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TELSON MINING CORPORATION

CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the Three Months Ended March 31, 2021 and 2020
NOTICE OF NO AUDITOR REVIEW
The accompanying unaudited condensed interim consolidated financial statements of Telson Mining Corporation

(the "Company") have been prepared by and are the responsibility of Company’s management and approved by
the Company's Audit Committee and Board of Directors.

The Company’s independent auditor has not performed a review of these condensed interim consolidated financial
statements in accordance with the standards established by CPA Canada for a review of interim financial
statements bv the entitv’s auditor.

May 26, 2021



Telson Mining Corporation

Condensed Interim Consolidated Statements of Financial Position
(Expressed in thousands of Canadian dollars)

As at March 31, 2021 As at December 31, 2020

Assets
Current assets:
Cash $ 10,792 $ 257
Marketable securities (note 4) 3,887 4,271
Accounts receivable (note 5) 1,502 599
Prepaid expenses and deposits 1,987 1,759
Inventories (note 6) 5,927 5,980
24,095 12,866
Non-current assets:
Mineral interest and development assets (note 7) 17,278 16,585
Property, plant and equipment (note 8) 16,503 17,063
Taxes receivable long-term (note 5) 5,030 5,056
Other assets (note 10(e)) 1,219 1,354
40,030 40,058
Total assets $ 64,125 $ 52,924
Liabilities
Current liabilities:
Accounts payable and accrued liabilities $ 26,790 $ 29,955
Obligation under share purchase agreement (note 7(a)) 253 255
Current portion of lease liabilities (note 11) 1,072 1,355
Short-term debt (note 10) 27,827 27,650
Due to Nyrstar Mining Ltd (note 7(b) and 9) 14,034 13,985
69,976 73,200
Non-current liabilities:
Long-term debt (note 10 (e)) 545 531
Lease liabilities (note 11) 418 266
Provision for site reclamation and closure 5,502 5,638
6,465 6,435
Total liabilities $ 76,441 $ 79,635
Deficiency
Share capital (note 12) $ 75,673 $ 65,317
Equity reserves (note 13) 10,748 10,591
Accumulated other comprehensive loss (1,787) (1,867)
Deficit (96,950) (100,752)
Total deficiency (12,316) (26,711)
Total liabilities and deficiency $ 64,125 $ 52,924

Going concern (note 1)
Subsequent events (note 20)

Approved by the Board of Directors on May 26, 2021, and signed on the Company’s behalf by:

"David Rhodes" "Ralph Shearing”
Director Director

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



Telson Mining Corporation

Condensed Interim Consolidated Statements of Income (Loss) and Comprehensive Income (Loss)

(Expressed in thousands of Canadian dollars, except shares and per share amounts)

Three months ended March 31,

2021 2020
Revenues
Gross sales $ 21,216 $ 7,727
Treatment and selling costs (7,481) (4,185)
13,735 3,542
Cost of Sales
Production cost $ 7867 $ 3,142
Royalties 451 133
Accretion of provision for site reclamation and closure 108 95
Depreciation and amortization (note 7 and 8) 120 109
8,546 3,479
Mine operating profit 5,189 63
General Expenses:
Consulting fees, wages and benefits (note 16) $ 582 $ 1,249
Legal and professional fees 92 35
Office, rent and administration 307 123
Amortization of right-of-use assets (note 8 and 11) 5 43
Regulatory, transfer agent and shareholder information 3 16
Travel, promotion and investor relations 78 109
Share-based compensation (note 13 (a) and 16) 282 -
1,349 1,575
Other (income) expense:
Interest income and other $ (211) $ (429)
Accretion of provision for site reclamation and closure 7 8
Change in fair value of marketable securities (note 4) 196 (141)
Interest expense 493 398
Other expenses 55 -
Foreign exchange (gain) loss (502) 419
38 255
Total Income (loss) $ 3,802 $ (1,767)
Other comprehensive income (loss)
Iltems that will be reclassified subsequently to profit or (loss)

Foreign currency translation adjustment 80 181
Total items that may be reclassified subsequently to profit or (loss) 80 181
Total comprehensive income (loss) for the period $ 3,882 $ (1,586)

Weighted average number of common shares outstanding
Basic 183,119,346 151,553,578
Diluted 263,053,587 151,553,578
Loss per share (note 15)
Basic earnings (loss) per share $ 002 $ (0.01)
Diluted earnings (loss) per share $ 001 $ (0.01)

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



Telson Mining Corporation

Condensed Interim Consolidated Statements of Changes in Deficiency

(Expressed in thousands of Canadian dollars, except for number of common shares)

