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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Erdene Resource Development Corporation
Opinion

We have audited the consolidated financial statements of Erdene Resource Development
Corporation (the Entity), which comprise:

+ the consolidated statement of financial position as at December 31, 2024 and December 31,
2023

o the consolidated statement of comprehensive (income) loss for the years then ended
« the consolidated statement of changes in equity for the years then ended
o the consolidated statements of cash flows for the years then ended

e and notes to the consolidated financial statements, including a summary of material
accounting policy information

(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
consolidated financial position of the Entity as at December 31, 2024 and December 31, 2023,
its consolidated financial performance and its consolidated cash flows for the years then ended
in accordance with IFRS Accounting Standards as issued by the International Accounting
Standards Board.

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 Financial Statements” section of our auditor’s 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.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements for the year ended December 31, 2024. These matters
were addressed in the context of our audit of the financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.

We have determined the matter described below to be the key audit matter to be communicated
in our auditor’s report.

Evaluation of the Audit Evidence for the Loss from Investment in Associate
Description of the matter

We draw attention to Notes 3d, and 5 to the financial statements. The Entity has an investment
in an associate with a carrying value of $53,109,742 at December 31, 2024 and a corresponding
loss from investment in associate of $3,245,109 for the year then ended. On January 23, 2024,
the associate issued shares representing 50% of its equity to MMC in connection with the
conversion of convertible promissory notes. The Entity continues to have significant influence
over the associate through its participation in the governance of the associate; however, the Entity
no longer participates directly in the financial reporting functions of the associate.

Why the matter is a key audit matter

We identified the evaluation of the audit evidence for the loss from investment in associate as a
key audit matter. This matter represented an area of higher assessed risk of material
misstatement given the magnitude of the loss from investment in associate. In addition, the Entity
no longer participates in the financial reporting functions of the associate and therefore significant
auditor effort was required to evaluate the audit evidence for the loss from investment in
associate.

How the matter was addressed in the audit
The following are the primary procedures we performed to address this key audit matter.

We obtained an understanding of the associate, its environment, and its system of internal
control.

We involved, as part of the engagement team, individuals in the jurisdiction of the associate, to
assist us in identifying and assessing the risks of material misstatements and planned audit
responses which, included two-way communication.

We directed, supervised and reviewed the audit work performed by individuals in the jurisdiction
of the associate to address the identified risks of material misstatement.

We evaluated the sufficiency of audit evidence obtained by assessing the results of procedures
performed over the loss from investment in associate.

Other Information
Management is responsible for the other information. Other information comprises:

o the information included in Management’s Discussion and Analysis filed with the relevant
Canadian Securities Commissions.
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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 included in Management’s Discussion and Analysis filed with the
relevant Canadian Securities Commissions as at 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 the auditor’s
report.

We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with IFRS Accounting Standards as issued by the International Accounting
Standards Board, 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.

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 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 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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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 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 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 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.

Provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships
and other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the group as a basis for forming
an opinion on the group financial statements. We are responsible for the direction, supervision
and review of the audit work performed for the purposes of the group audit. We remain solely
responsible for our audit opinion.
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e Determine, from the matters communicated with those charged with governance, those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in
our auditor’s report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

L& y72.4
e —

The engagement partner on the audit resulting in this auditor’s report is Carey Blair.
Halifax, Canada

March 24, 2025



ERDENE RESOURCE DEVELOPMENT CORPORATION

Consolidated Statements of Financial Position
(Canadian dollars)

December 31,

December 31,

Notes 2024 2023

Assets

Cash and cash equivalents $ 7,298,399 4,349,599
Receivables 14,910 6,722
Prepaid expenses 69,988 1,455,652
Current assets 7,383,297 5,811,973
Investment in associate 5 53,109,742 51,248,731
Exploration and evaluation assets 6 2,468,070 1,961,506
Property, plant and equipment 39,104 21,155
Right-of-use assets - 19,581
Non-current assets 55,616,916 53,250,973
Total Assets $ 63,000,213 59,062,946
Liabilities and Equity

Trade and other payables $ 782,851 163,212
Lease liabilities - 22,939
Current liabilities 782,851 186,151
Total Liabilities 782,851 186,151
Shareholders' Equity

Share capital 9 $ 165,589,487 158,086,286
Contributed surplus 9 30,656,061 30,147,989
Accumulated other comprehensive income (loss) 2,725,582 (849,598)
Deficit (136,753,768) (128,507,882)
Total Shareholders' Equity 62,217,362 58,876,795
Total Liabilities and Equity $ 63,000,213 59,062,946

Commitments (Note 7)

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

Approved on behalf of the Board:

Signed “Peter C. Akerley”
Director

Signed “Kenneth W. MacDonald”
Director

Erdene Resource Development Corp.

