options as estimated by using the Black-Scholes valuation model with the
following assumptions: share price of $0.20, expected dividend yield of 0%, expected volatility range of 183% and
201% which is based on historical volatility of the Company's share price, risk-free rate of return range of 1.58% and
1.51% and an expected maturity of 3 and 5 years. For the year ended December 31, 2019, $466,208 was expensed to
stock-based compensation (year ended December 31, 2018 - $nil).

The Company had the following stock options outstanding as of December 31, 2019:

Weighted Average
Number of Number of Remaining

Options Options Exercise Contractual
Outstanding Exercisable Price ($) Life  (years) Expiry Date

425,000 425,000 0.20 2.91 November 27, 2022
2,000,000 2,000,000 0.20 4.91 November 27, 2024
2,425,000 2,425,000 0.20 4.56

11. Net loss per common share

The calculation of basic and diluted loss per share for the year ended December 31, 2019 was based on the loss
attributable to common shareholders of $619,249 (year ended December 31, 2018 - loss of $2,104,652) and the
weighted average number of common shares outstanding of 9,894,451 (year ended December 31, 2018 -  5,225,196).
Diluted loss per share did not include the effect of 2,425,000 stock options (December 31, 2018 - 350,000 stock
options) as they are anti-dilutive.
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Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

12. Gain on disposition of subsidiary

On October 1, 2019, the Company announced pursuant to the terms of the share purchase  agreement  dated  July
11,  2019,  it  has  completed  the sale of  Minera Citation Mexico S.A. de C.V., which holds the interest of the
Company in the Biricu property, to Minaurum, in consideration of 125,000 shares of Minaurum and past credit provided
by Minaurum to the Company in regard of the exploration of the Biricu property. 

A  total  of  $1,151,671  remained  payable  to  Minaurum,  comprised  of  $905,000  as  the  principal  and  $246,671
in  accrued interest  to  date,  all  of  which  was  credited  against  the  purchase  consideration  for  the  Biricu
Property.  As  further  consideration,  the  Company  received  125,000  common  shares  of  Minaurum  at  a  deemed
price of $0.40 for an aggregate value of $50,000. Thus, the total consideration to the Company was $1,201,671. 

The fair value  of the consideration received and the net assets derecognized were as follows:

125,000 shares of Minaurum $ 50,000
Settlement of debt 1,151,671
Total consideration received $ 1,201,671

Exploration and evaluation assets (note 6) $ 1,180,000
Accounts payable (15,890)
Total net assets derecognized $ 1,164,110
Gain on disposition of subsidiary $ 37,561

13. Expenses

Years Ended December 31, 2019 2018
Foreign exchange (gain) / loss $ (656) $ 1,117
Insurance 488 1,917
Professional fees 188,038 15,401
Stock-based compensation (note 10) 466,208 -
Rent, telephone, office expenses 49,665 1,211
Shareholders' communications 5,470 500
Transfer agent and filing fees 33,847 24,511

$ 743,060 $ 44,657

14. Financial instrument classifications

Classification and
Measurement Carrying

December 31, 2019 Criteria Value

Financial assets
Current

Cash FVTPL $ 956,483
Marketable securities FVTPL 61,250
Amounts receivable Amortized cost 8,543

Financial liabilities
Current

Accounts payable and accrued liabilities Amortized cost 209,189
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Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

14. Financial instrument classifications (continued)

Classification and
Measurement Carrying

December 31, 2018 Criteria Value

Financial assets
Current

Cash FVTPL $ 841
Amounts receivable Amortized cost 1,387

Financial liabilities
Current

Accounts payable and accrued liabilities Amortized cost 939,887
Note payable Amortized cost 37,333
Loan payable Amortized cost 1,126,877

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

Cash and marketable securities are considered Level 1 pursuant to the fair value hierarchy.

15. Related party transactions and balances

Related parties include the Board of Directors and officers, close family members and enterprises that are controlled
by these individuals as well as certain persons performing similar functions.

(a) As at December 31, 2019, $54,875 of fees and expenses payable to related parties were accruals and  included  in
accounts  payable  (December 31, 2018 - $525,566).  Also  included  in  the accounts  payable  was $nil advance
(December 31, 2018 - $183,836)  from the  former President  and  a company controlled by the former President.

(b) For the year ended December 31, 2019, a company controlled by the former President of the Company forgave
debt in the amount of $104,590 (year ended December 31, 2018 - $nil).

(c) During the year ended December 31, 2019, the Company paid professional fees of $7,890  (year ended December
31, 2018 - $nil) to companies controlled by the Chief Financial Officer.
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Guerrero Ventures Inc.
Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

16. Segmented information

The Company’s operations are primarily directed towards the acquisition, exploration development and subsequent
production relating to mineral properties.

December 31, December 31,
Identifiable assets 2019 2018
Canada $ 1,032,131 $ 2,228
Mexico - 1,180,000

$ 1,032,131 $ 1,182,228

Loss from operations
Years Ended December 31,  2019 2018
Canada $ 619,905 $ 113,799
Mexico (656) 1,990,853

$ 619,249 $ 2,104,652

17. 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, 2018, the Company held cash of $956,483 and had current liabilities of $209,189. All of
the Company’s current liabilities have contractual maturities of less than 30 days and were subject to normal trade
terms.  Those current liabilities included approximately $nil (December 31, 2018 - $847,934) accrued for fees and
expenses deferred by executives and employees and fees deferred to the Board in the Company’s efforts to conserve
cash.   These fees and expenses were accrued and will not be paid until the financial position of the Company
improves. The Company is seeking additional funds to ensure that it will have sufficient liquidity to meet liabilities.
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Notes to  Consolidated Financial Statements
Years Ended December 31, 2019 and 2018
(Expressed in Canadian dollars)

18. 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 explore and develop mineral property holdings. 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.

19. Income Tax Expense

The following table reconciles income taxes calculated at combined Canadian federal/provincial tax rates with the
income tax expense in the financial statements:

2019 2018

Loss before income taxes $ 619,249 $ 2,104,652
Statutory rate             27.0%               26.5%
Expected income tax expense (recovery) (167,000) (570,000)
Permanent difference 124,000 536,000
Sale of subsidiary 19,000 -
Change in deferred taxes not recognized 23,000 34,000
Change in estimate 1,000 -
Income tax expense $ - $ -

Deferred Income Taxes

The temporary differences that give rise to deferred income tax assets are presented below:

2019 2018

Non-capital loss carry forwards $ 1,696,000 $ 1,663,000
Mineral properties and deferred exploration costs 236,000 245,000
Other assets 2,000 3,000
Total temporary differences $ 1,934,000 $ 1,911,000
Less: Deferred taxes not recognized (1,934,000) (1,911,000)
Total deferred income tax asset (liability) $ - $ -

The Company has not recorded any deferred income tax asset because it believes it is not probable that sufficient
taxable income will be realized during the carryforward period to utilize the deferred income tax asset.
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19. Income Tax Expense (continued)

Loss Carry Forwards

As at December 31, 2019, the Company has non-capital tax loss carryforwards of $6,282,000 expiring as follows:

2026 $ 244,000
2027 238,000
2028 281,000
2029 631,000
2030 697,000
2031 490,000
2032 159,000
2033 556,000
2034 1,289,000
2035 557,000
2036 401,000
2037 437,000
2038 137,000
2039 165,000

$ 6,282,000

In addition, the Company has resource related expenditures totally $874,000 (December 31, 2018 - $874,000) which
can be carried forward indefinitely to offset future taxable income.

20. Subsequent event

On January 7, 2020, Company announced that it has been continued as a federal corporation subject to the provisions
of the Canada Business Corporations Act (the "Continuance"). The Continuance was approved by the shareholders of
the Company at the Company's annual and special shareholder meeting held on August 19, 2019. Prior to the
Continuance, the Company was subject to the Business Corporations Act (British Columbia). As a result of the
Continuance, the Company is now a Canadian federal corporation.  The registered office of the Company was
changed from Vancouver, British Columbia to Montreal, Québec.
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INDEPENDENT AUDITOR’S REPORT 

To the Shareholders of  
Guerrero Venture Inc. 

Opinion 

We have audited the consolidated financial statements of Guerrero Venture Inc. (the “Company”), which comprise the 
consolidated statements of financial position as at December 31, 2018 and 2017, and the consolidated statements of 
operations and comprehensive loss, cash flows and changes in deficiency for the years then ended, and notes to the 
consolidated financial statements, including a summary of significant accounting policies. 
 
In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the 
consolidated financial position of the Company as at December 31, 2018 and 2017, and its consolidated financial 
performance and its consolidated cash flows for the years then ended in accordance with International Financial 
Reporting Standards (“IFRS”). 
 
Basis for Opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities 
under those standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated 
Financial Statements section of our report. We are independent of the Company in accordance with the ethical 
requirements that are relevant to our audit of the consolidated financial statements in Canada, and we have fulfilled 
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our opinion. 
 
Material Uncertainty Related to Going Concern 

We draw attention to Note 1 in the consolidated financial statements, which indicates that the Company incurred a 
net loss of $2,104,652 during the year ended December 31, 2018 and, as of that date, the Company's current 
liabilities exceeded its total assets by $2,101,869. As stated in Note 1, these events or conditions, along with other 
matters as set forth in Note 1, indicate that a material uncertainty exists that may cast significant doubt on the 
Company's ability to continue as a going concern. Our opinion is not modified in respect of this matter. 
 
Other Information  

Management is responsible for the other information. The other information comprises the information included in the 
management’s discussion and analysis. 
 
Our opinion on the consolidated financial statements does not cover the other information and we do not express any 
form of assurance conclusion thereon. 
 
In connection with our audit of the consolidated financial statements, our responsibility is to read the other information 
and, in doing so, consider whether the other information is materially inconsistent with the consolidated financial 
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the 
work we have performed, we conclude that there is a material misstatement of this other information, we are required 
to report that fact. We have nothing to report in this regard. 
 
Responsibilities of Management and Those Charged with Governance for the Consolidated Financial 
Statements 
 
Management is responsible for the preparation and fair presentation of the consolidated financial statements in 
accordance with IFRS, and for such internal control as management determines is necessary to enable the 
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
In preparing the consolidated financial statements, management is responsible for assessing the Company's ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern 
basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no 
realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the Company's financial reporting process.



 

 

 
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with Canadian generally accepted auditing standards will always detect a material misstatement when it 
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, 
they could reasonably be expected to influence the economic decisions of users taken on the basis of these 
consolidated financial statements. 
 
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional 
judgment and maintain professional skepticism throughout the audit. We also: 
 
• Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. 

 
• Obtain an 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 expressing an opinion on the effectiveness of the 
Company's internal control. 

 
• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 

related disclosures made by management. 
 
• Conclude on the appropriateness of management's use of the going 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 Company's ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the 
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions 
are based on the audit evidence obtained up to the date of our auditor's report. However, future events or 
conditions may cause the Company to cease to continue as a going concern. 

 
• Evaluate the overall presentation, structure and content of the consolidated financial statements, including the 

disclosures, and whether the consolidated financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation. 

 
• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business 

activities within the Company to express an opinion on the consolidated financial statements. We are responsible 
for the direction, supervision and performance of the group audit. We remain solely responsible for our audit 
opinion. 

 
We communicate with those charged with governance regarding, among other matters, the planned scope and timing 
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify 
during our audit. 
  
We also provide those charged with governance with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other matters that may 
reasonably be thought to bear on our independence, and where applicable, related safeguards. 
 
The engagement partner on the audit resulting in this independent auditor's report is Andrew Lee. 
 
 
 
 
 
Vancouver, Canada                                                                                                                  “Morgan & Company LLP” 
     
                      
April 24, 2019                                                                                                     Chartered Professional Accountants

 

 



 

 

 

GUERRERO VENTURES INC. 
 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
(Expressed in Canadian dollars) 

 
 

  AS AT DECEMBER 31 
  2018  2017 

     

ASSETS     

     
Current     

Cash $ 841 $ 2,680 
Amounts receivable   1,387  1,332 
Prepaid expenses  -  1,917 

Total Current Assets  2,228  5,929 
     
Exploration and Evaluation Assets (Note 5)  1,180,000  3,165,543 

     
Total Assets $ 1,182,228 $ 3,171,472 

     

LIABILITIES     

     
Current     

Accounts payable and accrued 
 liabilities (Note 9) $ 

 
939,887 

 
$ 

 
         896,879 

 Note payable (Note 6)  37,333  37,333 
 Loan payable (Note 7)  1,126,877  1,054,477 

     
Total Liabilities  2,104,097  1,988,689 

     

EQUITY     

     
Share Capital (Note 8)  21,457,421  21,457,421 
Reserves  1,037,792  1,037,792 
Deficit  (23,417,082)  (21,312,430) 

  (921,869)  1,182,783 

     
Total Liabilities And Equity $ 1,182,228  $ 3,171,472 

 
These consolidated interim financial statements were authorized for issue by the Board of 
Directors on April 24, 2019.  They are signed on behalf of the Board of Directors by: 
   

   
“David Baker”  “Earl Terris” 

Director  Director 
 
 

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

 



 

 

GUERRERO VENTURES INC. 
 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS 
(Expressed in Canadian dollars) 

 
 

 FOR THE YEARS ENDED DECEMBER 31 
 2018 2017 

     
Expenses    

Consulting and administration fees $ -  $        114,000 
Foreign exchange loss (gain)  1,117 (3,196) 
Insurance  1,917 4,794 
Management fees  - 96,000 
Professional fees  15,401 97,851 
Rent, telephone, office expenses  1,211 8,054 
Shareholders’ communication  500 5,128 
Transfer agent and filing fees  24,511 15,615 

    
Loss Before Other Items And Income Taxes  (44,657) (338,246) 

    
Other Items    

Interest expense (Note 7)  (72,400) (72,400) 
Write down of GST recoverable  - (33,558) 
Write down of exploration and evaluation assets  (1,987,595) (3,176,901) 

    
Net Loss and Comprehensive Loss For The Year $  (2,104,652) $   (3,621,105) 

   
Loss Per Share, Basic and Diluted $ (0.40) $            (0.69) 

   
Weighted Average Common Shares Outstanding,     
  Basic and Diluted  5,225,196 5,225,196 

    
 
 
 
 
 
 
 
 

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



 

 

 
 

GUERRERO VENTURES INC. 
 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
(Expressed in Canadian dollars) 

 
 
 

 FOR THE YEARS ENDED DECEMBER 31 
 2018                 2017 

     
Cash Flows Provided By (Used In):    
    
Operating Activities    

Net loss for the year $ (2,104,652) $   (3,621,105) 
    
Items not involving cash    
       Accrued interest on loan payable  72,400 72,400 
       Write down of GST recoverable  - 33,558 
       Write down of exploration and evaluation assets  1,987,595 3,176,901 
    
Net changes in non-cash working capital items:    

Amounts receivable  (55) (12,534) 
Prepaid expenses  1,917 (288) 
Accounts payable and accrued liabilities  40,956 341,690 

  (1,839) (9,378) 

    
Decrease In Cash   (1,839) (9,378) 
    
Cash, Beginning Of Year  2,680 12,058 

    
Cash, End Of Year $ 841 $          2,680 

    
    
Supplemental Cash Flow Information    

Cash paid for income taxes  $              - $              - 
Cash paid for interest  $              - $              - 

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



 

 

     GUERRERO VENTURES INC. 
      

    CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017 

   (Expressed in Canadian dollars, except number of shares) 

 
 
 

 SHARE CAPITAL  RESERVE 

  
NUMBER OF 

SHARES 

 
 

AMOUNT 

  
 

WARRANTS 

 
SHARE-BASED 

COMPENSATION 

 
 

DEFICIT 

  
 

TOTAL 

            
            
Balance, December 31, 2016 5,225,196 $ 21,457,421 $ 15,000 $ 1,022,792 $  (17,691,325) $ 4,803,888 
            
Net loss for the year -  -  -  -  (3,621,105)  (3,621,105) 

            
Balance, December 31, 2017 5,225,196 $ 21,457,421 $ 15,000 $ 1,022,792  (21,312,430)  1,182,783 
            
Net loss for the year -  -  -  -  (2,104,652)  (2,104,652) 

            
Balance, December 31, 2018 5,225,196 $ 21,457,421 $ 15,000 $ 1,022,792 $  (23,417,082) $ (921,869) 
            

 
 
 

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



 

 

GUERRERO VENTURES INC. 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017 

(Expressed in Canadian Dollars) 
 
1. NATURE OF OPERATIONS AND GOING CONCERN 

 
Guerrero Ventures Inc. (“the Company”) was incorporated in British Columbia, Canada.  The 
Company’s principal place of business 4567 Holly Park Court, Delta, BC, V4K 4S7 and its 
registered records office is located on the 10th Floor – 595 Howe Street, Vancouver, BC, 
V6C 2T5. 
 
The Company is engaged in the acquisition, exploration, development and subsequent 
production relating to mineral properties in Mexico.  
 
On July 12, 2018, the Company completed a share consolidation in which one post 
consolidation share replaced ten pre-consolidation shares. The numbers of shares and 
issue prices per share in this financial statements and notes have been restated to reflect 
the share consolidation. 
 
These consolidated financial statements have been prepared on a going concern basis 
which assumes that the Company will be able to meet its obligations, and continue its 
operations for the next twelve months. Should the Company be unable to continue as a 
going concern, asset realization values may be substantially different from carrying values 
as currently disclosed. These consolidated interim financial statements do not give effect to 
adjustments that would be necessary to carrying values, and classification of assets and 
liabilities should the Company be unable to continue as a going concern.  Such adjustments 
could be material.  At December 31, 2018, the Company had not yet achieved profitable 
operations, had a working capital deficit of $2,101,869 (2017 – $1,982,760), had an 
accumulated deficit of $23,417,082 (2017 - $21,312,430) and expects to incur further losses 
in the development of its business. These factors indicate the existence of a material 
uncertainty that may cast significant doubt upon the Company’s ability to continue as a 
going concern. As a result, the Company may be unable to realize its assets and discharge 
its liabilities in the normal course of business. The Company’s ability to continue as a going 
concern is dependent upon its ability to raise adequate funding through equity or debt 
financings to discharge its liabilities as they come due. The Company has capital 
management process in place to safeguard the Company's ability to continue as a going 
concern. Although the Company has been successful in the past in obtaining financing, 
there is no assurance that it will be able to obtain adequate financing in the future or that 
such financing will be on terms advantageous to the Company. 



 

 

GUERRERO VENTURES INC. 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017 

(Expressed in Canadian Dollars) 

 
2. 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 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.  
 
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 limited 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. 



 

 

GUERRERO VENTURES INC. 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017 

 (Expressed in Canadian Dollars) 

 
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, 2018 and 2017. 

 
b) Exploration and Evaluation Assets 

 
Exploration and evaluation expenditures include the costs associated with exploration 
and evaluation activity such as consulting services, drilling, logistics, taxes and licenses, 
and capitalized value added tax (“VAT”).  Exploration and evaluation expenditures are 
capitalized as incurred. Costs not directly attributable to exploration and evaluation 
activities are expensed in the period in which they occur. Costs incurred before the 
Company has obtained the legal rights to explore an area are recognized in profit or 
loss. 
 
VAT related to exploration and evaluation expenditures in Mexico is capitalized because 
the costs are directly attributable to these activities. Therefore, the Company has 
capitalized VAT to exploration and evaluation assets as opposed to recording a VAT 
recoverable.  Any VAT recovered will reduce the capitalized VAT. 
 
Exploration and evaluation assets are assessed for impairment if (i) sufficient data exists 
to determine technical feasibility and commercial viability, and (ii) facts and 
circumstances suggest that the carrying amount exceeds the recoverable amount. 
 
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. 



 

 

GUERRERO VENTURES INC. 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017 

 (Expressed in Canadian Dollars) 

 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
b) Exploration and Evaluation Assets (Continued) 

 
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. 
 

c)   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. 

 
d)   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. 

 
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. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

e) 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. 
 
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. 
 

f) 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.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 

g) 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. 
 

h) 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. 
 

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. 
 

i) 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 years ended December 31, 2018 and 2017, all of the 
outstanding stock options and warrants were anti-dilutive. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

j) 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. 

 

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. 

 
k) Financial Instruments 
 

The Company adopted IFRS 9 in its consolidated financial statements on January 1, 
2018. Due to the nature of its financial instruments, the adoption of IFRS 9 had no 
impact on the opening deficit balance on January 1, 2018. The impact on the 
classification and measurement of its financial instruments is set out below: 

  
Financial Instrument Original classification – IAS 39 New classification – IFRS 9 

Cash Held-for-trading Fair value through profit or loss 
Amounts receivable Loans and receivables Amortized cost 
Accounts payable and accrued 
liabilities 

Other financial liabilities Amortized cost 

Note payable Other financial liabilities Amortized cost 
Loan payable Other financial liabilities Amortized cost 

 
Financial assets 
The Company classifies its financial assets into the following categories, depending on 
the purpose for which the asset was acquired. Management determines the 
classification of its financial assets at initial recognition. 
 
Amortized cost - Amortized cost are those assets which are held within a business 
whose objective is to hold financial assets to collect contractual cash flows; and the 
terms of the financial assets must provide on specified dates cash flows solely through 
the collection of principal and interest. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

k) Financial Instruments (Continued) 
 
Fair value through other comprehensive income (“FVOCI”) - FVOCI assets are those 
assets which are held within a business whose objective is achieved by both collecting 
contractual cash flows and selling financial assets; and the contractual terms of the 
financial assets give rise on specified dates to cash flows solely through the collection of 
principal and interest. 
 
Fair value through profit or loss (“FVTPL”) - A financial asset shall be measured at fair 
value through profit or loss unless it is measured at amortized cost or FVOCI. The 
Company may however make the irrevocable option to classify particular investments as 
FVTPL.  
 
Impairment of financial assets at amortized cost: The Company recognizes a loss 
allowance for expected credit losses on financial assets that are measured at amortized 
cost. 
 
All financial instruments are initially recognized at fair value on the consolidated 
statement of financial position. Subsequent measurement of financial instruments is 
based on their classification. Financial assets and liabilities classified at FVTPL are 
measured at fair value with changes in those fair values recognized in the consolidated 
statement of comprehensive loss for the year.  
 
Financial liabilities 
Management determines the classification of its financial liabilities at initial recognition. 
 
Amortized cost - The Company classifies all financial liabilities as subsequently 
measured at amortized cost using the effective interest method, except for financial 
liabilities carried at FVTPL and certain other exceptions. 
 
Financial liabilities are classified as current liabilities if payment is due within one year or 
less. If not, they are presented as non-current liabilities.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
l)  New Accounting Standards Adopted During The Year 
 

IFRS 9 - Financial Instruments 
 
IFRS 9 is a new standard on financial instruments that replaces IAS 39 - Financial 
Instruments: Recognition and Measurement. 

 
IFRS 9 addresses classification and measurement of financial assets and financial 
liabilities as well as de-recognition of financial instruments. IFRS 9 has two 
measurement categories for financial assets: amortized cost and fair value. All equity 
instruments are measured at fair value. A debt instrument is at amortized cost only if the 
entity is holding it to collect contractual cash flows and the cash flows represent principal 
and interest. Otherwise it is at fair value through profit or loss. The Company adopted 
IFRS 9 on January 1, 2018 retrospectively and no differences of any significance have 
been noted in relation to the adoption of the standard. 

 
m) Accounting Standard Issued Not Yet Effective 

 
The following standard has not been in effect as it will only be applied for the first time in 
future periods.  It may result in consequential changes to the accounting policies and 
other note disclosures. The Company has not early adopted and has not yet assessed 
the impacts of the standard. 
 
IFRS 16 - Leases  
 

IFRS 16 Leases provides a single lessee accounting model, requiring lessees to 
recognize assets and liabilities for all leases unless the lease term is twelve months or 
less or the underlying asset has a low value. The standard is effective for annual periods 
beginning on or after January 1, 2019. 
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4.   FINANCIAL INSTRUMENTS 
 

a) 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. 
 

 
FAIR VALUE 

AS AT 
DECEMBER 31, 2018 

AS AT 
DECEMBER 31, 2017 

 INPUT CARRYING ESTIMATED CARRYING ESTIMATED 

 LEVEL AMOUNT FAIR VALUE AMOUNT FAIR VALUE 
      
Financial Assets:          

Cash 1 $ 841 $ 841 $ 2680 $ 2680 
Amounts receivable 2 $ 1,387 $ 1,387 $ 1,332 $ 1,332 

          
Financial Liabilities:          

Accounts payable and    
accrued liabilities 

 
2 

 
$ 

 
939,887 

 
$ 

 
939,887 

 
$ 

 
 896,879 

 
$ 

 
 896,879 

Note payable 2 $ 37,333 $ 37,333 $ 37,333 $ 37,333 
Loan payable 2 $ 1,126,877 $ 1,126,877 $ 1,054,477 $ 1,054,477 

 

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



 

 

GUERRERO VENTURES INC. 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017 

 (Expressed in Canadian Dollars) 

 
4.   FINANCIAL INSTRUMENTS (Continued) 

 
b) 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, 2018, the Company held cash 
of $841 and had current liabilities of $2,104,097. All of the Company’s current liabilities 
have contractual maturities of less than 30 days and were subject to normal trade terms.  
Those current liabilities included approximately $847,934 accrued for fees and expenses 
deferred by executives and employees and fees deferred to the Board in the Company’s 
efforts to conserve cash.  These fees and expenses were accrued and will not be paid 
until the financial position of the Company improves. The Company is seeking additional 
funds to ensure that it will have sufficient liquidity to meet liabilities. 
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5. EXPLORATION AND EVALUATION ASSETS 

 
Biricu Property 

 
The Company holds a 100% interest in the Biricu Property that covers more than 41,000 
hectares, located in the Guerrero Gold Belt in Guerrero State, Mexico. There is a 2% net 
smelter return royalty on all metals recovered from the property and is to be paid within six 
months of the Company receiving a bankable feasibility study. The royalty is equal to $10 
per ounce of gold resource estimated in the feasibility study, which would be payable in 
cash or, at the Company’s election, satisfied by the issuance of common shares. Exploration 
costs incurred on the Biricu property were written down in the 2018 and 2017 fiscal year due 
to lack of property exploration activity. 

 
Costs incurred on Biricu Property to date include: 
 
Balance, December 31, 2016  $     6,334,896 
 
Deferred exploration costs  
  Capitalized VAT 970 
  Legal 6,578 

 7,548 
  
  Write down of deferred exploration costs (3,176,901) 

  
Balance, December 31, 2017 $     3,165,543 
  
Deferred exploration costs  
  Capitalized VAT 286 
  Legal 1,766 

 2,052 
  
  Write down of deferred exploration costs (1,987,595) 

  
Balance, December 31, 2018 $     1,180,000 
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6. NOTE PAYABLE 
 

 DECEMBER 31 

 2018 2017 

Promissory note, non-interest bearing, due on demand, unsecured, 
repayable in equal monthly payments of $8,889 to January 1, 2016. 
The note was discounted at 9% interest rate and the total discount 
of $10,851 was fully amortized as at December 31, 2015. 

  

 $  37,333 $  37,333 

 
 
7. LOAN PAYABLE 

 
In November 2015, the Company entered into an agreement, subsequently amended, with 
Minaurum Gold Inc. (“Minaurum”), whereby the Minaurum advanced the Company $905,000 
to explore the Biricu Property in Mexico. Pursuant to the agreement, the advance is 
repayable, at Minaurum’s election, in cash or, subject to the satisfaction of certain 
conditions, into a direct interest in the project. The advance bears interest at 8% per annum.  
 
As at December 31, 2018, a total of $905,000 (2017 - $905,000) in principal has been 
advanced to the Company and a total of $221,877 (2017 - $149,477) has been accrued in 
interest.  
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8. SHARE CAPITAL 
 

a) Authorized 
 

Unlimited number of common shares without par value. 
  

b) 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, 2018 and 
the changes during the period are presented below: 

 Number of 
Options 

Exercise 
Price 

Expiry Date 

    
Outstanding at December 31, 2016 407,500   
    
Expired (5,000) $4.40 March 13, 2017 
Expired (22,500) $2.10 December 7, 2017 

    
Outstanding at December 31, 2017  380,000   
    
Expired (30,000) $2.00 May 2, 2018 

    
Outstanding at December 31, 2018  350,000   
    

 
On December 31, 2018, the Company had outstanding and exercisable incentive stock 
options as follows: 

 
Expiry Date Numbers of Options 

Outstanding and Exercisable 
Exercise Price 

   
August 20, 2019 350,000 $1.60 

   
Balance December 31, 2018 350,000  

 
As at December 31, 2018, the weighted average remaining contractual life of the 
Company’s stock options is 0.64 year and the weighted average exercise price is $1.60. 
 

c) Share Purchase Warrants 
 

There are no outstanding share purchase warrants as of December 31, 2018 and 2017. 
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9. 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. 
 

Key management personnel are persons responsible for planning, directing and controlling 
the activities of the Company. The Company considers directors and officers of the 
Company to be key management personnel. 
 

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

Key Management Compensation 
 Years Ended December 31 

 2018 2017 
     

Management fees  $ - $ 96,000 
Consulting fees   -  15,000 
Professional fees   -  48,000 
     

Total $ - $ 159,000 

 
Other Amounts Payable to Management 

 Years Ended December 31 

 2018 2017 

     
Equipment rental $ - $ 5,812 

 
During the year ended December 31, 2018, the Company accrued $Nil (2017 - $48,000) in 
consulting fees to a company controlled by the spouse of the President. 

 
As at December 31, 2018, $525,566 of fees and expenses payable to related parties were 
accruals and included in accounts payable (2017 - $525,566). Also included in the 
accounts payable was $183,836 advance (2017 - $115,118) from the President and a 
company controlled by the President. 
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10.   INCOME TAXES 
 
A reconciliation of the expected income tax recovery to the actual income tax benefit is as 
follows: 

 2018 2017 
 
Statutory tax rates 

 
27% 

 
26% 

   
Expected income tax recovery $           (570,000) $        (941,000) 
Permanent difference 536,000 954,000 
Change in estimates and other - (196,000) 
Change in unrecognized deferred taxes 34,000 183,000 

Deferred income tax recovery -  $                      - 

 
The components of deferred income taxes are: 
 

 
 2018 2017 

Deferred income tax assets:   
  Non-capital losses carry forwards $        1,663,000              $      1,624,000 
  Resource deductions 245,000 244,000 
  Other assets 3,000 9,000 

 1,911,000 1,877,000 
   
Unrecognized deferred tax assets (1,911,000) (1,877,000) 

   
Net deferred income tax asset $                      - $                    - 
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10.   INCOME TAXES (Continued) 
 

The Company has available tax losses of approximately $6,122,000 which may be offset 
against future Canadian taxable income. These losses expire as follows: 

 
2026 $            244,000 
2027 238,000 
2028 281,000 
2029 631,000 
2030 697,000 
2031 490,000 
2032 159,000 
2033 556,000 
2034 1,289,000 
2035 557,000 
2036 401,000 
2037 437,000 
2038 142,000 

 $         6,122,000 

 
In addition, the Company has resource related expenditures totaling $874,000 (2017 - 
$874,000) which can be carried forward indefinitely to offset future taxable income. 
 

 
11.   SEGMENTED INFORMATION 

 
a)   Operating Segment 

 

The Company’s operations are primarily directed towards the acquisition, exploration, 
development and subsequent production relating to mineral properties in Mexico. 
 

b)   Geographic Segments 
 

The Company’s geographic information for the years ended December 31, 2018 and 
2017 are as follows: 
 

  Years Ended December 31 
  2018  2017 

Net loss from operations:     
  Canada $ 113,799 $ 446,886 
  Mexico  1,990,853  3,174,219 

 $ 2,104,652 $ 3,621,105 
     

Identifiable assets     
  Canada $ 2,228 $ 3,871 
  Mexico  1,180,000  3,167,601 

 $ 1,182,228 $ 3,171,472 
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12   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 Mexico.  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.   
 
 

13   SUBSEQUENT EVENTS 
 
Subsequent to the year end, the Company entered into a debt consolidation agreement 
with third parties to consolidate approximately $800,000 of debt held by various creditors of 
the Company.  The Company will issue convertible promissory notes to aggregate the 
indebtedness to be acquired.  The promissory notes will be convertible into common 
shares of the Company at a conversion price of $0.05 or such lower price per common 
share as permitted by the TSX-V. The debt consolidation agreement is subject to 
regulatory and shareholder approvals. 
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EXHIBIT “C”
MANAGEMENT’S DISCUSSION AND ANALYSIS OF GUERRERO FOR THE YEARS ENDED

DECEMBER 31, 2019, 2018 AND 2017

See attached.
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Introduction  
 
The following management’s discussion and analysis (“MD&A”) of the financial condition and results of 
the operations of Guerrero Ventures Inc. (the “Company” or “GV”) constitutes management’s review of 
the factors that affected the Company’s financial and operating performance for the year ended 
December 31, 2019. This MD&A was written to comply with the requirements of National Instrument 51-
102 – Continuous Disclosure Obligations. This discussion should be read in conjunction with the audited 
annual consolidated financial statements of the Company for the years ended December 31, 2019 and 
2018, together with the notes thereto. The Company’s reporting currency is the Canadian dollar. All 
references to "dollars" in this MD&A refer to Canadian dollars unless specific reference is made to other 
currencies. In the opinion of management, all adjustments (which consist only of normal recurring 
adjustments) considered necessary for a fair presentation have been included. Information contained 
herein is presented as at February 20, 2020, unless otherwise indicated. 
 
The Company applies International Financial Reporting Standards ("IFRS") as issued by the International 
Accounting Standards Board (“IASB”) and interpretations issued by the IFRS Interpretations Committee 
(“IFRIC”). 
 
For the purposes of preparing this MD&A, management, in conjunction with the Board of Directors (the 
“Board”), considers the materiality of information. Information is considered material if: (i) such information 
results in, or would reasonably be expected to result in, a significant change in the market price or value 
of the common shares of the Company (the “Common Shares”); (ii) there is a substantial likelihood that a 
reasonable investor would consider it important in making an investment decision; or (iii) it would 
significantly alter the total mix of information available to investors. Management, in conjunction with the 
Board, evaluates materiality with reference to all relevant circumstances, including potential market 
sensitivity. 
 
Further information about the Company and its operations can be obtained from the offices of the 
Company or on SEDAR at www.sedar.com. 
 
Cautionary Note Regarding Forward-Looking Information 
 
This MD&A contains certain forward-looking information and forward-looking statements, as defined in 
applicable securities laws (collectively referred to herein as “forward-looking statements”). These 
statements relate to future events or the Company’s future performance. All statements other than 
statements of historical fact are forward-looking statements. Often, but not always, forward-looking 
statements can be identified by the use of words such as “plans”, “expects”, “is expected”, “budget”, 
“scheduled”, “estimates”, “continues”, “forecasts”, “projects”, “predicts”, “intends”, “anticipates” or 
“believes”, or variations of, or the negatives of, such words and phrases, or statements that certain 
actions, events or results “may”, “could”, “would”, “should”, “might” or “will” be taken, occur or be 
achieved. Forward-looking statements involve known and unknown risks, uncertainties and other factors 
that may cause actual results to differ materially from those anticipated in such forward-looking 
statements. The forward-looking statements in this MD&A speak only as of the date of this MD&A or as of 
the date specified in such statement. The following table outlines certain significant forward-looking 
statements contained in this MD&A and provides the material assumptions used to develop such forward-
looking statements and material risk factors that could cause actual results to differ materially from the 
forward-looking statements. 
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Forward-looking statements Assumptions Risk factors

The Company’s cash balance at 
December 31, 2019, is sufficient to 
fund its consolidated operating 
expenses at current levels. At the date 
hereof, the Company’s consolidated 
cash balance has diminished as a 
result of normal business operations 
as the Company has no revenues 

The operating activities of the 
Company for the twelve-month 
period ending December 31, 2020, 
and the costs associated therewith, 
will be dependent on raising 
sufficient capital consistent with the 
Company’s current expectations; 
debt and equity markets, exchange 
and interest rates and other 
applicable economic conditions are 
favourable to the Company

Adverse changes in debt and equity 
markets; timing and availability of 
external financing on acceptable terms; 
increases in costs; environmental 
compliance and changes in 
environmental and other local 
legislation and regulation; interest rate 
and exchange rate fluctuations; 
changes in economic conditions  

Management’s outlook regarding 
future trends  

Financing will be available for the 
Company’s future business or 
property acquisition and operating 
activities; the commodities will be 
favourable to the Company

Commodity price volatility; changes in 
debt and equity markets; interest rate 
and exchange rate fluctuations; 
changes in economic and political 
conditions  

 
Inherent in forward-looking statements are risks, uncertainties and other factors beyond the Company’s 
ability to predict or control. Please also make reference to those risk factors referenced in the “Risk 
Factors” section below. Readers are cautioned that the above chart does not contain an exhaustive list of 
the factors or assumptions that may affect the forward-looking statements, and that the assumptions 
underlying such statements may prove to be incorrect. Actual results and developments are likely to 
differ, and may differ materially, from those expressed or implied by the forward-looking statements 
contained in this MD&A. 
 
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may 
cause the Company’s actual results, performance or achievements to be materially different from any of 
its future results, performance or achievements expressed or implied by forward-looking statements. All 
forward-looking statements herein are qualified by this cautionary statement. Accordingly, readers should 
not place undue reliance on forward-looking statements. The Company undertakes no obligation to 
update publicly or otherwise revise any forward-looking statements whether as a result of new information 
or future events or otherwise, except as may be required by law. If the Company does update one or 
more forward-looking statements, no inference should be drawn that it will make additional updates with 
respect to those or other forward-looking statements, unless required by law. 
 
Description of Business 
 
The Company is a publicly listed company that trades on the TSX Venture Exchange. Following the 
divestiture of its subsidiary Minera Citation Mexico S.A. de C.V., (“Guerrero Mexico”) on October 1, 2019, 
the Company became a “shell” company whose principal activity was to identify and evaluate business or 
assets with the aim of completing a transaction to reactivate the Company. 
 
The Company was incorporated in British Columbia, Canada. The Company’s principal place of business 
is 1275 Av. des Canadiens-de-Montréal, Suite 500, Montréal, Quebec, H3B 0G4 and its registered 
records office is located on the 10th Floor – 595 Howe Street, Vancouver, BC, V6C 2T5. 
 
On July 12, 2018, the Company completed a share consolidation in which one post consolidation share 
replaced ten pre-consolidation shares. 
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The ability of the Company to continue as a going concern is dependent upon the continued financial 
support from its shareholders, the ability of the Company to obtain necessary equity financing to continue 
operations and the attainment of profitable operations. GV’s consolidated financial statements have been 
prepared on the basis that the Company is a going concern and do not include adjustments that would be 
necessary should the Company be unable to continue as a going concern. These adjustments could be 
material.  
 
The Company continues to identify and evaluate transactions regarding businesses or assets with the 
aim of completing a transaction to reactivate the Company. Given the size of the Company, any 
transaction completed by the Company may be material and there is no guarantee that any transaction 
evaluated by the Company will be completed. 
 
Operation Highlights 
 
(a) On October 1, 2019, the Company announced pursuant to the terms of the share purchase agreement 
dated July 11, 2019, it completed the sale of Guerrero Mexico, which holds the interest of the Company in 
the Biricu property, to Minaurum Gold Inc. (“Minaurum”), in consideration of 125,000 shares of Minaurum 
and past credit provided by Minaurum to the Company in regard of the exploration of the Biricu property.  
 
A total of $1,151,671 remained payable to Minaurum, comprised of $905,000 as the principal and 
$246,671 in accrued interest to date, all of which was credited against the purchase consideration for the 
Biricu Property. As further consideration, the Company received 125,000 common shares of Minaurum at 
a deemed price of $0.40 for an aggregate value of $50,000. Thus, the total consideration to the Company 
was $1,201,671. 
 
(b) On October 18, 2019, the Company announced the completion of the transactions contemplated by 
the debt consolidation agreement (the "Agreement") with certain third parties (collectively, the "Debt 
Assignees"). Pursuant to the Agreement, an aggregate of $875,352 of debt owed by the Company to 
various creditors was assigned to the Debt Assignees. Subsequent to the closing of the transactions 
contemplated by the Agreement, each of the Debt Assignees exercised their respective right to convert 
the assigned debt into Common Shares at a price of $0.05 per Common Share. All Common Shares 
issued to the Debt Assignees are subject to a four-month hold period from the date of issuance. An 
aggregate of 17,507,040 Common Shares were issued to the Debt Assignees, of which 17,017,860 
Common Shares are subject to the value security escrow requirements under Policy 5.4 of the TSX 
Venture Exchange Corporate Finance Manual. 
 
Peter McRae, James Ward, and Barry Hildred have been appointed as directors following the resignation 
of David Baker, J. Earl Terris and Don Dybyk as directors of the Company. Following the resignation of 
David Baker as President and Chief Executive Officer and Vivian Gu as Chief Financial Officer, the 
Company announced that Vincent Metcalfe has been appointed to serve as Chief Executive Officer and 
Carmelo Marrelli has been appointed to serve as Chief Financial Officer.  
 
(c) During the year, Medalist Capital Ltd., ("Medalist") advanced $27,500 to the Company. On October 18, 
2019, Medalist converted the advance into 550,000 Common Shares in the capital of the Company at a 
price of $0.05 per Common Share. 
 
(d) On November 28, 2019, the Company announced that it has closed its private placement of 
10,000,000 Common Shares of the Company at a price of $0.10 per Common Share for gross proceeds 
of $1,000,000 (the "Offering"). All securities issued under the Offering are subject to a four-month hold 
period, which will expire March 28, 2020. The following related parties subscribed for Common Shares 
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under the Offering: Chief Executive Officer ("CEO”) - 1,000,000 Common Shares; Chief Investment 
Officer - 1,000,000 Common Shares; spouse of a Director - 199,980 Common Shares; and a company 
controlled by the former President and CEO - 50,490 Common Shares. As at December 31, 2019, the 
Company has a share subscription receivable of $5,000 (December 31, 2018 - $nil) related to Common 
Shares issued from the private placement. Subsequent to the year end, the Company received $5,000. 
 
(e) The Company is also pleased to announce that it has appointed Joseph de la Plante to the role of 
Chief Investment Officer, effective January 5, 2020. 
 
Selected Annual Financial Information 
 
The following is selected financial data derived from the audited consolidated financial statements.  
 
 Year ended 

December 31, 
2019 

Year ended 
December 31, 

2018 

Year ended 
December 31, 

2017 

Net (loss)  $(619,249) $(2,104,652) $(3,621,105)
Net (loss) per share (basic and diluted) $(0.06) $(0.40) $(0.69)
   As at  

December 31, 
2019

As at  
December 31, 

2018

As at  
December 31, 

 2017
 
Total assets $1,032,131 $1,182,228 $3,171,472
Long-term liabilities $nil $nil $nil

 
Selected Quarterly Information  
 
The following is a summary of the Company’s financial results for the eight most recently completed 
quarters:  
  

 
Three Months Ended 

Total 
Revenue 

($)

Profit or Loss  

Total 
($)

Basic Loss 
Per  

Share (1) 
($)

Diluted 
Loss Per 
Share (1) 

($) 

2018-March 31 nil (28,407) (0.00) (0.00)

2018-June 30 nil (25,272) (0.00) (0.00)

2018-September 30 nil (29,416) (0.01) (0.01)

2018-December 31 nil (2,021,557) (0.39) (0.39)

2019-March 31 nil (46,815) (0.01) (0.01)

2019-June 30 nil (54,298) (0.02) (0.02)

2019-September 30 nil (235,389) (0.05) (0.05)

2019-December 31 nil (282,747) (0.00) (0.00)
 
(1) Per share amounts are rounded to the nearest cent, therefore aggregating quarterly  

amounts may not reconcile to year-to-date per share amounts.  
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Trends 
 
Management regularly monitors economic conditions and estimates their impact on the Company’s 
operations and incorporates these estimates in both short-term operating and longer-term strategic 
decisions. Strong equity markets are favourable conditions for completing a public merger or acquisition 
transaction. Apart from these and the risk factors noted under the heading “Risk Factors” and “Cautionary 
Note Regarding Forward-Looking Information”, management is not aware of any other trends, 
commitments, events or uncertainties that would have a material effect on the Company’s business, 
financial condition or results of operations.  
 
Discussion of Operations 
 
Discussion of Operations and Financial Condition 
 
The following should be read in conjunction with the financial statements of the Company and notes 
attached hereto. 
 
Mineral Properties 
 
Biricu Property 
 
The Company held a 100% interest in the Biricu Property that covered more than 41,000 hectares, 
located in the Guerrero Gold Belt in Guerrero State, Mexico. There was a 2% net smelter return royalty on 
all metals recovered from the property and is to be paid within six months of the Company receiving a 
bankable feasibility study. The royalty was equal to $10 per ounce of gold resource estimated in the 
feasibility study, which would be payable in cash or, at the Company’s election, satisfied by the issuance 
of Common Shares. Exploration costs incurred on the Biricu property were written down in the 2018 and 
2017 fiscal year due to lack of property exploration activity. 
 
On October 1, 2019, the Company announced pursuant to the terms of the share purchase agreement 
dated July 11, 2019, it completed the sale of Guerrero Mexico, which holds the interest of the Company in 
the Biricu property, to Minaurum, in consideration of 125,000 shares of Minaurum and past credit 
provided by Minaurum to the Company in regard of the exploration of the Biricu property.  
 
A total of $1,151,671 remained payable to Minaurum, comprised of $905,000 as the principal and 
$246,671 in accrued interest, all of which was credited against the purchase consideration for Guerrero 
Mexico. As further consideration, the Company received 125,000 Common Shares of Minaurum at a 
deemed price of $0.40 for an aggregate value of $50,000. Thus, the total consideration to the Company 
was $1,201,671. 
 
Financial Condition 
 
For the year ended December 31, 2019, compared with the year ended December 31, 2018 
 
For the year ended December 31, 2019, the Company’s net loss was $619,249 compared to net loss of 
$2,104,652 for the year ended December 31, 2018. The decrease in net loss of $1,485,403 is a result of 
the following: 
 

 The decrease of $47,606 in interest expense resulted from interest ceasing to be accrued from 
the date of the sale of the Biricu Property during the year ended December 31, 2019 compared to 
a full year of interest accrued in the prior year;  
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 During the year ended December 31, 2019, a former officer of the Company forgave debt in the 
amount of $104,590 compared to $nil in the prior year. The forgiveness resulted from the change 
in management and direction of the Company; 

 
 During the year ended December 31, 2019, the Company recorded a gain on sale of subsidiary in 

the amount of $37,561 compared to $nil in the prior year. During the current year, the Company 
sold Guerrero Mexico, which held the interest of the Company in the Biricu property; 

  
 During the year ended December 31, 2019, the Company recorded a write-down of exploration 

and evaluation assets in the amount of $nil compared to $1,987,595 in the comparative year.  
Exploration costs incurred on the Biricu property were written down in the 2018 fiscal year due to 
lack of property exploration activity; 

 
 During the year ended December 31, 2019, the Company recorded property investigation costs of 

$4,796 compared to $nil in the comparative year. The Company is searching for assets or 
businesses it can possibly acquire to create shareholder value; and 
  

A breakdown of general and administrative expenses for the year ended December 31, 2019 and 2018 is 
provided below. 
 

Year Ended December 31, 
2019 
($)

2018 
($) 

Variance 
($) 

Foreign exchange (gain) loss (656) 1,117 (1,773)
Insurance  488 1,917 (1,429)
Professional fees (a) 188,038 15,401 172,637
Stock-based compensation (b) 466,208 nil 466,208
Rent, telephone, office expenses 49,665 1,211 48,454
Shareholder communications  5,470 500 4,970
Transfer agent and filing fees 33,847 24,511 9,336

 743,060 44,657 698,403
 

(a) Professional fees increased by $172,637 during the year ended December 31, 2019 compared to 
the year ended December 31, 2018 due to legal work required to complete the change in 
management, debt consolidation and the sale of the Biricu property; and 

(b) There was an increase of $466,208 in stock-based compensation expense for the year ended 
December 31, 2019 over the 2018 period. Stock-based compensation expense will vary from 
period to period depending upon the number of options granted and vested during a period and 
the fair value of the options calculated as at the grant date.  

 
For the three months ended December 31, 2019, compared with the three months ended December 31, 
2019 
 
For the three months ended December 31, 2019, the Company’s net loss was $282,747 compared to net 
loss of $2,021,557 for the year ended December 31, 2018. The decrease in net loss of $1,738,810 is a 
result of the following: 
 

 The decrease of $18,249 in interest expense resulted from interest ceasing to be accrued from 
the date of the sale of the Biricu Property during the year ended December 31, 2019 compared to 
Q4 of interest accrued in the prior year;  
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 During the three months ended December 31, 2019, the Company recorded a gain on sale of 
subsidiary in the amount of $37,561 compared to $nil in the prior period. During the current year, 
the Company sold Guerrero Mexico, which held the interest of the Company in the Biricu 
property; 

  
 During the three months ended December 31, 2019, the Company recorded a write-down of 

exploration and evaluation assets in the amount of $nil compared to $1,987,595 in the 
comparative period.  Exploration costs incurred on the Biricu property were written down in the 
2018 fiscal year due to lack of property exploration activity; 

 
 During the three months ended December 31, 2019, the Company recorded property 

investigation costs of $4,796 compared to $nil in the comparative period. The Company is 
searching for assets or businesses it can possibly acquire to create shareholder value; and 
  

A breakdown of general and administrative expenses for the three months ended December 31, 2019 
and 2018 is provided below. 
 

