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NOTICE TO READER 
 
 
Under National Instrument 51-102, Part 4, subsection 4.3 (3) (a), if an auditor has not performed a review 
of the condensed consolidated interim financial statements, they must be accompanied by a notice to this 
effect. These unaudited condensed consolidated interim financial statements have been prepared by 
management of the Corporation. Management have compiled the unaudited condensed consolidated 
interim statement of financial position of Erdene Resource Development Corporation as at June 30, 2025, 
and the unaudited condensed consolidated interim statements of comprehensive loss, changes in equity 
and cash flows for the three and six months ended June 30, 2025 and 2024. The Corporation’s independent 
auditors have not audited, reviewed or otherwise attempted to verify the accuracy or completeness of the 
June 30, 2025, and 2024 condensed consolidated interim financial statements. Readers are cautioned that 
these statements may not be appropriate for their intended purposes. 
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ERDENE RESOURCE DEVELOPMENT CORPORATION 
Condensed Consolidated Interim Statements of Financial Position 
(Canadian dollars) 
(Unaudited) 

 
Subsequent Event (Note 11) 

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

Approved on behalf of the Board: 

Signed “Kenneth W. MacDonald” 
_________________________________ Director 
 
Signed “T. Layton Croft” 
_________________________________ Director 
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ERDENE RESOURCE DEVELOPMENT CORPORATION 
Condensed Consolidated Interim Statements of Loss and Comprehensive Loss 
(Canadian dollars except share amounts) 
(Unaudited)  

 
The accompanying notes are an integral part of these condensed consolidated interim financial statements. 
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ERDENE RESOURCE DEVELOPMENT CORPORATION 
Condensed Consolidated Interim Statements of Changes in Shareholders’ Equity 
(Canadian dollars except share amounts) 
(Unaudited) 

 
The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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ERDENE RESOURCE DEVELOPMENT CORPORATION 
Condensed Consolidated Interim Statements of Cash Flows 
(Canadian dollars) 
(Unaudited) 

 
The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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Notes to Condensed Consolidated Interim Financial Statements 
(Canadian dollars) 
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For the three and six months ended June 30, 2025 and 2024 
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1. Nature of operations: 
Erdene Resource Development Corporation (“Erdene” or the “Corporation”) is a Canadian based resource 
company focused on the exploration and development of precious and base metal deposits in Mongolia. 
Currently, the Corporation’s principal development is the Bayan Khundii Gold Project, located in Bayankhongor 
province, Mongolia, held by its associate, Erdene Mongol LLC. The Corporation’s common shares are listed on 
the Toronto Stock Exchange under the symbol "ERD" and the Mongolian Stock Exchange under the symbol 
“ERDN”. The address of the Corporation’s registered office is 1300-1969 Upper Water Street, Halifax, Nova 
Scotia, B3J 2V1.  

2. Basis of presentation 
These unaudited condensed consolidated interim financial statements for the three and six months ended June 
30, 2025 (the “Interim Financial Statements”) have been prepared in accordance with IAS 34 – Interim Financial 
Reporting. The Interim Financial Statements should be read in conjunction with the annual audited consolidated 
financial statements for the year ended December 31, 2024 (“Annual Financial Statements”), which have been 
prepared in accordance with IFRS Accounting Standards as issued by the International Accounting Standards 
Board (“IFRS”).  

These Interim Financial Statements were authorized for issue on behalf of the Board of Directors on August 11, 
2025. 

3. Changes in accounting policies 
Erdene has adopted the following amendment, effective January 1, 2025. These changes were made in 
accordance with applicable transitional provisions.  

IAS 21 – The Effects of Changes in Foreign Exchange Rates 

In August 2023, the IASB issued amendments to IAS 21 Effects of Changes in Foreign Exchange Rates, to help 
entities assess exchangeability between currencies and to determine the spot exchange rate, when 
exchangeability is lacking. An entity is impacted by the amendments when it has a transaction or an operation 
in a foreign currency that is not exchangeable into another currency at a measurement date for a specified 
purpose. A currency is exchangeable when there is an ability to obtain the other currency (with a normal 
administrative delay), and the transaction would take place through a market or exchange mechanism that 
creates enforceable rights and obligations. The application of the amendment has been made on a prospective 
basis and did not have an impact on the Corporation.   