Consolidated Financial Statements | 2



ERDENE RESOURCE DEVELOPMENT CORPORATION

Consolidated Statements of Comprehensive Loss (Income)

(Canadian dollars)

For the years ended

December 31,

Notes 2024 2023
Operating Expenses
Exploration and evaluation 10 $ 1,852,642 $ 847,010
Corporate and administration 11 5,043,058 3,137,735
Loss from operating activities 6,895,700 3,984,745
Loss from investment in associate 5 3,245,109 2,278,370
Finance income (164,261) (269,609)
Interest expense 427 2,417
Foreign exchange (gain) loss 5 (474,491) 26,897
Gain on loss of control of subsidiary 5 - (6,544,863)
Gain on dilution of investment in associate 5 (1,256,598) -
Net Loss (Income) $ 8,245,886 $ (522,043)
Other comprehensive (income) loss:
Foreign currency translation difference
arising on translation of foreign subsidiary (166,428) 7,508
Foreign currency translation difference on
translation of investment in foreign associate 5 (3,849,522) -
Foreign currency translation difference
realized on loss of control of subsidiary 5 - (5,110,896)
Foreign currency translation difference
realized on dilution of investment in associate 5 440,770
Other Comprehensive Income (3,575,180) (5,103,388)

Total Comprehensive Loss (Income)

$ 4,670,706 $ (5,625,431)

Basic and diluted loss (income) per share $ 0.02 $ (0.00)
Basic weighted average number
of shares outstanding 348,455,528 344,411,575
Diluted weighted average number
of shares outstanding 348,455,528 345,969,947
The accompanying notes are an integral part of these consolidated financial statements.
Erdene Resource Development Corp. | Consolidated Financial Statements | 3



ERDENE RESOURCE DEVELOPMENT CORPORATION

Consolidated Statements of Changes in Equity

(Canadian dollars)

Accumulated other

comprehensive

Number of shares Share capital Contributed surplus income (loss) Deficit Total equity

Balance at January 1, 2024 344,888,176  $ 158,086,286  $ 30,147,989 § (849,598) $ (128,507,882) $ 58,876,795
Total comprehensive income for the period:

Net loss - (8,245,886) (8,245,886)

Other comprehensive income 3,575,180 - 3,575,180
Options exercised 3,305,000 1,182,755 (366,005) 816,750
Warrants exercised 13,943,782 6,320,446 (698,766) 5,621,680
Share-based compensation - - 1,572,843 1,572,843
Total transactions with owners 17,248,782 7,503,201 508,072 8,011,273
Balance at December 31, 2024 362,136,958 $ 165,589,487 § 30,656,061 $ 2,725582 ' $ (136,753,768) $ 62,217,362
Balance at January 1, 2023 344,300,376 $ 157,880,069 $ 28,727,197  $ (5,952,986) $ (129,029,925) $ 51,624,355
Total comprehensive income for the period:

Net income - 522,043 522,043

Other comprehensive income 5,103,388 - 5,103,388
Options exercised 250,000 90,350 (29,850) 60,500
Issue of shares from DSU plan 337,800 115,867 (115,867) -
Share-hased compensation - - 1,566,509 1,566,509
Total transactions with owners 587,800 206,217 1,420,792 1,627,009
Balance at December 31, 2023 344888176  $ 158,086,286  $ 30,147,989 § (849,598) $ (128,507,882) $ 58,876,795

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

Erdene Resource Development Corp.
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ERDENE RESOURCE DEVELOPMENT CORPORATION

Consolidated Statements of Cash Flows
(Canadian dollars)

For the years ended
December 31,

Notes 2024 2023
Cash flows from (used in) operating activities:
Net (loss) income $ (8,245,886) $ 522,043
Items not involving cash:
Depreciation and amortization 29,828 36,959
Share-based compensation 9 1,572,843 1,566,509
Finance income (164,261) (269,609)
Foreign exchange not related to cash 5 (474,491) 26,897
Loss from investment in associate 5 3,245,109 2,278,370
Gain on loss of control of subsidiary 5 - (6,544,863)
Gain on dilution of investment in associate 5 (1,256,598) -
Change in non-cash operating working capital 1,997,737 337,159
Cash flows used in operating activities (3,295,719) (2,046,535)
Cash flows from (used in) financing activities:
Proceeds on exercise of stock options 9 816,750 60,500
Proceeds on exercise of warrants 9 5,621,680 -
Repayment of lease liabilities (22,939) (32,621)
Cash flows from financing activities 6,415,491 27,879
Cash flows from (used in) investing activities:
Expenditures on exploration and evaluation assets 6 (348,887) (1,043,280)
Expenditures on property, plant and equipment (27,135) (3,085)
Interest received 164,261 269,609
Loss of cash from deconsolidation of subsidiary - (254,049)
Cash flows used in investing activities (211,761) (1,030,805)
Effect of exchange rate changes on cash balances 40,789 (22,540)
Increase in cash and cash equivalents 2,948,800 (3,072,001)
Cash and cash equivalents, beginning of period 4,349,599 7,421,600
Cash and cash equivalents, end of period $ 7,298,399 $ 4,349,599

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

Erdene Resource Development Corp. | Consolidated Financial Statements | 5



ERDENE RESOURCE DEVELOPMENT CORPORATION

Notes to Consolidated Financial Statements
(Canadian dollars)

For the years ended December 31, 2024, and 2023

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
a) Statement of compliance

The Corporation prepares their annual consolidated financial statements in accordance with IFRS Accounting
Standards as issued by the International Accounting Standards Board (“IFRS”). The material accounting policies
are presented in Note 3 and have been consistently applied in each of the periods presented, except as
disclosed in Note 4.