Three Months Ended December 31, 
2019 
($)

2018 
($) 

Variance 
($) 

Foreign exchange (gain) loss  (3) 914 (917)
Insurance 488 nil 488
Other  482 1,487 (1,005)
Management fees (125,167) nil (125,167)
Professional fees (a) 41,409 14,000 27,409
Stock-based compensation (b) 466,208 nil 466,208
Rent, telephone, office expenses 44,088 983 43,105
Shareholder communications  564 nil 564
Transfer agent and filing fees 3,283 (1,671) 4,954

 431,352 15,713 415,639
 

(a) Professional fees increased by $27,409 during the three months ended December 31, 2019 
compared to the three months ended December 31, 2018 due to legal work required to complete 
the change in management, debt consolidation and the sale of the Biricu property; and 

(b) There was an increase of $466,208 in stock-based compensation expense for the three months 
ended December 31, 2019 over the 2018 period. Stock-based compensation expense will vary 
from period to period depending upon the number of options granted and vested during a period 
and the fair value of the options calculated as at the grant date.  

 
GV expects to incur losses until such time, if ever, completes a transaction to reactivate the Company. 
The Company may continue to incur losses even following the completion of any such transaction. 
 
Cash Flow 
 
At December 31, 2019, the Company had cash of $956,483. The increase in cash of $955,642 from the 
December 31, 2018 cash balance of $841 was as a result of net cash outflows in operating activities 
which was offset by financing activities. Operating activities were affected by a net loss of $619,249, 
unrealized gain on marketable securities of $11,250, gain on disposition of subsidiary of $37,561, stock-
based compensation of $466,208, debt forgiveness of $104,590, accrued interest on loan payable of 
$24,794 and net change in non-cash working capital balances of $214,790 mainly because of an increase 
in amounts receivables and other assets of $13,011 and increase in amounts payable and other liabilities 
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of $227,801. Financing activities were affected by cash received from the issuance of Common Shares of 
$995,000 and advances from Medalist Capital Ltd. in the amount of $27,500.  
 
Liquidity, Financial Position and Capital Resources 
 
As of December 31, 2019, the Company had a working capital of $822,942 (December 31, 2018 – deficit 
of $2,101,869), consisting of current assets of $1,032,131 (December 31, 2018 - $2,228) and current 
liabilities of $209,189 (December 31, 2018 - $2,104,097). GV’s working capital at December 31, 2019, 
represents an increase in its working capital of $2,924,811 from December 31, 2018. The increase is due 
to a debt restructuring, the sale of Guerrero Mexico and the completion of a $1,000,000 Offering. This 
was offset by corporate overhead charges to keep the Company compliant with its public company 
reporting and disclosure obligations and for the investigation and negotiation of prospective merger and 
acquisition opportunities. 
 
Substantially all of GV’s current assets at December 31, 2019, consisted of cash, marketable securities 
and amounts receivables and other assets. GV’s current liabilities at December 31, 2019, consisted of 
amounts payable and accrued liabilities.  
 
GV expects to finance most of its operations through the sale of common stock and warrants. 
 
The Company’s long term ability to carry out its business plan is dependent on obtaining additional 
financing.  
 
GV’s outstanding exercisable stock options may provide some additional capital. If all those stock options 
are exercised, of which there is no assurance, GV would obtain additional proceeds of $485,000.  
 
The Company  has sufficient  funds  to  meet  its  obligations  and  short-term  working capital 
requirements,  and  to accomplish  its  short-term  plans.  There  can  be  no  assurance  however,  that  
additional financing will be available or on terms acceptable to the Company. 
 
At the date hereof, the Company’s consolidated cash balance has diminished as a result of normal 
business operations as the Company has no revenues. 
 
Related Party Transactions 
 
Related parties include the Board of Directors and officers, close family members and enterprises that are 
controlled by these individuals as well as certain persons performing similar functions. 
 
(a) As at December 31, 2019, $54,875 of fees and expenses payable to related parties were accruals and 
included in accounts payable (December 31, 2018 - $525,566). Also included in the accounts payable 
was $nil advance (December 31, 2018 - $183,836) from the former President and a company controlled 
by the former President. 
 
(b) For the year ended December 31, 2019, a company controlled by the former President of the 
Company forgave debt in the amount of $104,590 (year ended December 31, 2018 - $nil). 
 
(c) During the year ended December 31, 2019, the Company paid professional fees and disbursements of 
$7,890 (year ended December 31, 2018 - $nil) to companies controlled by the Chief Financial Officer.  
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Off-Balance-Sheet Arrangements 
 
The Company does not have any off-balance-sheet arrangements that have, or are reasonably likely to 
have, a current or future effect on its results of operations or financial condition, including, without 
limitation, such considerations as liquidity, capital expenditures and capital resources that would be 
considered material to investors. 
 
Accounting Policies adopted during the year  
 
On June 7, 2017, the IASB issued IFRIC Interpretation 23 - Uncertainty over Income Tax Treatments. The 
Interpretation provides guidance on the accounting for current and deferred tax liabilities and assets in 
circumstances in which there is uncertainty over income tax treatments. The Interpretation is applicable 
for annual years beginning on or after January 1, 2019. At January 1, 2019, the Company adopted this 
standard and there was no material impact on the Company's consolidated financial statements. 
 
Effective January 1, 2019, the Company adopted IFRS 16 - Leases ("IFRS 16"). IFRS 16 was issued in 
January 2016 and replaces IAS 17 – Leases as well as some lease related interpretations. With certain 
exceptions for leases under twelve months in length or for assets of low value, IFRS 16 states that upon 
lease commencement a lessee recognizes a right-of-use asset and a lease liability. The right-of-use asset 
is initially measured at the amount of the liability plus any initial direct costs. After lease commencement, 
the lessee shall measure the right-of-use asset at cost less accumulated depreciation and accumulated 
impairment. A lessee shall either apply IFRS 16 with full retrospective effect or alternatively not restate 
comparative information but recognize the cumulative effect of initially applying IFRS 16 as an adjustment 
to opening equity at the date of initial application. IFRS 16 requires that lessors classify each lease as an 
operating lease or a finance lease. A lease is classified as a finance lease if it transfers substantially all 
the risks and rewards incidental to ownership of an underlying asset. Otherwise it is an operating lease. 
The adoption of IFRS 16 had no impact to the Company's consolidated financial statements. 
 
Capital Management 
 
The Company manages capital with the goal to safeguard the Company’s ability to continue as a going 
concern.  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. 
 
Financial Instruments 
 
The Company’s continuing operations as intended are dependent upon its ability to identify and evaluate 
businesses or assets with the aim of completing a transaction to reactivate the Company. Such a 
transaction may be subject to shareholders and regulatory approval. In order to continue as a going 
concern and meet its corporate objectives, the Company will require additional financing through debt or 
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equity issuances or other available means. The Company cannot predict the size of future issues of 
Common Shares or securities convertible into Common Shares or the effect that it will have on the price 
of the Common Shares. Any transaction will result in dilution, possibly substantial, to present and 
prospective shareholders of the Company. There is no assurance that the Company will be able to obtain 
adequate financing in the future or that such financing will be on advantageous terms to the Company.  
 
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, 2019, the Company held cash of $956,483 and had current 
liabilities of $209,189. All of the Company’s current liabilities have contractual maturities of less than 30 
days and were subject to normal trade terms. Those current liabilities included approximately $nil 
(December 31, 2018 - $847,934) accrued for fees and expenses deferred by executives and employees 
and fees deferred to the Board in the Company’s efforts to conserve cash.  These fees and expenses 
were accrued and will not be paid until the financial position of the Company improves. The Company is 
seeking additional funds to ensure that it will have sufficient liquidity to meet liabilities. 
 
Share Capital 
 
As of the date of this MD&A, the Company had 33,282,236 issued and outstanding Common Shares. In 
addition, the Company had 2,425,000 outstanding stock options exercisable for 2,425,000 Common 
Shares. 
 
As at date of this MD&A, the following stock options were outstanding: 
 

Expiration Date 
Options 

Outstanding Exercise Price 

November 27, 2022 425,000 0.20 

November 27, 2024 2,000,000 0.20 

 2,425,000  
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Disclosure of Internal Controls 
 
Management has established processes to provide them with sufficient knowledge to support 
representations that they have exercised reasonable diligence to ensure that (i) the consolidated financial 
statements do not contain any untrue statement of material fact or omit to state a material fact required to 
be stated or that is necessary to make a statement not misleading in light of the circumstances under 
which it is made, as of the date of and for the periods presented by the consolidated financial statements; 
and (ii) the consolidated financial statements fairly present in all material respects the financial condition, 
results of operations and cash flows of the Company, as of the date of and for the periods presented.  
 
In contrast to the certificate required for non-venture issuers under National Instrument 52-109 
Certification of Disclosure in Issuers’ Annual and Interim Filings (“NI 52-109”), the Company uses the 
Venture Issuer Basic Certificate, which does not include representations relating to the establishment and 
maintenance of disclosure controls and procedures (“DC&P”) and internal control over financial reporting 
(“ICFR”), as defined in NI 52-109. In particular, the certifying officers filing this certificate are not making 
any representations relating to the establishment and maintenance of:  
 

i) controls and other procedures designed to provide reasonable assurance that information 
required to be disclosed by the issuer in its annual filings, interim filings or other reports filed or 
submitted under securities legislation is recorded, processed, summarized and reported within the 
time periods specified in securities legislation; and  
 
ii) a process to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with the issuer’s generally 
accepted accounting principles (IFRS). The Company’s certifying officers are responsible for 
ensuring that processes are in place to provide them with sufficient knowledge to support the 
representations they are making in this certificate.  
 

Investors should be aware that inherent limitations on the ability of certifying officers of a venture issuer to 
design and implement on a cost effective basis DC&P and ICFR as defined in NI 52-109 may result in 
additional risks to the quality, reliability, transparency and timeliness of interim and annual filings and 
other reports provided under securities legislation. 
 
Risk Factors 
 
At the present time, the Company does not hold any interest in an operating asset or business. The 
Company's viability and potential success lie in its ability to identify and successfully complete a merger 
with or acquire of a suitable asset or business and, if completed, to develop, exploit and generate 
revenue out of such future asset or business. Management believes that the Company's ability to identify 
and complete a transaction will be greatly influenced by the strength of the capital markets. Markets that 
are robust and receptive to equity financings and initial public offerings are expected by management to 
be most favourable for the completion of a transaction.  
 
An investment in the Company involves a number of risks. You should carefully consider the following 
risks and uncertainties in addition to other information in this MD&A in evaluating the Company and its 
business before making any investment decision in regards to the Common Shares of the Company. The 
Company’s operating and financial condition could be harmed due to any of the following risks. The risks 
described below are not the only ones facing the Company. Additional risks not presently known to the 
Company may also impair the Company’s business operations. The Company’s financial performance is 
likely to be subject to the following risks: 
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(a) the Company has no commercial operations and has no assets other than cash. It has no history 
of earnings from its continuing operations, and shall not generate earnings or pay dividends until 
the completion of a transaction which will allow the Company to reactivate its business, if such a 
transaction is ever completed;  

(b) investment in the Common Shares is highly speculative given the nature of the Company’s 
business and its present stage of development; 

(c) the directors and officers of the Company will devote only a portion of their time to the business 
and affairs of the Company and some of them are or will be engaged in other projects or 
businesses such that conflicts of interest may arise from time to time; 

(d) there can be no assurance that an active and liquid market for the Company’s Common Shares 
will develop and an investor may find it difficult to resell its Common Shares;  

(e) the Company has been informed that it no longer meets the listing requirements of the Tier 2 of 
the  TSX Venture Exchange and that it was place on notice for transfer to the NEX board of the 
TSX Venture Exchange with a deadline of February 28, 2020. There can be no assurance that 
the Company will continue to meet the listing requirements for the NEX board of the TSX Venture 
Exchange;  

(f) the Company has only limited funds with which to identify and evaluate potential transactions and 
there can be no assurance that the Company will be able to identify a suitable transaction;  

(g) completion of a transaction to reactivate the Company may be subject to a number of conditions 
including the receipt of various approvals, which approvals may include the TSX Venture 
Exchange, regulatory bodies and shareholders;  

(h) in the event that a transaction to reactivate the Company is announced, trading in the Common 
Shares may be halted for a significant period of time;  

(i) trading in the Common Shares may be halted at other times for other reasons, including for 
failure by the Company to submit documents to the TSX Venture Exchange in the time periods 
required;  

(j) there can be no assurance that an active trading market in the Company’s securities will be 
established and sustained. The market price for the Company’s securities could be subject to 
wide fluctuations. Factors such as commodity prices, government regulation, interest rates, share 
price movements of peer companies and competitors, as well as overall market movements, may 
have a significant impact on the market price of the securities of the Company. The stock market 
has from time to time experienced extreme price and volume fluctuations which have often been 
unrelated to the operating performance of particular companies; 

(k) in the event that management and certain directors of the Company resides outside of Canada or 
the Company identifies a foreign business or assets as a proposed transaction, investors may 
find it difficult or impossible to effect service or notice to commence legal proceedings upon any 
management or director resident outside of Canada or upon the foreign business and may find it 
difficult or impossible to enforce against such persons, judgments obtained in Canadian courts;  

(l) the Company may acquire a business, properties or assets in other jurisdictions or countries. Any 
changes in regulations or shifts in political conditions are beyond the control of the Company and 
may adversely affect its business;  
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(m) any transaction to reactivate the business of the Company, if completed, may be financed by the 
issuance of additional securities by the Company and this will result in further dilution to the 
shareholders, which dilution will be significant and may also result in a change of control of the 
Company;  

(n) the Company will compete with many companies that have substantially greater financial and 
technical resources than the Company as well as for the recruitment and retention of qualified 
personnel; and  

(o) the Company’s success depends to a certain degree upon certain key members of the 
management. It is expected that these individuals will be a significant factor in growth and 
success of the Company. The loss of the service of members of the management and certain key 
employees could have a material adverse effect on the Company. 

Subsequent Event 
 
On January 7, 2020, Company announced that it has been continued as a federal corporation subject to 
the provisions of the Canada Business Corporations Act (the "Continuance"). The Continuance was 
approved by the shareholders of the Company at the Company's annual and special shareholder meeting 
held on August 19, 2019. Prior to the Continuance, the Company was subject to the Business 
Corporations Act (British Columbia). As a result of the Continuance, the Company is now a Canadian 
federal corporation. The registered office of the Company was changed from Vancouver, British Columbia 
to Montreal, Québec 
 
Additional Disclosure for Venture Issuers without Significant Revenue 
 
General and administrative 
 

 

Year ended  
December 31, 

2019 
($)

Year ended  
December 31, 

2018 
($) 

Foreign exchange (gain) loss (656) 1,117

Insurance 488  1,917 

Professional fees 188,038  15,401 

Share-based compensation 466,208 -

Rent, telephone, office expenses 49,665 1,211

Shareholder communications 5,470 500 

Transfer agent and filing fees 33,847 24,511

Total 743,060 44,657
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MANAGEMENT DISCUSSION & ANALYSIS 
For the Year Ended December 31, 2018 

 
1.1 Date of This Report 
 

April 24, 2019 
 

1.2 Overall Performance 
 

Description of Business 

Guerrero Ventures Inc. (the “Company”) is a publicly listed company that trades on the TSX Venture 
Exchange as a junior resource company with a focus on acquiring mineral projects that will provide 
the opportunity to enhance shareholder value.   
 
The Company was incorporated in British Columbia, Canada.  The Company’s principal place of 
business is 4567 Holly Park Court, Delta, BC, V4K 4S7 and its registered records office is located on 
the 10th Floor – 595 Howe Street, Vancouver, BC, V6C 2T5.   
 
On July 12, 2018, the Company completed a share consolidation in which one post consolidation 
share replaced ten pre-consolidation shares. 
 

1.3 Selected Annual Information 
 

The highlights of financial data for the Company for the three most recently completed financial years 
are as follows: 
 December 31, 

2018 
December 31, 

2017 
December 31, 

2016 
(a) Net sales - - - 
(b) Loss     
        (i)    Total loss $(2,104,652) $(3,621,105) $(376,984) 
        (ii)   Loss per share - basic $(0.40) $(0.69) $(0.10) 
        (iii)  Loss per share - diluted $(0.40) $(0.69) $(0.10) 
(c) Net loss    
        (i)    Total loss $(2,104,652) $(3,621,105) $(376,984) 
        (ii)   Loss per share - basic $(0.40) $(0.69) $(0.10) 
        (iii)  Loss per share - diluted $(0.40) $(0.69) $(0.10) 
(d) Comprehensive loss $(2,104,652) $(3,621,105) $(376,984) 
(e) Total assets $1,182,228 $3,171,472 $6,370,939 
(f) Total long-term liabilities N/A N/A N/A 
(g) Cash dividends declared per-share N/A N/A N/A 
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1.4  Results of Operations 
 

Discussion of Operations and Financial Condition 

The following should be read in conjunction with the financial statements of the Company and notes 
attached hereto. 
 
Mineral Properties 
 
Biricu Property 
 
The Company holds a 100% interest in the Biricu Property that covers more than 41,000 hectares, 
located in the Guerrero Gold Belt in Guerrero State, Mexico. There is a 2% net smelter return royalty 
on all metals recovered from the property and is to be paid within six months of the Company 
receiving a bankable feasibility study. The royalty is equal to $10 per ounce of gold resource 
estimated in the feasibility study, which would be payable in cash or, at the Company’s election, 
satisfied by the issuance of common shares. Exploration costs incurred on the Biricu property were 
written down in the 2018 and 2017 fiscal year due to lack of property exploration activity. 

 
Loan Payable 

 
   In November 2015, the Company entered into an agreement, subsequently amended, with 

Minaurum Gold Inc. (“Minaurum”), whereby the Minaurum advanced the Company $770,000 
to explore the Biricu Property in Mexico. Pursuant to the agreement, the advance is repayable, at 
Minaurum’s election, in cash or, subject to the satisfaction of certain conditions, into a direct 
interest in the project. The advance bears interest at 8% per annum. 

 
As at December 31, 2018, a total of $905,000 (2017 - $905,000) in principal has been advanced to the 
Company and a total of $221,877 (2017 - $149,477) has been accrued in interest. 
 
Results of Operations 
 
The loss for the twelve months ended December 31, 2018 was $2,104,652 as compared with a loss of 
$3,621,105 for the twelve months ended December 31, 2017.   
 
The details of the general and administrative expenses are as follows: 
 

30-Dec-18 30-Dec-17 
Increase/ 

(Decrease) 

Consulting & administration - 114,000 (114,000) 
Foreign exchange gain (loss) 1,117 (3,196) 4,313 
Insurance 1,917 4,794 (2,877) 
Management fees - 96,000 (96,000) 
Professional fees 15,401 97,851 (82,450) 
Rent, telephone, office expenses 1,211 8,054 (6,843) 
Shareholders’ communication 500 5,128 (4,628) 
Transfer agent & regulatory filing fees 24,511 15,615 8,896 

Total General & administrative $   44,657  $ 338,246 $   (293,589) 
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Shareholder communication fees consist of the fees paid and payable to the Company spokespersons that 
handle all shareholder calls, maintain the company mailing list, and handle all company mail-outs.  
Shareholder communication fees also consist of expenses for advertising and promotion, press releases, 
printing, and conference and shows. Filing and transfer agent fees include fees paid to the TSX Venture 
Exchange and the B.C. and Ontario Securities Commissions, SEDAR filings, and fees paid to 
Computershare Trust Company of Canada and the Minister of Finance. 
 
Investor Relations Activities 

The Company currently has no formal arrangements with respect to investor relations.  During the period, 
the Company responded to investor inquiries and conducted shareholder and investor mailouts. The 
Company has assigned spokespersons responsible for responding directly to all investor inquiries and for 
conducting shareholder and investor mailouts.   (See above for costs related to shareholder 
communications). 
 

1.5 Summary of Quarterly Results 

The following is a summary of the Company’s financial results for the eight most recently completed 
quarters: 

 
 
 

Q4 
31-Dec-18 

Q3 
30-Sept-18 

Q2 
30-Jun-18 

Q1 
31-Mar-18 

     
Net income 
(loss) 

($2,021,557) ($29,416) ($25,272) ($28,407) 

Per Share (0.39) (0.01) (0.00) (0.00) 
     
 Q4 

31-Dec-17 
Q3 

30-Sept-17 
Q2 

30-Jun-17 
Q1 

31-Mar-17 
Net income 
(loss) 

 
($3,343,266) 

 
($89,340) 

 
($94,666) 

 
($93,833) 

Per Share (0.64) (0.01) (0.02) (0.02) 
 
 

1.6 Liquidity 

The Company has no revenue generating projects at this time.  The Company’s historical capital 
needs have been met by equity subscriptions. The Company will require additional financing to fund 
its exploration commitment on the Biricu Property.  As at December 31, 2018, the Company had a 
working capital deficit of $2,101,869 (2017 - $1,982,760).  The ability of the Company to 
successfully acquire and develop properties in the resource sector is conditional on its ability to 
secure further financing.  The Company proposes to meet any additional financing requirements 
through arranging equity financing, and/or finalizing a joint venture agreement with a partner(s) who 
will be able to assume the costs of recommended exploration programs.  In light of the continually 
changing financial markets, there is no assurance that funding by equity subscriptions or finding a 
joint venture partner will be possible at the times required or desired by the Company. 
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1.7  Capital Expenditures 
 

The Company, through its 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, as detailed in 
Section 1.4 “Results of Operations.”   

 
1.8 Off Balance Sheet Arrangements 

There are no off-balance sheet arrangements to which the Company is committed.   
 

1.9 Transactions with 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. 
 
Key management personnel are persons responsible for planning, directing and controlling the 
activities of the Company. The Company considers directors and officers of the Company to be key 
management personnel. 
 
The Company retains the services of certain directors and officers.  Management fees, consulting 
fees, and professional fees accrued to related parties are as follows: 
 
Key Management Compensation 

 
 Years Ended December 31 
 2018 2017 

     
Management fees  $ - $ 96,000 
Consulting fees    -  15,000 
Professional fees  -  48,000 
     
Total $ - $ 159,000 

 
 

Other Amounts Payable to Management 
 

 Years Ended December 31 
 2018 2017 

     
Equipment rental $ - $ 5,812 

 
 

During the year ended December 31, 2018, the Company incurred $Nil (2017 -$48,000) in 
consulting fees to a company controlled by the spouse of the President. 

 
As at December 31, 2018, $525,566 of fees and expenses payable to related parties were accruals 
and included in accounts payable (2017 - $525,566). Also included in the accounts payable was 
$183,836 advance (2017 - $115,118) from the President and a company controlled by the 
President. 
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1.10 Fourth Quarter – 2018 
 

The fourth quarter results are presented on a consolidated basis including the financial results 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 fourth quarter results do not differ significantly from other quarters, except for the writing down 
of exploration and evaluation assets of $1,987,595.   
 
The Company has stopped to accrue management fees and consulting fees since the beginning of 
2018.  
 
In the quarter ended December 31, 2017, the Company wrote down of exploration and evaluation 
assets of $3,176,901.  The Company also wrote down of GST recoverable of $33,558 as of 
December 31, 2017, $1,487 of which was recovered and refunded in the second quarter of 2018. 
 

1.11 Proposed Transactions 
 
 None 
 
1.12 Critical Accounting Estimates 
 

 N/A 
 
1.13 Changes in Accounting Policies 

 
None 
 

1.14 Financial and Other Instruments 
 

a) Designations 
 
The Company’s financial instruments consist of cash, amounts receivable, 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. 
 
b) 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. 
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The Company has no assets or liabilities subject to fair value measurement on a recurring basis. 

 
 

FAIR VALUE 
AS AT 

DECEMBER 31, 2018 
AS AT 

DECEMBER 31, 2017 

 INPUT CARRYING ESTIMATED CARRYING ESTIMATED 
 LEVEL AMOUNT FAIR VALUE AMOUNT FAIR VALUE 
      
Financial Assets:          

Cash 1 $  841 $  841 $  2,680 $  2,680 
Amounts receivable 2 $  1,387 $  1,387 $  1,332 $  1,332 

          
Financial Liabilities:          

Accounts payable and    
accrued liabilities 

 
2 

 
$ 

 
939,887 

 
$ 

 
939,887 

 
$ 

 
896,879 

 
$ 

 
896,879 

Note payable 2 $ 37,333 $ 37,333  37,333 $ 37,333 
Loan payable 2 $ 1,126,877 $ 1,126,877 $ 1,054,477 $ 1,054,477 

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



- 7 - 

 
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, 2018, the Company held cash of $841 and had 
current liabilities of $2,104,097.  All of the Company’s current liabilities have contractual maturities 
of less than 30 days and were subject to normal trade terms.  Those current liabilities included 
approximately $847,934 accrued for fees and expenses deferred by executives and employees and 
fees deferred to the Board in the Company’s efforts to conserve cash. These fees and expenses were 
accrued and will not be paid until the financial position of the Company improves. The Company is 
seeking additional funds to ensure that it will have sufficient liquidity to meet liabilities. 
 
d) 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). 
 

1.15 Other 
 

Disclosure of Outstanding Share Capital (April 24, 2019) 
 
A summary of the Company’s outstanding common shares, incentive stock options, and warrants on 
the reporting date are as follows: 
 

  Number Book Value 
Common Shares 5,225,196 $21,457,421 

 
Summary of incentive stock options: 

Number of Shares 
 

Expiry Date 
 

Exercise Price Per Share   
350,000  August 20, 2019  $1.60 

     
 
Summary of warrants outstanding: None 
 
Subsequent Events 
 
On February 21, 2019, the Company announced that it has entered into a debt consolidation 
agreement (“Agreement”) with Medalist Capital Ltd. (“Medalist”), which includes the consolidation 
of approximately CAD$751,785, plus any additional and ongoing accrued interest, of debt held by 
various creditors of the Company. Under the terms of the Agreement, the Company has agreed to 
issue to Medalist a convertible promissory note to evidence the aggregate indebtedness of the 
Company to be acquired by Medalist (the “Transaction”). The promissory note will be convertible at 
the option of Medalist into common shares in the capital of the Company at the conversion price of 
$0.05 or such lower price per common share as permitted by the TSX Venture Exchange (“TSXV”). 
The completion of the Transaction is subject to a number of conditions including: (i) the approval of 
shareholders of Company as required by the TSXV; (ii) the disposition of the Bircu property to 
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Minaurum Gold Inc.; (iii) the acquisition of the outstanding debt of the Company by Medalist on 
terms acceptable to Medalist; (iv) completion by Medalist of its due diligence on the Company; and 
(v) obtaining all consents and approvals of third parties and the TSXV required to complete the 
Transaction. At the completion of the Transaction, the current directors shall resign and a new Board 
of Directors shall be appointed. The common shares of the Company issuable upon conversion of the 
promissory note will be subject to a four month hold period under applicable securities laws and the 
rules of the TSXV. Following completion of the Transaction, if all of the principal amount of the 
promissory note is converted by Medalist, Medalist would own approximately 15,035,700 (or 
approximately 74%) of the outstanding common shares of the Company. Medalist has indicated that 
is entering into the Transaction for investment purposes. Assuming completion of the Transaction, 
Medalist has no current plan or future intentions which relate to, or would result in, acquiring 
additional securities of the Company, disposing of securities of the Company, or any of the other 
actions requiring disclosure under the early warning reporting provisions of applicable securities 
laws. Depending on market conditions, Medalist’s view of the Company’s prospects and other 
factors considered relevant by Medalist, Medalist may acquire additional securities of the Company 
from time to time in the future or may sell all or portion of its securities of the Company. 
 

Additional information 

Additional information relating to the Company is on SEDAR at www.sedar.com.     
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GUERRERO VENTURES INC. 
 

 
MANAGEMENT DISCUSSION & ANALYSIS 

For the Year Ended December 31, 2017 
 
1.1 Date of This Report 
 

April 26, 2018 
 

1.2 Overall Performance 
 

Description of Business 

Guerrero Ventures Inc. (the “Company”) is a publicly listed company that trades on the TSX Venture 
Exchange as a junior resource company with a focus on acquiring mineral projects that will provide 
the opportunity to enhance shareholder value.   
 
The Company was incorporated in British Columbia, Canada.  The Company’s principal place of 
business is 4567 Holly Park Court, Delta, BC, V4K 4S7 and its registered records office is located on 
the 10th Floor – 595 Howe Street, Vancouver, BC, V6C 2T5.   
 
Effective at the opening August 19, 2014, shares of the Company commenced trading on TSX 
Venture Exchange under the new trading symbol “GV”.  From March 3, 2015 the Company’s 
common shares can be found on the OTCQB under the trading symbol GVXNF.  
 

1.3 Selected Annual Information 
 

The highlights of financial data for the Company for the three most recently completed financial years 
are as follows: 
 December 31, 

2017 
December 31, 

2016 
December 31, 

2015 
(a) Net sales - - - 
(b) Loss     
        (i)    Total loss $(3,621,105) $(376,984) $(532,922) 
        (ii)   Loss per share - basic $(0.07) $(0.01) $(0.01) 
        (iii)  Loss per share - diluted $(0.07) $(0.01) $(0.01) 
(c) Net loss    
        (i)    Total loss $(3,621,105) $(376,984) $(532,922) 
        (ii)   Loss per share - basic $(0.07) $(0.01) $(0.01) 
        (iii)  Loss per share - diluted $(0.07) $(0.01) $(0.01) 
(d) Comprehensive loss $(3,621,105) $(376,984) $(532,922) 
(e) Total assets $3,171,472 $6,370,939 $6,353,051 
(f) Total long-term liabilities N/A N/A N/A 
(g) Cash dividends declared per-share N/A N/A N/A 
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1.4  Results of Operations 
 

Discussion of Operations and Financial Condition 

The following should be read in conjunction with the financial statements of the Company and notes 
attached hereto. 
 
Mineral Properties 
 
Biricu Property 
 
The Company holds a 100% interest in the Biricu Property that covers more than 41,000 hectares, 
located in the Guerrero Gold Belt in Guerrero State, Mexico.  There is a 2% net smelter return royalty 
on all metals recovered from the property and is to be paid within six months of the Company 
receiving a bankable feasibility study. The royalty is equal to $10 per ounce of gold resource 
estimated in the feasibility study, which would be payable in cash or, at the Company’s election, 
satisfied by the issuance of common shares. Exploration costs incurred on the Biricu property were 
written down in the 2017 fiscal year due to lack of property exploration activity. 

 
Loan Payable 

 
   In November 2015, the Company entered into an agreement, subsequently amended, with 

Minaurum Gold Inc. (“Minaurum”), whereby the Minaurum advanced the Company $770,000 
to explore the Biricu Property in Mexico. Pursuant to the agreement, the advance is repayable, at 
Minaurum’s election, in cash or, subject to the satisfaction of certain conditions, into a direct 
interest in the project. The advance bears interest at 8% per annum. 

 
   During the year ended December 31, 2016, Minaurum paid the Company an administration fee 

of $77,000, which had been recorded as other income. As at December 31, 2017, a total of 
$905,000 (2016 - $905,000) in principal has been advanced to the Company and a total of 
$149,477 (2016 - $77,077) has been accrued in interest. 
 
Results of Operations 
 
The loss for the twelve months ended December 31, 2017 was $3,621,105 as compared with a loss of 
$376,984 for the twelve months ended December 31, 2016.   
 
The details of the general and administrative expenses are as follows: 
 

31-Dec-17 31-Dec-16 
Increase/ 

(Decrease) 
Consulting & administration 114,000 114,000 - 
Foreign exchange gain (3,196) (1,268) (1,928) 
Insurance 4,794 6,820 (2,026) 
Management fees 96,000 96,000 - 
Professional fees 97,851 111,270 (13,419) 
Rent, telephone, office expenses 8,054 17,138 (9,084) 
Shareholders’ communication 5,128 18,894 (13,766) 
Transfer agent & regulatory filing fees 15,615 18,545  (2,930) 
Total General & administrative $   338,246  $ 381,399 $   (43,153) 
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Consulting fees for the current period include services related to corporate and administration, shareholder 
communications, and computer and website.  Shareholder communication fees consist of the fees paid and 
payable to the Company spokespersons that handle all shareholder calls, maintain the company mailing 
list, and handle all company mail-outs.  Shareholder communication fees also consist of expenses for 
advertising and promotion, press releases, printing, and conference and shows. The Company also retains 
a consultant for maintenance of the Company’s website.  Filing and transfer agent fees include fees paid 
to the TSX Venture Exchange and the B.C. and Ontario Securities Commissions, SEDAR filings, and 
fees paid to Computershare Trust Company of Canada and the Minister of Finance. 
 
Investor Relations Activities 

The Company currently has no formal arrangements with respect to investor relations.  During the period, 
the Company responded to investor inquiries and conducted shareholder and investor mailouts. The 
Company has assigned spokespersons responsible for responding directly to all investor inquiries and for 
conducting shareholder and investor mailouts.   (See above for costs related to shareholder 
communications). 
 

1.5 Summary of Quarterly Results 

The following is a summary of the Company’s financial results for the eight most recently completed 
quarters: 

 
 
 

Q4 
31-Dec-17 

Q3 
30-Sept-17 

Q2 
30-Jun-17 

Q1 
31-Mar-17 

     
Net income 
(loss) 

($3,343,266) ($89,340) ($94,666) ($93,833) 

Per Share (0.064) (0.002) (0.002) (0.002) 
     
 Q4 

31-Dec-16 
Q3 

30-Sept-16 
Q2 

30-Jun-16 
Q1 

31-Mar-16 
Net income 
(loss) 

 
($158,466) 

 
($18,939) 

 
($110,186) 

 
($89,393) 

Per Share (0.003) (0.00) (0.002) (0.002) 
 
 

1.6 Liquidity 

The Company has no revenue generating projects at this time.  The Company’s historical capital 
needs have been met by equity subscriptions. The Company will require additional financing to fund 
its exploration commitment on the Biricu Property.  As at December 31, 2017, the Company had a 
working capital deficit of $1,982,760 (compared to a working capital deficit of $1,531,008 at 
December 31, 2016).  The ability of the Company to successfully acquire and develop properties in 
the resource sector is conditional on its ability to secure further financing.  The Company proposes to 
meet any additional financing requirements through arranging equity financing, and/or finalizing a 
joint venture agreement with a partner(s) who will be able to assume the costs of recommended 
exploration programs.  In light of the continually changing financial markets, there is no assurance 
that funding by equity subscriptions or finding a joint venture partner will be possible at the times 
required or desired by the Company. 
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1.7  Capital Expenditures 
 

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, as 
detailed in Section 1.4 “Results of Operations.”   

 
1.8 Off Balance Sheet Arrangements 

There are no off-balance sheet arrangements to which the Company is committed.   
 

1.9 Transactions with 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. 
 
Key management personnel are persons responsible for planning, directing and controlling the 
activities of the Company. The Company considers directors and officers of the Company to be key 
management personnel. 
 
The Company retains the services of certain directors and officers.  Management fees, consulting 
fees, and professional fees accrued to related parties are as follows: 
 
Key Management Compensation 

 
 Year ended December 31 
 2017 2016 

     
Management fees  $ 96,000 $ 96,000 
Consulting fees    15,000  17,323 
Professional fees  48,000  48,000 
     
Total $ 159,000 $ 161,323 

 
 

Other Amounts Payable to Management 
 

 Year ended December 31 
 2017 2016 

     
Equipment rental $ 5,812 $ 5,812 

 
 

During the year ended December 31, 2017, the Company incurred $48,000 (2016 -$48,000) in 
consulting fees to a company controlled by the spouse of the President. 

 
As at December 31, 2017, $525,566 of fees and expenses to related parties were accruals and 
included in accounts payable (2016 - $303,163).  Also included in the accounts payable was 
$115,118 advance (2016 - $48,263) from the President and a company controlled by the 
President. 
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1.10 Fourth Quarter – 2017 
 

The fourth quarter results are presented on a consolidated basis including the financial results 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 fourth quarter results do not differ significantly from other quarters, except for writing down of 
exploration and evaluation assets of $3,176,901 and writing down of GST recoverable of $33,558. 
 

1.11 Proposed Transactions 
 
 None 
 
1.12 Critical Accounting Estimates 
 

 N/A 
 
1.13 Changes in Accounting Policies 

 
None 
 

1.14 Financial and Other Instruments 
 

a) Designations 
 
The Company’s financial instruments consist of cash, amounts receivable, 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. 
 
b) 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. 
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The Company has no assets or liabilities subject to fair value measurement on a recurring basis. 

 
 

FAIR VALUE 
AS AT 

DECEMBER 31, 2017 
AS AT 

DECEMBER 31, 2016 
 INPUT CARRYING ESTIMATED CARRYING ESTIMATED 
 LEVEL AMOUNT FAIR VALUE AMOUNT FAIR VALUE 
      
Financial Assets:          

Cash 1 $  2,680 $  2,680 $ 12,058 $ 12,058 
Amounts receivable 2 $  120 $  120 $   $   

          
Financial Liabilities:          

Accounts payable and    
accrued liabilities 

 
2 

 
$ 

 
896,879 

 
$ 

 
896,879 

 
$ 

 
547,641 

 
$ 

 
547,641 

Note payable 2 $ 37,333 $ 37,333  37,333 $  37,333 
Loan payable 2 $ 1,054,477 $ 1,054,477 $ 982,077 $ 982,077 

 
Due to the relatively short term nature of cash, amounts receivable, accounts payable and accrued 
liabilities, note payable, and loan payable, the fair value of these instruments approximates their 
carrying value. 
 
c) 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. 
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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, 2017, the Company held cash of $2,680 and had 
current liabilities of $1,988,689.  All of the Company’s current liabilities have contractual maturities 
of less than 30 days and were subject to normal trade terms.  Those current liabilities included 
approximately $779,216 accrued for fees and expenses deferred by executives and employees and 
fees deferred to the Board in the Company’s efforts to conserve cash. These fees and expenses were 
accrued and will not be paid until the financial position of the Company improves. The Company is 
seeking additional funds to ensure that it will have sufficient liquidity to meet liabilities. 
 
d) 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). 
 

1.15 Other 
 

Disclosure of Outstanding Share Capital (April 26, 2018) 
 
A summary of the Company’s outstanding common shares, incentive stock options, and warrants on 
the reporting date are as follows: 
 

  Number Book Value 
Common Shares 52,251,961 $21,457,421 

 
Summary of incentive stock options: 

Number of Shares 
 

Expiry Date 
 

Exercise Price Per Share   
300,000  May 2, 2018  $0.20 

3,500,000  August 20, 2019  $0.16 
3,800,000     

 
Summary of warrants outstanding: None 
 

Additional information 

Additional information relating to the Company is on SEDAR at www.sedar.com.     

http://www.sedar.com/
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EXHIBIT “D”
COMBINED CARVE-OUT FINANCIAL STATEMENTS OF THE ORION FUND II PORTFOLIO FOR

THE THREE YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017

See attached.
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KPMG LLP 
Bay Adelaide Centre 
333 Bay Street, Suite 4600 
Toronto ON M5H 2S5  
Tel 416-777-8500 
Fax 416-777-8818 

INDEPENDENT AUDITOR’S REPORT ON COMBINED CARVE-OUT FINANCIAL
STATEMENTS

To Orion Mine Finance GP II Limited as the general partner of Orion Mine Finance GP II LP which is the
general partner of Orion Mine Finance Fund II LP and OMF Fund II (Li) LP:

We have audited the combined carve-out financial statements of the Orion Fund II Portfolio (the Entity), which
comprise:

• the combined carve-out balance sheets as at December 31, 2019, December 31, 2018, December 
31, 2017 and January 1, 2017.

• the combined carve-out statements of income and comprehensive income for each of the years in the
three-year period ended December 31, 2019,

• the combined carve-out statements of changes in net parent investment for each of the years in the three-
year period ended December 31, 2019,

• the combined carve-out statements of cash flows for each of the years in the three-year period ended
December 31, 2019, and notes to the combined carve-out financial statements, including a
summary of significant accounting policies.

(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the combined
carve-out financial position of the Entity as at December 31, 2019, 2018, 2017, and January 1, 2017, and  its
combined carve-out financial performance and its combined carve-out cash flows for each of the years  in the
three year period ended December 31, 2019, in accordance with International Financial Reporting  Standards
(IFRS).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the “Auditors’ Responsibilities for the Audit  of the
Financial Statements” section of our auditors’ report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to our audit of
the financial statements in Canada and we have fulfilled our other ethical responsibilities in accordance with
these requirements.

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

Emphasis of Matter – Basis of Preparation

We draw attention to Note 1 to the financial statements which describes the basis of preparation used in these
financial statements and the purpose of the financial statements.

Our opinion is not modified in respect of this matter.
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Other Information  

Management is responsible for the other information. Other information comprises the information, other than 
the financial statements and the auditors’ report thereon, included in Management’s Discussion and Analysis 
included in the Guerrero Filing Statement to be filed with the TSX.   

Our opinion on the financial statements does not cover the other information and we do not and will not 
express any form of assurance conclusion thereon.   

In connection with our audit of the financial statements, our responsibility is to read the other information 
identified above and, in doing so, consider whether the other information is materially inconsistent with the 
financial statements or our knowledge obtained in the audit and remain alert for indications that the other 
information appears to be materially misstated.   

We obtained the information, other than the financial statements and the auditors’ report thereon, included in 
Management’s Discussion and Analysis as at the date of this auditors’ report.   

If, based on the work we have performed on this other information, we conclude that there is a material 
misstatement of this other information, we are required to report that fact in the auditors’ report.   

We have nothing to report in this regard.   

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards (IFRS), 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.   

In preparing the financial statements, management is responsible for assessing the Entity’s ability to 
continue as a going concern, disclosing as applicable, matters related to going concern and using the going 
concern basis of accounting unless management either intends to liquidate the Entity or to cease 
operations, or has no realistic alternative but to do so.   

Those charged with governance are responsible for overseeing the Entity’s financial reporting process.  
Auditors’ Responsibilities for the Audit of the Financial Statements   

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our 
opinion.    

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in 
accordance with Canadian generally accepted auditing standards will always detect a material 
misstatement when it exists.    

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they 
could reasonably be expected to influence the economic decisions of users taken on the basis of the financial 
statements.  

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 
professional judgment and maintain professional skepticism throughout the audit.    

We also:  

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion.

• Obtain an 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 expressing an opinion on the
effectiveness of the Entity's internal control.
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• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

• Conclude on the appropriateness of management's use of the going 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 ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditors’ report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’ report.
However, future events or conditions may cause the Entity to cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

• Communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the group Entity to express an opinion on the financial statements. We are responsible for
the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

Chartered Professional Accountants, Licensed Public Accountants    

The engagement partner on the audit resulting in this auditor’s report is Pieter Fourie.  

May 15, 2020   
Toronto, Canada  
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(in thousands of United States dollars) Notes 2019 2018 2017 Jan 1, 2017 
Assets 
Current assets 

Interest receivable $ 140 $ - $ 514 $ 16 
Gold prepay loan 5 6,842 13,996 12,349 12,413 
Other assets 6 300 - - - 

Total current assets 7,282 13,996 12,863 12,429 

Non-current assets 
Gold prepay loan 5 - 3,384 16,101 25,822 
Stream interests 6 68,973 21,564 7,649 10,086 

Total non-current assets 68,973 24,948 23,750 35,908 

Total assets 76,255 38,944 36,613 48,337 

Liabilities 
Current liabilities 

Accounts payable and accrued liabilities 375 58 116 - 
Total current liabilities 375 58 116 - 

Total non-current liabilities - - - - 

Total liabilities 375 58 116 - 

Equity 
Net parent investment 75,880 38,886 36,497 48,337 

Total equity 75,880 38,886 36,497 48,337 

Total liabilities and equity $ 76,255 $ 38,944 $ 36,613 $ 48,337 
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Orion Fund II Portfolio 
Combined Carve-out Statements of Income and Comprehensive Income 

 

Years ended December 31 
(in thousands of United States dollars) Notes 2019 2018 2017 
Revenue 

9 
Gold and silver sales $ 17,377 $ 15,293 $ 15,417 

Total revenue 17,377 15,293 15,417 

Cost and expenses 
Purchased cost of gold and silver 10 14,670 12,935 13,009 
Depletion of stream interests 2,591 2,085 2,437 
Deal expenses 12 335 237 547 
General and administrative 2,071 1,251 1,025 
Other expenses 42 71 7 

Total costs and expenses 19,709 16,579 17,025 

Operating loss (2,332) (1,286) (1,608) 

Other income 
Fair value gains on gold prepay 5 3,458 1,279 2,628 
Interest income on gold prepay 5 832 1,574 2,316 

Total other income 4,290 2,853 4,944 

Income before income taxes 1,958 1,567 3,336 

Income tax expense - - - 

Net income and comprehensive income 1,958 1,567 3,336 

Attributable to: 

Owners of Orion Fund II Portfolio $ 1,958 $ 1,567 $ 3,336 
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Orion Fund II Portfolio 
Combined Carve-out Statements of Cash Flows 

 

Years ended December 31 
(in thousands of United States dollars) Notes 2019 2018 2017 

Cash flows from operating activities 
Net income for the year $ 1,958 $ 1,567 $ 3,336 
Adjustments for: 

Depletion 2,591 2,085 2,437 

Change in fair value of gold prepay loan (3,458) (1,279) (2,628) 

Interest income (832) (1,574) (2,316) 

Interest received 692 2,088 1,818 

Cost of sales related to gold prepay loan 10 13,996 12,349 12,413 

Changes in other assets and liabilities 
Trade receivables - - - 

Other assets (300) - - 

Accounts payable and accrued liabilities 317 (58) 116

Cash provided by operating activities 14,964 15,178 15,176 

Cash flow from investing activities 
Acquisition of stream interests 6 (50,000) (16,000) - 

Cash used in investing activities (50,000) (16,000) - 

Cash flow from financing activities 
Net parent investment 35,036 822 (15,176) 

Net cash provided by (used in) financing activities 35,036 822 (15,176) 

Net change in cash and cash equivalents - - - 
Cash and cash equivalents at beginning of year - - - 
Cash and cash equivalents at end of year 1 $ - $ - $ -
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Orion Fund II Portfolio 
Combined Carve-out Statement of Changes in Net Parent Investment 

 

(in thousands of United States dollars) Notes Net Parent Investment 

Balance as of January 1, 2017 1 $ 48,337 
Net income 3,336 
Net parent investment (15,176) 

Balance as of December 31, 2017 36,497 
Net income 1,567 
Net parent investment 822 

Balance as of December 31, 2018 38,886 
Net income 1,958 
Net parent investment 35,036 

Balance as of December 31, 2019 $ 75,880 
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For the years ended December 31, 2019, 2018 and 2017 
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(In thousands of US dollars) 

Note 1 - Basis of Presentation 

These carve-out financial statements have been prepared by management of The Orion Mine 
Finance Group of Funds (“Orion”) in connection with the February 23, 2020 agreement for the 
proposed sale of a portfolio of investments in mining assets owned by Orion, to Guerrero 
Ventures Inc. (“Guerrero”) in exchange for common shares of Guerrero as consideration (the 
“Orion Vend In Agreement”).   

Through the Orion Vend In Agreement, Guerrero will, among other things, acquire the following 
assets from Orion (referred to herein as the “Orion Fund II Portfolio”): 

1. Blyvoor Gold Stream (“Blyvoor”);
2. Woodlawn Silver Stream and Lead Marketing Fee Arrangement (“Woodlawn”);
3. Mercedes and South Arturo Silver Streams (“Mercedes”); and
4. Premier Gold Prepay Loan (“Premier”).

The above Orion Fund II Portfolio assets will be acquired through the purchase of the shares of OMF Fund II 
SO Ltd. (“OMF SO”) and the direct purchase of Woodlawn from OMF Fund II (Li) LP (“OMF Li”). OMF SO is a 
holding company whose sole business activity is to hold various stream and other assets. Prior to the 
completion of the Orion Vend In Agreement, the business of OMF SO will be reorganized such that its sole 
business activity will be to hold the Blyvoor Gold Stream, the Mercedes and South Arturo Silver Stream and 
the Premier Gold Prepay Loan.  

These combined carve-out financial statements of Orion Fund II Portfolio represent the activities, assets and 
liabilities of the Orion Fund II Portfolio on a “carve-out” basis, rather than representing the legal structure. 
For all periods presented in these combined carve-out financial statements, the economic activities related to 
the Orion Fund II Portfolio are combined as they were under common control. The combined carve -out 
financial statements of Orion Fund II Portfolio have been prepared for the purpose of presenting the financial 
position, results of operations and cash flows of the Orion Fund II Portfolio on a stand-alone basis and 
inclusion in the Guerrero filing statement to be filed with the TSX Venture Exchange. 

Where appropriate, certain transactions and balances have been attributed to the Orion Fund II 
Portfolio based on specific identification or allocation. This allocation has been completed based on 
the following general process: 

• Receivables and payables: unless balances could be specifically assigned, these are not
allocated to the investments.

• Management fee expenses and payables are allocated according to the respective cost of
investments.
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(In thousands of US dollars) 
• Other general and administrative expenses: unless they can be specifically assigned, these

are allocated across all investments according to the fair market value of the investments.
• Cash or cash equivalent balances: the Orion Fund II Portfolio does not maintain its own

cash accounts and all historical cash flows are received and paid by the Orion Funds
that own the portfolio assets. As a result, no cash or cash equivalent balances have
been included in the combined carve-out financial statements and the net cash flows
are reflected in the Net Parent Investment equity account in these carve-out financial
statements.

Net parent investment represents contributions by Orion to the Orion Fund II Portfolio for purposes 
of investment in the Orion Fund II Portfolio assets less amounts owed to Orion for management fees 
and other general and administrative expenses and the net cash flows of the Orion Fund II Portfolio 
from the purchase and sale of metals, as the Orion Fund II Portfolio does not hold its own cash 
balances as noted above. 

The combined carve-out financial statements may not be indicative of Orion Fund II Portfolio’s future 
performance and they do not necessarily reflect what its combined results of operations, financial 
position and cash flows would have been had Orion Fund II Portfolio operated as an independent 
entity and had it presented stand-alone financial statements during the periods presented. 