New accounting standards not yet adopted  

IFRS 18 – Presentation and Disclosure in the Financial Statements 

On April 9, 2024, the IASB issued IFRS 18 Presentation and Disclosure in the Financial Statements (“IFRS 18”) 
replacing IAS 1. IFRS 18 introduces categories and defined subtotals in the statement of profit or loss, 
disclosures on management-defined performance measures, and requirements to improve the aggregation and 
disaggregation of information in the financial statements. As a result of IFRS 18, amendments to IAS 7 were 
also issued to require that entities use the operating profit subtotal as the starting point for the indirect method 
of reporting cash flows from operating activities and also to remove presentation alternatives for interest and 
dividends paid and received. Similarly, amendments to IAS 33 “Earnings per Share” were issued to permit 
disclosure of additional earnings per share figures using any other component of the statement of profit or loss, 
provided the numerator is a total or subtotal defined under IFRS 18. IFRS 18 is effective for annual reporting 
periods beginning on or after January 1, 2027 and is to be applied retrospectively, with early adoption permitted. 
The Company is currently assessing the impact of the standard on its financial statements.  

  



ERDENE RESOURCE DEVELOPMENT CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements 
(Canadian dollars) 
(Unaudited) 
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3. Changes in accounting policies (continued) 
IFRS 7 & 9 – Financial Instruments and Disclosures 

In May 2024, the IASB issued Amendments to the Classification and Measurement of Financial Instruments 
(Amendments to IFRS 9 and IFRS 7). These amendments updated classification and measurement 
requirements in IFRS 9 Financial Instruments and related disclosure requirements in IFRS 7 Financial 
Instruments: Disclosures. The IASB clarified the recognition and derecognition date of certain financial assets 
and liabilities, and amended the requirements related to settling financial liabilities using an electronic payment 
system. The amendments are effective for annual periods beginning on or after January 1, 2026 with early 
application permitted. The Company is currently assessing the effect of these amendments on its financial 
statements. 

4. Investment in associate 
On January 10, 2023, the Corporation entered into Strategic Alliance and Investment Agreements (“Agreements”) 
with Mongolian Mining Corporation (“MMC”) for the development of the Bayan Khundii Gold Project. The key 
economic terms of the Agreements are as follows:  

• MMC to invest US$40 million through a series of convertible promissory notes in return for a 50% equity 
interest in Erdene’s primary Mongolian subsidiary, Erdene Mongol LLC (“EM”), which holds the Khundii 
and Altan Nar mining licenses, as well as the Ulaan exploration license. 

• Erdene retains a 50% equity interest in EM and a 5.0% Net Smelter Return (“NSR”) royalty on all 
production from the Khundii, Altan Nar and Ulaan licenses, as well as any properties acquired within 5 
kilometres of these licenses, beyond the first 400,000 ounces of gold recovered.  

On January 23, 2024, EM issued shares representing 50% of its equity to MMC in connection with the 
conversion of the convertible promissory notes. At the date MMC subscribed to shares in EM, the Corporation 
recognized a gain on dilution of its investment retained in EM of $1,256,598, calculated in reference to MMC’s 
investment in EM through the convertible promissory notes. The Corporation continues to have significant 
influence over EM through its participation in the governance of the EM; however, the Corporation no longer 
participates directly in the financial reporting functions of EM.  
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4. Investment in associate (continued) 
The following tables summarize the consolidated financial information of EM on a 100% basis, taking into 
account fair value adjustments made by the Corporation for equity accounting purposes. A reconciliation of EM’s 
summarized financial information to the Corporation’s investment carrying value is as follows: 

 

 

5. Exploration and evaluation assets 
The Corporation’s Exploration and evaluation assets consist of the Zuun Mod property located in Bayankhongor 
province in Mongolia, which is comprised of a 6,041-hectare molybdenum-copper mining license, issued in 
2011. Mongolian mining licenses are issued for an initial term of 30 years with two 20-year extensions possible.  

A summary of changes in the Corporation’s Exploration and evaluation assets during the six months ended 
June 30, 2025 and the year ended December 31, 2024 is as follows: 
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6. Supplemental cash flow information 

 
7. Share capital and contributed surplus 

Authorized 

An unlimited number of common shares with no par value. 

Warrants 

During the six months ended June 30, 2025, no warrants were exercised (2024 – 883,330 warrants exercised 
for proceeds of $397,499). 

Omnibus equity incentive plan and Legacy Plans 

The Corporation adopted an omnibus equity inventive plan (the “Omnibus Plan”) which was approved by the 
shareholders of the Corporation on June 22, 2023. The Omnibus Plan provides the Corporation with share-
related mechanisms, including incentive stock options, deferred share units (“DSUs”), restricted share units 
(“RSUs”), and performance share units (“PSUs”), to attract, retain and motivate qualified directors, employees 
and consultants of the Corporation and its subsidiaries. The Omnibus Plan replaced legacy plans including an 
incentive stock option plan and a deferred stock option plan (the “Legacy Plans”). Awards granted under these 
legacy plans remain in place under the terms of their initial issuance.  