The consolidated financial statements were authorized for issue by Erdene’s Board of Directors on March 24,
2025.

b) Basis of measurement

The consolidated financial statements have been prepared under the historical cost basis, except as disclosed
in Note 3.

c) Critical judgments and estimates in applying accounting policies

The preparation of financial statements in conformity with IFRS requires the Corporation’'s management to make
estimates, judgments and assumptions that materially affect the amounts reported in the consolidated financial
statements and accompanying notes. Judgments and estimates are regularly evaluated and are based on
historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. Actual results may differ materially from these estimates. Further
information on management’s judgments, estimates and assumptions and how they impact accounting policies
are described below and also in the relevant notes to the consolidated financial statements.

i) Determination of significant influence: Judgment is needed to assess whether the Corporation has
control over its investees as a result of its right to direct relevant activities or, when control is not
retained, its interest meets the definition of significant influence and therefore would be accounted for
under the equity method. Management makes this determination based on its legal ownership interest
and through an analysis of the Corporation's participation in entities’ decision-making processes.
Immediately after the Corporation lost control of Erdene Mongol LLC (“EM”), its Mongolian subsidiary,
on January 10, 2023 (Note 5), management determined it was able to exert significant influence over
EM and accounted for this investment as an associate under the equity method.

i) Impairment of investment in associate: The Corporation follows the guidance of IAS 28, Investments in
Associates and Joint Ventures to assess if there is objective evidence of impairment as a result of one
or more events that occurred after the initial recognition of the net investment (a “loss event”), where
such loss event (or events) has an impact on the estimated future cash flows from the net investment
that can be reliably estimated. In making this judgement, the Corporation’s management considers
objective evidence that the net investment may be impaired, including observable data about loss
events such as significant financial difficulty of the associate, a breach of contract, such as a default or
delinquency in payments by the associate, it becoming probable that the associate will enter bankruptcy
or other financial reorganization, or the disappearance of an active market for the net investment in the
associate because of financial difficulties of the associate.

Erdene Resource Development Corp. | Consolidated Financial Statements | 6



ERDENE RESOURCE DEVELOPMENT CORPORATION

Notes to Consolidated Financial Statements
(Canadian dollars)

For the years ended December 31, 2024, and 2023

2. Basis of presentation (continued)
c) Critical judgments and estimates in applying accounting policies (continued)

iii) Functional currency: The functional currency for the parent entity, its subsidiary and its associate, is the
currency of the primary economic environment in which the entity operates. The Mongolian subsidiary
and associate have a Mongolian Tugrik functional currency, and the parent has a Canadian dollar
functional currency.

iv) Recoverability of exploration and evaluation assets: At the end of each reporting period, the Corporation
assesses its exploration and evaluation assets to determine whether any indication of impairment exists.
Judgment is required in determining whether indicators of impairment exist, including factors such as
the period for which the Corporation has the right to explore, expected renewals of exploration rights,
whether substantive expenditures on further exploration and evaluation of resource properties are
budgeted and results of exploration and evaluation activities on the exploration and evaluation assets.

Where an indicator of impairment exists or an exploration and evaluation asset is determined to be
technically feasible and commercially viable, and therefore reclassified to property, plant and
equipment, a formal estimate of the recoverable amount is made, which is considered to be the greater
of the fair value less cost of disposal and value in use.

v) Share-based compensation: Equity-settled share-based compensation is measured at fair value at the
date of grant. Fair value is measured using the Black-Scholes pricing model and requires the exercise
of judgment in relation to variables such as expected volatilities and expected lives based on information
available at the time the fair value is measured.

3. Material accounting policies

The material accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements:

a) Basis of consolidation

The consolidated financial statements include those of Erdene Resource Development Corporation and its
wholly owned subsidiary Anian Resources LLC, for the years ended December 31, 2024 and 2023, as well as
those of its wholly owned subsidiary Erdene Mongol LLC up to January 10, 2023. Erdene Mongol LLC was
deconsolidated on January 10, 2023, when control ceased to exist as a result of the Strategic Alliance with
Mongolian Mining Corporation to develop the Bayan Khundii Gold Project (Note 5).

Control exists when an investor is exposed or has rights to variable returns from its involvement with an investee
and has the ability to affect those returns through its power over the investee. Subsidiaries are consolidated
from the date on which the Corporation obtains control and are deconsolidated from the date that control ceases
to exist. All intercompany transactions, balances and unrealized gains and losses from intercompany
transactions are eliminated on consolidation. When control of a subsidiary is lost, the Corporation:

i) derecognizes the assets and liabilities of the former subsidiary from the consolidated statement of
financial position;

i) recognizes any investment retained in the former subsidiary at its fair value when control is lost and
subsequently accounts for it and for any amounts owed by or to the former subsidiary in accordance
with relevant IFRS; and

iii) recognizes the gain or loss associated with the loss of control attributable to the former controlling
interest.

Intercompany balances and transactions are eliminated in preparing the consolidated financial statements.
Unrealized losses are eliminated in the same way as unrealized gains, but only to the extent that there is no
evidence of impairment.

Erdene Resource Development Corp. | Consolidated Financial Statements | 7



ERDENE RESOURCE DEVELOPMENT CORPORATION

Notes to Consolidated Financial Statements
(Canadian dollars)

For the years ended December 31, 2024, and 2023

3.

Material accounting policies (continued)
b) Foreign currencies

Items included in the financial statements of the Corporation and its subsidiaries are measured using the
currency of the primary economic environment in which the entity operates (the “functional currency”). In
preparing the financial statements of the individual entities, transactions in currencies other than the entity’s
functional currency (foreign currencies) are recorded at the rates of exchange prevailing at the dates of the
transactions. At the end of each reporting period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date, giving rise to foreign exchange gains and losses in the statement
of loss.