Note 2 –Statement of Compliance and Initial Adoption of IFRS 

These combined carve-out financial statements have been prepared in accordance with the 
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting 
Standards Board (“IASB”), International Accounting Standards (“IAS”s) and interpretations issued by 
the IFRS Interpretations Committee (“IFRIC”s) and the former Standing Interpretations Committee 
(“SIC”s). These are Orion Fund II Portfolio’s first annual combined carve-out financial statements 
prepared under IFRS and have been prepared in accordance with IFRS 1 First-time Adoption of 
International Financial Reporting Standards (“IFRS 1”). Orion Fund II Portfolio’s date of transition to 
IFRS is January 1, 2017 (the “Transition Date”). 

IFRS does not provide guidance for the preparation of carve-out financial statements, and accordingly 
in preparing the combined carve-out financial statements, certain accounting conventions commonly 
used for the preparation of historical financial statements have been applied. The combined carve- 
out financial statements have been prepared in accordance with the basis of preparation and 
accounting policies set out below. 

Prior to the adoption of IFRS, Orion Mine Finance Fund II LP (“Fund II”) and most of its investee 
funds, were prepared in accordance with U.S. generally accepted accounting principles 
(“USGAAP”) which differs in some material respects from IFRS. The Transition Date balance sheet 
and the comparative amounts have been restated to reflect the accounting policies at December 
31, 2019. 
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(In thousands of US dollars) 

Certain optional exemptions and certain mandatory exceptions as applicable for first-time IFRS 
adopters have been applied in preparing the combined carve-out financial statements of Orion Fund 
II Portfolio. Estimates made in preparing the combined carve-out financial statements reflect the 
facts and circumstances which existed at the time such estimates were made. 

The following optional exemption of IFRS 1 has been applied in preparing the combined carve-out 
financial statements. 

(i) IFRS 1 permits an entity to use fair value in its opening IFRS statement of financial
position as deemed cost an item of property, plant and equipment.

Since no financial statements of Orion Fund II Portfolio have previously been prepared, the combined 
carve-out financial statements do not include any IFRS first time adoption reconciliations. 

These combined carve-out financial statements were approved for issuance by Orion Mine Finance 
GP II Limited as the general partner of Orion Mine Finance GP II LP who is the general partner of Fund 
II and OMF Li on May 14, 2020.   

Note 3 - Significant Accounting Policies 

(a) Principles of combination

The combined carve-out financial statements comprise the carve-out financial statements of Orion 
Fund II Portfolio. 

All intercompany accounts, transactions, income and expenses, and profits or losses have been 
eliminated on combination.  

(b) Currency translation

(i) Functional and presentation currency

These combined carve-out financial statements are expressed in United States dollars, which is 
the functional currency of Orion Fund II Portfolio. 

(ii) Foreign currency transactions and balances

Foreign currency transactions are translated into the functional currency of Orion Fund II 
Portfolio, using the exchange rate prevailing at the dates of the applicable transactions. Foreign 
exchange gains and losses resulting from the settlement of such transactions and the re-
measurement of monetary items and available-for-sale securities at the date of the consolidated 
statements of financial position are recognized in net income. Non-monetary items measured at 
historical cost are translated into the functional currency using the exchange rate at the dates of 
the applicable transactions. 
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(In thousands of US dollars) 

(c) Stream interests

Stream interests consist of an upfront deposit paid for the right to receive future production of 
mining properties at fixed future prices or prices based on a % of the market price of the underlying 
commodity. Stream interests are recorded at cost and capitalized as tangible assets with finite lives. 
The cost of the asset is determined with reference to the cost model under IAS 16 Property, Plant 
and Equipment and includes the purchase price, and any closing costs directly attributable to the 
acquisition of the assets. The purchase price of the asset is the aggregate cash amount as well as the 
fair value of any other non-cash consideration given to acquire the asset. In subsequent periods, the 
assets are measured at cost less accumulated depletion and accumulated impairment losses. 

Producing stream interests are depleted using the units-of-production method over the life of the 
property to which the interest relates. The life of the property is estimated using life of mine models 
specifically associated with the stream properties which include proven and probable reserves and 
may include a portion of resources expected to be converted into reserves. Stream interests in 
development stage and exploration stage properties are not amortized until production begins. 

(d) Gold prepay loan

The gold prepay loan investment is a senior-secured loan whereby in September 2016, Orion Fund II 
Portfolio advanced $42.2M in cash to Premier Gold Mines Limited (“Premier”).  The gold prepay loan 
is repayable by Premier by transfer of a fixed amount of gold to be delivered (2,450 oz) each quarter 
until June 30, 2020. The gold prepay loan also bears interest at 6.5% payable quarterly in cash.  The 
predominant feature of the contract is the delivery of the commodity (gold), therefore, the gold 
prepay loan does not meet the definition of a financial asset and is therefore not explicitly within the 
scope of IFRS 9 Financial Instruments. However, a “substance-based” accounting model has been 
applied due to the lack of specific IFRS guidance, and management has assessed that the gold prepay 
is in substance a financing arrangement. As a result, the guidance in IFRS 9 has been applied by 
analogy. As the payments under the loan do not consist of solely payments of principal and interest, 
the gold prepay loan is accounted as a financial asset at fair value through profit and loss. Throughout 
the year, deliveries of gold are recorded as inventory and as a reduction in the loan balance based on 
the fair value of the gold on the delivery date, reflecting partial settlement of the fair value of the 
loan at each delivery date. The fair value of the gold prepay loan is determined exclusive of interest 
income which is presented separately from fair value gains in other income in the statements of 
income  and comprehensive income. 

Interest receivable is recorded to the extent that coupon interest of 6.5% has not been paid as of the 
reporting date. The current portion of the gold prepay loan has been determined at each reporting 
date based on the fair value of the gold required to be delivered in the following year. 
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(In thousands of US dollars) 

(e) Impairment of non-financial assets

Stream interests are reviewed for impairment if there is any indication that the carrying amount may 
not be recoverable. Impairment is assessed at the level of cash-generating units (“CGUs”) which, in 
accordance with IAS 36 Impairment of Assets, are identified as the smallest identifiable group of 
assets that generates cash inflows, which are largely independent of the cash inflows from other 
assets. This is usually at the individual stream for each property from which cash inflows are 
generated. 

An impairment loss is recognized for the amount by which the asset’s carrying value exceeds its 
recoverable amount, which is the higher of fair value less costs of disposal (“FVLCD”) and value-in-use 
(“VIU”). The future cash-flow expected is derived using estimates of proven and probable reserves, a 
portion of resources that is expected to be converted into reserves and information regarding the 
mineral properties that could affect the future recoverability of Orion Fund II Portfolio’s interests. 
Discount factors are determined individually for each asset and reflect their respective risk profiles. In 
certain circumstances, Orion Fund II Portfolio may use a market approach in determining the 
recoverable amount which may include an estimate of (i) net present value of estimated future cash 
flows; and (ii) the dollar value per ounce or pound of reserve/resource. Impairment losses are 
charged to the mineral interest. Assets are subsequently reassessed for indications that an 
impairment loss previously recognized may no longer exist. An impairment charge is reversed if the 
conditions that gave rise to the recognition of an impairment loss are subsequently reversed and the 
asset’s recoverable amount exceeds its carrying amount. Impairment losses can be reversed only to 
the extent that the recoverable amount does not exceed the carrying value that would have been 
determined had no impairment been recognized previously. 

(f) Financial instruments

Financial assets and financial liabilities are recognized on Orion Fund II Portfolio’s balance sheet when 
Orion Fund II Portfolio has become a party to the contractual provisions of the instrument. Financial 
assets are derecognized when the rights to receive cash flows from the assets have expired or have 
been transferred and Orion Fund II Portfolio has transferred substantially all risks and rewards of 
ownership. Orion Fund II Portfolio’s financial instruments consist of receivables, gold prepay loan and 
accounts payables and accrued liabilities. Financial instruments are recognized initially at fair value. 

(i) Financial assets

Financial assets of Orion Fund II Portfolio include receivables and the gold prepay loan. 
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(ii) Impairment of financial assets

Orion Fund II Portfolio recognizes loss allowances for expected credit losses (“ECLs”) on financial 
assets measured at amortized cost. Orion Fund II Portfolio’s financial assets subject to impairment 
are its accounts receivable. Orion Fund II Portfolio uses a simplified approach to always measure 
loss allowances for its accounts receivable at an amount equal to lifetime ECLs. 

(iii) Financial liabilities

Financial liabilities, including accounts payable and accrued liabilities are classified as other 
financial liabilities at amortized cost using the effective interest method. 

(g) Revenue recognition

Revenue relating to the sale of metals is recognized when control of the metal is transferred to the 
customer in an amount that reflects the consideration Orion Fund II Portfolio expects to receive in 
exchange for those products. In determining whether Orion Fund II Portfolio has satisfied the 
performance obligation, it considers the indicators of the transfer of control, which include, but are 
not limited to, whether Orion Fund II Portfolio has a present right of payment; the customer has legal 
title to the asset; Orion Fund II Portfolio has transferred physical possession of the asset to the 
customer; and the customer has the significant risks and rewards of ownership of the products. 

(h) Costs of sales

Cost of sales represents the purchase price for silver sold that was acquired under Orion Fund II 
Portfolio’s stream agreement and gold received as non cash settlement of the gold prepay loan. For 
stream agreements, Orion Fund II Portfolio purchases silver for a cash payment stipulated in the 
specific agreement. For the gold prepay loan there are no cash payments under the agreement. 
Deliveries of gold are recorded as inventory based on the fair value of the gold on the delivery date, 
and is recorded in cost of sales once the respective gold ounces are sold. 

(i) Income taxes

Current income tax represents the amounts payable historically that were in respect of Orion Fund II 
Portfolio which is $nil as the included within the combined carve-out financial statements are not 
subject to income taxes. 

Deferred income tax is determined using the expected manner of recovering the accounting carrying 
value of assets and is recorded using the assets and liabilities method, which compares the 
accounting and tax basis of Orion Fund II Portfolio’s assets and liabilities and deferred taxes are 
recognized with respect to the temporary differences between such basis. 

No deferred taxes are recognized for the following temporary differences: the initial recognition of 
assets and liabilities in a transaction other than a business acquisition and that does not affect the 
accounting or tax result, and differences related to investments in subsidiaries and joint ventures to 
the extent it is probable that they will not be reversed in a foreseeable future. 
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Deferred taxes are calculated using rates that are expected to apply to temporary differences when 
they are reversed, based on enacted laws or laws which have been substantially enacted as at the 
reporting. 
date. Deferred taxes are calculated using rates that are expected to apply to temporary differences 
when they are reversed, based on enacted laws or laws which have been substantially enacted as at 
the reporting date. The tax amounts recorded in the combined carve-out income statements are not 
necessarily representative of the tax amounts that may arise in the future. 

New Accounting Standards Issued But Not Yet Effective 

Amendments to IFRS 3: Definition of a Business 

In October 2018, the IASB issued amendments to the definition of a business in IFRS 3 Business 
Combinations to help entities determine whether an acquired set of activities and assets is a business 
or not. They clarify the minimum requirements for a business, remove the assessment of whether 
market participants are capable of replacing any missing elements, add guidance to help entities 
assess whether an acquired process is substantive, narrow the definitions of a business and of 
outputs, and introduce an optional fair value concentration test. New illustrative examples were 
provided along with the amendments. Since the amendments apply prospectively to transactions or 
other events that occur on or after the date of first application, Orion Fund II Portfolio will not be 
affected by these amendments on the date of transition. 

Amendments to IAS 1 and IAS 8: Definition of Material 

In October 2018, the IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 
8 Accounting Policies, Changes in Accounting Estimates and Errors to align the definition of ‘material’ 
across the standards and to clarify certain aspects of the definition. The new definition states 
that, ‘Information is material if omitting, misstating or obscuring it could reasonably be expected to 
influence decisions that the primary users of general purpose financial statements make on the basis 
of those financial statements, which provide financial information about a specific reporting entity.’ 

Amendments to References to the Conceptual Framework in IFRS Standards 

The IASB has issued a revised Conceptual Framework which will be used in standard-setting decisions 
with immediate effect. Key changes include: 

- increasing the prominence of stewardship in the objective of financial reporting,
- reinstating prudence as a component of neutrality,
- defining a reporting entity, which may be a legal entity, or a portion of an entity,
- revising the definitions of an asset and a liability,
- removing the probability threshold for recognition and adding guidance on derecognition
- adding guidance on different measurement basis, and
- stating that profit or loss is the primary performance indicator and that, in principle, income

and expenses in other comprehensive income should be recycled where this enhances the
relevance or faithful representation of the financial statements.
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The above noted amendments to IFRS 3, IAS 1, IAS 8 and the Conceptual Framework are not 
expected to have a material impact on Orion Fund II Portfolio’s financial statements. 

Note 4 - Significant Judgments, Estimates and Assumptions 

The preparation of combined carve-out financial statements in accordance with IFRS requires Orion 
Fund II Portfolio to make judgments, estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosures of contingent assets and liabilities at the date of the consolidated 
financial statements and the reported amounts of revenues and expenses during the reporting 
periods. Estimates and assumptions are continuously evaluated and are based on management’s best 
knowledge of the relevant facts and circumstances, having regard to previous experience. However, 
actual outcomes may differ from the amounts included in the consolidated financial statements. 

In particular, the areas which require management to make significant judgments, estimates and 
assumptions in determining carrying values are: 

Reserves and Resources 

Stream interests comprise a large component of Orion Fund II Portfolio’s assets and as such, the 
reserves and resources of the underlying ore body to which the interests relate may have a 
significant effect on Orion Fund II Portfolio’s financial statements. Estimates are applied in 
determining the depletion of and assessing the recoverability of the carrying value of stream 
interests. In respect of these interests, the public disclosures of reserves and resources that are 
released by the operators of these interests involve assessments of geological and geophysical 
studies and economic data and the reliance on a number of assumptions, including commodity prices 
and production costs. These assumptions are, by their very nature, subject to interpretation and 
uncertainty. 

The estimates of reserves and resources may change based on additional knowledge gained 
subsequent to the initial assessment. Changes in the estimates of reserves and resources may 
materially affect the recorded amounts of depletion and the assessed recoverability of the carrying 
value of the stream interests. 

Accounting for Stream Interests and Gold Prepay Loan 

Management has applied significant judgment in determining the accounting for the stream interests 
and gold prepay loan which involves evaluation of the terms and conditions of the arrangements as 
well as a number of factors including whether the arrangements expose to Orion Fund II Portfolio to 
development, production and price risk, the duration of the arrangement and how it compares to life 
of mine, the linkage of the arrangement to a specific mineral property or properties, how future 
payments for deliveries are determined and the correlation between the initial investment made by 
Orion Fund II Portfolio and the share of output from the mineral properties. As a result of this 
evaluation, management has concluded that the stream interests are in substance the acquisition of 
mineral properties and that the gold prepay is in substance a financing arrangement. 
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Impairment of Stream Interests 

Assessment of impairment of stream interests requires the use of judgments, assumptions and 
estimates when assessing whether there are any indicators that could give rise to the requirement to 
conduct a formal impairment test on Orion Fund II Portfolio’s stream interests. The assessment of fair 
values requires the use of estimates and assumptions for recoverable production, long-term 
commodity prices, discount rates, reserve/resource conversion, foreign exchange rates, future capital 
expansion plans and the associated production implications. Changes in any of the assumptions and 
estimates used in determining the fair value of the stream interests, investments measured at cost, 
could impact the impairment analysis. 

Note 5 – Gold Prepay Loan 

Orion provided a $42.2 million senior-secured gold prepay facility to Premier Gold Mines Limited in 
September 2016. The investment is secured by the assets of the Mercedes mine in 2016 and in 2019 
the assets of the South Arturo mine were also added as security. Under this arrangement, Orion 
Fund II Portfolio receives 2,450 oz of gold and interest of 6.5% payable quarterly in cash. Current and 
long-term portions of the gold prepay loan is as follows: 

December 31, 2019 December 31, 2018 December 31, 2017 
Total $ 6,842 $ 17,380 $ 28,450 
Less: current portion (6,842) (13,996) (12,349) 
Long-term portion $ - $ 3,384 $ 16,101 

Fair value gains resulting from the change in fair value of the gold prepay of $3,458 (2018 - $1,279, 
2017 - $2,628) and interest income of $832 (2018 - $1,574, 2017 – $2,316) have been recorded in 
other income in the statements of income and comprehensive income. Refer to Note 7 for further 
information on the fair value of the gold prepay loan. 
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Note 6 – Stream Interests 

The following table summarizes the carrying values of Orion Fund II Portfolio’s stream interests as at 
December 31, 2019, 2018 and 2017, respectively: 

Stream interests 
Cost 
Balance at January 1, 2017 $ 10,086 

 Additions - 
Balance at December 31, 2017 10,086 
Accumulated Depletion 
Balance at January 1, 2017 - 

 Depletion charge for the year 2,437 
Balance at December 31, 2017 

2,437 

 Carrying amount at December 31, 2017 
7,649 

Cost 
Balance at January 1, 2018 10,086 

 Additions 16,000 
Balance at December 31, 2018 26,086 
Accumulated Depletion 
Balance at January 1, 2018 2,437 

 Depletion charge for the year 2,085 
Balance at December 31, 2018 

4,522 

 Carrying amount at December 31, 2018 
21,564 

Cost 
Balance at January 1, 2019 26,086 

 Additions 50,000 
Balance at December 31, 2019 76,086 
Accumulated Depletion 
Balance at January 1, 2019 4,522 

 Depletion charge for the year 2,591 
Balance at December 31, 2019 

7,113 

Carrying amount at December 31, 2019 $ 68,973 
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A brief overview of the above assets is as follows: 

1. Blyvoor Gold Stream:
Blyvoor Gold Capital (Pty.) Ltd. is a private South African company restarting the Blyvoor Gold
Mine, a major historic producer located on the West Witswatersrand, South Africa. On
August 30, 2018, Orion Fund II Portfolio committed to a purchase a $37,000 secured gold
stream, the upfront deposit was advanced in 2019. The stream is secured against the
property and assets of Blyvoor Gold Capital (Pty.) Ltd.  The gold stream provides Orion Fund II
Portfolio with the rights to a specific amount of each outtake at the mine. Until 300,000 oz
are delivered, Orion will receive 10% of each outtake until 16,000 oz. are delivered in that
calendar year and 5% thereafter in respect of each outrun for that calendar year. After
300,000 oz. are delivered, Orion will receive 0.5% of each outtake until a maximum of
100,000 oz have been produced by the seller in a calendar year. The stream agreement
expires at 10,320,000 oz. of gold being produced by the mine. Orion Fund II Portfolio will pay
$572/oz. delivered under the stream agreement.

2. Woodlawn Silver Stream:
Heron Resources Limited (ASX: HRR) is an Australian-based company that is the 100% owner
of the Woodlawn mine located in New South Wales, Australia. During August of 2017, Orion
Fund II Portfolio committed to purchase a $16,000 silver stream, the upfront deposit was
advanced in 2018.

The silver stream provides Orion Fund II Portfolio with the rights to a specific amount of each
outtake at the mine. Orion will receive 80% of each outtake until 2,150,000 oz. of silver have
been delivered. Between 2,150,000 oz. and 3,400,000 of silver being delivered, Orion Fund II
Portfolio will receive 40% of each outtake. Thereafter, Orion Fund II Portfolio will receive 25%
of each outtake until the stream agreement expires (agreement expires 10 years subsequent
to mining activity ceasing at the mine). For each ounce of silver acquired, Orion Fund II
Portfolio will pay 20% of the fair market value of silver.

In October 2019, Orion Fund II Portfolio increased its investment by $3,000. This increased
investment provided Orion Fund II Portfolio with the rights to receive a specific amount of
each zinc outtake. Orion Fund II Portfolio will receive 0.30% of the first 140 tonnes of zinc
being delivered. Between 140 tonnes and 910 tonnes of zinc being delivered, Orion Fund II
Portfolio will receive 1.15%.
Between 910 tonnes and 4,200 tonnes of zinc being delivered, Orion Fund II Portfolio will
receive 2.25%. Thereafter, Orion Fund II Portfolio will receive 0.75% of each tonne of zinc
outtake until the stream agreement expires. The amount of zinc is then converted to silver at
a rate of 170.2 oz. of silver per metric tonne of zinc. The converted amount of silver is
delivered to Orion Fund II Portfolio. For each ounce of silver acquired, Orion Fund II Portfolio
will pay 20% of the fair market value of silver.

As part of the stream arrangement, Orion Fund II Portfolio also entered into a Lead
Marketing Agreement whereby Orion Fund II Portfolio will receive a marketing fee equal to
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0.2% of lead sale proceeds until 100,000 tonnes of lead have been sold by Heron Resources 
Limited. 

3. Mercedes and South Arturo Silver Streams:
Premier Gold Mines Limited (TSX: PG) is a Canadian-based company with mining assets in
Mexico, Nevada and Ontario. Orion Fund II Portfolio provided financing for the acquisition of
the producing Mercedes mine in Mexico on September 30, 2016. The initial investment was
comprised of a $42,200 senior-secured gold prepay facility (see Note 5), and an $11,500
silver stream. In January 2019, the silver stream was increased to $21,500.

The silver stream provides Orion Fund II Portfolio with the rights to a specific amount of each
outtake at the Mercedes mine. Orion Fund II Portfolio will receive 50% of each outtake within
the first anniversary of the agreement. During the second anniversary of the agreement,
Orion Fund II Portfolio will receive 60% of each outtake and 70% of each outtake thereafter.
These percentages remain in place until 1,250,000 oz. of silver have been delivered. Between
1,250,000 oz. and 2,000,000 oz. of silver being delivered, Orion Fund II Portfolio will receive
25% of each outtake. Thereafter, Orion Fund II Portfolio will receive 12.5% of each outtake
until 2,150,000 oz. of silver have been outturned. Between 2,150,000 oz. and 3,400,000 oz. of
silver being delivered, Orion will receive 40% of each outtake. Thereafter, Orion Fund II
Portfolio will receive 25% of each outtake until the agreement expires. For each ounce of
silver acquired, Orion Fund II Portfolio will pay 20% of the fair market value of silver.

On January 31, 2019, Orion Fund II Portfolio advanced and additional $10,000 through an
amended silver stream. The amended silver stream contract includes 100% of payable silver
production from Mercedes and South Arturo, and after a total 3,750,000 oz. of silver are
delivered, the designated percentage of each outtake decreases to 30%. Until 2,100,000 oz.
are delivered, a minimum of 300,000 oz. must be delivered annually. The minimum oz. can
be delivered in silver or gold at a conversion rate of 1/75th oz of gold for each oz of silver. For
each ounce of silver acquired, Orion Fund II Portfolio will pay 20% of the fair market value of
silver.

Other assets of $300 (2018 - $nil, 2017 - $nil) consists of the minimum oz. remaining to be
delivered (83,000 oz.) under the Mercedes and South Arturo Silver Streams as at December
31, 2019. The asset has been measured at the cost of the silver to be received with an equal
amount recorded as an accrued liability. Orion Fund II Portfolio received 18,142 oz. of silver
and 877 oz. of gold in 2020. The metals were received over the period of January 27, 2020 to
February 4, 2020. The metals were subsequently sold by Orion Fund II Portfolio for total
proceeds of $1,714.
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Note 7 - Fair Value Measurements 

The objective of a fair value measurement is to estimate the price at which an orderly transaction to 
sell an asset or to transfer a liability would take place between market participants at the 
measurement date under current market conditions. For some assets and liabilities, observable 
market transactions or market information might be available. 

For other assets and liabilities, observable market transactions and market information might not be 
available. The fair value hierarchy establishes three levels to classify the inputs to valuation 
techniques used to measure fair value. Level 1 inputs are quoted prices (unadjusted) in active 
markets for identical assets or liabilities. Level 2 inputs are quoted prices in markets that are not 
active, quoted prices for similar assets or liabilities in active markets, inputs other than quoted prices 
observable for the asset or liability (for example, interest rate and yield curves observable at 
commonly quoted intervals, forward pricing curves used to value currency and commodity contracts 
and volatility measurements used to value option contracts), or inputs that are derived principally 
from or corroborated by observable market data or other means. Level 3 inputs are unobservable 
(supported by little or no market activity). The fair value hierarchy gives the highest priority to Level 1 
inputs and the lowest priority to Level 3 inputs. 

The gold prepay is measured at fair value at each reporting date and is classified as Level 3 within the 
fair value hierarchy. The significant unobservable inputs used in the fair value measurements 
categorized within Level 3 of the fair value hierarchy, together with a quantitative sensitivity analysis 
as at December 31, 2019, 2018 and 2017 are shown below: 

Valuation 
technique 

Significant 
unobservable 
Inputs 

Range 
(weighted 
average) 

Sensitivity of the 
input to fair value 

Gold Prepay Market Approach Yield to Maturity 2019: 13.65% - 5% (2018: 5%, 2017: 
13.65% 5%) increase 
2018: 15.33% - (decrease) would result 
15.58% in 
2017: 11.12% - a (decrease) increase in 
12.37% fair value by ($59) and 

$15 
(2018: $nil; 2017: $nil) 

The fair value of the gold prepay is also sensitive to changes in the price of gold. The range of gold 
prices used to value the loan at each reporting date are as follows: 

• December 31, 2019 - $1,400 - $1,505
• December 31, 2018 - $1,275 - $1,330
• December 31, 2017 - $1,295 - $1,300
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Fair Values of remaining Financial Assets and Liabilities 

The fair value of Orion Fund II Portfolio’s remaining financial assets and liabilities which include trade 
receivables and accounts payable and accrued liabilities approximate their carrying values due to 
their short-term nature. 

Note 8 - Financial Risk Management 

Orion Fund II Portfolio’s financial instruments are comprised of financial assets and liabilities. Orion 
Fund II Portfolio’s principal financial liabilities comprise accounts payable and accrued liabilities. 
Orion Fund II Portfolio’s principal financial assets are trade receivables, interest receivable and the 
gold prepay loan. The main purpose of these financial instruments is to manage short-term cash 
flow and working capital requirements and fund future acquisitions 

Orion Fund II Portfolio is engaged in the business of acquiring, managing and creating resource 
streams. Streams are interests that provide the right to revenue or production from the various 
properties. These activities expose Orion Fund II Portfolio to a variety of financial risks, which include 
direct exposure to market risks (which includes commodity price risk, foreign exchange risk and 
interest rate risk), credit risk, liquidity risk and capital risk management. 

Management designs strategies for managing some of these risks, which are summarized below. 
Orion Fund II Portfolio’s executive management oversees the management of financial risks. Orion 
Fund II Portfolio’s executive management ensures that its financial risk-taking activities are governed 
by appropriate policies and procedures and that financial risks are identified, measured and managed 
in accordance with Orion Fund II Portfolio’s policies and risk appetite. 

Orion Fund II Portfolio’s overall objective from a risk management perspective is to safeguard its 
assets and mitigate risk exposure by focusing on security rather than yield. 

(a) Market Risk

Market risk is the risk that changes in market factors, such as commodity prices, foreign exchange 
rates or interest rates, will affect the value of Orion Fund II Portfolio’s financial instruments. Orion 
Fund II Portfolio is exposed to the following market risks: 

Commodity Price Risk 

Revenue, cash flow and net income from any of Orion Fund II Portfolio’s stream will be influenced by 
the price of gold and silver and by the relationship of such prices to the pre-determined cost of 
purchasing gold and silver. Such prices can fluctuate widely and are affected by numerous factors 
beyond the control of Orion Fund II Portfolio. 
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Foreign Exchange Risk 

The functional currencies of Orion Fund II Portfolio and its subsidiaries is the U.S. dollar. As most of 
Orion Fund II Portfolio’s assets and liabilities are in the U.S. dollar, the risk of which Orion Fund II 
Portfolio is exposed to currency fluctuations relative to the U.S. dollar on balances and transactions 
that are denominated and settled in other currencies are immaterial. 

Interest Rate Risk 

Interest rate risk refers to the risk that the value of a financial instrument or cash-flows associated 
with the instrument will fluctuate due to changes in market interest rates. Currently, Orion Fund II 
Portfolio is not exposed to interest rate risk since it does not hold cash, cash equivalents and short- 
term investments. 

(b) Credit Risk

Credit risk is the risk that a third party might fail to fulfill its performance obligations under the terms 
of a financial instrument, leading to a financial loss. Credit risk arises from trade receivables and the 
gold prepay loan. In the case of the gold prepay loan, Orion Fund II Portfolio will receive a fixed 
quantity (2,450 oz.) of gold on a quarterly basis, in return for its investment. However, Orion Fund II 
Portfolio does not have control over the market price of gold. 

Orion Fund II Portfolio closely monitors its financial assets and as such does not have any significant 
concentration of credit risk. As at December 31, 2019, Orion Fund II Portfolio is unaware of any 
information which would cause it to believe that these financial assets are not fully recoverable. 

(c) Liquidity Risk

Liquidity risk is the risk of loss from not having access to sufficient funds to meet both expected and 
unexpected cash demands. Orion Fund II Portfolio, through the Fund II, manages its exposure to 
liquidity risk through prudent management of its statement of financial position, including 
maintaining sufficient cash balances and access to undrawn credit facilities. Fund II has in place a 
planning and budgeting process to help determine the funds required to support Fund II’s normal 
operating requirements on an ongoing basis. Management continuously monitors and reviews both 
actual and forecasted cash-flows, including acquisition activities. 

As at December 31, 2019, Orion Fund II Portfolio held $140 in interest receivables. All of Orion Fund 
II Portfolio’s financial liabilities are due within one year. Orion Fund II Portfolio’s near-term cash 
requirements include corporate administration costs, certain costs of sales, including the purchase 
commitments described in Note 11. 
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Note 9 - Revenue 

Revenue is comprised of the following: 

Years ended December 31 
2019  2018  2017 

Gold sales $ 14,015 $ 12,361 $ 12,434 
Silver sales 3,362 2,932 2,983 
Total $ 17,377 $ 15,293 $ 15,417 

Note 10 - Costs of Sales 

Cost of sales is comprised of the following: 

Years ended December 31 
2019  2018  2017 

Cost of gold sales $ 13,996 $ 12,349 $ 12,413 
Cost of silver sales 674 586 596 
Total $ 14,670 $ 12,935 $ 13,009 

Cost of gold sales represents the fair value of gold received as non-cash settlement of the gold prepay loan, 
see note 2(h).   

Note 11 – Commitments and Obligations 

The following table summarizes Orion Fund II Portfolio’s commitments to pay for gold and silver to 
which it has the contractual right pursuant to the associated agreements: 

Attributable Payable Production 
to be Purchased 

Per Ounce Cash 
Payment 

Term of 
Agreement 

Date of 
Contract 

Interest Gold Silver Gold Silver 
Blyvoor1 $ 37 million - Lower of Fair

Market Value or
$572 

- Expires at
10,320,000
oz. delivered

Aug 2018 

Woodlawn2 - $ 19 million - 20% of Fair
market
Value 

10 years
after mining
activity
ceases

Aug 2017 and Oct 
2019 

Mercedes 
and South 
Arturo3

$ 42.2 million $ 21.5 
million 

- 20% of Fair
market
Value 

10 years after
mining 
activity
ceases

Sept 2016 
and Jan 2019 
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1. Orion Fund II Portfolio is committed to 10% of each outtake until 160,000 oz. are delivered. Between 160,000 oz. 
and 300,000 oz. being delivered, Orion Fund II Portfolio is committed 5% of each outtake. After 300,000 oz. are
delivered, Orion Fund II Portfolio is committed to 0.5% of each outtake until the stream agreement expires. 

2. Orion Fund II Portfolio is committed to 80% of each outtake until 2,150,000 oz. of silver have been delivered. 
Between 2,150,000 oz. and 3,400,000 oz. of silver being delivered, Orion Fund II Portfolio is committed to 40% of 
each outtake. Thereafter, Orion Fund II Portfolio is committed to 25% of each outtake until the stream agreement
expires. The stream agreement was amended in October 2019 to include zinc outtake whereby Orion Fund II
Portfolio will receive 0.3% of the first 140 tonnes of zinc delivered, 1.15% between 140 tonnes and 910 tonnes of 
zinc delivered, 2.25% between 910 tonnes and 4,200 tonnes of zinc delivered and 0.75% thereafter until the
stream agreement expires. The amount of zinc is then converted to silver at a rate of 170.2 oz. of silver per metric
tonne of zinc. Orion Fund II Portfolio also has a Lead Marketing Agreement whereby Orion Fund II Portfolio will
receive a marketing fee equal to 0.2% of lead sale proceeds until 100,000 tonnes of lead have been sold. 

3. As per the September 2016 silver stream contract, the Orion Fund II Portfolio is committed to 50% of each outtake
within the first anniversary of the stream agreement. During the second anniversary of the stream agreement, 
Orion Fund II Portfolio is committed to 60% of each outtake and 70% of each outtake thereafter. These
percentages remain in place until 1,250,000 oz. of silver have been delivered. Between 1,250,000 oz. and
2,000,000 oz. of silver being delivered, Orion Fund II Portfolio will receive 25% of each outtake. Thereafter, Orion
Fund II Portfolio is committed to 12.5% of each outtake until the stream agreement expires (until 2,150,000 oz. of 
silver have been outturned). Between 2,150,000 oz. and 3,400,000 oz. of silver being delivered, Orion Fund II
Portfolio is committed to 40% of each outtake. Thereafter, Orion Fund II Portfolio is committed to 25% of each
outtake until the stream agreement expires (agreement expires 10 years subsequent to mining activity ceasing at
the mine). As per the amended silver stream contract in January 2019, Orion Fund II Portfolio is committed to
100% of payable silver production from Mercedes and South Arturo, and after a total 3,750,000 oz. of silver has
been delivered, the designated percentage of each outtake decreases to 30%. Until 2,100,000 oz of silver has been
delivered, a minimum quantity of 300,000 oz. must be delivered annually. Under the 2016 gold prepay agreement, 
the Orion Fund II Portfolio is committed to 2,450 oz. of gold per quarter until June 30, 2020. 

Note 12 – Related Party Transactions 

Orion Fund II Portfolio has an agreement with Orion Merchant Services LLC (“OMS”), a related party. 
As part of this agreement OMS provides services including but not limited to logistical support, 
customs clearance, negotiation of transportation contracts and assistance with services incidental to 
the purchase and sale of physical metal transactions. As part of this agreement, Orion Fund II 
Portfolio paid OMS $335 in fees for the year ended December 31, 2019 (2018 - $237, 2017 - 
$547). These expenses were included in deal expenses in the combined carve-out statement of 
income and comprehensive income. 

The Orion Fund II Portfolio has appointed Orion Mine Finance Management II Limited, an exempted 
company incorporated under the laws of Bermuda, as its investment manager (the “Investment 
Manager”) in which capacity it is responsible for managing the overall business affairs of Fund II. As 
part of this agreement, Orion Fund II Portfolio paid the Investment Manager $1,962 (2018 - $1,142, 
2017 - $800). These expenses were included in general and administrative expenses in the combined 
carve-out statement of income and comprehensive income. 



Orion Fund II Portfolio 
Notes to Combined Carve-out Financial Statements 
For the years ended December 31, 2019, 2018 and 2017 

Page | 26 

(In thousands of US dollars) 

Note 13 - Subsequent Events 

Gold Prepay Loan 

On March 4th, 2020, Orion Fund II Portfolio increased the principal amount outstanding under its 
existing gold prepay agreement (“Existing Prepay”) by $15,500 (the "Additional Principal Amount"), 
with Premier being required to deliver at least 2,450 ounces of refined gold to Orion Fund II Portfolio 
in each quarter of a calendar year until June 30, 2020, and 1,000 ounces of refined gold thereafter 
(subject to upward and downward adjustments in certain circumstances), until an aggregate of 16,900 
ounces of refined gold (inclusive of the ounces remaining under the Existing Prepay) have been 
delivered to Orion Fund II Portfolio. The threshold gold price per ounce for the downward and upward 
adjustments to the quarterly gold quantity and the aggregate gold quantity deliverable under the 
Second Amended and Restated Gold Prepay Agreement were amended to $1,650 per ounce of gold 
and $1,350 per ounce of gold, respectively. The maturity date under the Second Amended and Restated 
Gold Prepay Agreement was also extended to June 30, 2023. 

COVID-19 
In December 2019, a novel strain of coronavirus (COVID-19) surfaced. The spread of COVID-19 
around the world in the first quarter of 2020 has caused significant volatility in U.S. and international 
markets. There is significant uncertainty around the breadth and duration of business disruptions 
related to COVID-19, as well as its impact on the U.S. and international economies and, as such, the 
Orion Fund II Portfolio is unable to determine if it will have a material impact to its operations.  
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Management's Discussion and Analysis

 For the three years ended December 31, 2019, 2018 and 2017
 
The following management discussion and analysis (“MD&A”) relates to the audited combined carve-out financial 
statements and related notes as at and for the years ended December 31, 2019, 2018 and 2017 (the “Combined 
Carve-out Financial Statements”) of a portfolio of stream and gold prepay loan investments (“Orion Fund II 
Portfolio”) owned and/or controlled by Orion Mine Finance Fund II LP (“Fund II”) and OMF Fund II (Li) LP (“OMF 
Li”) and should be read with the Combined Carve-out Financial Statements. The information included in this 
MD&A is as of May 14, 2020, the date of the Combined Carve-out Financial Statements. All monetary amounts 
included in this MD&A are expressed in thousands of U.S. dollars, Orion Fund II Portfolio’s reporting currency, 
unless otherwise noted. 
 

Description of the Business 

Fund II is an exempted Bermuda limited partnership formed on January 29, 2016. Fund II commenced operations 

on May 25, 2016. Fund II invests in a number of royalties, and streams and other interests in the mining sector. 

The Orion Fund II Portfolio constitutes a portfolio of streams and gold prepay loan owned and/or controlled by 

Fund II and OMF Li. 

Proposed Transaction 

On February 23, 2020, pursuant to an Acquisition Agreement (the “Acquisition Agreement”) among Guerrero 

Ventures Inc. (“Guerrero”), Fund II, OMF Li and Orion Mine Finance Fund III LP (“Fund III”), Guerrero agreed to 

acquire a portfolio of stream and gold prepay loan assets for total consideration of $268 million owned, directly or 

indirectly, or controlled by Fund II, OMF Li and Fund III (collectively “Orion”). The transaction will constitute a 

reverse take-over of Guerrero since Orion will hold approximately 77% of the total shareholding of Guerrero upon 

completion of the reverse take-over. The remaining shareholding will be held by Yamana (13%) and other 

diversified shareholders (10%). Following the transaction, Guerrero will become a diversified royalty company 

(with the corporate name of Nomad Royalty Company Ltd., “NRC”) and is seeking a listing on the Toronto Stock 

Exchange.  

Basis of Presentation of Combined Carve-out Financial Statements 

The Combined Carve-out Financial Statements of Orion Fund II Portfolio represent the activities, assets and 

liabilities of the Orion Fund II Portfolio on a “carve-out” basis, rather than representing the legal structure. For all 

periods presented in the Combined Carve-out Financial Statements, the economic activities related to the Orion 

Fund II Portfolio are combined as they were under common control. The combined carve -out financial statements 

of Orion Fund II Portfolio have been prepared for the purpose of presenting the financial position, results of 

operations and cash flows of the Orion Fund II Portfolio on a stand-alone basis and inclusion in the Guerrero filing 

statement to be filed with the TSX Venture Exchange. 

Selected Financial Information 
 
The following tables summarize Orion Fund II Portfolio’s stream and gold prepay loan interests’ carrying values as 

at December 31, 2019, 2018 and 2017. 

Summary of Stream and Gold prepay loan Interests 

Asset Operator Country Commodity Investment Type Stage as of 

December 31, 

2019 

Blyvoor Blyvoor South Africa Au Stream Construction 
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Woodlawn Heron Australia Ag/Cu/Pb/Zn Stream  Production 

Mercedes Premier Gold Mexico Au, Ag Stream & Gold 

prepay loan 

Production 

South Arturo Nevada Gold Mines USA Au, Ag Stream & Gold 

prepay loan 

Production 

 

Stream interests 

(in thousands of USD) Stream interests 
Cost   
Balance at January 1, 2017  $                10,086  

Additions 
                                

-    

Balance at December 31, 2017 
                      

10,086  
Accumulated Depletion   

Balance at January 1, 2017 
                               

-    
Depletion charge for the year 2,437 

Balance at December 31, 2017 
                          

2,437 
    
Carrying amount at December 31, 2017 7,649 

    
Cost   

Balance at January 1, 2018 
                     

10,086  

Additions 
                     

16,000  

Balance at December 31, 2018 
                      

26,086  
Accumulated Depletion   
Balance at January 1, 2018  2,437  
Depletion charge for the year  2,085  

Balance at December 31, 2018 4,522 
    
Carrying amount at December 31, 2018 21,564 

    
Cost   

Balance at January 1, 2019 
                     

26,086  

Additions 
                      

50,000  

Balance at December 31, 2019 
                      

76,086  
Accumulated Depletion   
Balance at January 1, 2019  4,522  
Depletion charge for the year  2,591  

Balance at December 31, 2019  $                  7,113  
  
Carrying amount at December 31, 2019 $                68,973 
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Gold prepay loan 
(in thousands of USD) 

    

 December 31, 2019 December 31, 2018 December 31, 2017 

Total  $                                 6,842 $                               17,380 $                                 28,450 

Less:  current portion (6,842) (13,996) (12,349) 

Long-term portion $                                          - $                                 3,384 $                                 16,101 

 

Overview of Financial Results 

(in thousands of USD) 

    

 December 31, 2019 December 31, 2018 December 31, 2017 

Revenue $                     17,377 $                     15,293 $                     15,417 

Operating loss (2,332) (1,286) (1,608) 

Net income and comprehensive income 1,958 1,567 3,336 

    

Total assets 76,255 38,944 36,613 

    

Operating cash flows 14,964 15,178 15,176 

 

Financial Summary 

 Revenues of $17.4 million compared to $15.3 million in 2018 and $15.4 million in 2017;  

 Operating loss of $2.3 million compared to $1.3 million in 2018 and $1.6 million in 2017;  

 Net income of $2.0 million compared $1.6 million in 2018 and $3.3 million in 2017; and 

 Net cash flows used by operating activities of $15.0 million compared to $15.2 million in 2018 and 2017.  

Revenues increased in 2019 by $2.0 million and $1.9 million compared to 2018 and 2017, respectively, 

primarily due to an increase in gold prices year over year.  

In 2019, operating loss amounted to $2.3 million compared to $1.3 million in 2018 and $1.6 million in 2017. 

The increase in operating loss from 2018 to 2019 of $1.0 million is an increase in depletion and general and 

administrative expenses which has been offset by an increase in revenue.  The decrease in operating loss of 

$0.2 million from 2017 to 2018 is primarily due to a decrease in depletion year over year offset by an increase 

in general and administrative expenses.   

The increase in net income of $0.5 million in 2019 as compared to 2018 is mainly the result of an increase in 

other income offset by increased expenses as discussed above.  The decrease in net income of $1.7 million in 

2018 compared to 2017 is due to lower general and administration expenses offset by a reduction in other 

income.   

Net cash flows from operating activities decreased by $0.2 million in 2019 compared to 2018 primarily due to a 

decrease in interest income received related to the gold prepay loan.  Net cash flows provided by operating 

activities were consistent year over year in 2018 compared to 2017. 
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Overall Performance and Results of Operations 

 
  
(in thousands of USD)    Year Ended 

      Dec 31, Dec 31, Dec 31, 

      2019 2018 2017 

Revenue   
            

$17,377  
        $    
15,293  

            
$15,417  

            

Cost and Expenses         

  
Purchased cost of gold 
and silver 

 

            
14,670  

            
12,935  

            
13,009  

  
Depletion of stream 
interests   

                
2,591 2,085 2,437 

  Deal expenses   
                  

335  
                  

237  
                  

547  

  
General and 
administrative   

               
2,071  

               
1,251  

               
1,025  

  Other expenses   
                    

42  
                    

71  
                       

7  

Total cost and expenses 
 

             
19,709 

            
16,579 

            
17,025 

      

Operating loss 
 

             
(2,332) 

                
(1,286) 

             
(1,608) 

      Other income 
    

 

Fair value gain on gold 
prepay loan   

               
3,458  

               
1,279  

               
2,628  

 
Interest income 

 

                  
832  

               
1,574  

               
2,316  

Total Other income 
 

               
4,290  

               
2,853  

               
4,944  

      

Income before income taxes 1,958 
            

1,567  
           

3,336  

      
Income tax expense 

 

                  
-    

                   
-    

                  
-    

    
    

Total net income and comprehensive income 
            

1,958 1,567  
           

3,336  

    
    

Attributable to: 
  

    

 

Owners of Orion Fund II 
Portfolio 

 
 $   1,958  $      1,567  $   3,336 
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Liquidity 
Orion Fund II Portfolio’s near-term cash requirements are limited to (i) general and administrative expenses, and 

(ii) the costs associated with the sale of assets to Guerrero, including outside legal, audit, banking and other 

professional fees. 

Cash Flows 
Cash and cash equivalents are not included in the Combined Carve-Out Financials unless they are held in an 

account held by a controlled subsidiary that is subject to the Acquisition Agreement.  As a result, no cash or cash 

equivalent balances have been included in the Combined Carve-out Financial Statements.   

Operating Activities 
Cash flows provided by operating activities in 2019 amounted to $15.0 million, compared to $15.2 million in 2018 

and $15.2 million in 2017. 

The decrease in cash flows from operating activities from 2019 compared to 2018 and 2017 is primarily due to a 

decrease in interest received related to the gold prepay loan. 

Investing Activities 

Cash flows used by investing activities were $50.0 million in 2019, compared to $16.0 million in 2018 and $nil in 

2017. The increase from 2018 to 2019 of $34.0 million was due to investments in Blyvoor, Mercedes and South 

Arturo in 2019. The increase from 2017 to 2018 of $16 million is due to the investment in Woodlawn. 

Financing Activities 

The cash flows provided by financing activities during 2019 and 2018 were $35.0 million and $0.8 million 

respectively, and cash flows used by financing activities in 2017 was $15.2 million.  The changes in cash flows 

from financing activities year over year are primarily attributable to the funds advanced to acquire the investments 

noted in investing activities above. 

Related Party Transactions  

Orion Fund II Portfolio has an agreement with Orion Merchant Services LLC (“OMS”), a related party. As part of 

this agreement OMS provides services including but not limited to logistical support, customs clearance, 

negotiation of transportation contracts and assistance with services incidental to the purchase and sale of physical 

metal transactions. As part of this agreement, Orion Fund II Portfolio paid OMS $335 in fees for the year ended 

December 31, 2019 (2018 - $237, 2017 - $547).  

The Orion Fund II Portfolio has appointed Orion Mine Finance Management II Limited, an exempted company 

incorporated under the laws of Bermuda, as its investment manager (the “Investment Manager”) in which capacity 

it is responsible for managing the overall business affairs of Fund II. As part of this agreement, Orion Fund II 

Portfolio paid the Investment Manager $1,962 (2018 - $1,142, 2017 - $800).   
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Contractual Obligations and Commitments 

The following table summarizes Orion Fund II Portfolio’s commitments to pay for gold and silver to which it has the 

contractual right pursuant to the associated agreements: 

 Attributable Payable 
Production to be 

Purchased 

Per Ounce Cash Payment  
Term of 

Agreeme
nt 

 
Date of 

Contract 

Interest Gold Silver  Gold Silver    

Blyvoor
1 

$ 37 
million 

-  Lower of 
Fair 
Market 
Value or 
$572 

-  Expires at 
10,320,00
0 oz. 
delivered 

Aug 2018 

Woodlawn
2 

- $ 19 
million 

 - 20% of 
Fair 
market 
Value 

 10 years 
after 
mining 
activity 
ceases 

Aug 2017 
and Oct 

2019 

Mercedes and 
South Arturo

3
 

$ 42.2 
million 

$ 21.5 
million 

 - 20% of 
Fair 
market 
Value 

 10 years 
after 
mining 
activity 
ceases 

Sept 2016 
and Jan 

2019 

1. Orion Fund II Portfolio is committed to 10% of each outtake until 160,000 oz. are delivered. Between 

160,000 oz. and 300,000 oz. being delivered, Orion Fund II Portfolio is committed 5% of each outtake. 

After 300,000 oz. are delivered, Orion Fund II Portfolio is committed to 0.5% of each outtake until the 

stream agreement expires.  

2. Orion Fund II Portfolio is committed to 80% of each outtake until 2,150,000 oz. of silver have been 

delivered. Between 2,150,000 oz. and 3,400,000 oz. of silver being delivered, Orion Fund II Portfolio is 

committed to 40% of each outtake. Thereafter, Orion Fund II Portfolio is committed to 25% of each outtake 

until the stream agreement expires.  The stream agreement was amended in October 2019 to include zinc 

outtake whereby Orion Fund II Portfolio will receive 0.3% of the first 140 tonnes of zinc delivered, 1.15% 

between 140 tonnes and 910 tonnes of zinc delivered, 2.25% between 910 tonnes and 4,200 tonnes of 

zinc delivered and 0.75% thereafter until the stream agreement expires.  The amount of zinc is then 

converted to silver at a rate of 170.2 oz. of silver per metric tonne of zinc.  Orion Fund II Portfolio also has 

a Lead Marketing Agreement whereby Orion Fund II Portfolio will receive a marketing fee equal to 0.2% of 

lead sale proceeds until 100,000 tonnes of lead have been sold.  