Number of Share Share Equity Accumulated Deficit Total
common capital subscriptions reserves other
shares received in comprehensive
advance income (loss)

Balance as at December 31, 2019 139,579,152 59,743 $ 795 6,423 $ (1,964) $ (89,128) (24,131)
Subscriptions received in advance - - 35 - - - 35
Shares issued on private placement, net of

issuance cost (note 12) 19,458,442 1,946 (795) - - - 1,151
Loss and comprehensive income for the period - - - - 181 (1,767) (1,586)

Balance as at March 31, 2020 159,037,594 61,689 $ 35 6,423 $ (1,783) $ (90,895) (24,531)

Balance as at As at December 31, 2020 182,766,619 65,317 $ - 10,591 $ (1,867) $ (100,752) (26,711)
Shares issued on private placement, net of

issuance cost (note 12) 50,400,000 9,602 - - - - 9,602
Stock options exercised (note 13) 2,903,335 377 - - - - 377
Fair value of stock options allocated to

share capital issued on exercise (note 12) - 377 - (377) - - -
Share-based compensation (note 13) - - - 534 - - 534
Income and comprehensive income for the period - - - - 80 3,802 3,882

Balance as at As at March 31, 2021 236,069,954 75,673 — 10,748 (1,787) (96,950) (12,316)

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



Telson Mining Corporation

Condensed Interim Consolidated Statements of Cash Flows

(Expressed in thousands of Canadian dollars)

Three months ended March 31,

2021 2020
Cash (used in) provided by:
Operating activities:
Income (loss) for the period 3,802 (1,767)
Items not involving cash:
Depreciation and amortization 120 109
Accretion for site reclamation and closure 115 103
Amortization of right-of-use assets 5 43
Share-based compensation 482 -
Amortization of deferred financing costs 136 -
Accrued interest on debt 298 398
Revaluation of marketable securities 196 (141)
Changes in non-cash working capital:
Accounts receivable and other assets (898) (140)
Prepaid expenses and deposits (287) 363
Inventories (187) (1,141)
Accounts payable and accrued liabilities (2,713) 1,405
Cash provided by (used in) operating activities 1,069 (768)
Investing activities:
Plant and equipment, net (72) -
Mineral interest and development assets additions (292) (855)
Cash used in investing activities (364) (855)
Financing activities:
Shares issued on private placement, net of issuance costs 9,602 -
Share subscriptions received in advance - 1,151
Interest paid (62) -
Proceeds in connection to warrants and/or stock options exercised 377 -
Repayment of right of use liabilities (105) (39)
Cash provided by financing activities 9,812 1,112
Effect of foreign exchange rate changes on cash 18 608
Increase in cash 10,535 97
Cash, beginning of the period 257 145
Cash, end of the period 10,792 242

Supplemental cash flow information (note 14)

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



Telson Mining Corporation
Notes to the Condensed Interim Consolidated Financial Statements
Unaudited — (Expressed in thousands of Canadian dollars, unless otherwise stated)

For the three months ended March 31, 2021 and 2020

1.

NATURE OF OPERATIONS AND GOING CONCERN

Telson Mining Corporation, (the “Company” or “Telson”) was incorporated on April 11, 1986, under the laws of
British Columbia, Canada. The Company’s head office address is Suite 1000 - 1111 Melville Street, Vancouver,
British Columbia, V6E 3V6, Canada. The registered and records office address is 725 Granville Street, Suite
400, Vancouver, British Columbia, Canada, V7Y 1G5. The Company is listed for trading on the TSX Venture
Exchange (“TSX-V”) under the symbol “TSN”".

a) Going concern

The Company’s principal business activity is the production of base metals and the acquisition, exploration and
development of resource properties in Mexico, with a focus on the mine operation of Campo Morado and the
development of Tahuehueto mine project (Note 7). Effective May 16, 2018 the Company completed
commissioning of Campo Morado mine and declared commercial production. On February 23, 2021, the
Company executed a letter of intent with Accendo Banco S.A. de C.V., Empress Royalty Corp., & Endeavour
Financial (the “Accendo Syndicate”) to provide up to US$25 million of financing to complete the construction
and ramp-up of Tahuehueto mining project, meet debt service obligations and working capital purposes (note
20). Notwithstanding, subsequent to completing the financing with the Accendo Syndicate and placing
Tahuehueto into commercial production there can be no assurances that the Company will meet its production
targets and that realized metal prices will be sufficient to cover the cost of operations. In addition, the business
of mineral development involves a high degree of risk and there can be no assurance that the Company’s
current operations, including development programs, will result in profitable mining operations. The
recoverability of the carrying value of mineral interests, and the Company’s continued ongoing existence is
dependent upon the preservation of its interest in the underlying properties, the achievement of profitable
operations, the ability of the Company to raise additional sources of funding, and/or, alternatively, upon the
Company’s ability to dispose of some or all of its interests on an advantageous basis. These conditions may
cast significant doubt upon the Company’s ability to continue as a going concern. The Company has a working
capital deficit as at March 31, 2021 of $45,881 (December 31, 2020 - $60,334) and an accumulated deficit of
$96,950 (December 31, 2020 - $100,752). These condensed interim consolidated financial statements have
been prepared on a going concern basis, which contemplates the realization of assets and the payment of
liabilities in the ordinary course of business.