Income and expense items are translated at the average exchange rates for the period, unless exchange rates
fluctuated materially during that period; in this case, the exchange rates at the dates of the transactions are
used. Equity transactions are translated using the exchange rate at the date of the transaction. Exchange
differences arising from assets and liabilities held in foreign currencies are recognized in other comprehensive
income (loss) as cumulative translation adjustments.

On the loss of control of a foreign operation, all the exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Corporation are recognized in the income statement as part of
the gain or loss on sale.

¢) Financial instruments

Erdene recognizes financial assets and financial liabilities when it becomes a party to a contract. Financial
assets and financial liabilities, with the exception of financial assets and liabilities classified as fair value through
profit and loss (“FVTPL”), are measured at fair value, plus transaction costs on initial recognition. Financial
assets and liabilities classified at FVTPL are measured at fair value on initial recognition and transaction costs
are expensed when incurred.

Each type of fair value is categorized based on the lowest level of input that is material to the fair value
measurement in its entirety. The following table summarizes the Corporation’s classification and measurement
of financial assets and liabilities:

Type Classification Measurement

Financial Assets Amortized cost
Receivables Financial Assets Amortized cost
Trade and other payables Financial Liabilities Amortized cost

The Corporation derecognizes financial assets only when the contractual rights to cash flows from the financial
assets expire, or when it transfers the financial assets and substantially all the associated risks and rewards of
ownership to another entity. Gains and losses on derecognition are recognized in the consolidated statements
of comprehensive loss.

The Corporation derecognizes financial liabilities only when its obligations under the financial liabilities are
discharged, cancelled or expired. The difference between the carrying amount of the financial liability
derecognized and the consideration paid and payable, including any non-cash assets transferred or liabilities
assumed, is recognized in the consolidated statements of comprehensive (income) loss.

Cash and equivalents include cash, term deposits, treasury bills and money market investments with original
maturities of less than 90 days.

Erdene Resource Development Corp. | Consolidated Financial Statements | 8



ERDENE RESOURCE DEVELOPMENT CORPORATION

Notes to Consolidated Financial Statements
(Canadian dollars)

For the years ended December 31, 2024, and 2023

3.

Material accounting policies (continued)
d) Investment in associate

Associates are entities over which the Corporation has significant influence, but not control. The Corporation
also does not participate directly in the financial reporting functions of its associates. The financial results of the
Corporation’s investments in its associates are included in the Corporation’s results according to the equity
method. Under the equity method, the investment is initially recognized at fair value, and the carrying amount is
increased or decreased to recognize the Corporation’s share of profits or losses of associates after the date of
acquisition. The Corporation’s share of profits and losses and other comprehensive loss (income) of associates
is recognized in the statement of comprehensive loss (income).

Unrealized gains on transactions between the Corporation and an associate are eliminated to the extent of the
Corporation’s interest in the associate. Unrealized losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Dilution gains and losses arising from changes in interests
in investments in associates are recognized in the statement of (income) loss.

The Corporation assesses at each period end whether there is any objective evidence that its investments in
associates are impaired. If impaired, the carrying value of the Corporation’s share of the underlying assets of
associates is written down to its estimated recoverable amount (being the higher of fair value less costs of
disposal and value in use) and charged to the statement of (income) loss.

e) Exploration and evaluation assets

Pre-exploration expenditures are expensed as incurred. All direct costs related to the acquisition of resource
property interests are capitalized by property. Exploration costs are charged to operations in the period incurred
until such time a property, or an area’s potential has been determined, as approved by the Board, in which case
subsequent exploration and evaluation costs are capitalized.

Exploration and evaluation assets are initially measured at cost and classified as tangible assets. Exploration
and evaluation assets include expenditures on acquisition of rights to explore, studies, exploratory drilling,
trenching, sampling, and other direct costs related to exploration or evaluation of a project.

Exploration and evaluation assets are assessed for impairment at each reporting period, or when facts and
circumstances indicate that the carrying amount may exceed their recoverable amount. In circumstances where
indicators of impairment exist, an impairment test is required to determine if the carrying amount of the
exploration and evaluation asset exceeds its estimated recoverable amount. To the extent this occurs, the asset
is assessed for impairment and any impairment is fully provided against the carrying amount, in the financial
year in which this is determined.

Exploration and evaluation assets are reassessed on a regular basis and these costs are carried forward
provided at least one of the conditions below is met:

i) such costs are expected to be recouped in full through successful development of the area of interest
or alternatively, by its sale; or

ii) exploration and evaluation activities in the area of interest have not yet reached a stage that permits a
reasonable assessment of the existence or otherwise of economically recoverable reserves, and active
and material operations in relation to the area are continuing or planned for the future.

An exploration and evaluation asset is no longer classified as such when the technical feasibility and commercial
viability of extracting a mineral resource are demonstrable and a decision has been made to proceed with
development. Such exploration and evaluation assets shall be assessed for impairment, and any impairment
loss recognized, before reclassification to property, plant and equipment as mine development costs.

Erdene Resource Development Corp. | Consolidated Financial Statements | 9



ERDENE RESOURCE DEVELOPMENT CORPORATION

Notes to Consolidated Financial Statements
(Canadian dollars)

For the years ended December 31, 2024, and 2023

3. Material accounting policies (continued)
f)  Property, plant and equipment

Property, plant and equipment is measured at cost less accumulated depreciation and accumulated impairment
losses. Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labour and any other costs directly attributable to
bringing the assets to working condition for their intended use.