3. As per the September 2016 silver stream contract, the Orion Fund II Portfolio is committed to 50% of each 
outtake within the first anniversary of the stream agreement. During the second anniversary of the stream 
agreement, Orion Fund II Portfolio is committed to 60% of each outtake and 70% of each outtake 
thereafter. These percentages remain in place until 1,250,000 oz. of silver have been delivered. Between 
1,250,000 oz. and 2,000,000 oz. of silver being delivered, Orion Fund II Portfolio will receive 25% of each 
outtake. Thereafter, Orion Fund II Portfolio is committed to 12.5% of each outtake until the stream 
agreement expires (until 2,150,000 oz. of silver have been outturned). Between 2,150,000 oz. and 
3,400,000 oz. of silver being delivered, Orion Fund II Portfolio is committed to 40% of each outtake. 
Thereafter, Orion Fund II Portfolio is committed to 25% of each outtake until the stream agreement expires 
(agreement expires 10 years subsequent to mining activity ceasing at the mine). As per the amended 
silver stream contract in January 2019, Orion Fund II Portfolio is committed to 100% of payable silver 
production from Mercedes and South Arturo, and after a total 3,750,000 oz. of silver has been delivered, 
the designated percentage of each outtake decreases to 30%. Until 2,100,000 oz of silver has been 
delivered, a minimum quantity of 300,000 oz. must be delivered annually.    
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Off-balance Sheet Items 

 

There are no off-balance sheet arrangements. 

 

Risks and Uncertainties 

Orion Fund II Portfolio holds stream and gold prepay loan investments and operates in an industry that is 

dependent on a number of factors that include environmental, legal, operational/execution, financing and political 

risks, the discovery of economically recoverable reserves and the ability of third-parties to develop, construct and 

operate assets and to maintain production in an economically feasible production. If any of these risks occur, or if 

others occur, Orion Fund II Portfolio’s operating results and financial condition could be seriously harmed and 

investors may lose a significant proportion of their investment. In addition, Orion Fund II Portfolio is exposed to the 

following financial risks: 

Commodity Price Risk 

Revenue, cash flow and net income from any of Orion Fund II Portfolio’s stream and gold prepay loan will be 

influenced by the price of gold and silver and by the relationship of such prices to the pre-determined cost of 

purchasing gold and silver.  Such prices can fluctuate widely and are affected by numerous factors beyond the 

control of Orion Fund II Portfolio.   

Foreign Exchange Risk 

The functional currencies of Orion Fund II Portfolio and its subsidiaries is the U.S. dollar.  As most of Orion Fund II 

Portfolio’s assets and liabilities are in the U.S. dollar, the risk of which Orion Fund II Portfolio is exposed to 

currency fluctuations relative to the U.S. dollar on balances and transactions that are denominated and settled in 

other currencies are immaterial. 

Interest Rate Risk 
Interest rate risk refers to the risk that the value of a financial instrument or cash-flows associated with the 

instrument will fluctuate due to changes in market interest rates.  Currently, Orion Fund II Portfolio is not exposed 

to interest rate risk since it does not hold cash, cash equivalents and short-term investments.  

Critical Accounting Estimates and Judgements 

Estimates and assumptions are continually evaluated and are based on historical experience and other factors, 

including expectations of future events that are believed to be reasonable under the circumstances. The 

determination of estimates requires the exercise of judgement based on various assumptions and other factors 

such as historical experience and current and expected economic conditions. Actual results could differ from those 

estimates. Critical judgements in applying Orion Fund II Portfolio’s accounting policies are detailed in the 

Combined Carve-out Financial Statements. 

Reserves and Resources 

Stream interests comprise a large component of Orion Fund II Portfolio’s assets and as such, the reserves and 

resources of the underlying ore body to which the interests relate may have a significant effect on Orion Fund II 

Portfolio’s financial statements. Estimates are applied in determining the depletion of and assessing the 

recoverability of the carrying value of stream interests. In respect of these interests, the public disclosures of 

reserves and resources that are released by the operators of these interests involve assessments of geological 

and geophysical studies and economic data and the reliance on a number of assumptions, including commodity 

prices and production costs. These assumptions are, by their very nature, subject to interpretation and uncertainty. 
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The estimates of reserves and resources may change based on additional knowledge gained subsequent to the 

initial assessment. Changes in the estimates of reserves and resources may materially affect the recorded 

amounts of depletion and the assessed recoverability of the carrying value of the stream interests. 

Accounting for Stream Interests and Gold Prepay Loan 

Management has applied significant judgment in determining the accounting for the stream interests and gold 

prepay loan which involves evaluation of the terms and conditions of the arrangements as well as a number of 

factors including whether the arrangements expose to Orion Fund II Portfolio to development, production and price 

risk, the duration of the arrangement and how it compares to life of mine, the linkage of the arrangement to a 

specific mineral property or properties, how future payments for deliveries are determined and the correlation 

between the initial investment made by Orion Fund II Portfolio and the share of output from the mineral properties. 

As a result of this evaluation, management has concluded that the stream interests are in substance the 

acquisition of mineral properties and that the gold prepay is in substance a financing arrangement. 

Impairment of Stream Interests 

Assessment of impairment of stream interests requires the use of judgments, assumptions and estimates when 

assessing whether there are any indicators that could give rise to the requirement to conduct a formal impairment 

test on Orion Fund II Portfolio’s stream interests. The assessment of fair values requires the use of estimates and 

assumptions for recoverable production, long-term commodity prices, discount rates, reserve/resource conversion, 

foreign exchange rates, future capital expansion plans and the associated production implications. Changes in any 

of the assumptions and estimates used in determining the fair value of the stream interests, investments 

measured at cost, could impact the impairment analysis. 

Adoption of New Accounting Standards 

Orion Fund II Portfolio did not adopt any new accounting standards for the years ended December 31, 2019, 2018 

and 2017.   

Subsequent Events to 2019 

Gold prepay loan 

On March 4
th
, 2020, Orion Fund II Portfolio increased the principal amount outstanding under its existing gold 

prepay agreement (“Existing Prepay”) by US$15,500,000 (the "Additional Principal Amount"), with Premier Gold 

Mines Limited being required to deliver at least 2,450 ounces of refined gold to Orion Fund II Portfolio in each 

quarter of a calendar year until June 30, 2020, and 1,000 ounces of refined gold thereafter (subject to upward and 

downward adjustments in certain circumstances), until an aggregate of 16,900 ounces of refined gold (inclusive of 

the ounces remaining under the Existing Prepay) have been delivered to Orion Fund II Portfolio. The threshold 

gold price per ounce for the downward and upward adjustments to the quarterly gold quantity and the aggregate 

gold quantity deliverable under the Second Amended and Restated Gold Prepay Agreement were amended to 

US$1,650 per ounce of gold and US$1,350 per ounce of gold, respectively. The maturity date under the Second 

Amended and Restated Gold Prepay Agreement was also extended to June 30, 2023. 

 
COVID-19 
In December 2019, a novel strain of coronavirus (COVID-19) surfaced. The spread of COVID-19 around the world 

in the first quarter of 2020 has caused significant volatility in U.S. and international markets. There is significant 

uncertainty around the breadth and duration of business disruptions related to COVID-19, as well as its impact on 

the U.S. and international economies and, as such, Orion Fund II Portfolio is unable to determine if it will have a 

material impact to its operations.  

 



F-1
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CARVE-OUT FINANCIAL STATEMENTS OF THE BONIKRO GOLD STREAM FOR THE PERIOD

FROM OCTOBER 7, 2019 TO DECEMBER 31, 2019

See attached.
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KPMG LLP 
Bay Adelaide Centre 
333 Bay Street, Suite 4600 
Toronto ON M5H 2S5  
Tel 416-777-8500 
Fax 416-777-8818 

INDEPENDENT AUDITOR’S REPORT ON CARVE-OUT FINANCIAL STATEMENTS  
To Orion Mine Finance GP III LLC, as the general partner of Orion Mine Finance GP III LP who is the general 
partner of Orion Mine Finance Fund III LP:   

We have audited the carve-out financial statements of Bonikro Gold Stream (the Entity), which comprise:  

• the carve-out balance sheet as at December 31, 2019

• the carve-out statement of loss and comprehensive loss for the period from October 7, 2019 to December
31, 2019

• the carve-out statement of changes in net parent investment for the period then ended

• the carve-out statement of cash flows for the period then ended

• and notes to the carve-out financial statements, including a summary of significant accounting policies.

(Hereinafter referred to as the “financial statements”).  

In our opinion, the accompanying financial statements present fairly, in all material respects, the carve-out 
financial position of the Entity as at December 31, 2019, and its carve-out financial performance and its carve-
out cash flows for the period from October 7, 2019 to December 31, 2019 in accordance with International 
Financial Reporting Standards (IFRS).   

Basis for Opinion  

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the “Auditors’ Responsibilities for the Audit of 
the Financial Statements” section of our auditors’ report.     

We are independent of the Entity in accordance with the ethical requirements that are relevant to our audit of 
the financial statements in Canada and we have fulfilled our other ethical responsibilities in accordance with 
these requirements.   

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

Emphasis of Matter – Basis of Preparation  

We draw attention to Note 1 to the financial statements which describes the basis of preparation used in  
these financial statements and the purpose of the financial statements.    

Our opinion is not modified in respect of this matter.  
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May 15, 2020   

Other Information  

Management is responsible for the other information. Other information comprises the information, other than 
the financial statements and the auditors’ report thereon, included in Management’s Discussion and Analysis 
included in the Guerrero Filing Statement to be filed with the TSX.   

Our opinion on the financial statements does not cover the other information and we do not and will not express 
any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information 
identified above and, in doing so, consider whether the other information is materially inconsistent with the 
financial statements or our knowledge obtained in the audit and remain alert for indications that the other 
information appears to be materially misstated. 

We obtained the information, other than the financial statements and the auditors’ report thereon, included in 
Management’s Discussion and Analysis as at the date of this auditors’ report.   

If, based on the work we have performed on this other information, we conclude that there is a material 
misstatement of this other information, we are required to report that fact in the auditors’ report.   

We have nothing to report in this regard.   

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with International Financial Reporting Standards (IFRS), 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. 

In preparing the financial statements, management is responsible for assessing the Entity’s ability to continue 
as a going concern, disclosing as applicable, matters related to going concern and using the going concern basis 
of accounting unless management either intends to liquidate the Entity or to cease operations, or has no realistic 
alternative but to do so. 

Those charged with governance are responsible for overseeing the Entity’s financial reporting process.  

Auditors’ Responsibilities for the Audit of the Financial Statements   

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our 
opinion.    

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance 
with Canadian generally accepted auditing standards will always detect a material misstatement when it exists.   

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they 
could reasonably be expected to influence the economic decisions of users taken on the basis of the financial 
statements.   

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional 
judgment and maintain professional skepticism throughout the audit.    
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Bonikro Gold Stream 
May 15, 2020   

We also:  

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion.

• Obtain an 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 expressing an opinion on the effectiveness
of the Entity's internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

• Conclude on the appropriateness of management's use of the going 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 ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors’ report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’ report. However,
future events or conditions may cause the Entity to cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

• Communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the group Entity to express an opinion on the financial statements. We are responsible for
the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

Chartered Professional Accountants, Licensed Public Accountants   

The engagement partner on the audit resulting in this auditor’s report is Pieter Fourie.  

May 15, 2020   
Toronto, Canada  
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(in thousands of United States dollars) Notes 
Assets 
Current assets 

Other assets 5 $            150   

Total current assets     150 

Non-current assets 

 Stream interests 5 19,956 

Total non-current assets      19,956 

Total assets     20,106 

Liabilities 
Current liabilities 

Accounts payable and accrued liabilities     150   
Total current liabilities  150 

Total non-current liabilities     - 

Total liabilities   150 

Equity 
Net parent investment      19,956 

Total equity      19,956 

Total liabilities and equity $      20,106 



Bonikro Gold Stream 
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(in thousands of United States dollars) Notes Period from  

October 7, 2019 to  
December 31, 2019 

   
Other income   $                                                       113 
    
    Cost and expenses   
 Depletion of stream interests          44  
 Deal expenses 9 100 
 General and administrative           288  
 Other expenses                   37  
    
Total costs and expenses        469 
            

  

  
Operating loss and loss before income taxes 

 
       (356) 

       
Income tax expense             -    
    
Net loss and comprehensive loss          (356) 
   
Attributable to:   
 Owners of Bonikro Gold Stream  $                                                    (356) 
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(in thousands of United States dollars) Notes 

Period from 
October 7, 2019 to 

December 31, 2019 
Cash flows from operating activities   
Net loss   $                (356) 
Adjustments for:   
 Depletion  44 
Changes in other assets and liabilities   
 Other assets  (150) 

 Accounts payable and accrued liabilities  150 
   
Cash used in operating activities (312) 
    
Cash flow from investing activities   
 Acquisition of stream interest  5 (20,000) 

    
Cash used in investing activities   (20,000) 
    
Cash flow from financing activities   
 Net parent investment  20,312 

    
Net cash provided by financing activities   20,312 
    
Net change in cash and cash equivalents  - 
Cash and cash equivalents at October 7, 2019  - 
Cash and cash equivalents at end of year 1 $                         - 



Bonikro Gold Stream 
 Carve-out Statement of Changes in Net Parent Investment 

The accompanying notes form an integral part of these carve-out financial statements  Page | 8 

 

 (in thousands of United States dollars) Notes Net Parent Investment 
Balance as of October 7, 2019 1 $                                               - 

 Net loss                                 (356) 
 Net parent investment                            20,312 

    
Balance as of December 31, 2019  $                                    19,956  
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Note 1 - Basis of Presentation 

These carve-out financial statements have been prepared by management of The Orion 
Mine Finance Group of Funds (“Orion”) in connection with the February 23, 2020 agreement 
for the proposed sale of a portfolio of investments in mining assets owned by Orion to 
Guerrero Ventures Inc. (“Guerrero”) in exchange for common shares of Guerrero as 
consideration (the “Orion Vend In Agreement”).   

Through the Orion Vend In Agreement, Guerrero will acquire the following assets from Orion 
(referred to herein as the “Bonikro Gold Stream”) through the acquisition: 

1. Bonikro Gold Stream  

The Bonikro Gold Stream will be acquired through the purchase of the shares of OMF Fund III (Mg) 
Ltd. (“OMF Mg”). OMF Mg is a holding company whose sole business activity is to hold various 
royalty, stream and other assets. Prior to the completion of the Orion Vend In Agreement, the 
business of OMF Mg will be reorganized such that its sole business activity will be to hold the Bonikro 
Gold Stream. 

These carve-out financial statements of Bonikro Gold Stream represent the activities, assets and 
liabilities of the Bonikro Gold Stream on a “carve-out” basis, rather than representing the legal 
structure. The carve-out financial statements of Bonikro Gold Stream have been prepared for the 
purpose of presenting the financial position, results of operations and cash flows of the Bonikro Gold 
Stream on a stand-alone basis and for inclusion in the Guerrero filing statement to be filed with the 
TSX Venture Exchange. 

Where appropriate, certain transactions and balances have been attributed to the Bonikro 
Gold Stream based on specific identification or allocation. This allocation has been completed 
based on the following general process: 

• Receivables and payables: unless balances could be specifically assigned, 
these are not allocated to the investments. 

• Management fee expenses and payables are allocated according to the 
respective cost of investments. 

• Other general and administrative expenses: unless they can be specifically 
assigned, these are allocated across all investments according to the fair market 
value of the investments. 

• Cash or cash equivalent balances: the Bonikro Gold Stream does not maintain 
its own cash accounts and all historical cash flows are received and paid by the 
Orion Fund that own the portfolio assets. As a result, no cash or cash 
equivalent balances have been included in the carve-out financial statements 
and the net cash flows are reflected in the Net Parent Investment equity 
account in these carve-out financial statements. 
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Net parent investment represents contributions by Orion to the Bonikro Gold Stream for 
purposes of investment in the Bonikro Gold Stream asset, less amounts owed to Orion for 
management fees and other general and administrative expenses and the net cash flows of the 
Bonikro Gold Stream from the purchase and sale of metals, as the Bonikro Gold Stream does 
not hold its own cash balances as noted above. 

The carve-out financial statements may not be indicative of Bonikro Gold Stream’s future 
performance and they do not necessarily reflect what its results of operations, financial position 
and cash flows would have been had Bonikro Gold Stream operated as an independent entity 
and had it presented stand-alone financial statements during the periods presented. 

Note 2 –Statement of Compliance and Initial Adoption of IFRS 

These carve-out financial statements have been prepared in accordance with the International 
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board 
(“IASB”), International Accounting Standards (“IAS”s) and interpretations issued by the IFRS 
Interpretations Committee (“IFRIC”s) and the former Standing Interpretations Committee (“SIC”s). 
These are Bonikro Gold Stream’s first carve-out financial statements prepared under IFRS and have 
been prepared in accordance with IFRS 1 First-time Adoption of International Financial Reporting 
Standards (“IFRS 1”). Bonikro Gold Stream’s date of transition to IFRS is October 7, 2019 (the 
“Transition Date”). 

IFRS does not provide guidance for the preparation of carve-out financial statements, and accordingly 
in preparing the carve-out financial statements, certain accounting conventions commonly used for 
the preparation of historical financial statements have been applied.  The carve-out financial 
statements have been prepared in accordance with the basis of preparation and accounting policies 
set out below. 

Since no financial statements of Bonikro Gold Stream have previously been prepared, the carve-out 
financial statements do not include any IFRS first time adoption reconciliations. 

These carve-out financial statements were approved for issuance by Orion Mine Finance GP III LLC, as 
the general partner of Orion Mine Finance GP III LP who is the general partner of Orion Mine Finance 
Fund III LP (Fund III) on May 14, 2020.   

Note 3 - Significant Accounting Policies 

 (a) Currency translation 

(i) Functional and presentation currency 

These carve-out financial statements are expressed in United States dollars, which is the 
functional currency of Bonikro Gold Stream.  

(ii) Foreign currency transactions and balances 
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Foreign currency transactions are translated into the functional currency of the Bonikro Gold 
Stream, using the exchange rate prevailing at the dates of the applicable transactions. Foreign 
exchange gains and losses resulting from the settlement of such transactions and the re-
measurement of monetary items and available-for-sale securities at the date of the statements of 
financial position are recognized in net income. Non-monetary items measured at historical cost 
are translated into the functional currency using the exchange rate at the dates of the applicable 
transactions. 

(b) Stream interests 

Stream interests consist of an upfront deposit paid for the right to receive future production of 
mining properties at fixed future prices or prices based on a % of the market price of the 
underlying commodity. Stream interests are recorded at cost and capitalized as tangible assets 
with finite lives. The cost of the asset is determined with reference to the cost model under IAS 
16 Property, Plant and Equipment and includes the purchase price, and any closing costs directly 
attributable to the acquisition of the assets. The purchase price of the asset is the aggregate 
cash amount as well as the fair value of any other non-cash consideration given to acquire the 
asset. In subsequent periods, the assets are measured at cost less accumulated depletion and 
accumulated impairment losses. 

Producing stream interests are depleted using the units-of-production method over the life of 
the property to which the interest relates. The life of the property is estimated using life of 
mine models specifically associated with the stream properties which include proven and 
probable reserves and may include a portion of resources expected to be converted into 
reserves. Stream interests in development stage and exploration stage properties are not 
amortized until production begins. 

 (c) Impairment of non-financial assets 

Stream interests are reviewed for impairment if there is any indication that the carrying amount may 
not be recoverable. Impairment is assessed at the level of cash-generating units (“CGUs”) which, in 
accordance with IAS 36 Impairment of Assets, are identified as the smallest identifiable group of 
assets that generates cash inflows, which are largely independent of the cash inflows from other 
assets. This is usually at the individual stream from which cash inflows are generated. 

An impairment loss is recognized for the amount by which the asset’s carrying value exceeds its 
recoverable amount, which is the higher of fair value less costs of disposal (“FVLCD”) and value-in-use 
(“VIU”). The future cash-flow expected is derived using estimates of proven and probable reserves, a 
portion of resources that is expected to be converted into reserves and information regarding the 
mineral properties that could affect the future recoverability of Bonikro Gold Stream’s interests. 
Discount factors are determined individually for each asset and reflect their respective risk profiles. In 
certain circumstances, Bonikro Gold Stream may use a market approach in determining the 
recoverable amount which may include an estimate of (i) net present value of estimated future cash 
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flows; and (ii) the dollar value per ounce or pound of reserve/resource.  Impairment losses are 
charged to the mineral interest.  Assets are subsequently reassessed for indications that an 
impairment loss previously recognized may no longer exist.  An impairment charge is reversed if the 
conditions that gave rise to the recognition of an impairment loss are subsequently reversed and the 
asset’s recoverable amount exceeds its carrying amount.  Impairment losses can be reversed only to 
the extent that the recoverable amount does not exceed the carrying value that would have been 
determined had no impairment been recognized previously. 

(d) Financial instruments 

Financial assets and financial liabilities are recognized on Bonikro Gold Stream’s balance sheet when 
Bonikro Gold Stream has become a party to the contractual provisions of the instrument. Financial 
assets are derecognized when the rights to receive cash flows from the assets have expired or have 
been transferred and Bonikro Gold Stream has transferred substantially all risks and rewards of 
ownership. Bonikro Gold Stream’s financial instruments consist of accounts payables and accrued 
liabilities. Financial instruments are recognized initially at fair value. 

(i) Financial assets 

Bonikro Gold Stream does not have any financial assets. 

(ii) Financial liabilities 

Financial liabilities, including accounts payable and accrued liabilities, are classified as other 
financial liabilities at amortized cost using the effective interest method. 

(e) Other income 

Other income comprises of the net amount received by Bonikro Gold Stream as cash settlement 
under the stream agreement underlying the Bonikro Gold Stream as currently no physical commodity 
is being delivered under this arrangement (Note 4).  

 (f) Income taxes 

Current income tax represents the amounts payable historically that were in respect of Bonikro Gold 
Stream, which is $nil, as the Bonikro Gold Stream included in the carve-out financial statements is not 
subject to income taxes. Therefore, no current or deferred taxes have been accrued in the carve-out 
financial statements. 

Deferred income tax is determined using the expected manner of recovering the accounting carrying 
value of assets and is recorded using the assets and liabilities method, which compares the 
accounting and tax basis of Bonikro Gold Stream’s assets and liabilities and deferred taxes are 
recognized with respect to the temporary differences between such bases.   

No deferred taxes are recognized for the following temporary differences: the initial recognition of 
assets and liabilities in a transaction other than a business acquisition and that does not affect the 
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accounting or tax result, and differences related to investments in subsidiaries and joint ventures to 
the extent it is probable that they will not be reversed in a foreseeable future.   

Deferred taxes are calculated using rates that are expected to apply to temporary differences when 
they are reversed, based on enacted laws or laws which have been substantially enacted as at the 
reporting date.  Deferred taxes are calculated using rates that are expected to apply to temporary 
differences when they are reversed, based on enacted laws or laws which have been substantially 
enacted as at the reporting date.  The tax amounts recorded in the carve-out income statements are 
not necessarily representative of the tax amounts that may arise in the future. 

New Accounting Standards Issued But Not Yet Effective  

Amendments to IFRS 3: Definition of a Business 

In October 2018, the IASB issued amendments to the definition of a business in IFRS 3 Business 
Combinations to help entities determine whether an acquired set of activities and assets is a business 
or not. They clarify the minimum requirements for a business, remove the assessment of whether 
market participants are capable of replacing any missing elements, add guidance to help entities 
assess whether an acquired process is substantive, narrow the definitions of a business and of 
outputs, and introduce an optional fair value concentration test. New illustrative examples were 
provided along with the amendments. Since the amendments apply prospectively to transactions or 
other events that occur on or after the date of first application, Bonikro Gold Stream will not be 
affected by these amendments on the date of transition. 

Amendments to IAS 1 and IAS 8: Definition of Material 

In October 2018, the IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 
8 Accounting Policies, Changes in Accounting Estimates and Errors to align the definition of ‘material’ 
across the standards and to clarify certain aspects of the definition. The new definition states that, 
‘Information is material if omitting, misstating or obscuring it could reasonably be expected to 
influence decisions that the primary users of general purpose financial statements make on the basis 
of those financial statements, which provide financial information about a specific reporting entity.’ 

Amendments to References to the Conceptual Framework in IFRS Standards 

The IASB has issued a revised Conceptual Framework which will be used in standard-setting decisions 
with immediate effect. Key changes include: 

- increasing the prominence of stewardship in the objective of financial reporting, 
- reinstating prudence as a component of neutrality, 
- defining a reporting entity, which may be a legal entity, or a portion of an entity, 
- revising the definitions of an asset and a liability, 
- removing the probability threshold for recognition and adding guidance on derecognition, 
- adding guidance on different measurement basis, and 
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- stating that profit or loss is the primary performance indicator and that, in principle, income 
and expenses in other comprehensive income should be recycled where this enhances the 
relevance or faithful representation of the financial statements. 

The above noted amendments to IFRS 3, IAS 1, IAS 8 and the Conceptual Framework are not 
expected to have a material impact on Bonikro Gold Stream’s financial statements.   

Note 4 - Significant Judgments, Estimates and Assumptions 

The preparation of carve-out financial statements in accordance with IFRS requires Bonikro Gold 
Stream to make judgments, estimates and assumptions that affect the reported amounts of assets 
and liabilities and disclosures of contingent assets and liabilities at the date of the consolidated 
financial statements and the reported amounts of revenues and expenses during the reporting 
periods. Estimates and assumptions are continuously evaluated and are based on management’s best 
knowledge of the relevant facts and circumstances, having regard to previous experience.  However, 
actual outcomes may differ from the amounts included in the consolidated financial statements. 

In particular, the areas which require management to make significant judgments, estimates and 
assumptions in determining carrying values are: 

Reserves and Resources 

Stream interests comprise the only component of Bonikro Gold Stream’s assets and as such, the 
reserves and resources of the underlying ore body to which the interests relate may have a 
significant effect on Bonikro Gold Stream’s financial statements. Estimates are applied in determining 
the depletion of and assessing the recoverability of the carrying value of stream interests. In respect 
of these interests, the public disclosures of reserves and resources that are released by the operators 
of these interests involve assessments of geological and geophysical studies and economic data and 
the reliance on a number of assumptions, including commodity prices and production costs. These 
assumptions are, by their very nature, subject to interpretation and uncertainty.  

The estimates of reserves and resources may change based on additional knowledge gained 
subsequent to the initial assessment.  Changes in the estimates of reserves and resources may 
materially affect the recorded amounts of depletion and the assessed recoverability of the carrying 
value of the stream interests.  

Accounting for Stream interest 

Management has applied significant judgment in determining the accounting for the stream interest 
upon initial recognition which involves evaluation of the terms and conditions of the arrangement at 
inception, as well as a number of factors including the nature of settlement under the arrangement, 
whether the arrangement exposes Bonikro Gold Stream to development, production and price risk, 
the duration of the arrangement and how it compares to life of mine, the linkage of the arrangement 
to a specific mineral property or properties, how future payments for deliveries of the commodity are 
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determined and the correlation between initial investment made by Bonikro Gold Stream and share 
of output from the mineral properties.  As outlined in Note 3(e), this arrangement is currently being 
settled on a net cash basis as opposed to physical settlement which was considered by management 
in determining the substance of the arrangement. The accounting for the stream interest is 
determined at initial recognition and is based on the contractual terms of the arrangement, including 
the nature of settlement under the arrangement, as well as the results of the assessment of the 
judgment areas noted above at that point in time. Based on these considerations, management has 
concluded that the stream interest is in substance the acquisition of a mineral property.   

Impairment of Stream Interest 

Assessment of impairment of stream interests requires the use of judgments, assumptions and 
estimates when assessing whether there are any indicators that could give rise to the requirement to 
conduct a formal impairment test on Bonikro Gold Stream’s stream interest. The assessment of fair 
values requires the use of estimates and assumptions for recoverable production, long-term 
commodity prices, discount rates, reserve/resource conversion, foreign exchange rates, future capital 
expansion plans and the associated production implications. Changes in any of the assumptions and 
estimates used in determining the fair value of the stream interest, investment measured at cost, 
could impact the impairment analysis. 

Note 5 – Stream Interest 

The following table summarizes the carrying values of Bonikro Gold Stream’s interests as at 
December 31, 2019: 

  Stream interests 
Cost   
Balance at October 7, 2019 $                             - 
Additions 20,000 
Balance at December 31, 2019 20,000 
Accumulated Depletion  
Balance at October 7, 2019 - 
Depletion expense (44) 
Balance at December 31, 2019 (44) 
   
Carrying amount at December 31, 2019 $                     19,956 

 

A brief overview of the above asset is as follows: 

Afrique Gold, who owns the Bonikro gold mine, is a private gold development company based in 
Australia with mining assets in Ethiopia, Egypt, Ivory Coast and Tanzania. On October 7, 2019, Bonikro 
Gold Stream committed to a $20,000 gold stream, the upfront deposit for the Bonikro Gold Stream 
was advanced on October 8, 2019. 
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The gold stream provides Bonikro Gold Stream with the rights to a specific amount of each outtake at 
the mine. Bonikro Gold Stream will receive 6% of each outtake until 650,000 oz. of refined gold have 
been outturned and 39,000 oz. have been delivered. Between 650,000 oz and 1,300,000 oz. of 
refined gold being outturned and 39,000 oz. and 61,750 oz. being delivered, Bonikro Gold Stream will 
receive 3.5% of each outtake. Thereafter, Bonikro Gold Stream will receive 2% of each outtake until 
the mine has been depleted of all mineral properties. For each ounce of gold acquired, Bonikro Gold 
Stream will pay the lesser of fair market value or $400 per oz. of gold.  

Other assets of $150 consists of gold oz. outturned but not yet delivered to Bonikro Gold Stream for 
the period ended December 31, 2019.  The asset has been measured at the contractual cost of the 
gold to be received with an equal amount recorded as an accrued liability.    

Note 6 - Fair Value Measurements 

The objective of a fair value measurement is to estimate the price at which an orderly transaction to 
sell an asset or to transfer a liability would take place between market participants at the 
measurement date under current market conditions.  For some assets and liabilities, observable 
market transactions or market information might be available.  

For other assets and liabilities, observable market transactions and market information might not be 
available. The fair value hierarchy establishes three levels to classify the inputs to valuation 
techniques used to measure fair value.  Level 1 inputs are quoted prices (unadjusted) in active 
markets for identical assets or liabilities.  Level 2 inputs are quoted prices in markets that are not 
active, quoted prices for similar assets or liabilities in active markets, inputs other than quoted prices 
observable for the asset or liability (for example, interest rate and yield curves observable at 
commonly quoted intervals, forward pricing curves used to value currency and commodity contracts 
and volatility measurements used to value option contracts), or inputs that are derived principally 
from or corroborated by observable market data or other means.  Level 3 inputs are unobservable 
(supported by little or no market activity). The fair value hierarchy gives the highest priority to Level 1 
inputs and the lowest priority to Level 3 inputs. 

The fair value of Bonikro Gold Stream’s financial liabilities which include accounts payable and 
accrued liabilities approximate their carrying values due to their short-term nature.   

Note 7 - Financial Risk Management 

Bonikro Gold Stream’s financial instruments are comprised of financial liabilities.  Bonikro Gold 
Stream’s principal financial liabilities comprise accounts payable and accrued liabilities. The main 
purpose of this financial instrument is to manage short-term cash flow and working capital 
requirements and fund future acquisitions. 

Bonikro Gold Stream is engaged in the business of acquiring, managing and creating resource 
streams.  Streams are interests that provide the right to revenue or production from the various 
properties.  These activities expose Bonikro Gold Stream to a variety of financial risks, which include 
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direct exposure to market risks (which includes commodity price risk), liquidity risk and capital risk 
management. 

Management designs strategies for managing some of these risks, which are summarized below.  
Bonikro Gold Stream’s executive management oversees the management of financial risks.  Bonikro 
Gold Stream’s executive management ensures that its financial risk-taking activities are governed by 
appropriate policies and procedures and that financial risks are identified, measured and managed in 
accordance with Bonikro Gold Stream’s policies and risk appetite. 

Bonikro Gold Stream’s overall objective from a risk management perspective is to safeguard its assets 
and mitigate risk exposure by focusing on security rather than yield. 

(a) Market Risk 

Market risk is the risk that changes in market factors, such as commodity prices, foreign exchange 
rates or interest rates, will affect the value of Bonikro Gold Stream’s financial instruments.  Bonikro 
Gold Stream is exposed to the following market risks: 

Commodity Price Risk 

Other income, cash flow and net income from Bonikro Gold Stream will be influenced by the price of 
gold.  Such prices can fluctuate widely and are affected by numerous factors beyond the control of 
Bonikro Gold Stream.   

(b) Liquidity Risk 

Liquidity risk is the risk of loss from not having access to sufficient funds to meet both expected and 
unexpected cash demands.  Bonikro Gold Stream, through Fund III, manages its exposure to liquidity 
risk through prudent management of its statement of financial position, including maintaining 
sufficient cash balances and access to undrawn credit facilities.  Fund III has in place a planning and 
budgeting process to help determine the funds required to support Fund III’s normal operating 
requirements on an ongoing basis.  Management continuously monitors and reviews both actual and 
forecasted cash-flows, including acquisition activities. 

All of Bonikro Gold Stream’s financial liabilities are due within one year.  Bonikro Gold Stream’s near-
term cash requirements include corporate administration costs, certain costs of sales, including the 
purchase commitments described in Note 8.   
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Note 8 – Commitments and Obligations 

The following table summarizes Bonikro Gold Stream’s commitments to pay for gold and silver to 
which it has the contractual right pursuant to the associated precious metals purchase agreement: 

Interest Attributable Payable 
Production to be 

Purchased 

Per Ounce Cash  
Payment 

Term of 
Agreement 

Date of  
Contract 

Bonikro1 $ 20 million Lower of Fair 
Market Value 

or $400 

Life of 
mine 

Oct 7, 2019 

 
1. Bonikro Gold Stream is committed to 6% of each outtake until 650,000 oz. of refined gold have been outturned 

and 39,000 oz. have been delivered. Between 650,000 oz. and 1,300,000 oz. of refined gold being outturned and 
39,000 oz. and 61,750 oz. being delivered, Bonikro Gold Stream is committed to 3.5% of each outtake. Thereafter, 
Bonikro Gold Stream is committed to 2% of each outtake until the mine has been depleted of all mineral 
properties.  

Note 9 – Related Party Transactions 

Bonikro Gold Stream has an agreement with Orion Merchant Services LLC (“OMS”), a related party. 
As part of this agreement OMS provides services including but not limited to logistical support, 
customs clearance, negotiation of transportation contracts and assistance with services incidental to 
the purchase and sale of physical metal transactions. As part of this agreement, Bonikro Gold Stream 
paid OMS $100 in fees for the period ended December 31, 2019. These expenses were included in 
deal expenses in the carve-out statement of loss and comprehensive loss. 

Bonikro Gold Stream has appointed Orion Mine Finance Management III LLC, a limited liability 
company incorporated under the laws of Delaware, as its investment manager (the “Investment 
Manager”) in which capacity it is responsible for managing the overall business affairs of the Fund III. 
As part of this agreement, Bonikro Gold Stream paid the Investment Manager $91 for the period 
ended December 31, 2019. These expenses were included in general and administrative expenses in 
the carve-out statement of loss and comprehensive loss. 

Note 10 - Subsequent Events 

COVID-19 
In December 2019, a novel strain of coronavirus (COVID-19) surfaced. The spread of COVID-19 
around the world in the first quarter of 2020 caused significant volatility in U.S. and international 
markets. There is significant uncertainty around the breadth and duration of business disruptions 
related to COVID-19, as well as its impact on the U.S. and international economies and, as such, 
Bonikro Gold Stream is unable to determine if it will have a material impact to its operations.  
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See attached.



Management's Discussion and Analysis 
Period from October 7, 2019 to December 31, 2019 

 
The following management discussion and analysis (“MD&A”) relates to the audited carve-out financial statements 
and related notes as at and for the period from October 7, 2019 to December 31, 2019 (the “Carve-out Financial 
Statements”) of the Bonikro Gold Stream investment (“Bonikro Gold Stream”) controlled by Orion Mine Finance 
Fund III LP (“Fund III”) and should be read with the Carve-out Financial Statements. The information included in 
this MD&A is as of May 14, 2020, the date of the Carve-out Financial Statements. All monetary amounts included 
in this MD&A are expressed in thousands of U.S. dollars, Bonikro Gold Stream’s reporting and functional currency, 
unless otherwise noted. 
 

Description of the Business 

Fund III is a Cayman Islands exempted limited partnership formed on May 2, 2019. Fund III commenced 

operations on August 27, 2019. OMF Fund III (Mg) Ltd. (“Fund Mg”) is a Cayman Islands Corporation and is a 

wholly owned subsidiary of Fund III. Fund III invests in a number of royalties, and streams and other interests in 

the mining sector. The Bonikro Gold Stream investment is controlled by Fund III. 

Proposed Transaction 

On February 23, 2020, pursuant to an Acquisition Agreement (the “Acquisition Agreement”) among Guerrero 

Ventures Inc. (“Guerrero”), Orion Mine Finance Fund II LP (“Fund II”), OMF Fund II (Li) LP (“OMF Li”) and Fund III, 

Guerrero agreed to acquire a portfolio of stream and gold prepay loan assets for total consideration of $268 million 

owned, directly or indirectly, or controlled by Fund II, OMF Li and Fund III (collectively “Orion”). The transaction will 

constitute a reverse take-over of Guerrero since Orion will hold approximately 77% of the total shareholding of 

Guerrero upon completion of the reverse take-over. The remaining shareholding will be held by Yamana Gold Inc. 

(13%) and other diversified shareholders (10%). Bonikro Gold Stream, while part of Orion, is not the acquirer of 

Guerrero.  Following the transaction, Guerrero will become a diversified royalty company (with the corporate name 

of Nomad Royalty Company Ltd., “NRC”) and is seeking a listing on the Toronto Stock Exchange.  

Basis of Presentation of Carve-out Financial Statements 

These Carve-out Financial Statements of Bonikro Gold Stream represent the activities, assets and liabilities of the 

Bonikro Gold Stream on a “carve-out” basis, rather than representing the legal structure. The Carve-out Financial 

Statements of Bonikro Gold Stream have been prepared for the purpose of presenting the financial position, 

results of operations and cash flows of the Bonikro Gold Stream on a stand-alone basis and inclusion in the 

Guerrero filing statement to be filed with the TSX Venture Exchange  

  



Selected Financial Information 
 

The following tables summarize Bonikro Gold’s stream interest carrying values as at December 31, 2019. 

Summary of Stream Interest: 

Asset Operator Country Commodity Investment Type Stage as of 

December 31, 

2019 

Bonikro Gold Afrique Gold Dubai Gold Stream Production 

 

Stream interests 

The following tables summarize Bonikro Gold Stream’s carrying value as at December 31, 2019. 

  (in thousands of USD)  
Cost   
Balance at October 7, 2019     $                      -  

Additions 
                         

20,000  

Balance at December 31, 2019 
                         

20,000  
Accumulated Depletion   

Balance at October 7, 2019 
                                    

-  
Depletion expense                         (44)  

Balance at December 31, 2019                         (44)  

    
Carrying amount at December 31, 2019  $                19,956 
 

  



Overview of Financial Results 

  

Financial Summary 

 Other income of $0.1 million; 

 Operating loss and loss before income taxes of $0.4 million;  

 Net loss of $0.4 million; and  

 Net cash flows used by operating activities of $0.3 million.  

Other income for the period of October 7, 2019 to December 31, 2019 was $0.1 million and relates to 

commission income earned from net settling deliveries under the stream investment.   

Operating loss and loss before income taxes and net loss and comprehensive loss of $0.4 million for the 

period of October 7, 2019 to December 31, 2019 relates to expenses incurred during the period less other 

income.   

  

The period 

from October 

7, 2019

(in thousands of USD) to December 31,

2019

Other income 113

Operating loss and loss before income taxes (356)

Net loss and comprehensive loss (356)

Total assets 20,106

Operating cash flows (312)



Overall Performance and Results of Operations 

  
(in thousands of USD)    

 

      

Period from 
October 7, 2019 

to December 
31, 2019 

Other income               $       113  

        

Cost and Expenses     

  
Depletion of stream 
interests   44 

  Deal expenses                     100  

  
General and 
administrative                  288  

  Other expenses                       37  

Total cost and expenses 
 

469 

  

Operating loss and loss before income taxes        (356)  

    Income tax expense 
 

                  -    

    Total net loss and comprehensive loss            (356)  

    Attributable to: 
  

 

Owners of Bonikro Gold 
Stream 

 
 $               (356)  

 
Cash Flows 
Cash and cash equivalents are not included in the Carve-Out Financial Statement unless they are held in an 

account held by a controlled subsidiary that is subject to the Acquisition Agreement.  As a result, no cash or cash 

equivalent balances have been included in the Carve-out Financial Statements.   

 
Operating Activities 

Cash flows used in operating activities for the period ended December 31, 2019 amounted to $0.3 million and is 

mainly attributable to net loss incurred during the period.     

Investing Activities 

Cash flows used by investing activities was $20.0 million for the period ended December 31, 2019 and is 

attributable to the investment in the Bonikro Gold Stream.   

Financing Activities 

The cash flows provided by financing activities during 2019 was $20.3 million and is mainly attributable to funds 

advanced to acquire the investment noted in investing activities above. 

  



Related Party Transactions  

Bonikro Gold Stream has an agreement with Orion Merchant Services LLC (“OMS”), a related party. As part of this 

agreement OMS provides services including but not limited to logistical support, customs clearance, negotiation of 

transportation contracts and assistance with services incidental to the purchase and sale of physical metal 

transactions. As part of this agreement, Bonikro Gold Stream paid OMS $100 in fees for the period ended 

December 31, 2019. 

Bonikro Gold Stream has appointed Orion Mine Finance Management III LLC, a limited liability company formed 

under the laws of Delaware, as its investment manager (the “Investment Manager”) in which capacity it is 

responsible for managing the overall business affairs of Fund III. As part of this agreement, Bonikro Gold Stream 

paid the Investment Manager $91 for the period ended December 31, 2019.    

Contractual Obligations and Commitments 

The following table summarizes Bonikro Gold Stream’s commitments to pay for gold and silver to which it has the 

contractual right pursuant to the associated precious metals purchase agreement: 

Interest 

Attributable Payable 
Production to be 

Purchased 

Per Ounce 
Cash 

Payment 
Term of 

Agreement 
Date of 

Contract 

Bonikro
1 

$ 20 million Lower of 

Fair Market 

Value or 

$400 

Life of 

mine 

Oct 2019 

 

1. Bonikro Gold Stream is committed to 6% of each outtake until 650,000 oz. of refined gold have been outturned and 

39,000 oz. have been delivered. Between 650,000 oz. and 1,300,000 oz. of refined gold being outturned and 39,000 

oz. and 61,750 oz. being delivered, Bonikro Gold Stream is committed to 3.5% of each outtake. Thereafter, Bonikro 

Gold Stream is committed to 2% of each outtake until the mine has been depleted of all mineral properties.  

 

Off-balance Sheet Items 

 

There are no off-balance sheet arrangements. 

 

Risks and Uncertainties 

Bonikro Gold Stream holds a stream investment and operates in an industry that is dependent on a number of 

factors that include environmental, legal, operational/execution, financing and political risks, the discovery of 

economically recoverable reserves and the ability of third-parties to develop, construct and operate assets and to 

maintain production in an economically feasible production. If any of these risks occur, or if others occur, Bonikro 

Gold Stream’s operating results and financial condition could be seriously harmed and investors may lose a 

significant proportion of their investment. In addition, Bonikro Gold Stream is exposed to the following financial 

risks: 

Commodity Price Risk 

Other income, cash flow and net income from Bonikro Gold Stream will be influenced by the price of gold.  Such 

prices can fluctuate widely and are affected by numerous factors beyond the control of Bonikro Gold Stream.   

Critical Accounting Estimates and Judgements 



Estimates and assumptions are continually evaluated and are based on historical experience and other factors, 

including expectations of future events that are believed to be reasonable under the circumstances. The 

determination of estimates requires the exercise of judgement based on various assumptions and other factors 

such as historical experience and current and expected economic conditions. Actual results could differ from those 

estimates. Critical judgements in applying Bonikro Gold Stream’s accounting policies are detailed in the Carve-out 

Financial Statements. 

Reserves and Resources 

Stream interests comprise the only component of Bonikro Gold Stream’s assets and as such, the reserves and 

resources of the underlying ore body to which the interests relate may have a significant effect on Bonikro Gold 

Stream’s financial statements. Estimates are applied in determining the depletion of and assessing the 

recoverability of the carrying value of stream interests.  In respect of these interests, the public disclosures of 

reserves and resources that are released by the operators of these interests involve assessments of geological 

and geophysical studies and economic data and the reliance on a number of assumptions, including commodity 

prices and production costs.  These assumptions are, by their very nature, subject to interpretation and 

uncertainty. 

The estimates of reserves and resources may change based on additional knowledge gained subsequent to the 

initial assessment.  Changes in the estimates of reserves and resources may materially affect the recorded 

amounts of depletion and the assessed recoverability of the carrying value of the stream interests.  

Accounting for Stream Interest 

Management has applied significant judgment in determining the accounting for the stream interest upon initial 

recognition which involves evaluation of the terms and conditions of the arrangement at inception, as well as a 

number of factors including the nature of settlement under the arrangement, whether the arrangement exposes 

Bonikro Gold Stream to development, production and price risk, the duration of the arrangement and how it 

compares to life of mine, the linkage of the arrangement to a specific mineral property or properties, how future 

payments for deliveries of the commodity are determined and the correlation between initial investment made by 

Bonikro Gold Stream and share of output from the mineral properties.  As outlined in Note 3(e), this arrangement 

is currently being settled on a net cash basis as opposed to physical settlement which was considered by 

management in determining the substance of the arrangement.  The accounting for the stream interest is 

determined at initial recognition and is based on the contractual terms of the arrangement, including the nature of 

settlement under the arrangement, as well as the results of the assessment of the judgment areas noted above at 

that point in time. Based on these considerations, management has concluded that the stream interest is in 

substance the acquisition of a mineral property.   

Impairment of Stream Interest 

Assessment of impairment of stream interests requires the use of judgments, assumptions and estimates when 

assessing whether there are any indicators that could give rise to the requirement to conduct a formal impairment 

test on Bonikro Gold Stream’s stream interest. The assessment of fair values requires the use of estimates and 

assumptions for recoverable production, long-term commodity prices, discount rates, reserve/resource conversion, 

foreign exchange rates, future capital expansion plans and the associated production implications. Changes in any 

of the assumptions and estimates used in determining the fair value of the stream interest, investment measured 

at cost, could impact the impairment analysis. 

  



Subsequent Events to 2019 

COVID-19 
In December 2019, a novel strain of coronavirus (COVID-19) surfaced. The spread of COVID-19 around the world 

in the first quarter of 2020 caused significant volatility in U.S. and international markets. There is significant 

uncertainty around the breadth and duration of business disruptions related to COVID-19, as well as its impact on 

the U.S. and international economies and, as such, the Company is unable to determine if it will have a material 

impact to its operations. 



H-1

EXHIBIT “H”
CARVE-OUT FINANCIAL STATEMENTS OF THE YAMANA PORTFOLIO ASSETS FOR THE THREE

YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017

See attached.
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Independent Auditor’s Report 

To the Board of Directors of 
Yamana Gold Inc. 

Opinion 
We have audited the carve-out financial statements of the Yamana Royalty Portfolio of Yamana Gold 
Inc. (the “Yamana Portfolio”), which comprise the carve-out balance sheets as at December 31, 2019 
and 2018, the carve-out statements of earnings (loss) and comprehensive earnings (loss), changes in 
net parent investment and cash flows for the three years ended December 31, 2019, and notes to the 
carve-out financial statements, including a summary of significant accounting policies (collectively 
referred to as the “financial statements”). 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Yamana Portfolio as at December 31, 2019 and 2018, and its financial 
performance and its cash flows for the three years ended December 31, 2019 in accordance with 
International Financial Reporting Standards (“IFRS”). 
 
Basis for Opinion 
We conducted our audit in accordance with Canadian generally accepted auditing standards (“Canadian 
GAAS”). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of 
the Yamana Portfolio in accordance with the ethical requirements that are relevant to our audit of the 
financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance 
with these requirements. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion. 
 
Other Information 
Management is responsible for the other information. The other information comprises Management’s 
Discussion and Analysis. 
 
Our opinion on the financial statements does not cover the other information and we do not express 
any form of assurance conclusion thereon. In connection with our audit of the financial statements, our 
responsibility is to read the other information identified above and, in doing so, consider whether the 
other information is materially inconsistent with the financial statements or our knowledge obtained in 
the audit, or otherwise appears to be materially misstated. 
 
We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based 
on the work we have performed on this other information, we conclude that there is a material 
misstatement of this other information, we are required to report that fact in this auditor’s report. We 
have nothing to report in this regard. 
 
Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS, 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. 
 
In preparing the financial statements, management is responsible for assessing the Yamana Portfolio’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and 
using the going concern basis of accounting unless management either intends to liquidate the Yamana 
Portfolio or to cease operations, or has no realistic alternative but to do so. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 

http://www.deloitte.ca/


are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that 
an audit conducted in accordance with Canadian GAAS will always detect a material misstatement when 
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in 
the aggregate, they could reasonably be expected to influence the economic decisions of users taken on 
the basis of these financial statements. 
 
As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also: 
 
• Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control. 

• Obtain an 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 expressing an opinion on the 
effectiveness of the Yamana Portfolio’s internal control.  

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management. 

• Conclude on the appropriateness of management’s use of the going 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 Yamana Portfolio’s ability to continue as a going 
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our 
auditor’s report to the related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditor’s report. However, future events or conditions may cause the Yamana 
Portfolio to cease to continue as a going concern. 

• Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation. 

We communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit. 
 