In March 2020, the World Health Organization declared coronavirus COVID-19 a global pandemic. This
contagious disease outbreak, which has continued to spread, and any related adverse public health
developments, has adversely affected workforces, economies, and financial markets globally, potentially
leading to an economic downturn. It is not possible for the Company to predict the duration or magnitude of the
adverse results of the outbreak and its effects on the Company’s business or results of operations at this time.

BASIS OF PRESENTATION

(a) Statement of compliance

These condensed interim consolidated financial statements have been prepared in accordance with
International Accounting Standard (“IAS”) 34, “Interim Financial Reporting” using accounting policies consistent
with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards
Board (“IASB”) and interpretations issued by the International Financial Reporting Interpretations Committee
(“IFRIC").

These condensed interim consolidated financial statements were approved and authorized for issuance by the
Board of Directors of the Company on May 26, 2021.

(b) Basis of presentation
These condensed interim consolidated financial statements include the accounts of the Company and its

subsidiaries. This interim financial report does not include all of the information required of a full annual financial
report and is intended to provide users with an update in relation to events and transactions that are significant



Telson Mining Corporation

Notes to the Condensed Interim Consolidated Financial Statements
Unaudited — (Expressed in thousands of Canadian dollars, unless otherwise stated)

For the three months ended March 31, 2021 and 2020

2,

4,

BASIS OF PRESENTATION (continued)

(b) Basis of presentation (continued)

to an understanding of the changes in financial position and performance of the Company since the end of the
last annual reporting period. It is therefore recommended that this financial report be read in conjunction with
the annual audited consolidated financial statements of the Company for the year ended December 31, 2020.
However, this interim financial report provides selected significant disclosures that are required in the annual
audited consolidated financial statements under IFRS.

Except as described below, these condensed interim consolidated financial statements follow the same
accounting policies and methods of application as the annual audited consolidated financial statements for the
year ended December 31, 2020. The changes in accounting policies are also expected to be reflected in the
Company's consolidated financial statements as at and for the year ending December 31, 2021.

(c) Functional and presentation currency

The presentation currency of the Company’s financial statements is the Canadian dollar; therefore, references
to $ means Canadian dollars, US$ are to US dollars and MXN$ to Mexican pesos.

(d) Critical accounting estimates and judgments

The preparation of financial statements in conformity with IFRS, requires management to select accounting
policies and make estimates and judgments that may have a significant impact on the condensed interim
consolidated financial statements. Estimates are continuously evaluated and are based on management’s
experience and expectations of future events that are believed to be reasonable under the circumstances.
Actual outcomes may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognized in the period in which the estimates are revised and in any future periods affected.

The accounting judgements and estimates which have the most significant effect on these condensed interim
consolidated financial statements were the same as those applied to the audited consolidated financial
statements as at the period ended December 31, 2020.

SIGNIFICANT ACCOUNTING POLICIES

These condensed interim consolidated financial statements do not include all note disclosures required by IFRS
for annual financial statements and, therefore, should be read in conjunction with the annual financial
statements for the year ended December 31, 2020. In the opinion of management, all adjustments considered
necessary for fair presentation of the Company’s financial position, results of operations and cash flows have
been included. Operating results for the three months ended March 31, 2021 are not necessarily indicative of
the results that may be expected for the year ending December 31, 2021.

MARKETABLE SECURITIES

Amount
Balance, December 31, 2019 $ 4,653
Redemption of marketable securities (657)
Realized and unrealized gain 610
Foreign exchange movement (335)
Balance, December 31, 2020 $ 4,271
Realized and unrealized gain (195)
Foreign exchange movement (189)
Balance, March 31, 2021 $ 3,887




Telson Mining Corporation

Notes to the Condensed Interim Consolidated Financial Statements
Unaudited — (Expressed in thousands of Canadian dollars, unless otherwise stated)

For the three months ended March 31, 2021 and 2020

4, MARKETABLE SECURITIES (continued)

The Company holds senior bond trusts which are classified as FVTPL and are recorded at fair value using the
quoted market prices as at March 31, 2021 and are therefore classified as level 1 within the fair value hierarchy
with an interest rate of 11% per annum, payable every six months. The investments are held in Mexico and

their maturity date is in August 2023.