Depreciation of property, plant and equipment is calculated using the declining balance method to allocate cost,
net of residual value, over the estimated useful life at the following rates:

Asset Basis Rate

Vehicles & field equipment Declining balance 30%
Equipment, furniture & fixtures Declining balance 20%
Software & computers Declining balance 33%

Depreciation commences when the property, plant and equipment assets are considered available for use.
Depreciation methods, useful lives and residual values are reviewed at each financial year end and adjusted
prospectively, if appropriate.

g) Share-based compensation

Equity-settled share-based awards to employees and others providing similar services are measured at the fair
value of the equity instruments at the grant date using the Black-Scholes pricing model. The fair value
determined at the grant date is expensed as services are rendered over the vesting period, based on the
Corporation’s estimate of the shares that will eventually vest and adjusted for the effect of non-market-based
vesting conditions.

Equity-settled share-based payment transactions with parties other than employees and those providing similar
services are measured at the fair value of the goods or services received, except where the fair value cannot
be estimated reliably, in which case they are measured at the fair value of the equity instruments granted,
measured at the date the entity obtains the goods or the counterparty renders the service.

h) Loss (Income) per share

The Corporation presents basic and diluted income or loss per share data for its common shares. Basic income
or loss per share is calculated by dividing the profit or loss attributable to common shareholders of the
Corporation by the weighted average number of common shares outstanding during the period. Diluted income
or loss per share is determined by adjusting the profit or loss attributable to common shareholders and the
weighted average number of shares outstanding adjusted for the effects of all dilutive potential common shares.

The Corporation uses the treasury stock method to compute the dilutive effect of options, warrants and other
similar instruments. Under this method, the weighted average number of shares outstanding used in the
calculation of diluted loss per share assumes that the deemed proceeds received from the exercise of stock
options, share purchase warrants and their equivalents would be used to repurchase common shares of the
Corporation at the average market price during the period.
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ERDENE RESOURCE DEVELOPMENT CORPORATION

Notes to Consolidated Financial Statements
(Canadian dollars)

For the years ended December 31, 2024, and 2023

4,

Changes in accounting policies

Erdene has adopted the following amendments, effective January 1, 2024. These changes were made in
accordance with applicable transitional provisions.

IAS 1 — Presentation of Financial Statements

In October 2022, the IASB finalized issuance of Classification of Liabilities as Current or Non-Current, which
made amendments to IAS 1 Presentation of Financial Statements, providing a more general approach to the
classification of liabilities. The amendment clarifies that the classification of liabilities as current or noncurrent
depends on the rights existing at the end of the reporting period as opposed to the expectations of exercising
the right for settlement of the liability. The amendments further clarify that settlement refers to the transfer of
cash, equity instruments, other assets, or services to the counterparty. 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

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 amendments are effective for annual periods beginning on or after January 1, 2025, though earlier
application is permitted. The Corporation anticipates that the application of these amendments will not have a
material effect on the Consolidated Financial Statements as the currencies in which the Corporation transacts
have not historically experienced significant issues in exchangeability.

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.

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.
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Notes to Consolidated Financial Statements
(Canadian dollars)

For the years ended December 31, 2024, and 2023

5. 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:

e 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.

o Erdene will retain 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.

While Erdene owned 100% of the equity of EM during the year ended December 31, 2023, the Agreements
included certain governance provisions that no longer gave the Corporation rights to unilaterally direct relevant
activities of EM. Consequently, the Corporation concluded that control of EM was lost and derecognized the
assets and liabilities of EM on January 10, 2023. However, Management determined that Erdene maintained
significant influence over the decision-making process of EM and began using the equity method to account for
this investment fromthis date.

At the date that control of this subsidiary was lost, the Corporation calculated the fair value of its investment
retained in EM as $53,527,101 using the value implied by MMC'’s investment, as such value was agreed through
negotiation between arm’s length, market participants. Consequently, a gain of $6,544,863 was recognized, net
of $5,110,896 of foreign currency translation difference realized on loss of control, in its consolidated statement
of comprehensive income for the year ended December 31, 2023.

The following tables summarize the financial information relating to Erdene’s investment in EM on January 10,
2023, which was immediately prior to deconsolidation. The amounts disclosed are before intercompany

eliminations:
January 10,

As at 2023

Cash and cash equivalents $ 254,049
Receivables 69,558
Other current assets 43,236
Current assets 366,843
Current liabilities (1,145,712)
Current net assets (778,869)
Exploration and evaluation assets (Note 6) 42,130,165
Property, plant and equipment 520,046
Non-current assets 42,650,211
Total net assets 41,871,342

A summary of changes in the Corporation’s Investment in associate during the year ended December 31, 2023

is as follows:

Investment in associate, January 10, 2023 $ 53,527,101
Share of loss of associate from January 10, 2023 (2,278,370)
Investment in associate, December 31, 2023 $ 51,248,731
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Notes to Consolidated Financial Statements
(Canadian dollars)

For the years ended December 31, 2024, and 2023

5.