 
 
 
/s/ Deloitte LLP 
 
Chartered Professional Accountants 
Licensed Public Accountants 
Toronto, Canada 
 
May 15, 2020 
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YAMANA PORTFOLIO 
CARVE-OUT STATEMENTS OF EARNINGS (LOSS) AND COMPREHENSIVE EARNINGS (LOSS) 
FOR THE YEARS ENDED DECEMBER 31,  
 
 

(In thousands of US Dollars)  2019   2018   2017   

Revenue  $ 839   $ 686   $ 85   

Depletion of royalty interests (Note 5) (300)  (272)  (48)  

General and administrative expenses (100)  (100)  (25)  

Earnings before taxes $ 439   $ 314   $ 12   

Income tax expense (Note 6) $ (251)  $ (199)  $ (20)  

Net earnings (loss) and comprehensive earnings (loss) $ 188   $ 115   $ (8)  
The accompanying notes are an integral part of the carve-out financial statements. 
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YAMANA PORTFOLIO 
CARVE-OUT STATEMENTS OF CASH FLOWS  
FOR THE YEARS ENDED DECEMBER 31,  
 
 

(In thousands of US Dollars) 2019   2018   2017   

Operating activities    

Earnings before taxes  $ 439   $ 314   $ 12   

Adjustment to reconcile net income to net operating cash flows:    

Depletion of royalty interests (Note 5) 300   272   48   

Allocation of general and administrative expenses 100   100   25   

Non-cash revenue adjustment (221)  (263)  (85)  

Cash flows from operating activities $ 618   $ 423   $ —   

Financing activities    

Cash transferred to parent company $ (618)  $ (423)  $ —   

Cash flows used in financing activities $ (618)  $ (423)  $ —   

Increase in cash and cash equivalents  $ —   $ —   $ —   

Cash and cash equivalents, beginning of year $ —   $ —   $ —   

Cash and cash equivalents, end of year $ —   $ —   $ —   
The accompanying notes are an integral part of the carve-out financial statements.  
 



 | 7 

 
YAMANA PORTFOLIO 
CARVE-OUT BALANCE SHEETS  
AS AT DECEMBER 31, 
 
 

(In thousands of US Dollars)  2019   2018   

Assets    

Non-current assets:   

Royalty interests and other (Note 5) $ 62,887   $ 57,623   

Total assets $ 62,887   $ 57,623   

Liabilities    

Non-current liabilities:   

Taxes payable (Note 6) $ 470   $ 219   

Total liabilities $ 470   $ 219   

Equity   

Net parent investment $ 62,417   $ 57,404   

Total equity $ 62,417   $ 57,404   

Total liabilities and equity $ 62,887   $ 57,623   

The accompanying notes are an integral part of the carve-out financial statements. 
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YAMANA PORTFOLIO 
CARVE-OUT STATEMENTS OF CHANGES IN NET PARENT INVESTMENT 
FOR THE YEARS ENDED DECEMBER 31, 
 
 
 

(In thousands of US Dollars)  Total Equity 

At January 1, 2017 $ —   

Net loss (8)  

Net parent investment 3,528   

At December 31, 2017 $ 3,520   

Net earnings 115   

Net parent investment 53,769   

At December 31, 2018 $ 57,404   

Net earnings 188   

Net parent investment 4,825   

At December 31, 2019 $ 62,417   
The accompanying notes are an integral part of the carve-out financial statements.  
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YAMANA PORTFOLIO 
NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS 

 
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018 and 2017  
(Tabular amounts in thousands of US Dollars, unless otherwise noted)  
 
1. BASIS OF PREPARATION AND PRESENTATION 
 
On February 23, 2020, pursuant to a Royalty and Contingent Payment Purchase Agreement between Guerrero Ventures Inc. 
(“Guerrero”), Yamana Gold Inc. (“Yamana” or the “Company”), and Serra Da Borda Mineração E Metalurgia S.A. (a subsidiary of 
Yamana), Guerrero agreed to purchase a portfolio of assets held by Yamana (the “transaction”). 
 
The portfolio of assets held by Yamana (“Yamana Portfolio”) is comprised of royalty interests in three properties across Argentina 
and Brazil, as well as a contingent payment to be received upon the declaration of commercial production of the Deep Carbonates 
Project (“DCP”) at the Gualcamayo gold mine in Argentina.  
 
These carve-out financial statements represent the activities, assets and liabilities of the assets held by the Yamana Portfolio on a 
“carve-out” basis, rather than representing the legal structure. For all periods presented in these carve-out financial statements, the 
economic activities related to the Yamana Portfolio are presented as if they were under common control regardless of legal structure. 
These carve-out financial statements have been prepared for the purpose of presenting the financial position, results of operations 
and cash flows of the Yamana Portfolio to be contributed to Guerrero on a stand-alone basis. Where appropriate, certain transactions 
and balances have been attributed to the Yamana Portfolio based on specific identification or allocation.  
 
The carve-out financial statements may not be indicative of the Yamana Portfolio’s future performance and they do not necessarily 
reflect what the results of operations, financial position and cash flows would have been had the Yamana Portfolio operated as an 
independent entity and had it presented stand-alone financial statements during the periods presented. 
 
These carve-out financial statements are prepared in accordance with the International Financial Reporting Standards as issued by 
the International Accounting Standards Board (“IFRS”) (“IASB”), effective as of December 31, 2019. 
 
The carve-out financial statements have been prepared on a going concern basis, in accordance with the basis of preparation and 
accounting policies set out below.  
 
These carve-out financial statements were authorized for issuance by the Yamana management on May 15, 2020. 
 
 
2. SIGNIFICANT ACCOUNTING POLICIES  

 
(a) Principles of combination 

 
The carve-out financial statements comprise the carve-out financial statements of the Yamana Portfolio.  
 
(b) Currency translation - Functional and presentation currency 

 
The functional and presentation currency of the carve-out financial statements is the United States dollars with all amounts rounded 
to the nearest thousand unless otherwise noted.  
 
(c) Royalty interests and other 

 
Royalty interests and other consist of acquired royalty interests in metal purchase agreements in producing, development and 
exploration stage properties as well as financial assets recorded at fair value through profit and loss.  
 
Royalty interests are recorded at cost and capitalized as tangible assets with finite lives. The cost of the asset is determined with 
reference to the cost model under IAS 16 Property, Plant and Equipment and includes the purchase price, and any closing costs 
directly attributable to the acquisition of the assets. The purchase price of the asset is the aggregate cash amount as well as the fair 
value of any other non-cash consideration given to acquire the asset. In subsequent periods, the assets are measured at cost less 
accumulated depletion and accumulated impairment losses. 
 
Producing royalty interests are depleted using the units-of-production method over the life of the property to which the interest relates. 
The life of the property is estimated using life of mine models specifically associated with the royalty properties which include proven 
and probable reserves and may include a portion of resources expected to be converted into reserves. Royalty interests in 
development stage and exploration stage properties are not amortized until production begins. 
 
On initial recognition, a financial asset is measured at fair value through profit and loss. These assets are subsequently re-measured 
at fair value each period, with net gains and losses recognized in profit or loss.  
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(d) Impairment of non-financial assets  

 
Royalty interests are reviewed for impairment if there is any indication that the carrying amount may not be recoverable. Impairment 
is assessed at the level of cash-generating units (“CGUs”) which, in accordance with IAS 36 Impairment of Assets, are identified as 
the smallest identifiable group of assets that generates cash inflows, which are largely independent of the cash inflows from other 
assets. This is usually at the individual royalty level for each property from which cash inflows are generated. 
 
An impairment loss is recognized for the amount by which the asset’s carrying value exceeds its recoverable amount, which is the 
higher of fair value less costs of disposal (“FVLCD”) and value-in-use (“VIU”). The future cash-flow expected is derived using 
estimates of proven and probable reserves, a portion of resources that is expected to be converted into reserves and information 
regarding the mineral properties that could affect the future recoverability of the Yamana Portfolio’s interests. Discount factors are 
determined individually for each asset and reflect their respective risk profiles. In certain circumstances, the Yamana Portfolio may 
use a market approach in determining the recoverable amount which may include an estimate of (i) net present value of estimated 
future cash flows; and (ii) dollar value per ounce of reserve/resource. Impairment losses are charged to the royalty interest. Assets 
are subsequently reassessed for indications that an impairment loss previously recognized may no longer exist. An impairment 
charge is reversed if the conditions that gave rise to the recognition of an impairment loss are subsequently reversed and the asset’s 
recoverable amount exceeds its carrying amount. Impairment losses can be reversed only to the extent that the recoverable amount 
does not exceed the carrying value that would have been determined had no impairment been recognized previously. 
 
(e) Revenue recognition 

 
Revenue comprises revenues earned directly from royalty agreements. Revenue is recognized when the gold product is physically 
delivered and sold by the operator (or its agent) to third-party customers. Revenue is measured at fair value of the consideration 
received or receivable when management can reliably estimate the amount, pursuant to the terms of the royalty agreement. In some 
instances, the Yamana Portfolio will not have access to enough information to make a reasonable estimate of revenue and, 
accordingly, revenue recognition is deferred until management can make a reasonable estimate. Differences between estimates and 
actual amounts are adjusted and recorded in the period that the actual amounts are known. 
 
 (f) Income taxes 
 
The income taxes associated with the Yamana Portfolio’s carve-out financial statements have been calculated as if it had operated 
as a separate taxpayer. Therefore, the income tax expense for the period is the amount of tax payable or refundable based on the 
Yamana Portfolio’s returns had it operated independently, and is presented as income tax expense. 
 
Deferred income tax is determined using the expected manner of recovering the accounting carrying value of assets and is recorded 
using the assets and liabilities method, which compares the accounting and tax basis of the Yamana Portfolio’s assets and liabilities 
and deferred taxes are recognized with respect to the temporary differences between such basis. 
 
No deferred taxes are recognized for the following temporary differences: the initial recognition of assets and liabilities in a transaction 
other than a business acquisition and that does not affect the accounting or tax result, and differences related to investments in 
subsidiaries and joint ventures to the extent it is probable that they will not be reversed in a foreseeable future. 
 
Taxes are calculated using rates based on enacted laws, or which have been substantially enacted at the reporting date. The tax 
amounts recorded in the carve-out income statements are not necessarily representative of the tax amounts that may arise in the 
future. 
 
 
3. NEW ACCOUNTING STANDARDS ISSUED BUT NOT YET EFFECTIVE 
 
Certain pronouncements have been issued by the IASB that are mandatory for accounting periods after December 31, 2019.  There 
are currently no such pronouncements that are expected to have a significant impact on the Yamana Portfolio's carve-out financial 
statements upon adoption. 
 
 
4. SIGNIFICANT JUDGMENTS, ESTIMATES AND ASSUMPTIONS  
 
The preparation of carve-out financial statements in accordance with IFRS requires management to make judgments, estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date 
of the consolidated financial statements and the reported amounts of revenues and expenses during the reporting periods. Estimates 
and assumptions are continuously evaluated and are based on management’s best knowledge of the relevant facts and 
circumstances, having regard to previous experience. However, actual outcomes may differ from the amounts included in the carve-
out financial statements. In particular, the areas which require management to make significant judgments, estimates and 
assumptions in determining carrying values are: 
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Reserves and Resources 
 

The reserves and resources of the properties to which the Yamana Portfolio’s interests relate have a significant effect on the Yamana 
Portfolio’s financial statements. These estimates are applied in determining the depletion of and assessing the recoverability of the 
carrying value of interests. In respect of these interests, the disclosures of reserves and resources that are released by the operators 
of these interests involve assessments of geological and geophysical studies and economic data and the reliance on a number of 
assumptions, including commodity prices and production costs. These assumptions are, by their very nature, subject to interpretation 
and uncertainty. 
 
The estimates of reserves and resources may change based on additional knowledge gained subsequent to the initial assessment. 
Changes in the estimates of reserves and resources may materially affect the recorded amounts of depletion and the assessed 
recoverability of the carrying value of the royalty interests. 
 
Impairment of Royalty Interests 
 
Assessment of impairment of royalty interests requires the use of judgments, assumptions and estimates when assessing whether 
there are any indicators that could give rise to the requirement to conduct a formal impairment test on the Yamana Portfolio’s royalty 
interests. The assessment of fair values requires the use of estimates and assumptions for recoverable production, long-term 
commodity prices, discount rates, reserve/resource conversion, foreign exchange rates, future capital expansion plans and the 
associated production implications. Changes in any of the assumptions and estimates used in determining the fair value of the royalty 
interests, investments measured at cost, could impact the impairment analysis. 
 
 
5. ROYALTY INTERESTS AND OTHER 
 
The following tables summarize the Yamana Portfolio’s carrying values for its royalty interests and other assets: 
 

 RDM Gualcamayo Suruca Gualcamayo Total 

Cost Royalty Royalty Royalty DCP Payment  

At January 1, 2018 $ 3,588   $ —   $ —   $ —   $ 3,588   

Acquisitions —   31,064   —   23,291   54,355   

At December 31, 2018 $ 3,588   $ 31,064   $ —   $ 23,291   $ 57,943   

Accumulated depletion      

At January 1, 2018 $ (48)  $ —   $ —   $ —   $ (48)  

Depletion (272)  —   —   —   (272)  

At December 31, 2018 $ (320)  $ —   $ —   $ —   $ (320)  

Carrying amount, December 31, 2018 $ 3,268   $ 31,064   $ —   $ 23,291   $ 57,623   

 

 RDM Gualcamayo Suruca Gualcamayo Total 

Cost Royalty Royalty Royalty DCP Payment  

At January 1, 2019 $ 3,588   $ 31,064   $ —   $ 23,291   $ 57,943   

Acquisitions —   —   5,564   —   5,564   

At December 31, 2019 $ 3,588   $ 31,064   $ 5,564   $ 23,291   $ 63,507   

Accumulated depletion      

At January 1, 2019 $ (320)  $ —   $ —   $ —   $ (320)  

Depletion (300)  —   —   —   (300)  

At December 31, 2019 $ (620)  $ —   $ —   $ —   $ (620)  

Carrying amount, December 31, 2019 $ 2,968   $ 31,064   $ 5,564   $ 23,291   $ 62,887   
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Main acquisition - 2019 
 
On July 5, 2019, Yamana completed the sale of its 100% interest in the Chapada mine to Lundin Mining Corporation. As part of the 
transaction, the Yamana Portfolio was granted a 2% net smelter return royalty (“NSR royalty”), payable in cash, and based on gold 
production from the Suruca gold deposit, within the Chapada mining complex (“Suruca Royalty”).  
 
The Suruca gold deposit is not yet in commercial production as at December 31, 2019. 
 
Main acquisition - 2018 
 
On December 14, 2018, Yamana completed the sale of its 100% interest in the Gualcamayo mine to Mineros S.A. As part of the 
transaction, the Yamana Portfolio was granted a 2% NSR royalty on the Gualcamayo mine, payable in cash, on metal produced after 
the initial 396,000 ounces, capped at $50.0 million (excluding products produced from the Deep Carbonates Project (“DCP”); and a 
1.5% uncapped NSR royalty on products produced from the Deep Carbonates project, collectively known as the “Gualcamayo 
Royalty”. In addition, the Yamana Portfolio was granted the right to receive an amount of $30 million, payable in cash, upon 
declaration of commercial production of the Gualcamayo DCP (“DCP Payment”). The DCP Payment is a financial asset recorded at 
fair value through profit and loss. 
 
The Gualcamayo oxide royalty has not achieved the minimum threshold of gold production for payment. 
 
The Gualcamayo DCP has not declared commercial production as at December 31, 2019. 
 
Main acquisition - 2017  

 
On October 27, 2017, by means of a royalty swap agreement, the Yamana Portfolio acquired the Mineração Riacho dos Machados 
mine (“RDM mine”) royalty interest (“RDM Royalty”), owned at the time by Brio Gold Inc. ("Brio Gold”), an entity controlled by Yamana 
(refer to Note 9: Subsequent Events). The RDM Royalty is comprised of a 1% NSR on gold products and a 2% NSR on other products 
produced from the RDM mine. 

 
6. INCOME TAXES 
 

 2019   2018   2017   

Income tax expense $ 251   $ 199   $ 20   

 
Income tax expense is recognized based on management's best estimate of the average annual income tax rate expected for the 
full financial year multiplied by the pre-tax income of the reporting period. 
 
The income tax rate for the year ended December 31, 2019 was 34% (2018: 34%, 2017: 34%).  
 
 
7. CUSTOMER CONCENTRATION 
 
For the year ended December 31, 2019, all revenues were generated by the RDM mine, owned at the time by Leagold Mining 
Corporation ("Leagold"), an entity over which Yamana had significant influence (refer to Note 9: Subsequent Events).  
 

 
8. FINANCIAL RISK MANAGEMENT 

 
The Yamana Portfolio does not own any financial assets or financial liabilities other than the DCP Payment. 
 
The Yamana Portfolio is engaged in the business of acquiring, managing and creating resource royalties. Royalties are interests that 
provide the right to production from the various properties. These activities expose the Yamana Portfolio to a variety of financial risks, 
which include direct exposure to market risks (mainly commodity price risk) and capital risk management. 
 
Management designs strategies for managing some of these risks, which are summarized below. The Yamana Portfolio’s executive 
management oversees the management of financial risks. The Yamana Portfolio’s executive management ensures that its financial 
risk-taking activities are governed by appropriate policies and procedures and that financial risks are identified, measured and 
managed in accordance with the Yamana Portfolio’s policies and risk appetite. 
 
The Yamana Portfolio’s overall objective from a risk management perspective is to safeguard its assets and mitigate risk exposure 
by focusing on security rather than yield. 
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Market Risk 
 
Market risk is the risk that changes in market factors will affect the value of the Yamana Portfolio’s financial instruments. The Yamana 
Portfolio is exposed to the commodity price risk. The Yamana Portfolio’s royalties are subject to fluctuations from changes in market 
prices of the underlying commodities. The market prices of gold and other metals are the primary drivers of the Yamana Portfolio’s 
profitability and ability to generate cash flows. All of the Yamana Portfolio is unhedged in order to provide the parent company with 
maximum exposure to changes in the market prices of these commodities. 
 
Capital Risk Management 
 
The Yamana Portfolio’s primary objective when managing capital is to provide a sustainable return to the parent company through 
managing the royalty interests. The Yamana Portfolio defines capital as the net investment from the parent company. The Yamana 
Portfolio is not subject to externally imposed capital requirements or significant capital requirement with its parent.  
 
 
9. SUBSEQUENT EVENTS 
 
Yamana Portfolio Sale 
 
On February 23, 2020, Yamana announced it has entered into a definitive purchase agreement to sell the Yamana Portfolio for total 
consideration of $65 million to Guerrero. Guerrero will satisfy the purchase price by issuing to Yamana $45 million in common shares 
of Guerrero at a price of C$0.90 per share and by paying $20 million in cash, on closing. Guerrero may elect, prior to closing, to pay 
up to $10 million of the cash consideration through a deferred cash payment. Under this election, Yamana will receive interest at 3% 
calculated and payable on a quarterly basis, and the Deferred Cash Payment may be converted at any time, in whole or in part,  by 
the holder into shares of Guerrero at C$0.90 per share. 
 
Leagold Mining Corporation and Equinox Gold Corp. Merger 

 

On May 24, 2018, Yamana completed the disposal of its 53.6% controlling interest in Brio Gold to Leagold. Pursuant to the terms of 
the sale, the Company received 20.5% of Leagold's issued and outstanding shares.  
 
On December 16, 2019, Leagold and Equinox Gold Corp. ("Equinox") jointly announced that the companies had entered into a 
definitive agreement to combine in an at-market merger. On March 10, 2020, the companies announced that the merger had been 
completed. The combined company continues as Equinox Gold under the ticker symbol “EQX” on both the Toronto Stock Exchange 
and the New York Stock Exchange.  
 
Pursuant to the transaction, Leagold shareholders received 0.331 of an Equinox share for each Leagold share held. This resulted in 
Yamana owning approximately 9% of the combined company. 
 
COVID-19 
 

The recent outbreak of the novel COVID-19 continues to adversely impact global commercial activity and has contributed to 
significant volatility in financial markets. The global impact of the outbreak has been rapidly evolving, and as cases of the virus have 
continued to be identified in additional countries, many countries have reacted by instituting quarantines and restrictions on travel. 
Such actions are creating disruption in global supply chains, and adversely impacting a number of industries, such as transportation, 
hospitality and entertainment. The outbreak could have a continued adverse impact on economic and market conditions and trigger 
a period of global economic slowdown. The rapid development and fluidity of this situation precludes any prediction as to the ultimate 
adverse impact of the novel coronavirus. Nevertheless, the novel coronavirus presents material uncertainty and risk with respect to 
the Yamana Portfolio’s performance and financial results. In addition to the factors described above, other factors described herein 
that may affect market, economic and geopolitical conditions, and thereby adversely affect our business include, without limitation, 
economic slowdown in Canada and internationally, changes in interest rates and/or a lack of availability of credit in Canada and 
internationally, commodity price volatility and changes in law and/or regulation, and uncertainty regarding government and regulatory 
processes and policy. 
 

 
************* 
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EXHIBIT “I”
MANAGEMENT’S DISCUSSION AND ANALYSIS OF THE YAMANA PORTFOLIO ASSETS FOR THE

YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017

See attached.
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YAMANA PORTFOLIO CARVE-OUT  

MANAGEMENT’S DISCUSSION AND ANALYSIS 

  

This Management’s Discussion and Analysis (“MD&A”) for the years ended December 31, 2019, 2018 and 2017, is 

based on the financial condition and results of operations of the Yamana Portfolio as described in Section 1 below, and 

should be read in conjunction with the carve-out financial statements of the Yamana Portfolio for the years ended 

December 31, 2019, 2018 and 2017. All figures are in United States Dollars ("US Dollars") unless otherwise specified 

and are in accordance with International Financial Reporting Standards as issued by the International Accounting 

Standards Board (“IFRS”). 

  
Cautionary statements regarding forward-looking information can be found in Section 7 of this MD&A. 

 

1. CORE BUSINESS AND OUTLOOK  
     

On February 23, 2020, pursuant to a Royalty and Contingent Payment Purchase Agreement between Guerrero 

Ventures Inc. (“Guerrero”), Yamana Gold Inc. (“Yamana” or the “Company”), and Serra Da Borda Mineração E 

Metalurgia S.A. (a subsidiary of Yamana), Guerrero agreed to purchase a portfolio of assets held by Yamana (the 

“transaction”). 
 

The portfolio of assets held by Yamana (“Yamana Portfolio”) is comprised of royalty interests in three properties across 

Argentina and Brazil, as well as a contingent payment to be received upon the declaration of commercial production of 

the Deep Carbonates Project (“DCP”) at the Gualcamayo gold mine in Argentina.  

 

The Yamana Portfolio is wholly owned by Yamana, a Canadian-based precious metals producer listed on the Toronto 

Stock Exchange (Symbol: YRI) and the New York Stock Exchange (Symbol: AUY).  

 

The Yamana Portfolio does not operate mines, develop projects, or conduct exploration, and is comprised of the 

following interests: 

 
Chapada Mining Complex Suruca Project - Brazil - 2019 

 

Lundin Mining (“Lundin”) is the owner of the Chapada mining complex located in northern Goias State, Brazil. Suruca 

is a gold-only project 7 kilometers northeast of Chapada with an oxide zone scheduled to deliver production of 50,000 

ounces per year over 5 years and an underlying sulphide zone with current proven and probable mineral reserves of 

762,000 ounces (estimated at 42.7 Mt of sulphide material grading 0.56 g/t Au) and measured and indicated mineral 

resources of 1.4 million ounces that remains open for expansion (estimated at 82.3 Mt grading 0.54 g/t Au).  

 

Total proven and probable gold mineral reserves for Suruca are estimated at 65.2 Mt grading 0.51 g/t Au containing 

approximately 1.1 million ounces of gold, inclusive of 22.5 Mt of oxide material grading 0.41 g/t Au containing 

approximately 300,000 ounces of gold and 42.7 Mt of sulphide material grading 0.56 g/t Au containing approximately 

762,000 ounces of gold.   

 

Based on the mineral reserves and mineral resources, the production potential of the Suruca sulphide zone is expected 

to range between 120,000 and 150,000 ounces per year based on a processing plant capacity of 8 mill ion tonnes per 

year.   

 

On July 5, 2019, the Yamana Portfolio acquired from Lundin a 2% NSR based on gold production from the Suruca gold 

deposit, within the Chapada mining complex (“Suruca royalty”). 

 
Gualcamayo mine - Argentina - 2018 

 

Mineros S.A. (“Mineros”) is the owner of the Gualcamayo mineral property covering 7,128 hectares, located in northern 

San Juan Province, Argentina, consisting of one Cateo and 57 Minas. On December 14, 2018, the Yamana Portfolio 

acquired the following royalties from Mineros: 

 

• A 2% NSR royalty on the Gualcamayo mine, payable in cash, on metal produced after the initial 396,000 
ounces, capped at $50.0 million (excluding products produced from the DCP); and 

• A 1.5% uncapped NSR royalty on products produced from the DCP. 
 
These two acquired royalties are collectively known as the “Gualcamayo royalty”. 
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Gualcamayo Mine DCP Payment - Argentina - 2018 

 

As part of the aforementioned Gualcamayo transaction, the Yamana Portfolio also acquired from Mineros the right to 

receive a cash payment in association with the Gualcamayo DCP. The DCP comprises the exploitation of the sulphide 

orebody within the mineral rights that extends below the current oxide Quebrada Del Diablo Lower West (QDD-LW) 

orebody, and is primarily associated with the South West orebody.  

 

On December 14, 2018, the Yamana Portfolio acquired the right to receive cash payment of $30.0 million, upon 

commencement of commercial production of the DCP (“DCP payment”). 

 

Mineração Riacho dos Machados mine (“RDM mine”) - Brazil - 2017 

 

Equinox Gold Corp. (“Equinox”) is the owner of the RDM mine, located in Minas Gerais State in Brazil, about 560 km 

north of the state capital city of Belo Horizonte. The RDM mine property covers approximately 22,600 hectares and is 

accessible by air and road. The operation is a conventional open pit mine with a 7,000 tpd carbon-in-leach CIL plant. 

The RDM mine commenced commercial production in early 2014 and the average life of mine production at the RDM 

mine is estimated to be approximately 98,000 ounces of gold per year over a nine-year mine life. 

 

The Yamana Portfolio acquired the RDM mine royalty interest (“RDM royalty”) on October 27, 2017, which is comprised 

of a 1% NSR on gold products and a 2% Net Smelter Returns (“NSR”)  on other products produced from the RDM 

mine.  

 

The RDM mine is currently the only cash generating royalty in the Yamana Portfolio. 
 

OUTLOOK 

 

The RDM royalty is expected to generate approximately $1.2 million of cash in 2020, based on the following: 

• Forecasted $1,550 average gold price 

• RDM mine’s 2020 production expectations of approximately 77,000 ounces of gold. 

 

The Gualcamayo oxides royalty is not expected to generate cash in 2020 due to the minimum threshold of 396,000 

ounces of gold production not yet being achieved by Mineros, the owner of the Gualcamayo mineral property. 

 

The DCP payment and DCP royalties are not expected to generate cash in 2020; however the DCP continues to be 

assessed for future development by Mineros, the owner of the Gualcamayo mineral property. 

 

The Suruca royalty is not expected to generate cash in 2020; however the Suruca Project continues to be assessed 

for future development by Lundin, the owner of the Chapada mining complex. 

 
 

2. FINANCIAL RESULTS 

 For the year ended December 31, 

(In thousands of US Dollars) 2019 2018 2017 
Royalty Revenue $ 839   $ 686   $ 85   
Depletion (300)  (272)  (48)  

Gross Margin $ 539   $ 414   $ 37   
General & Administrative Expense (100)  (100)  (25)  

Earnings Before Tax $ 439   $ 314   $ 12   
Income Tax Expense (251)  (199)  (20)  

Net Earnings (Loss) $ 188   $ 115   $ (8)  
 

 

• Revenue for the year ended December 31, 2019 was $839 thousand, compared to $686 thousand in 2018, 

and $85 thousand in 2017. 
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• Gross margin for the year ended December 31, 2019 was $539 thousand, compared to $414 thousand in 

2018, and $37 thousand in 2017. 

 

• Net earnings for the year ended December 31, 2019 were $188 thousand, compared to net earnings of $115 

thousand in 2018, and a net loss of $8 thousand in 2017. 

 

Royalty revenue increased in 2019 by $153 thousand and $754 thousand compared to 2018 and 2017 respectively. 

Royalty revenue in each of the years disclosed above was derived solely from the Yamana Portfolio’s royalty interest 

in the producing RDM mine. The increase in revenue in 2019 compared to 2018 and 2017 was attributable to higher 

gold production from the RDM mine. Gold production in 2019 benefited from the switch from diesel generators to grid 

power on March 30, 2019, with improved throughput and recoveries leading to increased production; as well as higher 

grades and improved contractor mining performance. These improvements were partially offset by the temporary 

suspension of milling operations in mid-September following a notice from the regional environmental agency, which 

was lifted in mid-October. Gold production in 2018 was negatively impacted by several shutdowns of the mine during 

the year, the most significant being the aforementioned temporary shutdown in the fourth quarter due to regional 

drought conditions. 

 

The increase in depletion expense for the 2019 year compared to 2018 and 2017 was directly attributable to the 

increase in royalty revenue during the year. 

 

General and administrative expense for the 2019 year was consistent with 2018, but greater than 2017 as a result of 

the Yamana Portfolio’s first acquisition not occurring until the fourth quarter of 2017. 

 

The increase in tax expense for the 2019 year compared to 2018 and 2017 was directly attributable to the increase in 

royalty revenue during the year. 

 
 

3. FINANCIAL CONDITION AND LIQUIDITY 
 

BALANCE SHEET REVIEW 

 

As at, (in thousands of US Dollars) December 31, 2019 December 31, 2018 

Royalty interests and other $ 62,887   $ 57,623   

Total assets $ 62,887   $ 57,623   

   

Taxes payable $ 470   $ 219   

Total liabilities $ 470   $ 219   

   

Net parent investment $ 62,417   $ 57,404   

Total equity $ 62,417   $ 57,404   

   

Total liabilities and equity $ 62,887   $ 57,623   

 
Total assets were $62.9 million as at December 31, 2019, 9% higher than as at December 31, 2018, primarily 

attributable to the acquisition of the Suruca royalty interest in July 2019. The Yamana Portfolio’s asset base is 

comprised of non-current assets, specifically royalty interests in mining properties and the DCP payment which is a 

financial asset and is subsequently re-measured at fair value each period, with net gains and losses recognized in profit 

or loss. The fair value of the DCP payment has not changed since its initial recognition on December 14, 2018. 

 

Total liabilities were $0.5 million as at December 31, 2019, 115% higher than as at December 31, 2018, primarily 

attributable to the build up of the taxes payable, as a result of RDM royalty revenues.  
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LIQUIDITY 

 

The Yamana Portfolio relies on Yamana for financial support to fund the acquisition of new royalty interests. 

 

Given the nature of the assets in the Yamana Portfolio, there are no day-to-day expenditure commitments. In the course 

of business, if any expenditure commitments were to arise, the Yamana Portfolio would receive cash support  from 

Yamana. 
 

SOURCES AND USES OF CASH 

 

The Yamana Portfolio generates cash flows from the RDM royalty, which are collected by Yamana, resulting in net zero 

cash flows for all periods.  

 
Operating activities 
 

The Yamana Portfolio generates operating cash flows from the RDM royalty. The cash flows generated by the RDM 

royalty for year ended December 31, 2019 are higher than the comparative periods due to higher production at the 

RDM mine. 

 
Investing activities 

 

The Yamana Portfolio had no cash inflows or outflows related to investing activities. As aforementioned, the acquisition 

of the royalty interests in the Yamana Portfolio is the result of certain Yamana transactions highlighted in Section 1 of 

this MD&A. 

 
Financing activities 

 

The Yamana Portfolio had cash outflows related to financing activities as a result of transferring 100% of the cash 

received from the RDM royalty to Yamana. The financing cash outflows for the year ended December 31, 2019 are 

higher than the comparative periods due to higher production at the RDM mine. 
 

CONTRACTUAL OBLIGATIONS AND COMMITMENTS  

 

As at December 31, 2019, the Yamana Portfolio had no contractual obligations or commitments outstanding. 

 
OFF-BALANCE SHEET ARRANGEMENTS 

 
As at December 31, 2019, the Yamana Portfolio did not have any material off-balance sheet arrangements. 
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4. ECONOMIC TRENDS, BUSINESS RISKS AND UNCERTAINTIES 

 
METAL PRICE RISK 

 

The prices of precious metals, particularly gold, are the largest factors in determining profitability and cash flow from 

operations for the Yamana Portfolio. Historically, the price of gold has been subject to volatile price movements and is 

affected by numerous macroeconomic and industry factors that are beyond the Yamana Portfolio’s control. 

 

For the quarter ended December 31, 2019, spot gold prices averaged $1,480 per ounce, representing an increase of 

21% compared to $1,226 per ounce in the fourth quarter of 2018. Prices ranged between $1,452 and $1,517 per ounce 

during the fourth quarter of 2019. As at December 31, 2019, the closing price was $1,515 per ounce.  

 

Gold prices moved higher in the fourth quarter of 2019. Lower rates across the globe, along with continued trade 

concerns between the US and China and growing levels of negative yielding debt globally continue to support prices. 

Easing monetary policies combined with many governments facing challenging fiscal situations and elevated levels of 

debt, should be supportive of gold over the longer term. In the short-term, gold prices are likely be driven by the 

changing sentiment as to the monetary policy path of the US Fed and US Treasury yields, equity market volatility, 

developments on global trade and geopolitical concerns. 

 

Central banks continue to be net buyers, with 2019 being the second largest year of purchases this decade. Russia, 

Turkey, Poland, and China are notable buyers. It is expected that central banks will continue to be net buyers for the 

foreseeable future as diversification remains key in order to mitigate risk from ongoing geopolitical and economic 

uncertainty. 

 
OTHER RISKS 

 
Risks Relating to Mineral Projects 

 

To the extent that they relate to the production of gold or an applicable commodity from, or the operation of, the mines, 

the Yamana Portfolio will be subject to the risk factors applicable to the operators of such mines. Whether the mines 

will be commercially viable depends on a number of factors, including cash costs associated with extraction and 

processing, the particular attributes of the deposit, such as size, grade and proximity to infrastructure, as well as metal 

prices which are highly cyclical and government regulations, including regulations relating to prices, taxes, royalties, 

land tenure, land use, importing and exporting of minerals and environmental protection. The mines are also subject to 

other risks that could lead to their shutdown and closure including flooding and weather related events, the failure to 

receive permits or having existing permits revoked, collapse of mining infrastructure including tailings pond, as well as 

community or social related issues. The exact effect of these factors cannot be accurately predicted, but the 

combination of these factors may result in the mines becoming uneconomic resulting in their shutdown and closure. 

 

No Control Over Mining Operations 

 

The Yamana Portfolio has no contractual rights relating to the operation or development of the mines. The Yamana 

Portfolio will not be entitled to any material compensation if these mining operations do not meet their forecasted gold 

or other production targets in any specified period or if the mines shut down or discontinue their operations on a 

temporary or permanent basis. The mines may not commence commercial production within the time frames 

anticipated, if at all, and there can be no assurance that the gold or other production from such properties will ultimately 

meet forecasts or targets. At any time, any of the operators of the mines or their successors may decide to suspend or 

discontinue operations. The Yamana Portfolio is subject to the risk that the mines shut down on a temporary or 

permanent basis due to issues including, but not limited to economics, lack of financial capital, floods, fire, mechanical 

malfunctions, social unrest, expropriation and other risks. There are no guarantees the mines will achieve commercial 

production, ramp-up targets or complete expansion plans. These issues are common in the mining industry and can 

occur frequently. 

 
Government Regulations 

 

The mines are subject to various foreign laws and regulations governing prospecting, exploration, development, 

production, exports, taxes, labour standards, waste disposal, protection and remediation of the environment, 

reclamation, historic and cultural resources preservation, mine safety and occupational health, handling, storage and 

transportation of hazardous substances and other matters. It is possible that the risks of expropriation, cancellation or 

dispute of licenses could result in substantial costs, losses and liabilities in the future. The costs of discovering, 
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evaluating, planning, designing, developing, constructing, operating and closing the mines in compliance with such 

laws and regulations are significant. It is possible that the costs and delays associated with compliance of such laws 

and regulations could become such that the owners or operators of the mines would not proceed with the development 

of or continue to operate the mines. Moreover, it is possible that future regulatory developments, such as increasingly 

strict environmental protection laws, regulations and enforcement policies thereunder, and claims for damages to 

property and persons resulting from the mines could result in substantial costs and liabilities in the future. 

 
International Operations 

 

The operations with respect to the Yamana Portfolio’s interests are conducted in Brazil and Argentina, and as such, 

the mines are exposed to various levels of political, economic and other risks and uncertainties. These risks and 

uncertainties include, but are not limited to, terrorism, international sanctions, hostage taking, military repression, crime, 

political instability, currency controls, extreme fluctuations in currency exchange rates, high rates of inflation, labour 

unrest, the risks of war or civil unrest, expropriation and nationalization, renegotiation or nullification of existing 

concessions, licenses, permits, approvals and contracts, illegal mining, changes in taxation policies, restrictions on 

foreign exchange and repatriation, changing political conditions, and governmental regulations. Changes, if any, in 

mining or investment policies or shifts in political attitude may adversely affect the operations or profitability of the mines 

in these countries. Operations may be affected in varying degrees by government regulations with respect to, but not 

limited to, restrictions on production, price controls, export controls, currency remittance, income taxes, expropriation 

of property, foreign investment, maintenance of claims, environmental legislation, land use, land claims of local people, 

water use, mine safety and the rewarding of contracts to local contractors or require foreign contractors to employ 

citizens of, or purchase supplies from, a particular jurisdiction. A failure to comply strictly with applicable laws, 

regulations and local practices relating to mineral right applications and tenure, could result in loss, reduction or 

expropriation of entitlements, or the imposition of additional local or foreign parties as joint venture partners with carried 

or other interests. The occurrence of these various factors and uncertainties cannot be accurately predicted and could 

have an adverse effect on the mines. 

 
Environmental 

 

All phases of mining and exploration operations are subject to environmental regulation pursuant to a variety of 

government laws and regulations. Environmental legislation is becoming stricter, with increased fines and penalties for 

non-compliance, more stringent environmental assessments of proposed projects and heightened responsibility for 

companies and their officers, directors and employees. Continuing issues with tailings dam failures at other companies’ 

operations may increase the likelihood that these stricter standards and enforcement mechanisms will be implemented 

in the future. There can be no assurance that possible future changes in environmental regulation will not adversely 

affect the operations at the Mines, and consequently, the results of the Yamana Portfolio’s operations. 

 
COVID-19 
 
The recent outbreak of COVID-19 continues to adversely impact global commercial activity and has contributed to 

significant volatility in financial markets. The global impact of the outbreak has been rapidly evolving, and as cases of 

the virus have continued to be identified in additional countries, many countries have reacted by instituting quarantines 

and restrictions on travel. Such actions are creating disruption in global supply chains, and adversely impacting a 

number of industries. The outbreak could have a continued adverse impact on economic and market conditions and 

trigger a period of global economic slowdown. The rapid development and fluidity of this situation precludes any 

prediction as to the ultimate adverse impact of COVID-19. Nevertheless, COVID-19 presents material uncertainty and 

risk with respect to the Company’s performance and financial results. In addition to the factors described above, other 

factors described herein that may affect market, economic and geopolitical conditions, and thereby adversely affect our 

business include, without limitation, economic slowdown in Canada and internationally, changes in interest rates and/or 

a lack of availability of credit in Canada and internationally, commodity price volatility and changes in law and/or 

regulation, and uncertainty regarding government and regulatory processes and policy. 
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5. CONTINGENCIES 

  

The Yamana Portfolio is not currently subject to any litigation proceedings; however, may be involved in disputes with 

other parties in the future that may result in litigation. If the Yamana Portfolio is unable to resolve these disputes 

favorably, it may have a material adverse impact on the Yamana Portfolio’s financial condition, cash flow and results 

of operations. 

 

 
6. CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

 

The Yamana Portfolio’s carve-out financial statements are prepared in accordance with International Financial 

Reporting Standards as issued by the International Accounting Standards Board ("IFRS"). The significant accounting 

policies applied and recent accounting pronouncements are described in Note 2 and Note 3, respectively, to the 

Yamana Portfolio’s financial statements for the years ended December 31, 2019, 2018 and 2017. 

 

In preparing the Yamana Portfolio’s financial statements in accordance with IFRS, management is required to make 

estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses. Critical 

accounting estimates represent estimates that are uncertain and for which changes in those estimates could materially 

impact the Yamana Portfolio’s financial statements. Actual future outcomes may differ from present estimates. 

Management reviews its estimates and assumptions on an ongoing basis using the most current information available. 

 

The critical judgements and key sources of estimation uncertainties in the application of accounting policies are 

disclosed in Note 4 to the Yamana Portfolio’s financial statements for the years ended December 31, 2019, 2018 and 

2017. 

 

 
7. CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 

 
This report provides a discussion and analysis of the financial condition and results of operations 

(“Management’s Discussion and Analysis”) to enable a reader to assess material changes in financial 

condition between December 31, 2019, and December 31, 2018, and results of operations for the years ended 

December 31, 2019, 2018 and 2017.  

  

This Management’s Discussion and Analysis has been prepared as of May 15, 2020. The carve-out financial 

statements prepared in accordance with IFRS as issued by the IASB accompany this Management’s 

Discussion and Analysis. This Management’s Discussion and Analysis is intended to supplement and 

complement the accompanying audited carve-out financial statements and notes thereto as at and for the 

years ended December 31, 2019, 2018 and 2017 (collectively the “Financial Statements”). You are encouraged 

to review the Financial Statements in conjunction with your review of this Management’s Discussion and 

Analysis. Certain notes to the Financial Statements are specifically referred to in this Management’s 

Discussion and Analysis. All Dollar amounts in the Management’s Discussion and Analysis are in US Dollars, 

unless otherwise specified.  

 

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 

  

This Management’s Discussion and Analysis contains or incorporates by reference “forward-looking statements” and 

“forward-looking information”. Forward-looking information includes, but is not limited to information with respect to the 

Company’s strategy, plans or future financial or operating performance, results of feasibility studies, repayment of debt 

or updates regarding mineral reserves and mineral resources. Forward-looking statements are characterized by words 

such as “plan", “expect”, “budget”, “target”, “project”, “intend”, “believe”, “anticipate”, “estimate” and other similar words, 

or statements that certain events or conditions “may” or “will” occur. Forward-looking statements are based on the 

opinions, assumptions and estimates of management considered reasonable at the date the statements are made, and 

are inherently subject to a variety of risks and uncertainties and other known and unknown factors that could cause 

actual events or results to differ materially from those projected in the forward-looking statements. These factors include 

the Company’s expectations in connection with the production and exploration, development and expansion plans at 

the Company's projects discussed herein being met, the impact of proposed optimizations at the Company's projects, 

changes in national and local government legislation, taxation, controls or regulations and/or change in the 

administration of laws, policies and practices, and the impact of general business and economic conditions, global 

liquidity and credit availability on the timing of cash flows and the values of assets and liabilities based on projected 

future conditions, fluctuating metal prices (such as gold, silver, copper and zinc), currency exchange rates (such as the 
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Brazilian Real and the Argentine Peso versus the United States Dollar), the impact of inflation, possible variations in 

ore grade or recovery rates, changes in the Company’s hedging program, changes in accounting policies, changes in 

mineral resources and mineral reserves, risks related to asset dispositions, risks related to metal purchase agreements, 

risks related to acquisitions, changes in project parameters as plans continue to be refined, changes in project 

development, construction, production and commissioning time frames, unanticipated costs and expenses, higher 

prices for fuel, steel, power, labour and other consumables contributing to higher costs and general risks of the mining 

industry, failure of plant, equipment or processes to operate as anticipated, unexpected changes in mine life, final 

pricing for concentrate sales, unanticipated results of future studies, seasonality and unanticipated weather changes, 

costs and timing of the development of new deposits, success of exploration activities, permitting timelines, government 

regulation and the risk of government expropriation or nationalization of mining operations, risks related to relying on 

local advisors and consultants in foreign jurisdictions, environmental risks, unanticipated reclamation expenses, risks 

relating to joint venture operations, title disputes or claims, limitations on insurance coverage, timing and possible 

outcome of pending and outstanding litigation and labour disputes, risks related to enforcing legal rights in foreign 

jurisdictions. Although the Company has attempted to identify important factors that could cause actual actions, events 

or results to differ materially from those described in forward-looking statements, there may be other factors that cause 

actions, events or results not to be anticipated, estimated or intended. There can be no assurance that forward-looking 

statements will prove to be accurate, as actual results and future events could differ materially from those anticipated 

in such statements. The Company undertakes no obligation to update forward-looking statements if circumstances or 

management’s estimates, assumptions or opinions should change, except as required by applicable law. The reader 

is cautioned not to place undue reliance on forward-looking statements. The forward-looking information contained 

herein is presented for the purpose of assisting investors in understanding the Company’s expected financial and 

operational performance and results as at and for the periods ended on the dates presented in the Company’s plans 

and objectives and may not be appropriate for other purposes. 
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Nomad Royalty Company Ltd. 
Pro Forma Consolidated Balance Sheet 
As at December 31, 2019 
(Unaudited) 
(Expressed in thousands of United States dollars) 

 
 

Orion 
Fund II 

Portfolio 

Bonikro 
Gold 

Stream 

Yamana 
Portfolio 

Guerrero 
Ventures 

Inc. 

Pro forma 
adj. 

Note 4      Nomad Royalty 
Company Ltd. 

Assets        
Current assets        
 Cash - - - 737 (10,000) d) - 
      (854) a)  
      5,904 e)  
      4,213 h)  
 Accounts receivable 140 - - 11 -  151 
 Marketable securities - - - 47 -  47 
 Gold prepay loan 6,842 - - - -  6,842 
 Other assets 300 150 - - -  450 

Total current assets         7,282 150 - 795         (737)  7,490 

         
Non-current assets        

 Royalty and stream interests         68,973 19,956 62,887 - 17,777 c) 164,499 
      (5,094) d)  

Total non-current assets         68,973 19,956 62,887 - 12,683  164,499 

         
Total assets         76,255  20,106 62,887 795 11,946  171,989 

         
Liabilities        
Current liabilities        
 Bank overdraft - - - - 4,213 h) 4,213 
 Accounts payable and accrued 

liabilities              375 150 - 161 -  686 

Total current liabilities           375  150 - 161 4,213  4,899 

         
Non-current liabilities        

 Deferred payment liability - - - - 10,000 d) 10,000 
 Taxes payable       -  - 470 - (470) d) - 

Total non-current liabilities     - - 470 - 9,530  10,000 

         
Total liabilities              375  150 470 161 13,743  14,899 

         
Equity        
 Net parent investment       75,880  19,956 62,417 - (75,880) b) - 
      (19,956) c)  
      (62,417) d)  
 Share capital - - - 17,986 (17,986) a) 178,804 
      75,880 b)  
      21,494 a)  
      37,733 c)  
      37,793 d)  
      5,904 e)  
 Contributed surplus - - - 1,158 (1,158) a) 2,303 
      1,144 a)  
      1,159 f)  
 Shares subscription receivable - - -  (4) 4 a) - 
 Deficit - - - (18,506) 18,506 a) (24,017) 
      (22,858) a)  
      (1,159) f)  

Total equity       75,880  19,956 62,417 634 (1,797)  157,090 

         
Total liabilities and equity        76,255  20,106 62,887 795 11,946  171,989 

         



 

See accompanying notes to the unaudited pro forma consolidated financial statements. 
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Nomad Royalty Company Ltd. 
Pro Forma Consolidated Statement of Income (Loss) 
For the year ended December 31, 2019 
(Unaudited) 
(Expressed in thousands of United States dollars) 

 Orion 
Fund II 

Portfolio 

Bonikro 
Gold  

Stream 

Yamana 
Portfolio 

Guerrero 
Ventures 

Inc. 

Pro forma 
adj. 

Note 4      Nomad Royalty 
Company Ltd. 