The Omnibus Plan is a variable plan and the aggregate number of common shares that may be issued upon 
the exercise or settlement of awards granted under the Omnibus Plan, together with awards outstanding under 
the Legacy Plans, shall not exceed 10% of the Corporation’s total issued and outstanding common shares at 
any time. 

For the six months ended June 30, 2025, the Corporation charged a total of $1,259,125 of stock-based 
compensation expense to the statement of comprehensive loss (2024 – $1,401,172), reflecting the fair value of 
options and DSUs granted under the Omnibus Plan. Details on the outstanding awards under the Omnibus Plan 
and Legacy Plans are included below. 

Stock options 

The Corporation’s Omnibus Plan and Legacy Plans allow for the grant of options to purchase common shares 
of the Corporation by directors, officers, employees and consultants of the Corporation. The terms and 
conditions of each grant of options are determined by the Board of Directors. If there are no terms specified 
upon grant, options vest immediately on the grant date. 

During the six months ended June 30, 2025, 3,375,000 options were granted at a weighted average exercise 
price of $0.67 (2024 – 5,680,000 options granted at average exercise price of $0.30). During the six months 
ended June 30, 2025, 3,615,000 options were exercised at an average price of $0.39, generating proceeds of 
$1,423,750 (2024 – 2,660,000 options exercised at average price of $0.23, for proceeds of $606,000). No 
options expired unexercised during the six months ended June 30, 2025 (2024 – 315,000 options expired). 
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7. Share capital and contributed surplus (continued) 
Changes in stock options during the six months ended June 30, 2025, and 2024 were as follows: 

 
The fair value of each option granted is estimated at the time of grant using a Black-Scholes option pricing 
model with weighted-average assumptions for grants during the six months ended June 30, 2025 and 2024 as 
follows: 

 
Expected volatility is estimated considering historic average share price volatility.   

Options granted for the six months ended June 30, 2025 resulted in a charge of $967,625 to share based 
compensation included in exploration expenses and in corporate and administration expenses (2024 – 
$939,500). 

Deferred share units 

During the six months ended June 30, 2025, the Corporation granted 401,083 DSUs with an average fair value, 
calculated using the five-day volume weighted average price preceding the grant date, of $0.73 per DSU (2024 
– 1,241,733 DSUs with fair value of $0.37 per DSU). The fair value of $291,500 (2024 – $461,672) was charged 
to share based compensation included in exploration expenses and corporate and administration expenses.  
On the grant date, DSUs vest immediately and plan members are credited with the DSUs granted to them. Upon 
termination or death of the plan member, the Corporation pays the then market value of the plan member’s 
shares either in shares or in cash, at the sole discretion of the Corporation. Since the type of payout is at the 
discretion of the Corporation, and the Corporation does not intend to cash settle awards under the plan, the plan 
is accounted for as an equity settled plan. The provisions of DSUs issued under the Omnibus Plan adopted on 
June 22, 2023, are consistent with those of the legacy DSU plan. 
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7. Share capital and contributed surplus (continued) 

The following table summarizes the continuity of DSUs for the six months ended June 30, 2025, and 2024: 

 
8. Exploration and evaluation expenses 

The following table summarizes exploration and evaluation expenses for the three and six months ended June 
30, 2025, and 2024: 

 

The Corporation and its associate, EM, are parties to an agreement under which EM reimburses the Corporation 
US$1 million per annum, less applicable withholding taxes, for the provision of geologic and technical services.  

9. Corporate and administration expenses 

The following table summarizes corporate and administration expenses for the three and six months ended 
June 30, 2025, and 2024: 
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10. Related parties 
The Corporation has defined key management personnel as senior executive officers, as well as the Board of 
Directors. The total remuneration of key management personnel and the Board of Directors was as follows:  

 
11. Subsequent event 

On July 2, 2025, the Corporation executed an option agreement to acquire an up to 80% ownership interest in 
the Tereg Uul copper-gold porphyry prospect, located approximately 10 kilometres southwest of the Oyu Tolgoi 
deposit in Umnugovi Province, Mongolia. Under the terms of the agreement, Erdene will invest US$300,000 in 
specified exploration expenditures within twelve months and make a payment of US$200,000 to the option 
grantor. On the first, second and third anniversaries of the option agreement, the Company shall make payments 
of US$400,000, US$500,000 and US$900,000, respectively, to the option grantor, and commit to a total of US$3 
million in exploration expenditures. The Company may acquire a 51% equity ownership stake in the property 
between the third and fourth anniversaries through a payment of US$5 million to the option grantor. Erdene can 
acquire an up to 80% equity ownership stake through the investment of a further US$10 million in exploration 
and evaluation expenditures, and through an additional payment of US$8 million to the option grantor, on or 
before the eighth anniversary of the agreement. Erdene will direct all exploration activities at the property during 
the term of the option and may terminate the option agreement without penalty at any time. 
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