Investment in associate (continued)

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. A summary of changes in the Corporation’s
Investment in associate during the year ended December 31, 2024 is as follows:

Investment in associate, December 31, 2023
Income from associate to January 23, 2024
Gain on dilution, January 23, 2024

Loss from associate from January 23, 2024
Effect of movements in exchange rates

$ 51,248,731
54,073

1,256,598
(3,299,182)
3,849,522

Investment in associate, December 31, 2024

$ 53,109,742

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:

December 31, December 31,

As at 2024 2023

Total current assets $ 26,826,631 $ 10,692,069
Total non-current assets 190,020,662 96,529,698
Total current liabilities (6,993,430) (55,973,036)
Total non-current liabilities (103,634,379) -
Total net assets $ 106,219,484 $ 51,248,731
For the year ended December 31, 2024 2023
Revenue $ - $ -
Net loss 6,541,648 2,278,370

December 31, December 31,

As at 2024 2023

Net assets of EM $ 106,219,484 $ 51,248,731
Erdene Resource Development Corporation ownership 50.00% 100.00%
Erdene's share of EM's net assets 53,109,742 51,248,731
Carrying value of investment in EM 53,109,742 51,248,731
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Notes to Consolidated Financial Statements
(Canadian dollars)

For the years ended December 31, 2024, and 2023

6. Exploration and evaluation assets

Zuun Mod
Bayan Khundii Altan Nar Ulaan & Other Total
Balance, January 1, 2024 $ - $ - $ - $ 1,961,506 $ 1,961,506
Additions - - - 348,887 348,887
Effect of movements in exchange rates - - - 157,677 157,677
Balance, December 31, 2024 $ - $ - $ - $ 2,468,070 $ 2,468,070
Balance, January 1, 2023 $ 36,183,734 $ 4,257,954 $ 1,688,477 $ 923,991 $ 43,054,156
Deconsolidation (Note 5) (36,183,734) (4,257,954) (1,688,477) - (42,130,165)
Additions - - - 1,043,280 1,043,280
Effect of movements in exchange rates - - - (5,765) (5,765)
Balance, December 31, 2023 $ - $ - $ - $ 1,961,506 $ 1,961,506

Mongolian mineral exploration licenses are valid for a period of three years and, through renewals, can be
extended to a maximum of twelve years. Mining licenses are issued for an initial term of 30 years with two 20-
year extensions possible. With the loss of control of its subsidiary EM as at January 10, 2023, the Corporation’s
exploration and evaluation assets for its Bayan Khundii, Altan Nar and Ulaan licenses are reported within its
Investment in associate from this date.

The Zuun Mod property is located in Bayankhongor province in Mongolia and is comprised of a 6,041-hectare
molybdenum-copper mining license, issued in 2011. In 2021, the Corporation completed a strategic and
economic review of the property which confirmed the potential viability of the property. Recent exploration
expanded mineralization at the large porphyry deposit, further demonstrating the potential of the project.

7. Commitments

Sandstorm Gold Ltd. (“Sandstorm”) holds a 1% net smelter returns royalty (“NSR Royalty”) on the Altan Nar,
Khundii and Ulaan licenses held by EM, that is guaranteed by the Corporation. Sandstorm has been given a
right of first refusal on future stream or royalty financings related to these licenses.

Sandbox Royalties Corp. holds a 1.5% NSR Royalty on Erdene’s Zuun Mod license. Erdene has the option to
buy down a portion of the royalty if certain production milestones are achieved.

On February 8, 2024, Erdene and EM executed financing documents with MMC to develop the Bayan Khundii
Gold Project. The financing has been structured as a shareholder loan from MMC to EM, the entity co-owned
by Erdene and MMC. The shareholder loan is secured by a 50% guarantee by Erdene and Erdene’s interests
in the Bayan Khundii Gold Project, including its shares of EM and net smelter return interest, as well as
preferential rights over the Khundii, Altan Nar and Ulaan licenses. For so long as the loan is outstanding, MMC
will be granted priority voting rights under the Strategic Alliance agreement between the parties and a right of
first refusal over Erdene’s Zuun Mod project. Erdene has the right to purchase 50% of the loan and participate
as a lending shareholder on the same terms as MMC for the term of the shareholder loan.
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(Canadian dollars)

For the years ended December 31, 2024, and 2023

8. Income taxes

The Corporation's provision for income taxes differs from the amount computed by applying the combined
Canadian federal and provincial income tax rates to income (loss) before income taxes as a result of the

following:

December 31, December 31,

2024 2023

Statutory tax rates 29.0% 29.0%
Income taxes (recovery) computed at the statutory rates $ (2,391,000) $ 151,000
Benefit of temporary differences not recognized 1,155,000 6,541,000
Expenses not deductible for tax purposes 525,000 458,000
Effect of foreign tax rates 134,000 14,000
Loss from investment in associate not recognized 941,000 661,000
Permanent differences arising from loss of control of subsidiary - (7,825,000)
Differences arising from gain on dilution of investment in associate (364,000) -
Provision for income taxes $ - $ -

The enacted tax rates in Canada 29.0% (2023 — 29.0%) and Mongolia 10.0% (2023 — 10.0%) where the
Corporation operates are applied in the tax provision calculation.

The following table reflects the Corporation’s deferred income tax assets (liabilities):

December 31, December 31,
2024 2023
Non-capital losses carried forward $ 407,000 $ 212,000
Deferred income tax assets 407,000 212,000
Unrealized foreign exchange (407,000) (212,000)
Net deferred income tax assets (liabilities) $ - $ -

The following temporary differences, non-capital losses and capital losses have not been recognized in the
consolidated financial statements.