Revenue        
 Gold and silver sales       17,377 - 839 - -  18,216 
 Other income - 113 - - -  113 
         

Total revenue       17,377 113 839 - -  18,329 

         
Purchased cost of gold and 

silver       (14,670)  - - - - 
 

      (14,670)  
Depletion of royalty and stream 

interests          (2,591)  (44) (300) - (40) c) (2,975) 

 (17,261) (44) (300) - (40)  (17,645) 
        

Gross profit (loss) 116 69 539 - (40)  684 

        
Other operating expenses        
 General and administrative          (2,071)  (288) (100) (564) (1,831) f) (4,854) 
 Deal expenses (335) (100) - - -  (435) 
 Other expenses               (42)  (37) - - -  (79) 
 Listing expenses - - - - (22,858) a) (22,858) 
         

Total other operating expenses       (2,448)  (425) (100) (564) (24,689)  (28,226) 

               
Operating income (loss)          (2,332)  (356) 439 (564) (24,729)  (27,542) 

        
Interest income 832 - - - -  832 
Interest expense - - - (19) (780) d) (799) 
Foreign exchange gain - - - 1 -  1 
Debt forgiveness - - - 79 -  79 
Gain on disposition of subsidiary - - - 29 -  29 
Unrealized gain on marketable 

securities - - - 8 - 
 

8 
Other gains 3,458 - - - -  3,458 
        

Income (loss) before income 
taxes          1,958  (356) 439 (466) (25,509) 

 
(23,934) 

         
Income tax expense (recovery)                 -    - (251) - 207 d), g) (44) 
         

Net income (loss)          1,958  (356) 188 (466) (25,302)  (23,978) 

        
        
         
        

  



Nomad Royalty Company Ltd. 
Notes to the Pro Forma Consolidated Financial Statements 
As at December 31, 2019 
(Unaudited) 
 (Expressed in thousands of United States dollars, unless noted otherwise) 
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1. BASIS OF PRESENTATION 

The unaudited pro forma consolidated financial statements (the “Pro Forma Financial Statements”) have been 
prepared by the management of Guerrero Ventures Inc. (“Guerrero” or the “Company”) for their inclusion in the Filing 
Statement of Guerrero dated May 15, 2020 in connection with the (i) acquisition agreement dated February 23, 2020 
(the “Orion Vend In Agreement”) entered into among Guerrero, Orion Mine Finance Fund II LP, Orion Mine Finance 
Fund III LP and  OMF Fund II (LI) LP (collectively the “Orion Group”); and (ii) Royalty and Contingent Payment 
Purchase Agreement dated February 23, 2020 (collectively with the Orion Vend In Agreement, the “Vend In 
Agreements”) entered into among Guerrero, Yamana Gold Inc. and Serra Da Borda Mineração E Metalurgia S.A., a 
subsidiary of Yamana Gold Inc. (collectively “Yamana”), pursuant to which Guerrero agreed to purchase portfolios 
comprised of ten royalty, stream and gold loan assets from the Orion Group for a consideration of $268,279 (including 
$221,764 for the Orion Fund II Portfolio and $46,515 for the Bonikro Gold Stream) and from Yamana (the “Yamana 
Portfolio”) for a consideration of $65,000 (collectively the “RTO1 Transaction”). The RTO Transaction (refer to Note 
3 for details) is subject to a number of conditions including, among other things, regulatory approval and the 
concurrent completion of an equity financing and will result in the Orion Group and Yamana holding approximately 
78.3% and 13.1% respectively of Guerrero’s outstanding common shares. The RTO Transaction will constitute a 
reverse take-over of Guerrero by the Orion Fund II Portfolio. The Vend In Agreements entitle Guerrero to all amounts 
received under the royalty, stream and loan agreements starting from January 1, 2020, which are not reflected in the 

Pro Forma Financial Statements.  

Guerrero held an annual and special meeting of shareholders on April 14, 2020 to, among other things, approve a 
change of its corporate name to Nomad Royalty Company Ltd. (“Nomad” or the “Resulting Issuer”) at the completion 
of the RTO Transaction and carry on its business of acquiring and managing precious metals royalty and stream 
interests as the Resulting Issuer.  

The Pro Forma Financial Statements have been prepared for illustrative purposes only and give effect to the RTO 
Transaction as further described in Note 3 and pursuant to the assumptions and adjustments described in Note 4. 
The unaudited pro forma consolidated balance sheet as at December 31, 2019 gives effect to the RTO Transaction 
as if it had occurred on December 31, 2019 and the unaudited pro forma consolidated statement of income (loss) for 
the year ended December 31, 2019 gives effect to the RTO Transaction as if it had occurred on January 1, 2019. 

The Pro Forma Financial Statements are not necessarily indicative of the financial position and results of operations 
that would have been achieved if the transactions had been completed on the date or for the year presented, nor do 
they claim to project the results of operations or financial position of the entity for any future period or as of any future 
date. Any potential synergies that may be realized and integration costs that may be incurred upon completion of the 
transactions, if successful, have been excluded from the Pro Forma Financial Statements. 

The calculation and allocation of the purchase price for the acquisition of Guerrero, the Yamana Portfolio and the 
Bonikro Gold Stream have been prepared on a preliminary basis and is subject to change between the time such 
preliminary estimations were made and closing as a result of several factors which could include among others: 
changes in fair value of the assets acquired and liabilities assumed, the market price of the related shares, options 
and restricted share units (“RSUs”), and the actual transaction costs incurred. Further, the pro forma financial 
information is not necessarily indicative of the results of operations that may be obtained in the future. 

The Pro Forma Financial Statements are presented in United States dollars (“U.S. dollars”), and all amounts are 
rounded to the nearest thousand, unless otherwise noted. Guerrero’s audited consolidated statements of financial 
position as at December 31, 2019 and audited consolidated statements of loss and comprehensive loss for the year 
ended December 31, 2019, presented in Canadian dollars, have been converted to U.S. dollars using Bank of 
Canada’s daily exchange rate on December 31, 2019 of 1.2988 and the average for the year ending December 31, 
2019 of 1.3269, respectively. For the RTO Transaction and the concurrent equity financing, an exchange rate of 
1.3936, based on Bank of Canada’s daily exchange rate on April 13, 2020, has been used.  

In preparing the Pro Forma Financial Statements, the following historical information, that was prepared in 

accordance with International Financial Reporting Standards (“IFRS”), was used: 

                                                           
1 RTO stands for reverse take-over as further discussed in Note 3. 
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a. For the unaudited pro forma consolidated balance sheet as at December 31, 2019: 

(i) the audited combined carve-out balance sheet of the Orion Fund II Portfolio as at December 31, 2019; 

(ii) the audited carve-out balance sheet of the Bonikro Gold Stream as at December 31, 2019; 

(iii) the audited carve-out balance sheet of the Yamana Portfolio as at December 31, 2019; 

(iv) the audited consolidated statement of financial position of Guerrero as at December 31, 2019. 

b. For the unaudited pro forma consolidated statement of income (loss) for the year ended December 31, 2019: 

(i) the audited combined carve-out statement of income and comprehensive income of the Orion Fund II 
Portfolio for the year ended December 31, 2019; 

(ii) the audited carve-out statement of loss and comprehensive loss of the Bonikro Gold Stream for the period 
ended from October 7, 2019 to December 31, 2019; 

(iii) the audited carve-out statement of earnings (loss) and comprehensive earnings (loss) of the Yamana 
Portfolio for the year ended December 31, 2019; 

(iv) the audited consolidated statements of loss and comprehensive loss of Guerrero for the year ended 
December 31, 2019. 

The Pro Forma Financial Statements should be read in conjunction with: (i) the description of the transactions in the 
Filing Statement, and (ii) the historical financial statements, together with the notes thereto, of Guerrero, the Orion 
Fund II Portfolio, the Bonikro Gold Stream and the Yamana Portfolio referred to above which are included in the 
Filing Statement and are available at www.sedar.com for Guerrero. 

In the opinion of the Company’s management, these Pro Forma Financial Statements include all adjustments 
necessary for a fair presentation of the transactions described in the notes to the Pro Forma Financial Statements 

and applied on a basis consistent with the Orion Fund II Portfolio’s accounting policies. 

2. SIGNIFICANT ACCOUNTING POLICIES 

The accounting policies used in preparing the Pro Forma Financial Statements are set out in Orion Fund II Portfolio’s 
audited combined carve-out financial statements for the year ended December 31, 2019, which have been prepared 
in accordance with IFRS as issued by the International Accounting Standards Board. In preparing the Pro Forma 
Financial Statements, a review of available information was undertaken to identify accounting policy differences 
between Guerrero, the Orion Fund II Portfolio, the Bonikro Gold Stream and the Yamana Portfolio. While 
management believes that the significant accounting policies of Guerrero, the Orion Fund II Portfolio, the Bonikro 
Gold Stream and the Yamana Portfolio are consistent in all material respects, accounting policy differences may be 
identified upon completion of the transactions. 

Certain assets, liabilities and expenses of Guerrero, the Bonikro Gold Stream and the Yamana Portfolio have been 
reclassified to conform to Orion Fund II Portfolio’s financial statements presentation and the presentation of the 
consolidated statement of income have been changed in the Pro Forma Financial Statements to be aligned with the 

anticipated presentation of the Resulting Issuer. 

http://www.sedar.com/
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3. AGREEMENT AND RELATED TRANSACTIONS 

On February 23, 2020, Guerrero entered into the Vend In Agreements with each of the Orion Group and Yamana, 
pursuant to which Guerrero agreed to purchase the Orion Fund II Portfolio, the Bonikro Gold Stream and the Yamana 
Portfolio comprised of ten royalty, stream and gold loan assets for a total consideration of $268,2792 and $65,000 
respectively. Guerrero will satisfy the purchase price of the Orion Fund II Portfolio and the Bonikro Gold Stream by 
issuing 396,455,9652 common shares to the Orion Group at a price of C$0.90 per common share. Additionally, 
Guerrero will satisfy the purchase price of the Yamana Portfolio by issuing 66,500,000 common shares to Yamana 
at a price of C$0.90 per share and by paying $20,000 in cash (the “Yamana Cash Consideration”).  Guerrero will pay 
up to $10,000 of the Yamana Cash Consideration through a deferred payment (the “Deferred Payment”), which, will 
have a term of two years (subject to early redemption features), will bear interest at an annual rate of 3% and will be 
convertible at the option of Yamana into common shares of Guerrero at a price of C$0.90 per share. Upon closing of 
the RTO Transaction, Guerrero also intends to change its corporate name to Nomad, as the resulting issuer. 
 
In connection with the RTO Transaction, Guerrero, the Orion Group and Yamana will negotiate a definitive investor 
rights agreement to govern the relationship of Nomad with the Orion Group and Yamana as shareholders, which will 
provide, among other things, that the Orion Group will be subject to a 12-month lockup period in respect of its common 
shares of Nomad and Yamana will be subject to a similar six-month lockup period. 
 
Concurrent with the RTO Transaction, Guerrero intends to effect a private placement (the “Private Placement”) with 
a syndicate of dealers on a “best efforts” basis, subject to all required regulatory approvals, of a minimum amount of 
C$9,040 ($6,487) in subscription receipts at a price of C$0.90 per subscription receipt. Each subscription receipt will 
entitle the holder thereof to receive, without any further action or payment, one common share of Nomad upon the 
satisfaction of certain escrow release conditions, including completion of the RTO Transaction. The Private 
Placement is expected to close before the closing of the RTO Transaction and will be used to fund a portion of the 
Yamana Cash Consideration.  
 
The capital structure of Nomad will be unchanged from Guerrero’s current capital structure, other than for the 
issuance of the shares contemplated by the RTO Transaction and the Private Placement (collectively the 
“Transactions”). The RTO Transaction will result in a reverse take-over of Guerrero by the Orion Fund II Portfolio, 
whereby the Orion Fund II Portfolio will be deemed to have acquired control of Guerrero through the deemed issuance 
of 33,282,236 common shares to Guerrero’s shareholders based on Guerrero’s net assets as at December 31, 2019. 
Guerrero does not constitute a business and as such the deemed acquisition is accounted for as an acquisition of 
assets and assumption of liabilities taking into account the application of IFRS 2 Share-based Payment. 

 
The RTO Transaction also led to the acquisitions of the Bonikro Gold Stream and the Yamana Stream by the Orion 
Fund II Portfolio, which have been recorded as acquisitions of assets as neither the acquired assets and assumed 
liabilities constitute businesses under IFRS 3 Business Combinations. The cost of each royalty and stream interest 
acquired in the Bonikro Gold Stream and the Yamana Portfolio was determined based on its fair value at the time of 

acquisition. 

The completion of the Transactions is subject to the satisfaction of a number of conditions, but not limited to: 
(i) closing conditions customary in transactions of this nature; (ii) receipt of regulatory approvals, including approval 
of the TSX Venture Exchange (“TSX-V”) for the Transactions and Toronto Stock Exchange (“TSX”) listing effective 
upon closing of the Transactions; (iii) completion of the RTO Transaction; (iv) completion of the Private Placement; 
and (v) other actions necessary to complete the Transactions.  There can be no assurance that the Transactions will 
be completed as or at all.  Given that Guerrero has no active operations, is not subject to a cease trade order, and 
that the Transactions will be effected at arm’s length and do not otherwise require shareholder approval under the 
Canada Business Corporations Act and applicable securities legislation, shareholder approval will not be required 
under the applicable policies of the TSX-V. In connection with the Transactions, Guerrero will seek approval from the 
Toronto Stock Exchange to graduate from the TSX-V and list its common shares on the TSX.  

 

                                                           
2 Refer to note 4 c) for the allocation between the Orion Fund II Portfolio and the Bonikro Gold Stream. 
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Acquisition of Guerrero 

The net assets of Guerrero acquired are to be recorded at their estimated relative fair market values at the time of 
the closing of the RTO Transaction and are based on preliminary management estimates. As such, the preliminary 
estimates of the consideration paid and the allocation to the net assets acquired, which are subject to change, are 
summarized as follows: 

Consideration deemed paid for the deemed acquisition of Guerrero $  
  

33,282,236 common shares deemed issued to Guerrero's existing shareholders(1) 21,494 
2,425,000 share options deemed issued to Guerrero's existing optionholders(2) 1,144 
Estimated transaction costs to be paid in cash 854 

  
 23,492 

  
Net assets deemed acquired:  
  

Net assets of Guerrero as at December 31, 2019 634 

  
  
Listing expenses 22,858 

  
(1) Based on the 33,282,236 Guerrero common shares outstanding as at December 31, 2019. The price of the 

Guerrero shares was based on the pricing of the Private Placement.  

(2)  Based on the 2,425,000 Guerrero share options outstanding as at December 31, 2019. The fair value of the 
share options was estimated using the Black-Scholes option pricing model based on the following weighted 
average assumptions: risk-free interest rate of 1.2%, average projected volatility of 38%, dividend yield of 
2.2%, average expected life of common share options of 4.2 years for a fair value of the share options of 
$0.47 per option.  

Acquisition of the Bonikro Gold Stream and the Yamana Portfolio 

The net assets of the Bonikro Gold Stream and the Yamana Portfolio acquired are to be recorded at the fair value of 
the consideration paid and allocated to the assets and liabilities based on their estimated relative fair values at the 
time of the closing of the RTO Transaction and are based on preliminary management estimates. As such, the 
preliminary estimates of the consideration paid and the allocation to the net assets acquired, which are subject to 
change, are summarized as follows: 

 
Bonikro Gold  

Stream 
Yamana 
Portfolio 

Consideration paid for the acquisitions  $  $  
   

68,738,445 common shares issued to Orion Group(1) 37,733 - 
66,500,000 common shares issued to Yamana(1) - 37,793 
Deferred payment to Yamana - 10,000 
Cash - 10,000 

   
 37,733 57,793 

   
Net assets acquired:   
   

Royalty and stream interests 37,733 57,793 

   
(1) Based on the pricing of the Private Placement. See also notes 4(c) and (d).  
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4. PRO FORMA ADJUSTMENTS 

The Pro Forma Financial Statements include the following assumptions and adjustments to give effect to the 
Transactions: 

a. To record the deemed acquisition of Guerrero’s issued and outstanding common shares by the Orion Fund II 
Portfolio at a consideration deemed paid of $23,492 as described in Note 3, including estimated transaction 
costs paid in cash of $854. As a result, listing expenses of $22,858 were recognized in the statement of 
income (loss). 

b. To record the continuity of interest method of accounting for the Orion Fund II Portfolio. All assets and liabilities 
of the Orion Fund II Portfolio are maintained at their historical values and the historical value of the net parent 
investment has been reclassified to share capital.  The Orion Fund II Portfolio consists of a gold stream on 
Blyvoor Gold Capital (Pty.) Ltd.’s Blyvoor mine in South Africa, a silver stream on Heron Resources Limited’s 
Woodlawn mine in Australia, silver streams on Premier Gold Mines Limited’s Mercedes mine in Mexico and 
South Arturo mine in Nevada, United States and a senior-secured gold prepay facility with Premier Gold Mines 
Limited. 

c. To record the acquisition of the Bonikro Gold Stream, which consists of a gold stream on Allied Gold Corp’s 
Bonikro mine in the Ivory Coast. The total consideration to the Orion Group of $268,279, as described in note 
3, has been attributed to the Orion Fund II Portfolio ($221,764, or 327,717,520 shares of Nomad) and to the 
Bonikro Gold Stream ($46,515 or 68,738,445 shares of Nomad). The number of shares have been determined 
as per the Vend In Agreements at a price of C$0.90 per share and an exchange rate of 1.33. For accounting 
purposes, the shares issued to the Orion Group for the Bonikro Gold Stream were valued at $37,733 using 
the Private Placement’s share price of C$0.90 minus an illiquidity discount to take into account certain 
restrictions on the sales of the common shares by the Orion Group, including a 12-month hold period. The 
depletion amount recognized in the statement of income (loss) has been increased by $40 to reflect the 
acquisition cost of the Bonikro Gold Stream. 

d. The depletion amount recognized on the statement of income (loss) has been increased to reflect the 
acquisition fair value attributed to the gold stream over the period of the operation, from October 7, 2019 to 
December 31, 2019. To record the acquisition of the Yamana Portfolio, which consists of a 1-2% net smelter 
return royalty (“NSR royalty”) on Equinox Gold Corp’s Riacho dos Machados mine in Brazil, a 2% NSR royalty 
on Lundin Mining Corporation’s Suruca mine in Brazil, a 2% NSR royalty on Minero s S.A’s Gualcamayo mine 
in Argentina and a contingent payment related to the commercial production of Gualcamayo mine’s Deep 
Carbonates Project (“DCP”) and a 1.5% NSR royalty on DCP. As consideration, the Company will issue 
66,500,000 shares, valued at $37,793 for accounting purposes, using a share price of C$0.90 based on the 
Private Placement minus an illiquidity discount to take into account certain restrictions on the sales of the 
common shares by Yamana, including a 6-month hold period. The Cash Consideration of $20,000 has been 
reflected as a $10,000 payment in cash and a $10,000 Deferred Payment liability. The conversion option is 
accounted for as an embedded derivative. The fair value of the embedded conversion option derivative 
amounting to $1,000 was estimated using an option pricing model based on the following weighted average 
assumptions: risk-free interest rate of 1.6%, weighted average projected volatility of 30%, dividend yield of 
2.2% and weighted average contractual life of 1.0 year. The residual amount of $9,000 has been attributed to 
the debt host. The pro forma interest expense reflected on the statement of income (loss) amounts to $780 
based on an estimated effective interest rate of 8.82% on the debt host. 

e. To record the Private Placement of C$9,040 ($6,487) at a price of C$0.90 per share through the issuance of 
10,044,269 shares of Nomad, net of estimated fees of $583. 

f. In connection with the RTO Transaction, 8,761,400 share options will be issued to officers of Nomad 
(5,000,000 share options will vest immediately and 3,761,400 share options will vest in equal tranches over a 
three year period). The fair value of the share options was estimated using the Black-Scholes option pricing 
model based on the following weighted average assumptions: risk-free interest rate of 1.2%, average 
projected volatility of 38%, dividend yield of 2.2%, average expected life of common share options of 4.5. The 
fair value of the share options was estimated at $0.17 per option. The total share-based compensation related 
to share options granted on the consolidated statement of income (loss) amounts to $1,085. 

A total of 2,045,200 RSUs will be granted to officers of Nomad with 500,000 RSUs vesting immediately, 
500,000 RSUs vesting in equal tranches over a three year period and 1,045,200 RSUs vesting on the third 
anniversary of the grant. The fair value of the restricted share units were estimated using a share price of 
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C$0.90. The total share-based compensation related to RSUs granted on the consolidated statement of 
income (loss) amounts to $746. 

g. To record an estimated effective tax rate of 26.6% for 2019, amounting to $207 on the consolidated statement 
of income (loss). 

h. The pro forma cash deficiency at December 31, 2019 of $4,213 was reclassed to bank overdraft on the pro 
forma consolidated balance sheet.    

5. SHARE CAPITAL 

Share capital as at December 31, 2019 in the unaudited pro-forma consolidated balance sheet is comprised of the 
following: 

 

Number of 
shares  Share Capital 

   $  
    
Opening balance – Orion Fund II Portfolio -  - 
    
Shares deemed issued to Guerrero's existing shareholders 33,282,236  21,494 
Shares issued to acquire the Orion Fund II Portfolio as part of the 
reverse take-over(1) 327,717,520  75,880 
Shares issued to acquire the Bonikro Gold Stream 68,738,445  37,733 
Shares issued to acquire the Yamana Portfolio 66,500,000  37,793 
Shares issued under the Private Placement 10,044,269  5,904 

    
Total 506,282,470  178,804 

(1) Use of the continuity of interest method of accounting 

6. OUTSTANDING OPTIONS 

The weighted average terms of the options outstanding as at December 31, 2019 are as follows: 

 Number  

 
Exercise 

price  

Weighted 
average year 

to expiry 

   C$     

      

Pre-existing Guerrero options 2,425,000  0.20  4.56 

Nomad share options 8,761,400  0.90  4.45 

 11,186,400  0.75  4.47 
 

  



Nomad Royalty Company Ltd. 
Notes to the Pro Forma Consolidated Financial Statements 
As at December 31, 2019 
(Unaudited) 
 (Expressed in thousands of United States dollars, unless noted otherwise) 
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7. PRO FORMA LOSS PER SHARE 

  
Pro forma net loss (23,978) 
  
Guerrero basic weighted average number of common shares outstanding 9,894,451 
Shares issued to acquire the Orion Fund II Portfolio as part of the reverse take-over 327,717,520 
Shares issued to acquire the Bonikro Gold Stream 68,738,445 
Shares issued to acquire the Yamana Portfolio 66,500,000 
Shares issued under the Private Placement 10,044,269 

  
Total 482,894,685 

 

Basic and diluted pro forma net loss per share (0.05) 

 

Basic and diluted net loss per share are identical as all potentially dilutive common shares are deemed to be 
antidilutive as a result of the pro forma net loss. 

8. INCOME TAXES 

The pro forma effective income tax rate applicable to the consolidated operations was based on the statutory tax rate 
of 26.60% applicable to the fiscal year 2019. 
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EXHIBIT “K”
INFORMATION CONCERNING THE SOUTH ARTURO MINE AND THE MERCEDES MINE

The following information concerning the South Arturo Mine and Mercedes Mine should be read in conjunction
with the information concerning the South Arturo Mine and Mercedes Mine appearing elsewhere in the Filing
Statement.

The following are summaries of information from technical reports on certain properties relating to the South Arturo
Mine and Mercedes Mine. Guerrero has determined the South Arturo Mine and Mercedes Mine will be material
mineral properties of the Resulting Issuer upon Closing of the Vend In Transactions. The information presented in
this Exhibit “K” - “INFORMATION CONCERNING THE SOUTH ARTURO MINE AND THE MERCEDES
MINE” about the South Arturo Mine and Mercedes Mine is extracted or derived from public disclosures made
pursuant to Canadian securities law, including technical reports prepared in accordance with NI 43-101
(collectively, the “Third Party Technical Reports”).

The technical report on the South Arturo Mine was prepared for Premier Gold on March 26, 2018. The technical
report on the Mercedes Mine was prepared for Premier Gold on April 18, 2018. In each case, the respective
technical report is the most recent technical report available with respect to the South Arturo Mine and Mercedes
Mine.

Premier Gold is a reporting issuer in Canada that has identified the sources of the scientific and technical
information in their technical reports and are required to publicly disclose all material scientific and technical
information with respect to the South Arturo Mine and Mercedes Mine, respectively, and where material
information with respect to a material property is disclosed, that information must be supported by a technical
report. Pursuant to NI 43-101, the Orion Group and Guerrero are not required to file technical reports in connection
with their interest in the South Arturo Mine and Mercedes Mine and they may rely on technical reports prepared by
Premier Gold. See “NOTICE TO INVESTORS - Technical and Third Party Information”.

The Third Party Technical Reports are subject to certain assumptions, qualifications and procedures described
therein. Reference should be made to the full text of the Third Party Technical Reports, which have been filed with
Canadian securities regulatory authorities pursuant to NI 43-101 and are available for review on SEDAR under
Premier Gold’s profile on SEDAR at www.sedar.com. The Third Party Technical Reports are not and shall not be
deemed to be incorporated by reference.

The form of the disclosure with respect to the South Arturo Mine and Mercedes Mine below is prescribed by
securities legislation. The information with respect to the South Arturo and Mercedes Mine is derived from
disclosure prepared by the respective owners and operators of those properties, and may not include all information
a reader deems relevant with respect to the South Arturo Mine and Mercedes Mine. The Third Party Technical
Reports, and consequently the disclosure below, are prepared as of a certain point in time, and neither Guerrero nor
the Orion Group are in a position to determine whether any information with respect to the South Arturo Mine and
Mercedes Mine that may be material to a reader subsequent to the date of the Third Party Technical Reports exists.
Therefore, in addition to the Third Party Technical Reports, readers should review public disclosures available on
SEDAR made by Premier Gold subsequent to the respective dates of the Third Party Technical Reports under its
profile on SEDAR at www.sedar.com. See “NOTICE TO INVESTORS - Technical and Third Party Information”.

Technical Information

The technical and scientific information contained in this Exhibit “K” - “INFORMATION CONCERNING THE
SOUTH ARTURO MINE AND THE MERCEDES MINE” under the headings “South Arturo Mine” and “Mercedes
Mine” has been reviewed and approved by Louis-Pierre Gignac, ing., M.Sc.A, CFA of G Mining Services Inc. and
Réjean Sirois, P. Eng, of G Mining Services Inc., consultants of Guerrero, each a “qualified person” as defined in
NI 43-101.
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The technical information described below relating to the Mercedes Mine and the South Arturo Mine are extracts
from the annual information form of Premier Gold for the year ended December 31, 2019, dated March 27, 2020
and filed under Premier Gold’s SEDAR profile at www.sedar.com on March 30, 2020.

2019 Production

The following table provides a summary of production results from the Mercedes Mine and the South Arturo Mine
for the fourth quarter 2019 and the full year ended December 31, 2019:

Mine

Q4
Gold Production

(ounces)

Full Year
Gold Production

(ounces)

Q4
Silver Production

(ounces)

Full Year
Silver Production

(ounces)

Mercedes Mine, Mexico 12,274 59,901 44,809 191,306

South Arturo Mine, Nevada(1) 4,606 7,526 691 1,523

Consolidated Production 16,880 67,427 45,500 192,829
____________________
(1) Figures provided are based on the Corporation’s 40% interest in the South Arturo Mine.

Commercial production was declared at the El Nino underground mine (“El Nino”) of the South Arturo Mine at the
end of the third quarter of 2019. El Nino recovered a total of 5,964 ounces of gold (including 562 preproduction
ounces) to the Corporation’s account during 2019, with an additional 3,855 contained ounces being stockpiled for
future processing. In addition, 2,124 ounces of gold were recovered from the Phase 2 open pit stockpile during the
year with an additional 392 pre-production ounces of gold from the Phase 1 open pit.

South Arturo Mine - (Premier Gold’s 40% Interest)

Project Description, Location and Access

The South Arturo Mine is approximately 48 kilometres northwest of Carlin, Nevada. The South Arturo Mine
includes development of an open pit mine and underground mine in the vicinity of the past producing Dee open pit
and Storm underground mine. The South Arturo Mine lies within Townships 36 & 37 North and Range 49 East,
MDM, within Elko and Eureka Counties. The South Arturo Mine is located near latitude 41°01’58” N and longitude
116°25’10” W, NAD 27.
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Regional access from Elko and Reno, Nevada, is provided by Interstate Highway 80. Local access to the South
Arturo Mine is via paved and improved gravel roads. Gravel road access is available from Barrick’s Goldstrike
Mine property, approximately 4.8 kilometres to the southeast. Access is also available over gravel road from the
Dunphy exit on Interstate Highway 80, approximately 40 kilometres to the south. The climate is semi-arid with an
annual average precipitation of 255 mm. There are, on average, 90 frost-free days, and the air temperature ranges
from an average of -5°C in January to an average of 21°C in July, producing a year-round operating climate.

The South Arturo Mine mineral deposits occur on the Dee and Rossi properties consisting of unpatented mining
claims owned or controlled by two separate mining ventures. The joint venture between Premier and Nevada Gold,
an affiliate of Barrick (the “Premier/Barrick JV”) controls the mining claims known as the Dee property. Nevada
Gold operates the South Arturo Mine on behalf of the Premier/Barrick JV. In April 2019, Barrick contributed its
interest in the Premier/Barrick JV to Nevada Gold, a joint venture between Barrick and Newmont operated by
Barrick. The Barrick/Barrick Storm joint venture (previously known as the Barrick/Meridian venture) controls the
mining claims known as the Rossi property. In 2007, Barrick acquired the portion of the Barrick/Meridian venture
held by Meridian Gold Inc. (“Meridian”), which is now held by Barrick’s wholly-owned subsidiary Barrick Storm
Inc. (“Storm”) and thus is under Barrick’s full control. The majority of the mineral resources occur on the Dee
property and only the Dee property mineral resources are included in the South Arturo Report.

The Premier/Barrick JV is comprised of approximately 4,909 acres of surface and mineral rights on federal lands
administered by the U.S. Department of Interior, Bureau of Land Management. These rights are controlled by
ownership of 391 unpatented lode mining and mill-site claims and are held subject to the paramount title of the
United States. Unpatented lode mining and mill-site claims are maintained on an annual basis and do not expire if
the annual maintenance fee payments are filed on a timely basis. All mining leases are reviewed on an annual basis
and all payments and commitments are paid as required by the specific agreements. Details on the claims are a
matter of public record and are available at the BLM Land & Mineral Legacy Rehost System (LR2000 website).
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On June 2, 2015, Premier Gold entered into a purchase and sale agreement with Goldcorp and Goldcorp USA, Inc.
and completed the acquisition of a 100% membership interest in Goldcorp Dee LLC, which holds a 40% interest in
the Premier/Barrick JV for the South Arturo Mine.

Royalties

The Premier/Barrick JV portions of the South Arturo Mine (the “Dee Joint Venture”) reside on leased claims and
therefore are subject to royalties. Royalties are paid to Franco Nevada Corporation ranging from 4% to 9% of gross
proceeds indexed to ore values, daily production rates, ore characteristics and other factors. The following table lists
a range of likely royalties for the Dee Joint Venture.

Royalties on Dee Joint Venture
Ore Grade (oz/st) Royalty Percent By Ore Type

From To Oxide Non-Oxide

0.00 0.13 4% 6%
0.13 0.26 6% 6%
0.26 No limit 9% 6%

In order to maintain the lease in good standing, annual advanced royalty payments of US$200,000 are required and
are recoupable against future production royalties. The authors of the South Arturo Report are not aware of any
environmental liabilities on the property. The Premier/Barrick JV has all required permits to conduct the proposed
work on the property. The authors of the South Arturo Report are not aware of any other significant factors and risks
that may affect access, title or the right or ability to perform the proposed work program on the property.

History

Exploration work for barite and gold began in the South Arturo Mine area in 1975. Prospecting exposed barite in
several trenches. Cordex Exploration Company conducted exploration activities in the area from 1981 to 1983 and
discovered the Dee gold deposits.

Within the South Arturo Mine area, four major companies (Meridian, Rayrock Mines Inc./Dee Gold Mining Co.,
Glamis Gold Ltd. (“Glamis”) and Barrick) have been primarily responsible for exploration drilling, geologic
mapping, geophysics and geochemistry that have defined the South Arturo Mine mineralization. Geologic mapping
has occurred via mapping the Dee open pit, mapping and sampling of 1,200 metres of trenches, mapping of nearby
barite open pits and mapping of the Dee and Storm underground workings. Drilling consisted of a combination of
core, mud rotary and RC methods for a total of approximately 55,000 metres.

Barrick entered into the Dee Joint Venture in 1997. Barrick entered into the joint venture on the Rossi property in
1998, and acquired the remainder in 2007 (the “Rossi Joint Venture”). Extensive property-wide exploration had
been carried out on both properties since the discovery of the Dee deposit in 1981. These exploration activities
included several generations of drill testing, geologic mapping, geophysics and geochemistry.

Barrick’s exploration activity since the inception of the Dee and Rossi Joint Ventures has included:

· Re-evaluation and assembling pertinent data from both properties into a combined data set.

· Property wide detailed geologic mapping at a scale of 1:2400.

· Geologic mapping of the Dee open pit at a scale of 1:1200.

· Geologic mapping at a scale of 1:600 and sampling of approximately 12,000 metres of trenches.

· Geologic mapping at a scale of 1:1200 and sampling the Queen and Sagehen Barite open pits.
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· Geologic mapping of the Dee and Storm underground workings at a scale of 1:240.

· Acquisition and evaluation of 210 line-kilometres of magnetotelluric and Induced Polarization
data (property wide survey) on lines spaced 300 metres apart.

· Acquisition and evaluation of 140 line-kilometres of ground magnetics.

· Acquisition and evaluation of 27 line-kilometres of Controlled Source Audio-frequency
Magnetotelluric data, a frequency-based electromagnetic sounding geophysical survey technique
that uses a remote synchronous signal source.

· Collection of 1,035 gravity stations on a 150 metres x 150 metres survey.

· Collection and analysis of more than 2,500 soil samples on various grid spacings.

· Completion of a 3D Vulcan/Geocad property wide geologic model.

· Reprocessing and detailed geophysical analysis of property wide geophysical data.

· Detailed geochemical analysis of property wide geochemical data.

· More than 338,743 metres of combined RC, mud rotary, sonic and core drilling.

The Dee open pit mine was put into production by Rayrock Mines Inc. in partnership with Dee Gold Mining Co. in
1984. Over 16 years from 1984 to 1999, the Dee mine produced approximately 605,000 ounces of gold from oxide
ore. Underground production started in 1999 and continued until December 2000, when both open pit and
underground operations were shut down and surface facilities were reclaimed. Annual production from 1984 to
1999, when the Dee mine was shut down, is shown in the following table.

Annual Production from Dee Mine

Year
Mill
(oz)

Heap Leach
(oz)

Total Gold
(oz)

1984 6,388 0 6,388
1985 42,613 7,019 49,632
1986 43,351 7,682 51,033
1987 43,657 9,377 53,034
1988 43,698 6,090 49,788
1989 35,193 10,467 45,660
1990 37,035 11,029 48,064
1991 37,058 4,988 42,046
1992 29,900 8,918 38,818
1993 6,568 19,204 25,772
1994 9,093 16,541 25,634
1995 28,829 14,954 43,782
1996 28,829 9,789 38,618
1997 33,977 5,655 39,632
1998 25,070 3,453 28,523
1999 17,224 841 18,065
Total 468,482 136,006 604,488
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Geological Setting, Mineralization and Deposit Types

Regional Geology

The South Arturo Mine is within the northern Carlin Trend in the Basin and Range physiographic province in
northeastern Nevada. Late Devonian-Mississippian continental arc collision (Antler Orogeny) juxtaposed a siliceous
deep-water assemblage over the favourable shelf and slope facies carbonate assemblage. A sequence of
compressional, and later extensional, tectonic events have transformed the district into large scale, north northwest
trending folds, and northwest to northeast trending faults, which expose “windows” of the lower plate rocks within
the upper plate. The northern Carlin Trend is defined by a north northwest trending alignment of gold deposits in a
series of these windows. The windows in the Carlin Trend from south to north are the Carlin, Lynn and Bootstrap.
The South Arturo Mine is located within the Bootstrap Window.

Igneous activity along the Carlin Trend has occurred periodically from the Jurassic through the Tertiary with the
emplacement of medium size diorite stocks, diorite, dacite, and lamprophyre dikes and sills, and a very large deep-
seated intrusion at Mary’s Mountain. A two-mile wide northwest trending lamprophyre dike swarm defines the
overall axis of the Carlin Trend.

Local and Property Geology

In general, the South Arturo Mine deposits are sediment- and intrusive-hosted gold and silver deposits hosted mainly
in silicified breccias. Oxide gold mineralization in the existing Dee pit mine area is structurally controlled,
dominantly paralleling the north-south striking Dee Fault Zone. Gold was emplaced simultaneous to several pulses
of silica alteration, which converted mineralized wall rocks into massive silica or silica breccia. Enriched zones are
found where the Dee Fault Zone intersects northwest trending faults. Minor gold mineralization can be traced along
northwest, northeast and east-west structures trending away from the Dee Fault Zone.

The oldest formation known near the South Arturo Mine is the Ordovician Hanson Creek dolomite, intersected in a
deep drill hole west of the deposit. A 215 metre thick section of the Silurian-Devonian Roberts Mountains limestone
occurs above the Hanson Creek dolomite.

There is a gradational contact between the Roberts Mountains Formation and the overlying Silurian-Devonian
Bootstrap limestone. The Bootstrap limestone is a grey, massive limestone deposited in a reef margin environment.
The thickness of the Bootstrap limestone ranges from less than 60 metres to more than 120 metres along a north-
northwest trend. West of the reef margin is a full section of Devonian Popovich Formation slope-facies carbonates.
East of the reef margin, the Popovich carbonates thin to less than 30 metres above the Bootstrap limestone. The
upper contact of the Popovich Formation grades conformably into the Devonian Rodeo Creek siliceous argillite and
mudstone sequence, which ranges in thickness from 60 metres to 750 metres, north of the South Arturo Mine. The
stratigraphic section west of the South Arturo Mine is consistent with the type sections described by Newmont at
Bootstrap/Capstone/Tara and with the Popovich section described by Barrick at Rodeo/Goldstrike. The stratigraphic
section east of the Mine is consistent with the type section described by Barrick at Meikle. Upper plate rocks at the
South Arturo Mine consist of a sequence of mudstone, argillite and bedded cherts of the Vinini, Elder and Slaven
Chert formations. The Tertiary Carlin Formation, a sequence of tuffaceous sedimentary rocks and air-fall tuff, fills
channels and depressions in the Dee mine area.

At least three generations of dikes occur at the South Arturo Mine. The most notable zone is a 2.5 kilometre-wide
northwest trending lamprophyre dike swarm that includes the Jurassic Arturo dike. Other, possibly Tertiary,
intrusive rocks include a quartz-bearing biotite dacite dike in the Dee Fault and an andesite dike along the northeast
Flower structure. North-south striking Basin and Range faulting is prominent throughout the deposit. The Dee Fault
Zone controls mineralization in the Dee area. Northeast and northwest striking faults act as secondary controls on
mineralization. The Hinge fault controls mineralization in the Hinge zone; West Button Hill mineralization is
coincident with mapped structures encountered in the Phase 2 mining.
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Mineralization

The South Arturo Mine gold-silver deposits can be divided into five mineralized areas. These areas are the South
Arturo, West Button Hill, Southwest Dee pit, Deep North and Hinge. The majority of these deposits are classified as
“Meikle Type” breccia-hosted Carlin-type deposits. A complex set of breccias occur at the upper contact of the
Bootstrap limestone. These breccias can be generalized into four basic types: silicified heterolithic breccias; silica-
sulphide breccia; dolomite breccia; and cavity-fill breccia. The oldest breccias are the silicified heterolithic breccias
and the dolomite breccias which have been crosscut and replaced by mineralized silica sulphide breccias. The
youngest breccias are the post mineral cavity-fill breccias.

The northern extent of the South Arturo Mine mineralization lies approximately 60 metres southeast of the Dee pit
and under 180 metres of waste rock. An overall north-south orientation to mineralization is inferred from the grade
thickness contours, which define an area 520 metres in a north-south direction by 100 metres to 115 metres wide in
an east-west direction. The mineralization and tertiary contact dip 15 degrees to 20 degrees to the south. Drilling has
shown that rocks are oxidized to a depth of up to 600 metres. Paleozoic rocks host the mineralization mainly in
multi-stage, multi-lithic breccias with gold values ranging from 0.2 g/t Au to more than 35 g/t Au with an average
grade of approximately 2.0 g/t Au. These breccias are commonly formed by karsting or dissolution of carbonate
rock and subsequent collapse and cavity fill. In general, decalcification is followed by weak to strong silicification
with local argillization. Silver to gold ratios are generally 1:1 at grades of greater than 2.06 g/t Au but increase to 5:1
at lower gold grade values.

Dee Deep North is a north-northeast trending pod of mineralization that plunges slightly north and is approximately
180 metres long, 45 metres wide and 45 metres thick. The majority of high-grade refractory mineralization is in
silica-sulphide breccia within a flat to west-dipping silicified, multilithic breccia body above the Bootstrap limestone
between 1,494 metres above sea level (“MASL”) and 1,554 MASL. The principal controls are the north-northeast
trending high angle EB fault and southwest dipping low angle structures.

The SW Dee pit mineralization is along the north-northeast trending, west dipping Dee Fault Zone. The
mineralization is carbonaceous, partially oxidized, variably silicified mudstone/siltstone breccia approximately 100
metres in a north-south strike length, 30 metres wide and 45 metres in thickness. The mineralization sits between
1,494 MASL and 1,554 MASL, with a small portion exposed along the southwest high wall at the bottom of the Dee
pit.

The West Button Hill mineralization trends north-northeast for over 600 metres in strike length, in pods that vary up
to 120 metres wide and 15 metres thick. The majority of high-grade refractory mineralization is in the lower Rodeo
Creek Formation and multi-lithic breccias above the Bootstrap limestone. The principal controls are the north-
northeast and north-south trending high angle structures and favourable host rocks. The mineralization has been
shown to extend 375 metres below pre-mining surface elevation, as it is offset on the northeast striking, down-to-
the-east Tara West Fault.

The Hinge zone is a north-south striking zone that lies between the South Arturo Mine zone to the south west and
West Button Hill to the northeast, and is due east relative to the existing Dee pit. It is approximately 425 metres long
and up to approximately 90 metres wide, situated between elevations of 1,450 MASL to 1,600 MASL at depths from
100 metres to 270 metres below surface. Mineralization is hosted in the lower portion of the Rodeo Creek Formation
and silicified breccias of the Basal Rodeo Creek and Popovich Upper Muds units. Breccia bodies drape the
Bootstrap limestone.

Mineralization in the Hinge zone is controlled by the Hinge fault, a steeply east dipping north-south structure that
appears to be a northerly extension of faults in Newmont’s Bootstrap pit to the south. Intersecting faults that
influence mineralization have not been clearly identified. Much of the mineralization is partially to completely
oxidized, even in the more deeply buried zones.
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Deposit Types

The South Arturo Mine is located in the northern end of the Carlin Trend, a 60-kilometre long north-northwest
alignment of sedimentary rock-hosted gold deposits. These deposits are generally known as Carlin-type deposits.
The gold mineralization in Carlin-type gold deposits is dispersed, micron-sized and found commonly on the rims of
pyrite grains in predominately carbonate-bearing host rocks. Decalcification, silicification, and dolomitization are
the most dominant alteration features. Generally, there is negligible base metal content, low silver to gold ratios and
a geochemical enrichment in arsenic, antimony and mercury.

Carlin-type gold deposits represent a spectrum of deposit types including the classic stratigraphic hosted deposit end
member, collapse breccia hosted deposit end member and structurally controlled deposit end member. Most, if not
all, of these deposit types contain individual components of the end members. Most of the South Arturo Mine gold
mineralization is considered by the authors of the South Arturo Report to be of the breccia hosted Carlin-type with
structural controls, similar to Barrick’s Meikle deposit located approximately 6.5 kilometres to the southeast.

Exploration

Exploration drilling in 2018 was focused on near-surface mineralization, potentially amenable to heap leach
processing (based on initial cyanide solubility or “AuCN” results) and higher-grade mineralization at depth. In
2019, exploration drilling focused primarily on East Dee, El Nino and high priority exploration targets proximal to
the pits. Definition drilling at East Dee was designed to establish mineral resources with a high level of confidence.
Drilling at El Nino was focused on reserve definition and expansion. Key results stemming from the program
include:

· Phase 3 mineralization appears to be significantly to entirely oxide mineralization rather refractory
material.

· The redox boundary at Phase 3 is significantly deeper than was modelled previously.

· Positive reconciliation of potential heap leachable material versus previous modelling.

· Potential that re-optimized pits at Phase 1 and Phase 3 could be deeper and larger than previously
modelled.

Phase 1 Open Pit – East Dee Target

Construction of the Phase 1 open pit is underway with heap leach material stockpiled for potential future processing.
Mining was halted in the open pit in December 2019 pending evaluation of the optimum timing for ore processing
resulting from opportunities provided by the formation of the Newmont-Barrick joint venture in Nevada in late 2018
(Nevada Gold). Engineering designs for the heap leach option were reviewed in 2019 and the current plan is to build
the heap leach pad and re-start mining in 2024. Several holes were also drilled to test East Dee, an attractive target
located immediately east of the Phase 1 pit that has the potential to become a new mining centre on the property.

Phase 3 Project

Phase 3 is a future open-pit development opportunity at South Arturo with the 2019 drill program targeting heap
leach and roaster-feed mineralization. The program suggests the potential to expand mineralization beyond the
currently modeled pit shell and work in 2019 focused on de-risking this potential future phase of mining including
additional metallurgical characterization of the heap leach material.

2020 Program

The 2020 exploration plan at El Nino and surface drilling includes a combined 114 drill holes (RC and core
combined) costing some $5.0 million. At El Nino, a total of 12 drill holes and 3,200 metres costing $0.95 million
will be completed to define extents of anticline eastern limb mineralization along breccia contact. At Phase 1, up to
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72 holes and $500,000 will be directed toward a 50% conversion of indicated to measured mineralization. The
“Cloud 9” exploration program of 2,700 metres and $1.4 million will define extents of deep eastern limb
mineralization along breccia contact. Finally, some 22 holes in 7,700 metres and $2.2 million is proposed for target
delineation purposes on surface at Phase 3. Targets will include potential mineralization proximal to the Jerry Fault,
Hinge_W1 and Hendrix Fault interaction to further refine lithological formations and structural controls on
mineralization in an updated geologic model.

Drilling

Barrick, Glamis, Dee Gold and Meridian have completed most of the exploration and development drilling for gold
in the South Arturo Mine area, with most recent drilling conducted by Barrick. Data from these drilling programs is
stored in the South Arturo Mine database that is maintained by Barrick. The database contains 3,713 drill holes with
an aggregate length of 621,900 metres in the project area. The following table summarizes drilling activity by
company and by drilling method.

Company Holes
RC
(m)

Core
(m)

Rotary/Other
(m)

Total
(m)

Barrick 1,557 243,519 102,471 1,482 338,473
Glamis/Dee 1,754 98,534 4,130 64,321 166,985
Haliburton 29 3,566 1,377 - 4,943
Meridian/Rossi 364 78,801 11,175 12,137 102,113
Trio Gold 9 - 9,386 - 9,386
Total 3,713 415,420 128,539 77,940 621,900

Of the approximate 621,900 metres drilled, approximately 21% was core, 67% was RC holes and 12% was
rotary/other drilling. Overall, 96% of the holes within the potential pit had downhole surveys conducted. Drill
spacing varies throughout the South Arturo Mine area with drilling density increasing in mineralized zones. Drill
spacing in the Dee Deep North area can be found as close as 15 metres, while the nominal drill spacing within the
South Arturo area is approximately 30 metres to 50 metres.

Sampling, Analysis and Data Verification

The primary assay laboratories for the South Arturo Mine were ALS-Chemex and American Assay in Reno,
Nevada. All ALS geochemical hub laboratories are accredited to ISO/IEC 17025/2017 for specific analytical
procedures. American Assay is an ISO 17025 accredited laboratory. Minor assay work, including check assays, was
performed at Inspectorate in Reno, Nevada. The following was the procedure used for Barrick’s sample preparation
and assay.

1. Submittal form is filled out by the geologist/geotechnician and submitted with samples to the
laboratory.

2. Samples are catalogued and checked against submittal sheet. Barrick geologists are notified of any
discrepancies.

3. The entire sample is weighed and then oven dried.

4. The entire sample is crushed to 75% passing 10 mesh.

5. 250 grams of material is riffle split from the minus 10 mesh material and pulverized to 80%
passing 200 mesh.

6. Pulps are assayed for gold using a 30-gram aliquot by lead fire assay with an atomic absorption
spectrometry finish (“FA-AAS”) and for silver by atomic absorption spectrometry after an aqua
regia digestion.
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7. Samples with FA-AAS gold assays greater than 10 ppm (0.292 ounce per short tonne (“oz/st”))
Au are reassayed by fire assay with a gravimetric finish. Samples from 2013 to 2015 used a 7 ppm
(0.204 oz/st) Au threshold for gravimetric fire assay and samples from 2004 to 2013 used a 5 ppm
(0.146 oz/st) Au threshold for gravimetric fire assay.

8. Pulps are returned to Barrick and stored at the Goldstrike core shed lay down yard, or connexes.
Mineralized coarse rejects are returned or discarded after one year.

Meridian used Chemex Labs in Sparks, Nevada (“Chemex”), for the majority of assays. Assay checks were run by
Bondar Clegg, Monitor and Assayers laboratories. The following was the procedure used by Chemex for Meridian’s
sample preparation and assay.

1. Submittal form was filled out by the Meridian geologist and delivered with the samples to
Chemex.

2. Samples were catalogued and the entire sample was oven dried.

3. A riffle split was taken to obtain a 250-gram sub-sample, which was pulverized using a chrome
steel ring mill to greater than 90% passing 100 μm (150 mesh).

4. Standard fire assay methods using a 30-gram pulp sample were utilized to determine total gold
content. Samples assaying greater than or equal to 5.0 ppm Au using FA-AAS were reassayed via
FA with a gravimetric finish for accuracy.

5. Selected sample intervals were composited into five samples for multi-element geochemistry
using a 32-element standard inductively coupled plasma atomic emission spectrometry (ICP AES)
package.

6. Pulps and mineralized coarse rejects (greater than 1.0 ppm Au) were returned to Meridian and
stored at a warehouse in Sparks, Nevada. Barrick took possession of the pulps and remaining core
samples in 2002.

Dee drill samples were assayed on the mine site at the Dee laboratory.

The authors of the South Arturo Report noted that the analytical procedures used at the Dee laboratory were similar
to those used by Barrick/Goldcorp at the Marigold mine (operated by Silver Standard Resources Inc. as at the date
of the South Arturo Report).

Since nearly all drilling at Marigold involves oxidized rocks, the standard exploration sample procedure is to
analyze visibly oxidized rocks using the atomic absorption AA method first. For samples where 0.14 g/t (0.004
oz/st) Au or higher was reported, the samples are FA. Moreover, if the rock in the sample during sample prep is grey
or black, samples are initially fire assayed. If anomalous values appear in the results, the samples are analyzed by
AA.

RC drilling samples and half core samples are delivered to the ALS assay laboratory by a Barrick employee or
picked up by ALS personnel. Half core samples are picked up at the Goldstrike core shed at the completion of
sawing.

RC drilling samples were picked up at the completion of drilling by the laboratory and core samples were delivered
to the laboratory by Meridian geologists. According to the authors of the South Arturo Report, no documentation
was available describing sample security for the Dee/Glamis samples.

The QA/QC system employed by Barrick at the South Arturo Mine includes the insertion of standard samples, blank
samples and duplicate samples into the sample stream. From 1999 to 2003, non-certified standard and blank material
was inserted approximately every 40 samples. Since 2004, certified standards, blanks and field duplicates have
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randomly been inserted into the sample stream. Assay results are electronically e-mailed from the assay laboratory
to the Barrick Goldstrike office. Upon passing a QA/QC protocol, the results were downloaded into Barrick’s assay
database. Check analyses are done on pulps and/or rejects at American Assay in Reno, Inspectorate in Reno and
ALS-Chemex in Reno and Vancouver. The authors of the South Arturo Report reviewed the results of the 2013-
2014 and 2014-2017 QA/QC programs. During the 2013-2014 drilling campaign, 14,241 samples were received by
the laboratory including 1,237 (8.7%) QA/QC samples as summarized in the following table.

Sample Type
Nominal

Frequency Action Limits Source  Total  Failures

Blanks 1:50  0.06 g/t Au  Barren Drill Core Rejects  269 1

Standards - Au 1:50  2 SD  Rocklabs or CDN Resource  294 10

Duplicates 1:20  Varies by grade range  RC & Lab Duplicates  674 31

During the 2014-2017 drilling campaign, 17,970 samples were received by the laboratory including 1,853 (10.3%)
QA/QC samples as summarized in the table below.

Sample Type
Nominal

Frequency Action Limits Source  Total  Failures

Blanks 1:30  0.06 g/t Au  Barren Drill Core Rejects  480 38

Standards - Au 1:30  2 SD  Rocklabs or CDN Resource
Laboratory

 836 33

Duplicates 1:30  Varies by grade range  RC & Lab Duplicates  537 58

Dee/Glamis Samples

Approximately 5% to 10% of the samples were selected for re-assaying to check initial results, usually while drilling
was slow or inactive during the winter; however, for holes with significant mineralization the check assaying was
expedited. Samples for this procedure include a combination of original assay pulps and “bulk bag” samples.
Generally, samples originally sent through the Glamis laboratory were sent to off-site commercial laboratories and
samples originally run off-site were run through the on-site assay laboratory. The blind sample procedure was also
employed for the checks.

The Glamis internal laboratory also participated in a round-robin assay checking arrangement with several other
commercial and mine laboratories, assaying known standard grade material and comparing results. They routinely
inserted known, low-level control samples at every fifteenth sample in the AA string. Approximately 50 randomly
chosen blast hole samples were re-assayed by AA and FA each month and checked for reproducibility as internal
checks.

Data Verification

In 2018, Todd Wakefield of Mine Technical Services Ltd. (“MTS”) reviewed the assay quality control results for all
South Arturo control samples submitted from April 7, 2014 to March 5, 2018. MTS found most of the blank failures
are related to BL-46 that was introduced as a blank in July 2015. MTS recommends that the South Arturo Mine
source blank material from a reputable SRM provider or source blank material locally after sufficient testing to
ensure that material will assist the mine to adequately control carryover contamination in the sample preparation
process. Standard and blank failures are remediated on a batch basis by Barrick, therefore all assay batches have
been approved by the project geologist and are considered acceptable for use in resource estimation.

Meridian holes were assayed at Chemex in Sparks, Nevada. Meridian transmitted Barrick assay results digitally and
they were loaded into Barrick’s assay database. Original hard copies of the assay results from the laboratory were
available for most of the holes. Both Chemex and Monitor commonly ran in-house checks. Chemex results for four
holes (RS-107, RS-108, RS-123, RS-125), all drilled in 1996, had every tenth sample sent to Bondar-Clegg and
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Company Limited (“Bondar-Clegg”) for check analyses. According to the authors of the South Arturo Report, the
results showed overall good correlation.

The 1992 through 2000 Dee drill samples were usually assayed at the Dee mine laboratory. Dee mine transferred the
assay results to Barrick digitally and they were loaded into Barrick’s assay database. They were in binders in the
Barrick open pit office, with Dee drill logs and hard copies of the original Dee assay laboratory results. The Dee
laboratory commonly ran in-house QA/QC as well as outside laboratory check assays. The QA/QC results were not
available.

Mineral Processing and Metallurgical Testing

Ore samples from the South Arturo deposit were tested using gold processing technologies, such as heap leaching,
oxide milling and roasting. The ore from the South Arturo deposit can be categorized into four distinct types based
on gold grade, sulphide grade and expected recovery. AMTEL Ltd. (“AMTEL”) completed a mineralogical study of
the gold deportment in 2007. McClelland, in Sparks, Nevada, performed column leach tests to estimate the heap
leaching performance and Barrick’s Goldstrike Metallurgical Lab performed CIL and roaster/CIL tests to estimate
the CIL and roaster/CIL recovery for the South Arturo Mine.

A new drilling program completed in 2017 for the South Arturo and North Deep/Dee areas generated additional drill
core for metallurgical testing. Mined ore from the West Button Hill area was processed in the roaster at Goldstrike,
and tests were also conducted on monthly composites of this materials.

According to the authors of the South Arturo Report, in the case of the South Arturo Mine, gold recovery via
cyanide leaching appears to be a function of both the cyanide solubility ratio and the amount of silica contained in
the samples. The roaster recovery has been previously shown to be a function of only the silica concentration.

However, Bench-top Roasting Tests (“BTR”), on monthly composites from West Button Hill ore has not shown a
strong correlation between gold recovery and silica, but the recovery continues to be a function of the head grade.
The samples used for the column leaching tests were HQ (6.25 centimetres diameter) half core uncrushed samples in
2006, and PQ (8.25 centimetres diameter) samples crushed to less than 3.13 centimetres in 2007. The column
leaching tests were conducted by McClelland in Sparks, Nevada. The samples for the CIL/roaster tests were crushed
reject material from the assay laboratory. Bottle roll tests to assess oxide mill grade and roaster ore characterization
were conducted at the Goldstrike Metallurgical Lab. The samples for both test programs were selected on the basis
of location in relation to the previous pit design, oxidation state and degree of silicification. Bond work index tests
were also performed on a number of the samples tested at the Goldstrike Metallurgical Lab. No column tests were
completed using samples from West Button Hill.

Additional CIL bottle roll tests were performed during active Dee operations. The sources of the samples were
varied and were restricted to known resources on the north end of the deposit. The tests were conducted at a grind
target of 80% passing 400 mesh. Additional sample analysis was conducted in 2013 and 2014. Some 39 composite
pulp samples from 32 RC and diamond drill holes were re-analyzed and good correlation between old and new
assays were observed. In early 2014, the number of LECO/metallurgical assays were increased for waste
characterization and mineralogical study.

Additional metallurgical tests were performed on both drill core and plant composite samples in 2016 and 2017. The
2017 drilling program for the South Arturo and Deep North/Dee areas generated core for bottle roll, column and
BTR tests. Mining and processing of the West Button Hill ore in 2016 through 2017 generated monthly composites
for BTR tests. The table below shows the number of metallurgical tests performed on the samples from each of the
defined areas.
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Test ID Deep North South Arturo West Button Hill

Bottle Rolls 30 30 0

Leach 6 Mesh 25 22 0

Column Tests 5 8 0

BTR 0 6 17

AMTEL analyzed a sample from the South Arturo deposit in 2007. The grade was 11.5 g/t Au, with 0.68% total
sulphur and the cyanide solubility to fire assay ratio of 0.78. The sample had two major rock components, quartz
(70%), and mica/clays (25%). AMTEL’s gold deportment study concluded that native gold accounted for 90% of
the total gold in the sample. At 80% passing 125 μm, only 22% of the gold is liberated. The gold particles are
predominantly small, averaging five microns and ranging in size up to 36 μm in size. Unliberated native gold,
averaging two microns in size, is primarily associated with the host rock while there is a minor association with
pyrite (1%). Most of the unliberated gold (80%) is partially exposed, while 20% is locked or enclosed in rock. The
remaining 10% of the gold is submicron gold which is mainly locked in pyrite. Although the grade of the sample
analyzed is significantly higher than the grades that will be processed from the South Arturo Mine, the authors of the
South Arturo Report note that the results appear to be consistent with the gold recovery results seen in the
metallurgical tests and historically experienced on the site.

Twenty-four column leach tests were performed at McClelland during 2006 and 2007. The data from the column
leach tests showed that the gold recovery demonstrated a moderate correlation to the cyanide solubility ratio to fire
assay ratio and a strong negative correlation to the degree of silicification. When a multiple regression using both
cyanide solubility and silica were used to predict recovery, a strong correlation was noted. It was also observed that
head grade did not produce a meaningful correlation with gold recovery.

One run-of-mine (“ROM”) bulk column test in a three-foot diameter by ten-foot tall column was completed by
McClelland. It was not possible to access a typical leach feed bulk sample so this sample had a high silica, low
cyanide solubility, which resulted in a ROM recovery of 8.7% compared to a crushed leach recovery of 12.7%.
Therefore, an analysis of the historical Dee mine operating data was used to estimate the recovery for ROM
leaching. The ROM leach recovery is estimated using 85% of the crushed ore heap leaching recovery.

Due to the near-refractory nature of the material, testwork on a bulk sample near the Storm deposit, northwest of
South Arturo, did not respond well to either coarse (10-centimetre size) crush or two finer crush sizes. The authors
of the South Arturo Report note that silver recovery in the column leach tests is very low. The average silver
recovery in the column tests was 7%, which was used to model the leach pad silver production. A total of 13 column
leach tests are underway at McClelland from the drilling program completed in 2017 (Deep North and South Arturo
areas).

The CIL bottle roll test work was performed at Barrick’s Goldstrike Metallurgical Lab in 2007, 2008 and 2009 using
a targeted grind of 80% passing 74 μm. The gold recovery for the samples tested showed a strong correlation to the
cyanide solubility to fire assay ratio and a moderate negative correlation to the degree of silicification. A multiple
regression analysis that estimates gold recovery as a function of both cyanide solubility and silica content results in a
slightly stronger correlation. It was also observed by the authors of the South Arturo Report that head grade did not
produce a meaningful correlation with gold recovery. The CIL bottle roll tests did not yield much information about
silver recovery because the silver head grades were low. The estimated silver recovery is based on bottle roll tests
from samples with the highest silver head grades and historic Dee data. The authors of the South Arturo Report were
of the opinion that additional tests should be completed using samples that are representative of the material that will
be leached over the life of the mine.

Additional CIL bottle roll leach tests at both the Goldstrike Metallurgical Lab and McClelland from the drilling
program were completed in 2017 (Deep North and South Arturo areas). A series of tests were conducted using a
targeted grind of 80% passing -74μm, and another series at a fine crush size of 6 mesh. Results from these tests were
consistent with those discussed above.
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BTR tests were performed at Barrick’s Goldstrike Metallurgical Lab using the same sample set as the CIL test work
using a targeted grind of 80% passing, -74 μm. In these tests, cyanide solubility did not influence BTR gold
recovery, as expected. It was also observed that head grade did not produce a meaningful correlation with gold
recovery. The authors of the South Arturo Report noted that the silver head grade of the samples was so low that
little information about silver recovery was gained from the BTR/CIL tests; however, the tests which used the
samples with the 12 highest silver head grades yielded an average silver recovery of 36%, which is used to estimate
silver recovery in the model.

Standard BTR tests were conducted on the 17 monthly composite samples from West Button Hill. Tests were
conducted at a target grind of 80% passing 74 microns. Gold recoveries were on par with the predictive equation
used to estimate gold recovery from ore processed in the Goldstrike Roaster facility and is a function of head grade
(“HG”).

Test results showed gold recoveries ranging from 82.3% to 93.0% at head grades ranging from 3.46 g/t (0.101 oz/st)
to 12.31 g/t (0.359 oz/st) Au. The average gold recovery was 87.9% and the average gold head grade was 6.27 g/t
(0.183 oz/st). The test results also showed that the ore from West Button Hill did not have a correlation with silica
encapsulation, unlike earlier tests had shown. The amount of gold associated with silica at the 80% passing 74 µm
particle size ranged from 0.14 g/t (0.004 oz/st) to 0.31 g/t (0.009 oz/st) Au and averaged only 0.21 g/t (0.006 oz/st)
Au.

Additional BTR tests for the South Arturo area were completed in 2017 showed results consistent with those
discussed above.

BWI tests were performed at the Goldstrike Metallurgical Lab. The BWI ranged from 15.4 kWh/t to 22.0 kWh/t,
with an estimated average of 19.3 kWh/t. Additional BWI tests in 2016 and 2017 showed similar results to those
previously reported.

According to the authors of the South Arturo Report, the metallurgical test results determined the following:
sulphide ore and ore containing pre-robbing organic carbon above the target cut-off gold grade would be roasted;
oxide ore above the target cut-off gold grade would be processed via ROM heap leach; ore containing pre-robbing
organic carbon below the cut-off grade gold grade for roasting will be considered waste; the mill recovery ranges
from 48% to 92% depending on the process employed; recovery may be higher than predicted if the ore is ground
finer than 74 μm in size; a gold deportment study completed by AMTEL and metallurgical test results indicated that
a large portion of the gold is most likely encapsulated in silica, therefore, finer grinding could assist with improved
gold liberation; the heap leach recovery and relationships between particle sizes and recovery may be different from
the estimates because the samples tested are not from the same area of the mineralization that will be processed on
the heap leach pads; additional sampling and column leach tests of material from the West Button Hill deposit
would provide additional metallurgical data for analysis; BTR results on the West Button Hill monthly composites
showed a good correlation between head grade and gold recovery– similar to the predictive model used for
estimating Goldstrike Roaster gold recovery performance. Silica encapsulation was not found to negatively
influence recovery results.

Mineral Resource and Mineral Reserve Estimates

Mineral Resource Estimate

A summary of the mineral resource estimates excluding mineral reserves, prepared by Barrick for the South Arturo
Mine as of December 31, 2018, are shown in the following tables, which have been adjusted to reflect the 40%
interest attributable to Premier. Mineral resources are subject to reduction due to mining depletion. See “2019
Production”.

Cut-off grades for the mineral resources were established using a gold price of US$1,500 per ounce.
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South Arturo Mineral Resources (40% Premier) - December 31, 2018 

Category/Process Type  

Tonnes 

(mt)  

Gold Grade 

(g/t Au)  

Contained Gold 

(000 oz) 

Measured Resources       

Stockpile  0.12  0.97  3.67 

Open pit  2.28  1.05  77.12 

Underground - El Nino  0.002  12.11  0.88 

Total Measured Resources  2.40  1.06  81.7 

       

Indicated Resources        

Stockpile  —  —  — 

Open pit  6.78  0.99  217 

Underground – El Nino  0.03  10.04  11.16 

Total Indicated Resources  6.82  1.04  228.03 

Total Measured and Indicated  9.22  1.05  310 

       

Inferred Resources       

Stockpile  —  —  — 

Open pit  0.69  0.44  9.9 

Underground – El Nino  0.07  9.73  21.8 

Total Inferred Resources  0.76  1.30  31.7 

____________________ 
(1) CIM (2014) definitions were followed for mineral resources. 

(2) Mineral resources are estimated using a long-term gold price of US$1,500 per ounce. 

(3) Mineral resources for open pit are reported using gold cut-off grades of 0.89 g/t (0.026 oz/st) Au for the roaster, and 0.69 g/t (0.020 oz/st) 

Au for the oxide mill.  

(4) Mineral resources represent attributable ounces to Premier, equal to 40% of the joint venture controlled ounces. 
(5) Mineral resources are exclusive of mineral reserves. 

(6) Mineral resources that are not mineral reserves do not have demonstrated economic viability. 

(7) Numbers may not sum due to rounding. 

Mineral Reserve Estimate 

On a 40% basis, the proven and probable mineral reserve estimate prepared by Barrick as of December 31, 2018 is 

2.84 million tonnes grading 3.01 g/t Au containing 274,651 ounces of Au.  

The mineralized areas include the South Arturo, Dee Deep South, Southwest Dee, Hinge and the West Button Hill. 

Based on current operating costs, process recoveries and metal prices, the only areas that comprises mineral 

reserves, as of December 31, 2018, are the Dee Pit (Phase 1) and El Nino underground. 

Metal prices used for mineral reserves are based on consensus, long term forecasts from banks, financial institutions 

and other sources. For mineral resources, metal prices used are higher than those for mineral reserves. Mineral 

reserves are subject to reduction due to mining depletion. See “2019 Production”. 
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The following table summarizes the 40% attributable to Premier as at December 31, 2018. 

South Arturo Mineral Reserves (40% Premier) - December 31, 2018 

Category/Process Type  

Tonnes 

(mt)  

Gold Grade 

(g/t Au)  

Contained 

Gold 

(000 oz) 

Proven Reserves       

Stockpile  0.18  1.98  11 

Open pit  1.32  3.32  141 

Underground - El Nino  0.01  13.61  2.1 

Total Proven  1.51  3.19  154.5 

       

Probable Reserves       

Stockpile  —  —  — 

Open pit  1.27  2.33  95 

Underground – El Nino  0.07  11.08  25.2 

Total Probable  1.34  2.79  120.2 

       

Total Proven and Probable Reserves       

Stockpile  0.18  1.98  11 

Open pit  2.59  2.84  236 

Underground – El Nino  0.08  11.24  27 

Total Proven and Probable  2.84  3.01  275 

____________________ 
(1) Mineral reserves estimated according to CIM (2014) definitions. 
(2) Mineral reserves estimated at $1,200/oz Au. 

(3) Mineral reserves for open pit are reported using gold cut-off grades of 1.10 g/t (0.032 oz/st) Au. 

(4) Cut-off grades are incorporated into the net block value calculation, which was used to determine the processing method for each block. 
(5) Numbers may not sum due to rounding.  

Mining Operations 

The South Arturo Mine operation is an open pit and underground project with production sourced from two phased 

pits that are designed to optimize both mill feed and dewatering campaigns. The average mining rate will be 108,000 

metric tonnes per day of ore plus waste over a mine life of approximately 7 years (2024-31) for the Phase 1 and 

Phase 3 open pits and 3 years (2020-22) for the El Nino underground mine which is accessed from the completed 

Phase 2 open pit. Mining of the West Button Hill pit was completed in 2017. The mine design includes two open 

pits in close proximity. Mining is carried out with a Nevada Gold-owned fleet of mining equipment including 263 

metric tonnes (302 short tonnes) class rear dump haul trucks, electric shovels, hydraulic excavators, front-end 

loaders and blast hole drills for 222 millimetres to 251 millimetres (8¾ inches to 9⅞ inches) diameter blast holes. Pit 

benches are 6.1 metres (20 feet) in height in ore and 12.2 metres (40 feet) in waste. Track dozers, graders and 

service vehicles support the mining operation. 

Overburden is transported by off-highway, 263 tonne (302 st) trucks from the open pit to adjacent overburden 

storage areas, which are approximately 0.9 kilometre from the pit exit. Mined ore is trucked over existing and 

proposed haul roads to appropriate stockpiles, depending on ore type. Ore that requires milling is transported to a 

pre-determined stockpile location for transportation to Nevada Gold’s Goldstrike facilities for processing, located 

approximately five kilometres from the South Arturo Mine. Refractory ore is also transported to the Goldstrike 

facilities. Approximately 1.63 million tonnes of refractory ore are planned to be transported from the South Arturo 

Mine to Nevada Gold’s Goldstrike facilities. Sub-grade or incremental material may be placed in stockpiles or on a 

selected portion of the overburden storage areas for possible future processing. Oxide mill ore is minimal and could 
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be transported by truck to the Cortez operation for processing, which is located approximately 118 kilometres (73
miles) from the South Arturo Mine.

Ore control procedures developed and currently in use at the Goldstrike open pit mine are used at the South Arturo
Mine. Cuttings from production drill holes are sampled and logged by the drill operators following procedures
outlined by the ore control department.

Ore is routed by process type to the appropriate facility. Oxide ore will be treated on a leach pad or at an oxide mill
facility, dependent on grade cut-offs. Refractory ore will be treated at a roaster facility via various stockpiles
according to grade and metallurgical characteristics for blending purposes. Waste is routed as inert or
environmentally adverse. Environmentally adverse waste is to be segregated to the interior of the waste rock
disposal facilities.

Barrick proposes to increase the area and height of the currently authorized Overburden Storage Areas Nos. 1-4 and
Phase C, as noted in the Arturo Plan of Operations dated August 2012. Such plan addresses the need to
accommodate the overburden from the mining of additional pits, when production is expanded beyond the West
Button Hill pit in future years. A buffer zone around the waste/overburden storage areas is planned, which can be up
to 30 metres (98 feet) to make accommodations for storm water controls and haul roads. The heights of the waste
rock disposal facilities are planned to be between approximately 75 metres and 150 metres above the ground
surface.

In 2007, Barrick contracted Piteau to perform a geotechnical study on the South Arturo Mine area. Piteau was
provided with preliminary pit designs for North Deep and South Arturo based on a gold price of $575 per ounce.
Piteau performed a nine-hole geotechnical drilling campaign that incorporated geo-mechanical core logging,
oriented core logging, laboratory testing and piezometer installations. The Piteau report emphasized that the
formation of highest concern in dictating the final pit design slopes is the Carlin Formation. Six additional
geotechnical holes were drilled in 2013-2014. The southern portion of the South Arturo pit is affected the most by
this formation. An upper and lower ash formation, the lower of which is at the base of the Carlin Formation, is the
problematic rock type. The ash can become altered into a weak clay-like rock of high plasticity and exhibit a friction
angle of nine degrees with cohesion of 720 pounds/square foot. Basic parameters used in the design of the Arturo
West Button Hill (Phase II) are as follows:

· Catch benches will be designed every 18 metres (60 feet) in ore and 12 metres (40 feet) in waste and
will be built in 6.1 metres (20 feet) high lifts;

· Minimum effective catch benches will be 9.1 metres (30 feet) wide for 18 metres (60 feet) high triple
benches, and 7.0 metres to 7.6 metres (23 feet to 25 feet) wide for 12.2 metres (40 feet) high benches;

· A minimum of 32 metres (105 feet) wide step out for ramp width;

· A minimum factor of safety (“FOS”) for the north pit wall overall slope of 1.30; a FOS for the
southeast overall slope of 1.22; a FOS for the south wall overall slope of 1.46; and a FOS for the west
and northwest overall slopes of 1.50.

The regional bedrock groundwater level has been lowered to below ultimate pit levels from pumping that is
occurring at the neighbouring underground mines: Meikle, Rodeo and Leeville. Phase III is currently a resource pit
and it is primarily composed of the Carlin Formation.

El Nino underground was accessed via a portal located at 1,536 m (5,040 ft) elevation above mean sea level
(“amsl”) within the South Arturo Phase-2 pit. Two portals were connected via a looped decline to access the ore
deposit. The current mine depth for reserves extends down to 1,477 m (4,845 ft) amsl elevation and exploration
potential exists down dip to the east and down plunge to the north.

Mining is currently carried out by a mine contractor company supported by the operator’s technical staff and
management. The primary method of mining is underhand cut and fill with cemented rockfill as the fill material.
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The underhand drifts are nominally designed as 4.6 m (15 ft) wide by 4.6 m (15 ft) high. The minimum width is 4.6
m (15 ft). The primary drift is driven with increased ground support to hold the ground open, then backfilled with a
high strength cemented rock fill backhauled into the mine. Where the ore width exceeds the nominal drift width,
subsequent drifts are developed (parallel or at oblique angles to the primary drift) and then backfilled. This process
continues until the entire ore shape at a given elevation has been excavated and filled. Successive lifts are taken
beneath the primary workings, utilizing the backfill as an engineered back. This method can provide a consistent
production rate from a mining area given enough headings to complete the full mining cycle.

The underhand drift and fill method provides a backfill roof for subsequent lifts in the mining cycle. A backfill
plant, shotcrete plant, cement storage facilities, aggregate storage area and cement mixing pit are located on surface
to support this mining method.

Ore is hauled to ore pads on surface for temporary storage. The ore is subsequently transported to the Goldstrike
Roaster facility for processing via open pit loader and haul truck combination.

Waste is hauled to waste pads on surface for temporary mined rock storage. The material is subsequently transported
to a waste dump facility based on the rock type being mined at El Nino. The material is moved to the waste rock
facility via open pit loader and haul truck combination.

The low-strength ore conditions are the key factor in the mine design and mining method selection.

The El Nino deposit is a Carlin type deposit, with fine to very finely disseminated gold and arsenic-bearing pyrite.
The host rocks are generally sedimentary, mostly calcareous formations, frequently altered and decalcified. There is
hydrothermal alteration and there are collapse structures which generated the breccias that host the deposits. The
alteration and folding and faulting have led to poor rock quality in the deposits in generally and locally very poor
ground conditions near the major faults.

The geometry of the deposits is variable from flat-lying to pipe-like, with irregular shapes due to the alteration.

Ground conditions are poor to fair due to the alteration of the original structures, with the known presence of some
voids from the drilling history and surface mining in the Phase-2 pit. The generally low-strength rock conditions are
the key factor in the mine design and mining method selection.

The concept of “next best ore” applies to the MCOG based on Goldstrike Roaster stockpile inventory of 3.43 g/t Au
(0.1 opt). Any shipping of material lower than the 3.43 g/t Au (0.1 opt) stockpile feed will displace higher grade tons
processed at the roaster, lowering the metal produced.

Due to the complexity of material segregation from underground and availability of existing material storage
facilities, currently there is not an economical or practical way to segregate material based on grade. Therefore, any
incremental material above 0.1 Au opt will be blended in and shipped with the ore production. This material may be
classified as reserve to be consistent with accounting principles and standard practices. Hence any development
material below 0.1 Au opt is regarded as waste.

The mine plan from 2020 forward is designed and scheduled for an average development rate in ore plus waste of
9.1 metres (30 feet) of lateral development per day. This translates to an average of 500 tonnes per day (550 tons per
day) depending on the mine schedule and availability of mining faces.

Ventilation to develop the portals and ramp access to the ore consisted of vane axial fans providing air to the
working faces via a ventilation ducting system. The portals have been connected via the loop around ramp, which in
combination with ventilation control doors and a bypass and a vane axial fan provide for flow through ventilation. In
this scenario one of the portals has been a dedicated source of fresh air while the other exhausts the used air.

Blasting is carried out with the use of mobile explosives vehicles utilizing bulk emulsion. Bulk emulsion is
transported by ISO containers to underground faces from the powder magazine. Blasting typically is planned to take
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place at the end of shift. However, localized blasting on demand can be permitted in designated “safe” zones when
applicable.

The current rock mass encountered in the El Nino underground is classified into poor to fair classification with the
known presence of voids. The voids and some data were noted in surface drill holes and open pit mining in the
Phase-2 pit. The underhand drift and fill method is utilized in areas of fair to poor ground conditions regardless of
the width of the zone.

All headings are to be supported immediately after blasting. Rock bolts are a combination of swellex, split set and
resin rebar bolts. Where development is under cemented backfill, there is no support used in the roof as the fill is
designed to have adequate strength to remain unsupported. However, additional support is installed as needed if
deemed necessary.

Regional groundwater elevations are influenced by pumping at the Barrick Goldstrike mine. The lowest level of the
El Nino underground workings as currently planned is at the 1,356 metres (4,450 ft) amsl elevation while the
groundwater elevation is at approximately 1,052 metres (3,450 ft) amsl in that area. No additional dewatering will
be necessary for the proposed underground operations; however, the underground workings and portions of the
Arturo pit are expected to fill with water at the end of the mine life and upon cessation of dewatering at the Barrick
Goldstrike mine (BLM 2012).

The current underground mobile equipment is assumed to consist of mobile equipment including load-haul-dump
units, haul trucks, jumbos, bolters and support equipment.

In the opinion of the authors of the South Arturo Report, the mining methods used are appropriate to the deposit
style and employ conventional mining tools and mechanization; the LOM underground mine plan has been
appropriately developed to maximize mining efficiencies, based on the current knowledge of geotechnical,
hydrological, mining and processing information on the El Nino underground project; the equipment and
infrastructure requirements required for life-of-mine operations are well understood; conventional underground
mining equipment is used to support the underground mining activities; the equipment is standard to the industry
and has been proven on site; the underground equipment fleet was to be provided by an underground contractor with
Barrick oversight; the predicted mine life to 2023 is achievable based on the projected annual production rate and
the mineral reserves estimated.

Processing and Recovery Methods

Ore from South Arturo is being processed via one of two possible routes: roasting and CIL or ROM heap leaching
(possible in the future if economics warrant). The heap leach ore is segregated for possible processing in the future.
The majority of the precious metal production will come from ore that will be trucked to existing Barrick processing
circuits located approximately 12 kilometres away over improved gravel roads.

ROM material is segregated in the waste dump for future possible heap leach process if economics warrant. ROM
material will be placed on a permanent leach pad by haul trucks. Cyanide solution will be distributed by drip
emitters. The pregnant solution will then be collected and pumped to a carbon adsorption circuit. The cyanide
concentration and pH of the barren solution will be adjusted and the solution will be re-circulated via pumping to the
heap leach pads. Loaded carbon will be trucked to the existing autoclave carbon processing circuit for stripping and
refining to recover the precious metals and the carbon will be regenerated prior to being returned to the carbon
adsorption columns at the South Arturo Mine for reuse.

Ore that is scheduled for roaster/CIL processing is toll processed in the existing roaster circuit at Goldstrike. The
roaster pre-oxidizes ore that contains refractory carbonaceous and sulfidic material so it can be effectively processed
in a traditional CIL circuit. Metallurgical recovery is based on the BTR test results and Goldstrike Roaster predicted
recovery curve.
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Infrastructure, Permitting and Compliance Activities

Infrastructure

Project infrastructure includes: the expansion of the Dee open pit and development of the El Nino underground and
new waste rock disposal facilities; support facilities, including a communication site that has been installed; and new
power transmission lines that have been installed. The South Arturo Mine does not require new operating facilities
such as a maintenance shop for mine equipment and administrative offices. Both water and electricity supply still
exist on site from previous operations. Regional and local access to the South Arturo Mine is by way of paved and
improved gravel roads. Electrical power is provided by Nevada Energy through an existing power line that
terminates at a substation near the previous Dee mill. A new substation and associated power lines have been
constructed to supply power to the site facilities. The existing substation and a portion of the existing power line will
be removed after the cessation of mining and processing.

Water is supplied locally from deep wells with installed submersible pumps. The process supply wells provide
process water and fire reserve water to a single head tank. Potable water is supplied to a separate water tank and the
water is treated.

The project infrastructure for the El Nino underground includes the following: haul road to access the underground
portals in Phase-2 pit; high wall stabilization and rock fall barriers to support portal development; development of
two decline portals; waste and ore pads for temporary mined rock storage; aggregate storage areas and cement
mixing pit; backfill plant and cement storage facilities; shotcrete plant; power transmission lines; electrical
substation and mobile load centers; equipment maintenance shop; fuel and lube storage facility; fresh water tank and
piping; and a compressor.

Environmental Factors

At the date of the South Arturo Report, the South Arturo Mine has developed an Environmental Management
System for operation. ISO 14001:2015 standards have been implemented for the South Arturo Mine as part of the
Goldstrike EMS. The system was certified under the ISO 14001:2015 standard in October 2017.

Based on information presented in the 2012 feasibility study, baseline studies were considered complete for the
South Arturo Mine area, but additional studies may be undertaken as needed. The baseline conditions and project
impacts have been formally and extensively evaluated.

Potential impacts on water quality will be mitigated in accordance with an approved plan. Mitigating measures
include water quality monitoring, treatment of unsuitable water quality prior to discharge, and re-assessment of
forecasted water quality conditions every five years. As at the date of the South Arturo Report, the most significant
environmental impact is anticipated to be the pit lake water quality after the cessation of mining. No storage of
tailings on site is required since the mill grade ore will be processed off site. All ore that requires mill processing
will be treated at the Barrick Goldstrike or Cortez facilities. Tailings associated with the roaster circuit are permitted
for disposal in the North Block Tailings Disposal Facility, Tailings Storage Facility 3 (TSF3) or for delivery to the
Rodeo paste backfill plant.

Permitting Factors

The primary responsibility for permitting is assigned to the Goldstrike Environmental team, with support from
Barrick’s regional permitting team. Ongoing permitting will consider the National Environmental Policy Act
(“NEPA”) as well as other state and federal program requirements, since a majority of the site resides on public
lands. Three past NEPA actions had been performed for the Dee mine, all of which were Environmental
Assessments. For the South Arturo Mine, Barrick initiated the NEPA process in June 2009 when the plan of
operations, written by SRK Consulting (U.S.) Inc., was submitted to the BLM. It was determined by the BLM that
an Environmental Impact Statement would be required for the South Arturo Mine. The Record of Decision was
issued on May 7, 2014.
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The South Arturo Mine is on the site of the previously operated Dee Mine and the associated facilities have been
closed and reclaimed in accordance with approved closure plans. The authors of the South Arturo Report note that
the Dee Mine has received full bond release. The following table indicates the status of the primary federal, state,
and local permits required for the South Arturo Mine.

Primary Mine Permits

Permit Name Permit Number

Arturo Stormwater Permit NVR300000-MSW-39602
Arturo Class II Air Quality Operating Reclamation
Plan Permit

AP1041-3155

Arturo Water Pollution Control Permit NEV2013101
Arturo Reclamation Permit 355
Dee Gold Reclamation Permit 118
Dee Exploration Reclamation Permit 142
Dee Water Pollution Control Permit NEV0050005
Arturo Mine Project EIS Record of Decision
Arturo Mine – Class III Landfill SW01760
Arturo Mine Plan of Operations NVN-087946
Dee Gold Plan of Operations NVN-070250
Dee Exploration Plan of Operations NVN-071216
Bootstrap Haul Road Right-of-Way NVN-007683
NV Energy Right-of-Way NVN-092976
East Pit Stormwater Pond Dam J-710
Water Rights Permits Various
Jurisdictional Determination for the Arturo Mine Site SPRK-2000-25139
Memorandum of Agreement Undertaking #2010-0227

Social or Community Factors

Barrick has operated in the Elko area since 1987 and Newmont since the 1960’s, therefore, the need to establish new
plans for community engagement, resettlement, indigenous peoples, community development programs, local
workforce development/education/training, local procurement/supplier development or immigration management is
not anticipated. The South Arturo Mine will not significantly affect the actual area of operations or the daily lives of
the local community; however, it sustains mining employment in the area.

Life of Mine Plan

Open Pit and Underground

The January 2018 Life of Mine (“LOM”) plan for the South Arturo open pit mine scheduled the operation to run
from 2018 to 2022 producing an approximate total of 142 million tonnes of ore and waste. Under the 2018 LOM
plan, average production was 110,000 metric tpd using Goldstrike mining equipment and ore was to be processed by
two possible routes: oxide mill and roaster. 2.5 million tonnes at a grade of 2.7 g/t Au were to be processed in an
oxide milling circuit and the final 3.5 million tonnes at a grade of 3.29 g/t Au were to be shipped to the Goldstrike
roaster. The January 2018 LOM plan for the El Nino underground mine scheduled the operation to run from 2018 to
2024. An approximate total of 215,000 tonnes of ore were scheduled at an average grade of 9.7 g/t Au. Premier is
currently in the process of finalizing an updated LOM plan for the open pit and underground mines with Nevada
Gold, an affiliate of Barrick and the Corporation’s joint venture partner and the manager operator of the South
Arturo Mine.



K-22

Capital and Operating Costs

The 2018 LOM capital plan for sustaining capital to support the LOM as developed at the site for approval by the
Premier/Barrick JV is set out below:

LOM Sustaining Capital Costs

Capital Cost  Totals US$(000) 2018 US$(000) 2019 US$(000) 2020 US$(000)

Open Pit Mine Capital 13,398 4,429 8,969 -
Underground Mine Capital 4,951 3,101 1,850 -
Capitalized Drilling 2,983 - - 2,983
Totals 21,333 7,530 10,819 2,983
____________________
(1) Table derived from the South Arturo Report and effective as of the date thereof.

The total direct operating costs estimated for the South Arturo Mine based on the 2018 LOM plan are shown in the
following table before inventory adjustments, deferred stripping, silver credits and adjustments.

LOM (2018-2022) Operating Costs

Operation Unit
LOM

Average

Mining Cost  US$/tonne mined 1.52
Underground  US$/tonne processed 141.57

Roaster  US$/tonne processed 29.81
Mill  US$/tonne processed 12.68

____________________
(1) Table derived from the South Arturo Report and effective as of the date thereof.

Exploration and Development

In 2019, principal activities at the South Arturo Mine included the initial construction of the Phase 1 open pit and the
El Nino underground development and drilling. Key results stemming from the program include:

· Phase 3 mineralization appears to be significantly to entirely oxide mineralization rather refractory
material.

· The redox boundary at Phase 3 is significantly deeper than was modelled previously.

· Positive reconciliation of potential heap leachable material versus previous modelling.

· Potential that re-optimized pits at Phase 1 and Phase 3 could be deeper and larger than previously
modelled.

Construction of both the Phase 1 open pit and the El Nino underground mine progressed with mineralized materials
being stockpiled for future processing. Initial gold production from operations was achieved in late 2019. Mining
production from the El Nino mine ramped up in Q4 2019. Heap leach material from the Phase 1 open pit is now
being stockpiled for potential future processing. Engineering designs for the heap leach option were reviewed in
2019 and the current plan is to build the heap leach pad and re-start mining in 2024.
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Mercedes Mine (Premier Gold’s 100% Interest)

Project Description and Location

The Mercedes Mine is in the state of Sonora, northwest Mexico, within the Cucurpe municipality. The Mercedes
Mine is 250 kilometres northeast of Hermosillo, Sonora’s capital city, and 300 kilometres south of Tucson, Arizona.
The Mercedes Mine consists of approximately 69,285 hectares of mineral concessions under lease from the
government of Mexico. The area is covered by 43 mineral concessions, all of which have been titled as mining
concessions, according to Mexican mining law. The titles are valid for 50 years from the date titled. All of the
concessions are owned by Minera Mercedes Minerales S. de R.L. de C.V. (“MMM”), a wholly-owned subsidiary of
Premier, and remain in good standing with mining law obligations through twice-annual tax payments and required
assessment work. The areas of interest at Mercedes are located on private land. A surface access agreement has been
in place with the owner of the private land surrounding the Mercedes Mine since 2000. MMM has all required
permits to conduct work on the property. The below table lists the mining concessions of the Mercedes Mine.

Concession Area (hectares) Title Title Date Expiry Date

El Principe 18.0000 172217  Oct 27, 83 Oct 26, 33
La Reina 12.0369 172418  Dec 15, 83  Dec 14, 33
Klondike 15.5275 174794  Jun 14, 85 Jun 13, 35
El Rey de Oro 18.6164 175490  Jul 31, 85 Jul 30, 35
El Rey de Oro 2 18.4000 175511  Jul 31, 85 Jul 30, 35
Corona de Oro  10.0000 175671  Aug 06, 85  Aug 05, 35
Klondike 2  9.8487 175672  Aug 06, 85  Aug 05, 35
Pragedia  20.0000 186251  Mar 22, 90  Mar 21, 40
La Bartola  10.0000 187085  May 30, 90  May 29, 40
Fracc El Nuevo Tucabe  8.8492 208553  Nov 24, 98  Nov 23, 48
El Tucabe  38.4590 210794  Nov 26, 99  Nov 25, 49
El Sol  200.7300 210898  Jan 27, 00 Jan 26, 50
Argonauta  7.7061 212480  Oct 24, 00 Oct 23, 50
Argonauta  390.7005 213646  Jun 05, 01 Jun 04, 51
El Real de Oro Fracc I  497.3410 213718  Jun 12, 01 Jun 11, 51
El Real de Oro Fracc II  3.6784 213719  Jun 12, 01 Jun 11, 51
El Real de Oro Fracc III  4.1211 213720  Jun 12, 01 Jun 11, 51
El Real 1  125.8333 215243  Feb 14, 02 Feb 13, 52
El Real 2  487.6264 215244  Feb 14, 02 Feb 13, 52
El Tucabe 3 109.2250 215246  Feb 14, 02 Feb 13, 52
Gato 2  50.0000 215596  Mar 05, 02  Mar 04, 52
El Nuevo Tucabe  42.3052 216522  May 17, 02  May 16, 52
Gato  337.1108 221761  Mar 19, 04  Mar 18, 54
El Hipo Fracc I  45.8914 221763  Mar 19, 04  Mar 18, 54
El Hipo Fracc II  11.7569 221764  Mar 19, 04  Mar 18, 54
El Hipo Fracc III  31.4375 221765  Mar 19, 04  Mar 18, 54
San Francisco  98.9169 221919  Apr 14, 04  Apr 13, 54
El Hipo Fracc II  3.0941 221920  Apr 14, 04  Apr 13, 54
El Hipo Fracc I  123.1961 221921  Apr 14, 04  Apr 13, 54
Rey V   1,597.2124 224150  Apr 12, 05  Apr 11, 55
Tragedia 2  20.0000 226071  Nov 16, 05  Nov 15, 55
Argonauta 2 Fracc 1  4.9663 226859  Mar 14, 06  Mar 13, 56
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Concession Area (hectares) Title Title Date Expiry Date

Argonauta 2 Fracc 2  13.8788 226860  Mar 14, 06  Mar 13, 56
Argonauta 2 Fracc 3  141.8638 226861  Mar 14, 06  Mar 13, 56
Argonauta 3  81.0000 226862  Mar 14, 06  Mar 13, 56
Argonauta 4   2,127.0216 229005  Feb 27, 07 Feb 26, 57
Argonauta 5 Fracc 1

56,298.1556
236193  Mar 16, 07  Mar 15, 57

Argonauta 8   1,173.3752 238166  Aug 09, 11  Aug 08, 61
Argonauta 9 F-1  338.2361 238167  Aug 09, 11  Aug 08, 61
Argonauta 9 F-2  66.6451 238168  Aug 09, 11  Aug 08, 61
Tucaba 2   1,398.6047 243253  Aug 29, 14  Aug 28, 64
Tucaba  99.0807 244214  Jun 30, 15 Jun 29, 65
Tucaba 1   3,174.2856 244258  Jul 14, 15 Jul 13, 65
Total  69,284.7343

MMM has all required permits to conduct work on the property. The tailings are considered pH neutral to alkaline
and are not acid generating material. Rehabilitation of the tailings facility and the remainder of the mining areas on
site at end of mine life are estimated to cost approximately US$15.2 million. The authors of the Mercedes Report are
not aware of any other significant factors and risks that may affect access, title or the right or ability to perform work
on the property.

Access

The Mercedes Mine is accessed using Highway 54 via Magdalena de Kino, located approximately 180 kilometres
from both Tucson, Arizona, and Hermosillo, Mexico. From Magdalena de Kino, access is gained to the property
using Highway 15 for 67 kilometres, passing through the village of Cucurpe, to the Rancho Los Pinos entrance. The
Mercedes Mine can be reached via an improved gravel road approximately 10 kilometres from the ranch entrance.

History

Exploration and development work was conducted in at least two or three distinct periods. The Mercedes, Tucabe,
Saucito, Anita, Klondike, Rey de Oro, Reina and Ponchena veins were the focus of exploration and development
work on a limited to moderate scale during the late 19th century and early 20th century. However, according to the
authors of the Mercedes Report, very little information is available on such work.

The Tucabe vein was mined in early 1900s. A cyanide mill was constructed on the site and the Tucabe vein was
accessed through a series of tunnels and shafts, covering over 600 metres of strike and a vertical range of over 150
metres. The Mercedes vein was discovered in 1936. Anaconda Copper Company optioned the property in 1937 and
spent two years exploring underground. The work included sinking a 50 metres shaft and excavating a series of
tunnels and internal raises for sampling and reserve estimation. Little historical data is available for past mining
activities at the Klondike mine. Anaconda files from the 1930s indicate that the Klondike Mine was mined around
1900, with the main stope being about approximately 120 metres by 80 metres in size.

In 1994, the Fomento Minero, an agency of the Mexican government, conducted surface and underground sampling
of the Tucabe vein to evaluate potential for an open pit, heap leach operation. Minera Sierra Madre evaluated the
property and drilled 800 metres of RC drilling to depths of 75 metres in 1996.

Sampling by Rio Sonora (Gerle Gold Ltd.) of the underground workings on the Saucito zone indicated that the
mineralization was very erratic but several samples returned results of greater than 10 g/t Au. Rio Sonora drilled 10
shallow holes testing the area for near surface open pit potential. The holes returned low-grade values and in the
vicinity of the workings drilling failed to equal the grade from the underground sampling.
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The Mercedes and Klondike mine areas were first examined by Meridian’s predecessor, FMC Gold Company, in
1993 as part of a regional exploration program in Mexico. Meridian geologists completed surface and underground
mapping and sampling in 2000. The surface evaluation identified 11 separate target areas. Five areas had historic
mining activities and were the focus of the first phase of an RC drilling program.

RC drilling started in 2001, focusing on the Klondike and Mercedes zones. This program was successful,
discovering a narrow, vein-hosted mineralized zone at Mercedes and significant mineralization was also
encountered at Klondike.

In 2002, Meridian entered into a joint venture (the “Fishcher-Watt JV”) with Fischer-Watt Corporation (“Fischer-
Watt”), to continue exploration at Mercedes. Fischer-Watt did limited metallurgical testing and developed a
preliminary design for underground development on the Mercedes vein. The Fishcher-Watt JV was terminated in the
fall of 2004 and the property was returned to Meridian.

The exploration program conducted in 2005 resulted in the discovery of the bonanza grade Corona de Oro shoot in
the Mercedes vein. Drilling expanded in 2006, and 2007, focusing on the Mercedes, Klondike and Lupita veins.

In October 2007, Yamana took control over the property and subsequently carried out surface mapping, geochemical
exploration, and drilling. An aggressive drilling and development program was completed to bring the Mercedes
Mine to a feasibility study stage. Drilling from 2009 to end of 2015 focused on district exploration outside the
Mercedes-Klondike systems, resulting in: (i) the discovery of the Barrancas vein zone; (ii) Diluvio zone at Lupita;
and (iii) expansion of the Rey de Oro vein system.

The Mercedes Mine began production in 2011. For the year ended December 31, 2019, it produced 0.668 Mt
grading 2.91 g/t Au and 26.18 g/t Ag and recovered 59,901 ounces of gold and 191,306 ounces of silver. The
following table is a summary of historic production at the Mercedes Mine to December 31, 2019.

Year
Tonnes Mined

(000)
Gold Grade (g/t

Au)
Silver Grade

(g/t Ag)
Gold Ounces

(000)
Silver Ounces

(000)

2011 19.2 4.97 61.7 3.1 38.0
2012 513.7 6.27 81.7 103.6 1,349.9
2013 641.0 6.13 76.6 126.3 1,578.1
2014 648.6 5.40 61.2 112.6 1,276.4
2015 492.1 5.06 52.2 80.1 826.4
2016 663.9 4.86 55.9 103.7 1,193.2
2017 683.5 3.93 37.6 82.6 338.3
2018 665.5 3.34 35.34 68.7 309.2
2019 667.7 2.91 26.18 59.9 191.3
Total 4,995.2 4.63 46.6 740.6 7,100.8

Geology and Mineralization

Regional Geology

The geology of north-central Sonora displays a complex history of tectonic and magmatic activity. The oldest
known rocks are folded and variably metamorphosed late Jurassic volcanic sedimentary rocks and lower Cretaceous
calcareous sediments.

The sedimentary basement rocks are covered by thick and aerially extensive sequences of upper Cretaceous felsic
volcanic rocks, which are in turn locally intruded and overlain by upper Cretaceous andesite flow and intrusive
units. This entire rock package was then intruded by a series of granitic to granodioritic stocks and dikes. Continued
volcanic activity through the Oligocene produced a bi-modal suite of flows and volcaniclastic units.
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The Miocene was dominated by extension, erosion, and limited volcanic activity. Thick and regionally extensive
sequences of polymictic conglomerate and arenite, which are locally intercalated with felsic volcanic units, fill
extensional basins throughout north-central Sonora.

Local Geology

The geology of the Mercedes area is dominated by two northwest-trending arches, which have exposed older marine
sediments and overlying interbedded volcaniclastic sediments and lithic to quartz crystal lithic tuff units. The arches
are cut by numerous northwest-trending high angle structures. Some of these faults have been intruded by at least
three stages of dikes and small stocks, ranging in composition from andesite to latite and rhyolite. Marginal to the
northwest-trending arches, andesitic flows, and flow breccias (with local coeval andesite dikes) have been deposited
and preserved in at least three west-northwest thickening basins. This andesite package, locally over 500 metres
thick, and the contact zone with the underlying tuff host all known economic epithermal vein deposits in the district.

Mineralization and Deposit Type

Gold-silver mineralization on the Mercedes Mine property is hosted within epithermal low sulphidation (adularia-
sericite) veins, stockwork, and breccia zones. Over 16.5 kilometres of veins have been identified within or marginal
to the andesite-filled basins, which constitute the primary exploration target on the property. Major veins typically
trend N30-70W at 60º to 90º dips following the major regional structural pattern. Veins typically dip at greater than
60º, but locally range as low as 25º. Post-mineral latite dikes fill some of the same northwest trending structures that
host some of the veins, locally destroying mineralization as emplaced.

The mineralized zones display a combination of fissure vein, stockwork, and breccia morphologies that change
rapidly on strike and dip. The zones range in width from less than one metre to composite vein/stockwork/breccia
zones up to 15 metres wide. In the Diluvio zone, gold-silver bearing vein/stockwork zones locally attain thicknesses
in excess of 100 metres. The length of individual veins varies from 100 metres to over three kilometres. Property-
wide, gold-silver bearing veins occur over a vertical range of 700 metres (600 metres to 1,300 metres).