December 31, 2024

Canada Mongolia Total
Non-capital losses carried forward $ 27,507,000 $ 148,000 $ 27,655,000
Property, plant and equipment 274,000 - 274,000
Share issuance costs 281,000 - 281,000
Intangible assets 378,000 - 378,000
Exploration and evaluation assets - 4,361,000 4,361,000
Investment in associate 4,069,000 - 4,069,000

$ 32,509,000 $ 4,509,000 $ 37,018,000
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8. Income taxes (continued)
December 31, 2023
Canada Mongolia Total

Non-capital losses carried forward $ 23,867,000 $ 86,000 $ 23,953,000
Property, plant and equipment 272,000 - 272,000
Share issuance costs 707,000 - 707,000
Intangible assets 378,000 - 378,000
Exploration and evaluation assets 26,176,000 3,994,000 30,170,000
Investment in associate 1,488,000 - 1,488,000

$ 52,888,000 $ 4,080,000 $ 56,968,000
As at December 31, 2024, the Corporation has non-capital losses to be carried forward and applied against
taxable income of future years. The non-capital losses have expiry dates as follows:

December 31, December 31,
2024 2023
2024 - 5,000
2025 6,000 6,000
2026 1,509,000 1,535,000
2027 2,319,000 2,319,000
Thereafter 25,225,000 20,819,000
$ 29,059,000 $ 24,684,000
9. Share capital and contributed surplus

Authorized
An unlimited number of common shares with no par value.

Warrants

During the year ended December 31, 2024, 13,943,782 warrants were exercised at an average price of $0.40,
generating proceeds of $5,621,680 (2023 - no warrants exercised). Also, during the year ended December 31,
2024, 11,320,340 warrants expired (2023 — no warrants expired). No warrants are outstanding as at December
31, 2024.

The following table summarizes the continuity of the warrants for the years ended December 31, 2024, and
2023:

December 31, 2024 December 31, 2023

Weighted Weighted
Number of average Number of average
warrants exercise price warrants exercise price
Outstanding at January 1 25,264,122 $ 0.42 25,264,122 $ 0.42
Exercised (13,943,782) 0.40 - -
Expired (11,320,340) 0.45 - -
Qutstanding at December 31 - $ - 25,264,122 $ 0.42
Exercisable at December 31 - $ - 25,264,122 $ 0.42
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9. Share capital and contributed surplus (continued)

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.

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 year ended December 31, 2024, 5,680,000 options were granted at a weighted average exercise
price of $0.30 (2023 - 6,325,000 options granted at average exercise price of $0.36). Also 415,000 options
expired (2023 — 3,145,000 options expired). During the year ended December 31, 2024, 3,305,000 options were
exercised at an average price of $0.25, generating proceeds of $816,750 (2023 — 250,000 options exercised at
average price of $0.24, for proceeds of $60,500).

Changes in stock options during the years ended December 31, 2024, and 2023 were as follows:

December 31, 2024 December 31, 2023
Weighted average Weighted average
Number of options  exercise price Number of options  exercise price

Outstanding at January 1 20,485,000 $ 0.35 17,555,000 $ 0.36
Granted 5,680,000 0.30 6,325,000 0.36
Expired (415,000) 0.40 (3,145,000) 0.40
Exercised (3,305,000) 0.25 (250,000) 0.24
Outstanding at December 31 22,445,000 $ 0.35 20,485,000 $ 0.35
Exercisable at December 31 22,445,000 $ 0.35 20,485,000 $ 0.35
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9. Share capital and contributed surplus (continued)

All stock options granted in 2024 and 2023 vested immediately and have a five-year term. The following table
summarizes information concerning options outstanding at December 31, 2024 and 2023.

December 31, 2024 December 31, 2023

Expiry date Number of Options Exercise price Number of Options Exercise price
June 20, 2024 - - 2,060,000 0.20
November 29, 2024 - - 100,000 0.18
December 20, 2024 - - 50,000 0.18
February 11, 2025 50,000 0.27 50,000 0.27
May 13, 2025 500,000 0.22 500,000 0.22
August 27, 2025 3,060,000 0.49 3,155,000 0.49
December 1, 2025 200,000 0.38 200,000 0.38
January 29, 2026 - - 100,000 0.43
June 23, 2026 3,075,000 0.37 3,180,000 0.37
August 18, 2026 200,000 0.43 350,000 0.43
October 28, 2026 100,000 0.43 100,000 0.43
September 27, 2027 3,795,000 0.31 4,160,000 0.31
December 30, 2027 175,000 0.30 175,000 0.30
May 9, 2028 5,810,000 0.36 6,305,000 0.36

February 12, 2029 5,480,000 0.30 - -
22,445,000 $ 0.35 20,485,000 $ 0.35

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 years ended December 31, 2024 and 2023 as

follows:
Year Ended Year Ended
December 31, 2024 December 31, 2023

Share price at grant date $ 0.33 $ 0.36
Exercise price $ 0.30 $ 0.36
Risk-free interest rate 3.8% 3.2%
Expected life 4.6 years 4.4 years
Expected volatility 54% 56%
Expected dividends 0.0% 0.0%
Weighted average grant date fair value $ 0.17 $ 0.17

Expected volatility is estimated considering historic average share price volatility.

Options issued in 2024 resulted in a charge of $939,500 to share based compensation included in exploration
expenses and in corporate and administration expenses (2023 — $1,078,275).