Mineralogical studies identified opaque minerals, including iron oxides, pyrite, gold, electrum, stibnite and rare
pyrargyrite, within a gangue of substantial chalcedony, quartz and carbonate. Metallurgical studies have identified
the presence of very small quantities of native gold, native silver, electrum, pyrargyrite, stibnite, galena, sphalerite
and chalcopyrite in heavy mineral concentrates. Copper minerals such as malachite and chrysocolla are most
common as fracture fillings in breccias at Klondike, although rare specks are also seen in the Mercedes and Lupita-
Diluvio veins.

Exploration

Third party exploration efforts began with surface sampling in 1999. A total of 399 rock samples and 26 stream
sediment samples were collected and a 60 square kilometres area was mapped. Mapping and sampling between 2005
and 2015 was subsequently extended to cover an area of approximately 235 square kilometres. Geochemical
sampling focused on rock chip samples from outcropping veins along with samples from the historic mine workings.
The abundance of outcrop in the property area, combined with limited vegetation, allow this sampling method to
define general grades within veins. A total of 3,824 surface rock samples, 129 soil samples and 156 stream sediment
samples have been collected for geochemical analyses through 2015.

Surface mapping identified three major basins filled with andesitic volcanic rocks on the Mercedes Mine property.
Mapping also identified areas in which significant extensions of andesite basins may be covered by shallow post-
mineral deposits. The mapping also identified over 16.5 kilometres of low sulphidation epithermal veins in the
Mercedes Mine area.

2019 Results and 2020 Outlook

During the year ended December 31, 2019 the exploration program focused on the expansion of high-grade, near-
infrastructure targets that may be upgraded to mineral resources and mineral reserves while also supporting the
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development of new deposits to increase mining flexibility and productivity. Toward this end, 259 greenfield, 

brownfield and definition drill holes representing 40,840 metres were drilled. The highlights of this exploration 

campaign include: 

 Definition and initial mineral reserves of the Marianitas ore shoot located at the Marianas target. 

 Discovery and initial mineral reserves and resources at the Lupita Extension target area. 

 Discovery and initial inferred mineral resources at San Martin. 

 Initial encouraging exploration results at the Neo target area. 

In 2020, the Mercedes Mine will continue to focus on improving grade predictability while also reducing dilution 

and overall costs. Developing new deposits to increase flexibility and productivity remains a key priority. The 

Corporation plans to continue to develop underground access of zones to allow for increased production flexibility 

from all zones, including advancing development into the Lupita extension zone. Development of the Lupita 

extension zone is currently underway and drilling in 2019 focused on upgrading mineralization to year-end 

resources. The Corporation also intends to complete the expansion of the tailings facility to allow for the increased 

storage capacity required to sustain operations for the current life of the mine. In addition, the Corporation plans to 

focus on definition work to increase confidence in short-term mining grade and improve the short to medium mining 

plans. 

Drilling  

As of the end of December 2019, a total of 40,840 metres in 259 core holes were completed on the Mercedes Mine 

property. Mineralized zones at Mercedes, Marianas, San Martin, Lupita Extension and Rey de Oro were drilled. A 

summary of the drilling activities is provided below. 

Year 

RC 

Holes 

RC 

Metres 

Core 

Holes 

Core 

Metres 

Total 

Holes 

Total 

Metres 

2000-01 ...........................  55 10,867.93 0 — 55 10,867.93 

2002-04 ...........................  0 —   0 — 

2005 ................................  9 2,257.00 6 990.15 15 3,247.15 

2006 ................................  64 5,693.65 11 3,063.50 75 8,757.15 

2007 ................................  0 — 161 43,362.53 161 43,362.53 

2008 ................................  4 806.17 318 82,805.35 322 83,611.52 

2009 ................................  0 — 98 32,855.51 98 32,855.51 

2010 ................................  0 — 151 45,805.35 151 45,805.35 

2011 ................................  0 — 114 43,325.41 114 43,325.41 

2012 ................................  0 — 149 37,902.88 149 37,902.88 

2013 ................................  0 — 61 18,655.85 61 18,655.85 

2014 ................................  0 — 199 49,705.54 199 49,705.54 

2015 ................................  0 — 226 41,199.73 226 41,199.73 

2016 ................................  0 — 135 27,442.77 135 27,442.77 

2017 ................................  0 — 350 45,675.60 350 45,675.60 

2018 ................................  0 — 280 40,720.00 280 40,720.00 

2019 ................................  0 — 259 40,840.00 259 40,840.00 

       

Total ...............................  132 19,624.75 1,979 554,349.00 2,300 573,973.75 

Sample Preparation and Analysis 

Almost all 2000 to 2017 assaying was done at ALS Chemex (“ALS”) laboratories (ISO 17025:2017 certified) (and 

predecessors the Bondar-Clegg and Chemex in Vancouver, British Columbia). Due to extreme sample volumes, 

some sample preparation in 2011 was done by Chemex at preparation facilities in Chihuahua, Zacatecas and 



K-28

Guadalajara, Mexico. Sample preparation is currently completed at the ALS preparation laboratory in Hermosillo,
Mexico.

At the laboratory, the sample is logged in the tracking system, weighed, dried and finely crushed to better than 70%
passing a 2 m screen. A split of up to 250 grams is taken and pulverized to better than 85% passing a 200- mesh
screen.

Bondar-Clegg assayed for gold utilizing 30 grams fire assay FA/AA finish. Silver was determined with AA using a
single acid dilution. Any gold assays over 10.0 g/t Au were rerun with fire assay and any silver values over 50 g/t
Ag were run a second time utilizing additional dilutions. The Bondar-Clegg fire assay procedure contained the
following steps: a prepared sample is fused with a mixture of lead oxide, sodium carbonate, borax, silica and other
reagents as required, inquarted with 6 mg of gold-free silver and then cupelled to yield a precious metal bead. The
bead is digested in 0.5 mL dilute nitric acid in the microwave oven. 0.5 mL concentrated hydrochloric acid is then
added and the bead is further digested in the microwave at a lower power setting. The digested solution is cooled,
diluted to a total volume of 10 mL with de-mineralized water and analyzed by atomic absorption spectroscopy
against matrix-matched standards.

Throughout 2005 and 2017, gold and silver analyses were conducted using a 30- or 50-grams fire assay, gravimetric
finish method. Most 2005 to 2013 assaying was done using a gravimetric method at ALS in Vancouver, British
Columbia, Canada. Since 2013, gold analyses were done using a FA-AA finish, with all samples over 5.0 g/t re-
analyzed by the FA-gravimetric finish method. Due to high sample volume, a small percentage of the 2007 samples
were analyzed in the ALS laboratory in Guadalajara, Mexico. The gravimetric procedure was completed as follows:
a prepared sample is fused with a mixture of lead oxide, sodium carbonate, borax, silica and other reagents in order
to produce a lead button. The lead button containing the precious metals is cupelled to remove the lead. The
remaining gold and silver bead is parted in dilute nitric acid, annealed and weighed as gold. Silver, if requested, is
then determined by the difference in weights.

When visible gold was noted, samples were sometimes analyzed, or re-assayed by metallic screen methods. The
screen metallic procedure was completed as follows. The sample pulp (1,000 g) is passed through a 100 μm (Tyler
150 mesh) stainless steel screen. Any material remaining on the screen (+) 100 μm is retained and analyzed in its
entirety by FA with a gravimetric finish and reported as the Au (+) fraction. The material passing through the screen
(-) 100 μm fraction is homogenized and two sub-samples are analyzed by FA with an AA finish (Au-AA25 and Au-
AA25D). The average of the two AA results is taken and reported as the Au (-) fraction result. All three values are
used in calculating the combined gold content of the plus and minus fractions. The gold values for both the (+) 100
μm and (-) 100 μm fractions are reported together with the weight of each fraction as well as the calculated total
gold content of the sample.

Mine Production Sample Preparation and Analysis

Channel samples from development headings and underground infill drilling are processed at the mine laboratory.
For gold assays, samples are analyzed by FA with an AA finish and, if the results are greater than

5.0 g/t Au, the samples are re-analyzed by FA and gravimetric finish, with both procedures using a 30 grams pulp
sample. For silver analysis, samples are assayed by FA with a gravimetric finish using 30 grams pulp sample,
however, since September 2015, silver analysis has been done with a total digestion using four acids.

Exploration Quality Assurance/Quality Control

I. 2012 to 2016 Core Drilling Program

In these programs, a systematic QC procedure was implemented by Yamana, which included the insertion of
standards, steriles and blanks in a logical order, as well as the insertion of duplicates and the regular use of check
pulps (every 30-40 samples) in every sample sequence. A QC failure occurs when any of the following cases is
encountered: (i) a standard greater than three standard deviations (“3SD”) from the mean; (ii) two adjacent standards
which are greater than two standard deviations (“2SD”) from the mean, on the same side of the mean (bias); or (iii) a
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blank or sterile sample that is greater than the warning limit (i.e. five times the detection limit for the gravimetric
method). According to the authors of the Mercedes Report, this rule is even more of a concern if an adjacent
standard also fails.

II. Sterile Samples

Sterile material used to monitor contamination during sample preparation was a vitrophyre rock that can be found on
the property.

In the 2012 drilling program, a total 335 steriles were inserted with laboratory orders this period. All samples fell
within the acceptable range. In the 2013 drilling program, a total 123 steriles were inserted with laboratory orders
this period. All samples fell within the acceptable range. For the drilling programs in 2014, 2015 and up to July
2016, a total of 338 sterile samples were inserted with laboratory orders. Only one sample was returned out of the
acceptable range for gold. Overall, the Mercedes Report authors consider the results of the sterile analyses
acceptable in terms of control of contamination in the analytical procedure.

III. Blank Samples

In order to monitor the contamination that might occur during the analytical procedure, blank pulps were inserted in
the sampling sequence, at the end of the mineralized zone, and following the sterile and a high-grade standard. The
blank pulps are certified reference material from CDN Resource which come in paper bags of approximately 100
grams each.

In 2012, a total of 291 blank samples were inserted with laboratory orders (using CDN Lab material standard CDN-
GS-BL9). Only five samples were over the 0.005 g/t Au limit and none approached the 0.03 g/t Au warning limit. In
2013, a total of 111 blank samples were inserted with laboratory orders (using CDN Lab material standard CDN-
GS-BL9). Only one sample was over the 0.03 g/t Au warning limit but it was not near any vein or zone of interest.
For the drilling programs in 2014, 2015 and up to July 2016, a total of 505 blank samples were inserted with
laboratory orders using blank material MX_BL_9 and MX_BL_10. No gold assays and only four silver assays were
returned out of the acceptable range. Overall, the authors of the Mercedes Report consider the blank results
acceptable in terms of control of contamination in the analytical procedure.

IV. Standard Samples

In 2010, four different standards were professionally prepared by CDN Resource from core rejects collected at the
Mercedes Mine site, including MER-HG (high grade), MER-MG (medium grade), MER-LG (low grade) and MER-
CG (cut-off grade). The average of Chemex assays for the four standards in subsequent assays has been statistically
very close to the mean established by CDN during the round-robin laboratory testing. A small proportion of the
MER-HG standard has reported below the 3SD limit suggesting that there may have been some slight non-
homogeneity in the MER-HG standard prep. These standards were used exclusively during the drilling programs in
2010-2013. In 2012, a total of 375 standard samples were submitted with laboratory orders. According to the authors
of the Mercedes Report, only one sample assayed above the accepted range and seven standards from different
categories assayed below the accepted range. Those were not considered as a fail but a warning and ALS was
informed that some of the Mercedes Report authors’ control samples were falling outside the Mercedes Report
authors’ accepted ranges. According to the authors of the Mercedes Report, MER-CG and MER-MG behaved very
well in the period; MER-LG had two biases one above and one below, while MER-HG had five standards below the
3SD from different batches, those are not considered a fail but bias on the analysis, ALS was informed of those
biases. In 2013, a total of 137 standard samples were submitted with laboratory orders. No samples assayed above
the accepted range (>3SD) and a total of nine standards (7%) from the four combined standards assayed between
2SD and 3SD. For the drilling programs in 2014, 2015 and up to July 2016, a total of 706 standard samples were
inserted with laboratory orders mainly using certified reference materials. A total of eight gold assays and 14 silver
assays were above the accepted range (>3SD) and a total of 32 gold assays and 43 silver assays from the combined
standards assayed between 2SD and 3SD. Each failure of a standard was investigated and the standard and adjacent
samples were analyzed again where necessary, according to Yamana protocols.



K-30

Overall, the Mercedes Report authors consider the results of the standard samples acceptable in terms of monitoring
the accuracy of the analytical procedure.

V. Field Duplicates

In order to monitor the variability of the grades obtained by ALS, the systematic use of field duplicates were
implemented at the beginning of the 2008 program. These duplicates are splits of drill core that are inserted
approximately every 30 samples and are taken randomly from outside the vein. They are treated as normal samples
and are consecutively numbered with respect to the original core split.

In 2012, a total of 274 duplicate samples from 149 drill holes from Diluvio, Marianas and Rey de Oro areas were
analyzed by Chemex, generally from low grade zones peripheral to veins. Duplicates are inserted every 30 samples
in the sampling sequence from material outside the main vein zones in order to preserve the second half of core.
Precision graphs were made using all 274 duplicates (cumulative data), in total in order to achieve more precision.
The correlation between the original samples and duplicates is fair, showing an R2 value of 0.5714. Considering the
variability of the mineralization, the overall 2012 data is considered acceptable for monitoring precision of grades.
In 2013, a total of 89 duplicate samples from 61 drill holes were analyzed by Chemex; generally from low grade
zones peripheral to veins. Duplicates were inserted every 40 samples in the sampling sequence from material outside
the main vein zones in order to preserve the second half of core. The correlation between the original samples and
duplicates is very good, showing an R2 value of 0.8956.

For the drilling programs in 2014, 2015 and up to July 2016, a total of 406 duplicate samples were analyzed by
Chemex. Thompson Howarth plots showed significant variability at gold grades less than 2.0 g/t Au and less
variability above that grade. Only six of these samples however, returned gold assays above 2.0 g/t Au. According to
the authors of the Mercedes Report, more field duplicate samples with grades above the cut-off grade should be
collected, or this practice discontinued.

VI. Pulp Duplicates

In May 2008, a system for pulp-checking was implemented at the Mercedes Mine. Every lab order that was
submitted to ALS included a request for at least one sub-sample of pulp to be sent to Acme with the purpose of
checking the reproducibility of the analysis. These check pulps were selected at random, approximately every 30 to
40 samples, by the person who makes the sample shipment. Up to November 2008, a total of 143 check assays were
received. According to the authors of the Mercedes Report, the correlation between originals and checks is good at
98%. No pulp samples were sent to a secondary laboratory for analysis in 2011 to 2013. A total of 1,032 pulps were
sent to Acme to check the reproducibility of the original assays. Standards and blanks were added to this sample
stream. According to the authors of the Mercedes Report, results were excellent with a slight negative bias for high
grade silver analyses in the ALS Chemex data.

A total of 879 pulps were sent to Bureau Veritas Commodities Canada Ltd. (“Bureau Veritas”) in Vancouver to
check the reproducibility of the original assays in 2017. Standards and blanks were added to this sample stream.
According to the authors of the Mercedes Report, results were excellent with a slight negative bias for high grade
silver analyses in the Bureau Veritas data.

Mine Quality Assurance/Quality Control

During 2013, a total of 424 gold standard samples were inserted with laboratory orders mainly using ten different
certified reference materials with grades from 0.89 g/t Ag to 156.8 g/t Ag. A total of 87 gold assays (20.5%) were
above the accepted range (>3SD) and a total of 22 gold assays (12.3%) from the combined standards assayed
between 2SD and 3SD. As a result of the re-analyses, the percent failure greater than three standard deviations
decreased to 8.96%. During 2013, a total of 250 silver standard samples were inserted with laboratory orders mainly
using seven different certified reference materials with grades from 0.62 g/t Au to 30.8 g/t Au. A total of 76 silver
assays (30.4%) were above the accepted range (>3SD) and a total of 35 silver assays (14.0%) from the combined
standards assayed between 2SD and 3SD. According to the authors of the Mercedes Report, as a result of the re-
analyses, the percent failure greater than three standard deviations decreased to 8.40%.
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2014 to 2017 QA/QC Results

I. Sterile Samples

Sterile material used to monitor contamination during sample preparation was a vitrophyre rock that can be found on
the property. In the 2014, a total of 285 steriles were inserted in lab orders. Eleven (3.9%) of these were over the
limit and were considered failures.

In 2015, a total of 442 steriles were inserted into the sample stream. There were thirteen analyses (2.9%) over the
gold warning limit. In the 2016, a total of 382 steriles were inserted in lab orders. Twenty-five (6.5%) were over the
0.03 g/t Au warning limit. In the 2017, a total of 386 steriles were inserted in lab orders. Ten (2.6 %) of these were
over the limit and were considered failures.

II. Blank Samples

In order to monitor the contamination that might occur during the analytical procedure, blank pulps were inserted in
the sampling sequence, at the end of the mineralized zone, and following the sterile and a high-grade standard. The
blank pulps are certified reference material from CDN Resource which come in paper bags of approximately 100
grams each.

In 2014, a total of 274 blank pulps were sent for analysis and 11 (4.0%) gold analyses exceeded the limit. In 2015, a
total of 457 blank samples were inserted. Twenty-two samples exceeded the 0.3 g/t Au warning limit. In 2016 a total
of 381 blank samples were inserted with laboratory orders. Only six of these (1.6%) gold analyses were over the
gold warning limit. In 2017 a total of 396 blank samples were inserted with laboratory orders. Eleven of these
(2.8%) gold analyses were over the gold warning limit.

III. Standard Samples

The following tables show the results of the analyses of the gold and silver certified reference materials in 2014.
When a standard analysis exceeds the three standard deviation limit, reanalysis is requested for the standard and two
samples on each side of it in the batch.

Gold (2014)
Range

Standard
Grade

(g/t Au) Number
Out of Range
(2SD to 3SD) %

Out of Range
(>3SD) %

CDM-FCM-7 0.89 64 8 12.50 6 9.38
CND-ME-16 1.48 77 2 2.60 4 5.19
CND-ME-19 0.62 46 1 2.17 3 6.52
CDN-GS-5H 3.88 36 2 5.56 2 5.56
CDN-ME-1204 0.97 97 5 5.15 22 22.68
CDN-ME-1205 2.20 21 3 14.29 1 4.76
CDN-ME-1303 0.92 51 7 13.73 4 7.84
CDN-ME-1304 1.80 54 3 5.56 9 16.67
CDN-GS-5P 4.80 19 1 5.26 1 5.26
CDN-GS-14A 14.90 8 2 25.00 0 0.00
CDN-GS-10D 9.50 10 1 10.00 2 20.00
CDN-GS-12A 12.31 81 5 6.17 3 3.70
CDN-GS-6A 5.79 17 2 11.76 1 5.88
Total 581 42 7.23 58 9.98
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Silver (2014)
Range

Standard
Grade

(g/t Au) Number
Out of Range
(2SD to 3SD) %

Out of Range
(>3SD) %

CDM-FCM-7 64.7 64 6 9.38 11 17.19
CND-ME-16 30.8 77 8 13.39 6 7.79
CND-ME-19 103.0 46 2 4.35 2 4.35
CDN-GS-5H 50.4 36 3 8.33 2 5.56
CDN-ME-1204 58.0 97 6 6.19 3 3.09
CDN-ME-1205 25.6 21 1 4.76 14 66.67
CDN-ME-1303 152.0 51 6 11.76 2 3.92
CDN-ME-1304 34.0 54 6 11.11 7 12.96
CDN-GS-5P 119.0 19 1 5.26 6 31.58
Total 465 39 14.00 53 11.40

The Mercedes Report authors note that while the error rate is still problematic, further investigation revealed that the
results show no bias, and the Mercedes Report authors consider that the mine assays are acceptable for use in
Mineral Resource estimation.

The following tables show the results of the analyses of the gold and silver certified reference materials in 2015.

Gold (2015)
Range

Standard
Grade

(g/t Au) Number
Out of Range
(2SD to 3SD) %

Out of Range
(>3SD) %

CDM-FCM-7 0.89 43 7 16.28 8 18.60
CDN-ME-1205 2.20 74 4 5.41 7 9.46
CDN-ME-1303 0.92 47 2 4.26 3 6.38
CDN-ME-1304 1.80 91 5 5.49 14 15.38
CDN-GS-1Q 1.24 198 14 7.07 8 4.04
CDN-ME-1312 1.27 114 2 1.75 5 4.39
CDN-ME-1402 13.90 33 2 6.06 3 9.09
CDN-GS-14A 14.90 86 13 15.12 9 10.47
CDN-GS-10D 9.50 85 8 9.41 13 15.29
CDN-GS-7F 6.90 112 8 7.14 12 10.71
Total 883 65 7.36 82 9.29

The Mercedes Report authors note that while the error rate is still problematic, further investigation reveals that the
results show no bias, and the Mercedes Report authors consider that the mine assays are acceptable for use in
Mineral Resource estimation.
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Silver (2015)
Range

Standard
Grade

(g/t Au) Number
Out of Range
(2SD to 3SD) %

Out of Range
(>3SD) %

CDN-FCM-7 64.7 43 0 13.95 17 39.53
CDN-ME-1205 25.6 74 14 18.82 41 55.41
CDN-ME-1303 152.0 47 0 0.00 5 110.64
CDN-ME-1304 34.0 91 7 7.69 21 23.08
CDN-GS-1Q 40.7 198 30 15.15 85 42.93
CDN-ME-1312 22.3 114 11 9.65 16 14.04
CDN-ME-1402 131.0 33 0 0.00 2 6.06
Total 600 68 11.33 187 31.17

According to the authors of the Mercedes Report, inaccuracies arise due to the encapsulated nature of the silver-
bearing minerals and, at times, the incomplete digestion of the samples during analysis. The Mercedes Report
authors note that while the error rate remained problematic, performance improved following the switch in
analytical methods in 2015. Rates declined to 8.06% for failures between two and three standard deviations and
declined to 6.99% for failures greater than three standard deviations for the 186 samples analyzed. Further
investigation reveals that the results show no bias and the Mercedes Report authors state that the mine assays are
acceptable for use in a resource estimation.

The following tables show the results of the analyses of the gold and silver certified reference materials in 2016.

Gold (2016)
Range

Standard
Grade

(g/t Au) Number
Out of Range
(2SD to 3SD) %

Out of Range
(>3SD) %

CDN-ME-1403 0.95 143 3 2.10 14 9.79
CDN-ME-1304 1.80 152 3 1.97 7 4.61
CDN-ME-1312 1.27 122 2 1.64 1 0.82
CDN-ME-1402 13.90 153 6 3.92 12 7.84
CDN-GS-7F 6.90 175 12 6.86 15 8.57
Total 745 26 3.49 49 6.58

The Mercedes Report authors note that the error rate has improved and the Mercedes Report authors state that the
mine gold assays are acceptable for use in resource estimation.

Silver (2016)
Range

Standard
Grade

(g/t Au) Number
Out of Range
(2SD to 3SD) %

Out of Range
(>3SD) %

CDN-ME-1403 53.9 143 1 0.70 5 3.50
CDN-ME-1304 34.0 152 2 1.32 4 2.63
CDN-ME-1312 22.3 122 4 3.28 3 2.46
CDN-ME-1402 131.0 153 3 1.96 10 6.54
Total 570 10 1.75 22 3.86

The Mercedes Report authors state that the mine silver assays are acceptable for use in resource estimation.
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The following tables show the results of the analyses of the gold and silver certified reference materials in 2017.

Gold (2017)
Range

Standard
Grade

(g/t Au) Number
Out of Range
(2SD to 3SD) %

Out of Range
(>3SD) %

CDN-ME-1403 0.95 54 1 1.85 2 3.70
CDN-ME-1204 0.98 190 27 14.2 21 11.1
CDN-ME-1312 1.27 52 0 0 2 1.32
CDN-ME-1402 13.90 79 6 7.59 10 12.7
CDN-ME-1501 1.38 106 3 2.83 9 8.49
CDN-GS-3M 3.10 54 1 1.85 0 0
CDN-GS-7G 7.15 127 18 14.2 19 15.0
Total 762 56 7.35 63 8.27

The Mercedes Report authors state that the mine gold assays are acceptable for use in resource estimation.

Silver (2017)
Range

Standard
Grade

(g/t Au) Number
Out of Range
(2SD to 3SD) %

Out of Range
(>3SD) %

CDN-ME-1403 53.9 54 0 0 1 1.85
CDN-ME-1204 58.0 190 5 2.63 3 1.58
CDN-ME-1312 22.3 152 5 3.29 3 1.97
CDN-ME-1402 131.0 79 2 2.53 4 5.06
CDN-ME-1501 34.6 106 4 3.77 5 4.72
CDN-GS-3M 95.4 54 1 1.85 0 0
Total 635 17 2.68 16 2.52

The Mercedes Report authors state that the mine silver assays are acceptable for use in resource estimation.

IV. Field Duplicates

For the drilling programs in 2014, 2015 and 2016 a total of 2,206 duplicate samples were analyzed by the mine
laboratory. Thompson Howarth plots showed significant variability at levels of gold and silver grades. This is
probably due to the presence of erratically distributed coarse gold.

For the drilling program in 2017, a total of 708 duplicate samples were analyzed by the mine laboratory. Analytical
and preparation duplicates taken by the laboratory show good precision, however, due to the presence of coarse
gold, field duplicates only showed fair precision in almost all concentrations for the two monitored elements. The
authors of the Mercedes Report recommend that more field duplicate samples with grades above the cut-off grade be
collected or this practice be discontinued.

V. Pulp Duplicates

No pulp samples were sent to a secondary laboratory for analysis from the mine laboratory in 2014 to 2017.
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Security of Samples

I. Reverse Circulation Drilling

A geologic determination is made at the drill rig regarding which samples were to be assayed. This included any
intervals with veining or strong silicification and included several unmineralized samples on either side of the vein
zone. Samples to be shipped were placed in grain sacks, and the tops tied with plastic ties or duct tape. Samples are
transported to the Mercedes Mine camp area by MMM personnel. Samples were collected on-site approximately
once per week by drivers from ALS, who come from the Hermosillo preparation facility. Samples are prepared in
Hermosillo and shipped to Vancouver for analysis. Check samples and duplicate samples are collected daily and
stored at the Mercedes Mine camp. Check samples are periodically shipped when sample quantity justified it.

II. Core Samples

All core drilled between 2005 and 2017 was logged directly at the Mercedes Mine camp. Samples were placed in
plastic bags and sealed with bag ties. Batches of samples were then placed in grain sacks and sealed with bag ties or
duct tape. Grain sacks were stored in a locked warehouse facility on site. Samples were collected on-site
approximately once per week by drivers from ALS Chemex, who came from the Hermosillo preparation facility.
According to the authors of the Mercedes Report, although there have been some problems with sample preparation
and analysis, MMM personnel have monitored the results and have taken appropriate corrective measures as deemed
necessary.

In the Mercedes Report authors’ opinion, sampling, sample preparation, analysis, and security procedures at the
Mercedes Mine meet industry standards and the resulting data are acceptable for use in Mineral Resource
estimation.

In the Mercedes Report authors’ opinion, the QA/QC program as designed and implemented is adequate and the
assay results within the database are suitable for use in a Mineral Resource estimate.

Data Verification

Since October 2008, assays have been received electronically from ALS. Upon passing QA/QC protocols, the
results are downloaded directly into the Mercedes Century Systems database. The Mercedes Report authors
reviewed reports containing control charts and detailing the results of the assay standards and blanks for the drill
core. According to the authors of the Mercedes Report, the Mercedes Mine procedures appear to identify assay
failures when blanks and/or standards failed to pass set criteria.

Drill hole data was viewed both on screen and on paper cross sections to verify that down-hole survey data had been
entered into the database with correct coordinates.

In 2013, part of the resource database and several drill logs were reviewed by the Mercedes Report authors for
accuracy of assay transcription from the assay certificates. Approximately 1,400 assays from drill holes in the
database were compared to the original assay certificates, with no errors noted. No extreme length samples or
excessive assay values were found. Visual validation of drill hole positions and comparison of in-hole survey and
collar surveys with original logs and survey documents revealed no errors. The standard validations for overlapping
samples also returned no errors.

In 2016, the Mercedes Report authors compared approximately 6,200 of 21,600 assay certificate values from 2014
and 2015 exploration with the resource database. Of the 6,200 matches, only 40 assays differed from the certificates
more than 0.1 g/t Au, with only 11 assays differing more than 0.5 g/t Au, with the largest discrepancy at 0.58 g/t Au.
Only two silver assays differed from the certificates by more than 10 g/t Ag, with the largest discrepancy at 22 g/t
Ag. These discrepancies may at least in part be accounted for by re-assays for various reasons.

In 2017, the Mercedes Report authors compared approximately 21,800 assay certificates from the exploration and
mine laboratories with the resource database.
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Drill logs for four holes were compared to the core stored at site in 2013, three holes were reviewed in 2016 and two
holes were reviewed in 2017. It was determined by the authors of the Mercedes Report that the logging and
sampling were completed to industry standards.

Based on Mercedes Report authors’ review of the database and primary records, plus discussions with the personnel
at the Mercedes Mine, the Mercedes Report authors are of the opinion that database verification procedures for the
Mercedes Mine comply with industry standards and are adequate for the purposes of Mineral Resource estimation.

Mineral Processing and Metallurgical Testing

Metallurgical testing for the Mercedes Mine operation was undertaken by McClelland, in Sparks, Nevada, with five
phases of test work from February 2007 to November 2010. The Mercedes Mine plant has been constructed and
attained commercial production as of February 1, 2012 and was in operation at the time of the site visit.

Metallurgical Testing

Phase I testing was commissioned by Meridian in February 2007. Testing included scoping level evaluation of
cyanidation, gravity concentration and flotation processing on three RC drill (coarse assay reject) composites. A
total of 23.4 metres of sample from six drill holes was used in the three composites. This preliminary testing showed
that the Mercedes Mine medium and high-grade ore types are amenable to milling cyanidation at a 75 µm feed size,
with average recoveries of 95% for gold, but only 25% for silver.

Phase II testing was commissioned by Meridian in December 2007. The program included ore variability
(cyanidation) testing, detailed process optimization testing (milling/cyanidation and gravity concentration) and
detailed comminution testing. Composites for the Phase II testing represented multiple grade ranges and rock types
from the Mercedes, Klondike and Corona de Oro zones.

Results from Phase II testing confirmed incremental improvement in silver recovery obtained by finer grinding, and
indicated no significant benefit to increasing solution cyanide concentration above approximately 1.5 grams
NaCN/L.

Phase III testing was commissioned by Yamana in October 2008, and included a process simulation test, cyanide
neutralization testing, detailed liquid/solid separation testing and scoping level tests for evaluation of novel
processing alternatives for improving silver recoveries.

Phase IV testing was commissioned by Yamana in June 2009, and included comminution and gravity recoverable
gold testing and process simulation testing for generation of leach slurry for liquid/solid separation testing, and
detailed evaluation of tailings neutralization and environmental characterization. Phase IV testing was conducted on
four bulk ore samples and one bulk ore composite.

Phase IV testing was commissioned by Yamana in June 2009 and included comminution and gravity recoverable
gold testing and process simulation testing for generation of leach slurry for liquid/solid separation testing and
detailed evaluation of tailings neutralization and environmental characterization. Phase IV testing was conducted on
four bulk ore samples and one bulk ore composite.

In 2017, mining commenced in a new area, Diluvio, which accounts for approximately 40% of the feed to the
processing plant in the LOM plan. Three samples from Diluvio were tested in July 2017. The table below
summarizes the results of the Diluvio testing program:
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Lupita is another new area which started production in 2017. It accounts for approximately 27% of the feed to the
processing plant in the LOM plan. The table below summarizes the results from the Lupita metallurgical testing that
was conducted in November - December 2018:

Current Metallurgical Testwork

The metallurgical department at the Mercedes Mine conducts on-going test work to ensure that the plant is
performing optimally, to improve efficiency and recovery and to reduce costs. It has re-leached tailings from the
operating plant, evaluated zinc suppliers, conducted tests on cyanide detoxification, evaluated pre-coating and body
feed for diatomaceous earth.

Plant Operating Data

Recovery estimates at the Mercedes Mine are currently based on recent recovery achieved in the processing plant.
According to the authors of the Mercedes Report, prior to adding the 2017 data, there appeared to be a slight
correlation between gold feed grade and recovery. When the improved recovery for 2017 is added to the data set,
there is no correlation. According to the authors of the Mercedes Report, there is an inverse correlation between
silver feed grade silver recovery, which is not normally anticipated.

Mineral Resource Estimate

The Mercedes Mine mineral resource estimates reported as at December 31, 2018, excluding the mineral resources
which have been converted to mineral reserves, are listed in the table below. Mineral resources are subject to
reduction due to mining depletion. See “2019 Production”.
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____________________
(1) Mineral resources are estimated at a cut-off grade of 2.0 g/t gold equivalent (“AuEq”).
(2) Mineral resources are estimated using an average gold price of US$1,400 per ounce and an average silver price of US$19.25 per ounce.
(3) No minimum mining width was used.
(4) Mineral resources are exclusive of mineral reserves.
(5) Numbers may not sum due to rounding.
(6) Mineral resources that are not mineral reserves do not have demonstrated economic viability.

Premier is not aware of any environmental, permitting, legal, title, taxation, socio-economic, marketing, political, or
other relevant issues that would materially affect the mineral resource estimate.

Mineral Reserve Estimate

The Mercedes Mine mineral reserve estimates reported as at December 31, 2018, which are summarized below, at
the Mercedes Mine operations consist of underground mineral reserves

The underground mineral reserves are being exploited in five separate underground mines and the ore is being
processed for the recovery of gold and silver. See “Mining Operations” below.

____________________
(1) Mineral reserves are estimated at a cut-off grade of 2.0 g/t Au at Diluvio and 2.5 g/t AuEq at all other areas.
(2) Mineral reserves are estimated using an average gold price of US$1,200 per ounce and a silver price of US$16.50 per ounce.
(3) A mining width of 4.0 m was used.
(4) Numbers may not sum due to rounding.

Premier is not aware of any mining, metallurgical, infrastructure, permitting or other relevant factors that could
materially affect the mineral reserve estimate. Mineral reserves are subject to reduction due to mining depletion. See
“2019 Production”.
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Mining Operations

The Mercedes Mine operation consists of mining in seven zones in five underground mines, all of which are being
developed or are in the production planning stage. The five underground mine areas are:

1. the Aida mine area;

2. the Marianas-Barrancas-Lagunas mine area, composed of the Marianas, Lagunas, Barrancas
Centro and Barrancas Norte;

3. the Diluvio mine area;

4. the Lupita mine area;

5. the Rey de Oro mine area.

Production will come from Aida, Marianas-Barrancas-Lagunas, Lupita, Diluvio and Rey de Oro. Access to all of the
mines is by way of declines. The Rey de Oro area is contiguous with and immediately south of the mined-out
Klondike deposit and will be mined primarily using the overhand mechanized cut and fill method and some of the
infrastructure from this older mine area.

Geotechnical characterization of the deposit(s) and surrounding rock mass has been carried out using available drill
hole data, laboratory testing data, geological models, underground mapping and experience excavating in the area
for the past eight years. Geotechnical models of the Aida, Marianas-Barrancas-Lagunas, Rey de Oro, Diluvio and
Lupita mines were developed based on these characterization studies. Observations of ground performance in the
underground ramp and vein crosscuts have been used to confirm and revise the geotechnical model where
appropriate.

Recovery Methods

The nominal plant capacity is approximately 2,000 metric tonnes per day. The plant consists of:

· Three stage crushing;

· Single stage grinding and classification with cyclones;

· Gravity concentration;

· Agitated cyanide leaching;

· Counter-current-decantation (“CCD”) thickener wash circuit;

· Merrill-Crowe precious metal recovery circuit;

· Cyanide detoxification of tailings;

· Refinery.

Crushing

ROM stockpiles ahead of the crusher are used to blend different grades of ore. ROM ore is transported to the crusher
dump hopper. From the dump hopper the ore discharges onto a vibrating grizzly feeder that feeds the ore into the
jaw crusher. The jaw crusher product discharges onto the crusher discharge belt feeder and onto a transfer conveyor
that transports the crushed ore to the coarse ore bin. A hydraulic rock breaker mounted on a mobile backhoe is used
at the crusher dump pocket to break oversize ROM ore. A reclaim feeder transfers crushed ore from the coarse ore
bin to the reclaim conveyor. The reclaim conveyer transports the primary crushed ore to the secondary screen.
Secondary screen undersize material (final product) discharges to the screen undersize conveyor which transports it
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to the fine ore bin. Oversize material from the secondary screen is crushed in the secondary crusher. The discharge
from the secondary crusher is routed to the tertiary screen.

Oversize material from the tertiary screen discharges into the tertiary crusher surge bin. Tertiary screen undersize
(final product) discharges onto the screen undersize collection conveyor. Undersize material from the secondary and
tertiary screens is combined and conveyed to the fine ore bin. The fine ore bin is a 2,000 tonne live and 5,000 tonne
total capacity bin measuring 16 metre diameter and 16 metres high. Ore is withdrawn from the bin by two 1.22
metre wide fine ore bin reclaim belt feeders.

Grinding and Classification

The grinding circuit reduces the crushed ore from a particle size distribution of 80% passing (P80) 12.5 millimetres
(1/2 in.) to P80 45 µm. A single ball mill measuring 5.03 metres in diameter and 8.84 metres long, powered by a
3,430 kW motor is operated in closed circuit with hydrocyclones. The reclaim belt feeders from the fine ore bin
discharge crushed ore to the ball mill feed. The ball mill discharges to the cyclone feed sump. Slurry is pumped from
the sump using variable speed horizontal centrifugal slurry pumps to five operating 254 millimetres (ten inch)
hydrocyclones. A portion of the cyclone underflow flows by gravity to the gravity concentration circuit. The
remainder of the slurry from the cyclone underflow is combined with the tailings from the gravity concentration
circuit and returned to the ball mill for further grinding. Overflow from the cyclones is the final product from the
grinding circuit. The slurry flows by gravity to the pre-leach thickener. Pebble lime is added to the ball mill feed
conveyor to adjust pH of the slurry. Sodium cyanide solution is added into the cyclone feed sump.

Gravity Concentration

Approximately 25% of the hydrocyclone underflow is directed to a 762 millimetres diameter bowl style gravity
concentrator. Tailings from the gravity concentrator is returned to the ball mill circuit. Gravity concentrate flows by
gravity to a magnetic separator and shaking table circuit. Nonmagnetic concentrate material is further upgraded on a
shaking table. Middlings from the shaking table are recirculated to the table feed while the tailings are pumped back
to the ball mill circuit. The table concentrate is dried in an electric oven prior to smelting. The concentrate is direct
smelted to produce a final doré product.

Pre-Leach Thickener

Flocculant and dilution water are added to a 16.4 metre diameter high rate thickener feed to aid in settling the solids
and, in turn, establishing the liquid/solids separation process. Overflow from the pre-leach thickener is pumped into
the clarification circuit. Underflow from the pre-leach thickener is pumped into the leach circuit at a slurry density
of approximately 50% solids by weight.

Leach Circuit and Counter Current Decantation

The leach circuit consists of a series of four 9.3 metre diameter by 9.9 metre high agitated tanks. Each tank has a
working volume of 581 m3. The slurry is leached in cyanide solution to extract gold and silver from the ore. The
four leach tanks provide approximately 24 hours of retention time at 50% solids. Cyanide solution may be added to
the first, third, or fourth tanks. Low pressure air is piped to all tanks. Slurry advances by gravity from leach tank to
leach tank, starting at leach tank one and exiting leach tank four.

After leaching, the slurry continues to flow by gravity and reports to a series of four high capacity 16.4 metre
diameter CCD thickeners for washing of the leach tailings to remove soluble gold and silver. CCD thickener
underflow slurry is advanced by pumping from thickener to thickener, starting in CCD number one and exiting the
last CCD thickener. From CCD number one, the overflow solution is pumped into the Merrill-Crowe circuit.

Cyanide Recovery Thickener

Underflow from the last stage of CCD reports to a high capacity, 16.4 metre diameter cyanide recovery thickener.
Flocculant and dilution water are added to the thickener feed to aid in settling. The withdrawal rate of settled solids
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is controlled by a variable speed, thickener underflow pump to maintain either thickener underflow density or
thickener solids loading. The thickener underflow pump sends the cyanide recovery slurry to the detoxification
circuit, while overflow from the cyanide recovery thickener is pumped back into the CCD circuit as wash water.

Tailings Detoxification

In the tailings detoxification circuit, weak acid dissociable residual cyanide is oxidized to the relatively non-toxic
form of cyanate by the sulphur dioxide-air process using sodium metabisulphite and air. Copper sulphate is added as
a catalyst for the reaction. Milk of lime is also added to maintain a slurry pH in the range of 8.0 to 8.5. The stable
iron cyanide complexes are precipitated from solution as an insoluble ferro-cyanide complexes. Cyanide levels are
reduced to environmentally acceptable, non-toxic levels.

Two 7.5 metre diameter by 8.5 metre high agitated tanks are provided as the detoxification reactors. Underflow from
the cyanide recovery thickener is diluted to approximately 35% solids by weight in the cyanide detoxification tank
using overflow solution from the tailings thickener. Slurry discharging from the detoxification circuit flows by
gravity to a high capacity tailings thickener. Flocculant and dilution water are added to the thickener feed to aid in
settling.

The tailings thickener underflow is the final tailing from the plant. The slurry is pumped into a tailing storage
facility or pumped to the mine for use as backfill in the underground mine. Overflow from the tailings thickener is
pumped back to the detoxification circuit for dilution water or to the reclaim water tank.

Merrill-Crowe

Gold and silver are recovered from pregnant solution by zinc cementation of metal ions using zinc dust in a Merrill-
Crowe process. The process of recovering silver and gold by the Merrill-Crowe process includes:

· Clarification and filtering of pregnant solution to remove suspended solids.

· De-aeration of pregnant solution to reduce the dissolved oxygen concentration.

· Recovering gold and silver from the solution by addition of zinc dust using the cementation process
that is commonly called zinc “precipitation”.

· Filtering and drying of precipitate.

Mercedes returns a portion of the pregnant solution from CCD thickener number one to the grinding circuit for use
as dilution water. This enriches the pregnant solution to achieve higher concentrations of precious metals which
improves the performance of the Merrill-Crowe circuit and improves recovery of the metals from the pregnant
solution. The precious metal recovery circuit is designed to process approximately 155,000 ounces of gold and
594,834 ounces of silver annually. Barren solution exiting the Merrill-Crowe circuit flows into a barren solution
tank for re-use in the process.

Refinery

The zinc precipitate and gravity concentrate are independently batch processed in retort furnaces to vaporize and
recover mercury which may be present in the precipitate. Two mercury retorts are provided. The dry precipitate
and/or the gravity concentrate are mixed with fluxing agents and charged to a diesel fired, indirect fired crucible
melting furnace for smelting. The metal, containing the gold and silver and minor impurities, is poured into bar
molds to produce doré. The doré is shipped off site for further refining. The impurities are collected in slag that rises
to the top of the molten metal and separated from the precious metal. The slag is returned to the grinding circuit for
re-processing.
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Infrastructure

According to the authors of the Mercedes Report, the Mercedes Mine has all required infrastructure necessary for a
mining complex including:

· A conventional mill consisting of three-stage crushing and grinding, with a CIL circuit, a cyanide
destruction circuit and a Merrill-Crowe process that produces gold doré. The processing plant has a
current nominal capacity of 2,200 tonnes of ore per day.

· Mine and mill infrastructure including office buildings, shops, and equipment.

· A tailings storage facility with additional capacity for two years with plans for further expansion.

· Local water supplies from the mines and dewatering wells.

· Electric power from the national grid; via a 65-kilometre long, 115 kV line to the mine site.

· Mine ventilation fans and ventilation systems.

· Haulage roads from the mines to the plant.

· Stockpile areas.

· Maintenance facilities.

· Administrative office facilities.

· Core storage and exploration offices.

· Security gates and manned security posts at mine entries.

· Access road network connecting the mine infrastructure to the town site and to public roads.

Environmental Studies, Permitting and Social or Community Impact

The Mercedes Mine operation is in production and operating within the environmental framework of Premier.
Premier operates under a corporate responsibility program which includes corporate responsibility, community
relations, environment and health and safety.

Project Permitting

The key environmental permits for the Mercedes Mine operation are listed below.

Licences Agency Date

MIA Mercedes SEMARNAT Resolutivo/Apr-2018

MIA Ampliación Mercedes SEMARNAT Resolutivo/Dec-2018

MIA Barrancas SEMARNAT Resolutivo/Sep-2021

MIA Diluvio - Lupita SEMARNAT Resolutivo/Nov-2025

MIA LSTE SEMARNAT Resolutivo/Jul-2060

Numéro de Registro Ambiental (NRA) SEMARNAT NRA MMMSP2602211
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Licences Agency Date

Registro como generador de residuos peligrosos SEMARNAT Registro / Dec-2010

Licencia Ambiental Unica (LAU) SEMARNAT LAU / Feb-2013

Permiso de descarga de agua residual CONAGUA Permiso/Nov-2012

Plan de Manejo de Gran Generador de Residuos SEMARNAT Entrega / Jun-2013

Plan de Majeno de Residuos Mineros SEMARNAT Entrega / Oct-2013

Cédula de Opéracion Annual (COA) SEMARNAT Entrega / Jun 2013

Permiso Para Comprar Explosivos SEDENA 4344-SONORA/Dec-2018

Permiso en Materia de Seguridad Radiologica CNSNS  CESIO-137(3701)/Aug-2021

Vigencia de Certificanciones - ISO 14001 IQS Sep-2018

Vigencia de Distintivos - ESR CEMEFI Mar-2018

Aprobacion Programa Interno de Proteccion Civil Gobierno Feb-2018

Reconocimiento - Highly Protected Risk (HPR) FM Global No date

Mine Closure

Mexican law requires only a conceptual plan that meets legal guidelines for implementation. The Mercedes Mine
has defined the post-closure land uses as ranching and wildlife, which correspond to the original land use prior to
mining activities in the area. All mine waste facilities, mine openings, plant areas, processing areas, buildings, storm
water and water treatment facilities, storage areas, stockpiles and borrow areas will be closed so that there are no
potential safety or health hazards for ranchers, cattle and wildlife. The Mercedes Mine has also defined the exit
strategy as walk-away mine closure to the extent feasible, which is consistent with the current practice of hauling out
domestic and hazardous wastes rather than establishing onsite landfills. Premier intends to remove wastes and
demolition debris to the extent possible to minimize the number of facilities requiring long-term care and
maintenance.

Within the context of restoration measures and remediation practices, the following are summarized below:

· Activities designed to degrade and permanently confine the dumps;

· Reinstate the use and ecological productivity of the land to conditions similar to before the
development of the Mercedes Mine;

· Planting to encourage colonization and generation of organic matter;

· Management of restored areas;

· Reseeding practices; and

· Monitoring.

An approximate closure schedule was developed by Golder based on the connections between, and the durations of,
the various closure activities. The closure schedule was prepared assuming that the work will be distributed
sequentially throughout the closure construction period to ensure constant progress and minimize possible delays
due to activity dependencies. The duration of the closure period is approximately six years, based on the facilities
existing in January 2018. The post-closure care period was assumed at 23 years.
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The total cost of the closure and post-closure of the Mercedes Mine was estimated at approximately US$15.2
million. The direct costs for the closure and post closure of the Mercedes Mine were estimated at US$9.5 million
and US$565,000 (calculated using present value methods), respectively. Indirect costs include engineering, design
and construction, contingency, insurance; contractor profit and contract administration. The indirect costs for closure
and post-closure were estimated at US$5.135 million. The final cost includes the direct and indirect cost of the
closure construction and the post-closure care periods. In general, the costs of the closure of the Mercedes Mine are
driven by the earthwork and removal activities. These two categories correspond to more than 65% of the direct
costs.
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EXHIBIT “L”
CERTIFICATE OF GUERRERO

The foregoing document constitutes full, true and plain disclosure of all material facts relating to the securities of
Guerrero Ventures Inc. assuming the Completion of the RTO.

Dated May 15, 2020.

GUERRERO VENTURES INC.

(signed) Vincent Metcalfe (signed) Elif Lévesque
Vincent Metcalfe

Chief Executive Officer
Elif Lévesque

Chief Financial Officer

ON BEHALF OF THE BOARD OF DIRECTORS OF
GUERRERO VENTURES INC.

(signed) Barry Hildred (signed) Peter McRae
Barry Hildred

Director
Peter McRae

Director
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EXHIBIT “M”
CERTIFICATE OF OMF FUND II SO LTD.

The foregoing document as it relates to OMF Fund II SO Ltd. constitutes full, true and plain disclosure of all
material facts relating to the securities of OMF Fund II SO Ltd.

Dated May 15, 2020.

OMF FUND II SO LTD.

(signed) Jeffrey Feeley (signed) Oskar Lewnowski
Jeffrey Feeley

Chief Financial Officer
Oskar Lewnowski

Director
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EXHIBIT “N”
CERTIFICATE OF OMF FUND III (MG) LTD.

The foregoing document as it relates to OMF Fund III (Mg) Ltd. constitutes full, true and plain disclosure of all
material facts relating to the securities of OMF Fund III (Mg) Ltd.

Dated May 15, 2020.

OMF FUND III (MG) LTD.

(signed) Jeffrey Feeley (signed) Oskar Lewnowski
Jeffrey Feeley

Chief Financial Officer
Oskar Lewnowski

Director