Deferred share units

During the year ended December 31, 2024, the Corporation granted 1,548,998 DSUs with an average fair value,
calculated using the five-day volume weighted average price preceding the grant date, of $0.41 per DSU (2023
— 1,492,778 DSUs with fair value of $0.33 per DSU). The fair value of $633,344 (2023 — $488,234) was charged
to share based compensation included in exploration expenses and corporate and administration expenses.
During the year, the Corporation did not settle any DSUs through the issuance of shares (2023 — 337,800 shares
issued at an average value of $0.34 per DSU).
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9. Share capital and contributed surplus (continued)

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 cash or in shares, 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.

The following table summarizes the continuity of DSUs for the years ended December 31, 2024, and 2023:

December 31, 2024 December 31, 2023

Number of DSUs Number of DSUs
Qutstanding at January 1 8,442,250 7,287,272
Granted 1,548,998 1,492,778
Settled for shares - (337,800)
Qutstanding at December 31 9,991,248 8,442,250

10. Exploration and evaluation expenses

The following table summarizes exploration and evaluation expenses for the years ended December 31, 2024,
and 2023:
For the year ended December 31

2024 2023
Depreciation & amortization $ 4,227 $ -
Direct costs 383,557 111,087
Employee compensation costs 2,046,890 71,694
Share-based compensation 518,129 664,229
Amount reimbursed by associate (1,100,161) -
$ 1,852,642 $ 847,010

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 services.
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11.

12.

Corporate and administration expenses

The following table summarizes corporate and administration expenses for the years ended December 31, 2024,
and 2023:

For the year ended December 31

2024 2023

Administrative services $ 1,198,872 $ 935,025
Depreciation and amortization 25,600 36,958
Directors fees and expenses 114,901 122,244
Financing costs 1,495,147 -
Investor relations and marketing 487,533 318,225
Office and sundry 96,865 105,686
Professional fees 379,827 504,095
Regulatory compliance 90,749 109,322
Share-based compensation 1,054,714 902,280
Travel and accommodations 98,850 103,900

$ 5,043,058 $ 3,137,735

Financial instruments
Credit risk:

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to
credit risk at the reporting date was:

Carrying Amount

December 31, December 31,
2024 2023
Cash and cash equivalents $ 7,298,399 $ 4,349,599
Receivables 14,910 6,722
$ 7,313,309 $ 4,356,321

The Corporation manages credit risk by holding the majority of its cash and cash equivalents with high quality
financial institutions in Canada, where management believes the risk of loss to be low. At December 31, 2024,
$121,756 or 2% of the balance of cash was held in banks outside Canada (2023 - $33,759 or 1%).

Liquidity risk:

Liquidity risk is the risk that the Corporation will encounter difficulty in meeting the obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset. The Corporation’s approach
to managing liquidity is to ensure, to the extent possible, that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions. All of the Corporation’s financial liabilities are
expected to be settled within the next twelve months.

Market risk:

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign
exchange rates, and commaodity and equity prices.

a) Interest rate risk

The Corporation invests excess cash in interest bearing savings accounts, which are subject to interest rate
risk.
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12. Financial instruments (continued)
b) Foreign currency risk

The functional currency of the Corporation is the Canadian dollar, and the functional currency of the
Corporation’s subsidiary and associate is the Mongolian tugrik. Additionally, the Corporation incurs expenses in
US dollars. Fluctuations of the Canadian dollar in relation to other currencies impacts the fair value of financial
assets, liabilities and operating results. Financial assets and liabilities subject to currency translation risk
primarily include US dollar denominated cash, accounts payable and accrued liabilities, as well as the
Corporation’s net investment in its Mongolian associate.

The Corporation’s exposure to US dollar currency risk was as follows:

December 31, December 31,
2024 2023
Cash and cash equivalents $ 414,149 $ 1,050,778
Trade and other payables (12,461) (5,949)
$ 401,688 $ 1,044,829

A 10% change in the US dollar exchange rate would affect net and comprehensive (gain) loss and deficit by
approximately $40,200 (December 31, 2023 - $104,500).

The Corporation’s exposure to Mongolian Tugrik currency risk was as follows:

December 31, December 31,
2024 2023
Cash and cash equivalents $ 12,341 $ 876
Trade and other receivables 15,043 2,138
Trade and other payables (1,991) (18)
$ 25,393 $ 2,996

A 10% change in the Mongolian Tugrik exchange rate would affect net (income) loss and deficit by approximately
$2,500 (December 31, 2023 - $300).

c) Price risk

The Corporation’s financial instruments are not exposed to direct price risk other than that associated with
commodity price fluctuations impacting the mineral exploration and mining industries as the Corporation has no
significant revenues.

Fair Value:

Assets and liabilities measured at fair value in the consolidated statements of financial position, or disclosed in
the notes to the financial statements, are categorized using a fair value hierarchy that reflects the significance
of the inputs used in determining the fair values:

a) Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

b) Level 2: inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (i.e., as prices) or indirectly (i.e., derived from prices); and

c) Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

The fair value of financial assets and liabilities are approximately equal to their carrying values given the short
term to maturity of such instruments.
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13. 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:

Year ended December 31,

2024 2023
Directors' fees and other compensation $ 111,000 $ 168,000
Share-based compensation to directors 645,600 520,400
Executive compensation and benefits 1,677,280 1,616,957
Share-based compensation to key management 587,337 554,382
$ 3,021,217 $ 2,859,739
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