5. ACCOUNTS RECEIVABLE
March 31,2021 December 31, 2020
Trade receivables $ $ 241
Value added taxes and other taxes receivable 37
Other receivables 321
Total accounts receivable $ $ 599

The Company has a concentrate off-take agreement where the customer will purchase 100% of the metals
concentrate produced at the Campo Morado (effective September 11, 2017) and Tahuehueto (effective

December 7, 2017) mining properties.

During the period ended March 31, 2021, the Company presented valued added taxes receivable in Mexico as
long term based on the expected timing of realization. As at March 31, 2021 the Company has $5,030
(December 31, 2020 — $5,056) in valued added taxes receivable included in other assets.

6. INVENTORIES
March 31,2021 December 31,2020
Materials and supplies $ $ 4,593
Concentrates 884
Stock pile ore 503
Total inventories $ $ 5,980
7. MINERAL INTEREST AND DEVELOPMENT ASSETS

a) Tahuehueto mining project

In 1997, the Company through a wholly owned subsidiary entered into a share purchase agreement (the
“Real Agreement”) to purchase 90% of the issued and outstanding shares of Real de la Bufa, which holds
a 100% interest in the Tahuehueto mineral property, located in the state of Durango, Mexico. In 2007, the
Company converted into equity a portion of its inter-company debt with Real de la Bufa, thereby increasing
its ownership to 99%. A portion of the Tahuehueto mineral property is subject to a 1.6% net smelter return
royalty (“NSR”).

Pursuant to the Real Agreement, the Company is obligated to make final payments in the amount of $253
(December 31, 2019 — $255 (US$200,000)) to some of the Real de la Bufa’s shareholders.

On April 26, 2016, the Company signed an agreement with the local community and extended the surface
access rights for 30 years. Under the terms of the agreement, the Company is obligated to make equal
recurring yearly payments in the amount of $59 (US$46,540) which increase by a rate of 5% compounded
annually.

Effective January 1, 2017, the Company commenced capitalization of all direct costs related to the
development of the Tahuehueto project to mineral interest and development asset under IAS 16, as
management determined that the technical feasibility and commercial viability had been established through
the positive results associated with the pre-feasibility study, access to financing and board approval to start
developing the project, thereby making it a development stage asset under IFRS.

-3-



Telson Mining Corporation
Notes to the Condensed Interim Consolidated Financial Statements
Unaudited — (Expressed in thousands of Canadian dollars, unless otherwise stated)

For the three months ended March 31, 2021 and 2020

7.

MINERAL INTEREST AND DEVELOPMENT ASSETS (continued)

b) Campo Morado mine

On June 13, 2017, the Company completed a definitive share purchase agreement (the “Campo Morado
Agreement”) with Nyrstar Mining Ltd. and Nyrstar Mexico Resources Corp. (collectively “Nyrstar”) to
purchase all the shares of Nyrstar's Mexican subsidiary companies that make up and own 100% of the
Campo Morado mine (“Campo Morado”), located in Guerrero State, Mexico.

The total purchase price was US$20 million as follows: 1) US$0.8 million at signing of the agreement
(paid), 2) US$2.7 million on or before September 12, 2017 (paid), and 3) US$16.5 million on or before
June 13, 2018 (US$11 million paid).

The Campo Morado project is subject to a royalty between 2% and 3% of the net value of sales over the
minerals extracted during the term of existence of the mining concession to the Servicio Geolégico Mexicano
(“SGM").

As part of the Campo Morado Agreement, the seller retained the right to receive a variable purchase price
on future zinc production on the first 10 million tonnes of ore processed by the Company at the Campo
Morado mine when the price of zinc is at or above US$2,100 per tonne. This was accounted for as
contingent consideration (note 9). Telson shall pay Nyrstar the greater of either:

a) US$20 per tonne of zinc sold if the zinc price received is over US$2,100 per tonne; or
b) a percentage that ranges between 0.5% and 4.25% of the net smelter revenues received from zinc
when the price of zinc ranges between US$1,200 and US$2,500 from the Campo Morado mine.

The Company maintains the right under the Campo Morado Agreement to purchase 100% of the variable
purchase price at any time for US$4 million; subsequently on April 26, 2021, the Company exercised this
option and settled this obligation (note 20 (c)).

c) Costs capitalized as mineral interest and development assets

For the period ended March 31, 2021 and the year ended December 31, 2020, the Company capitalized the
following acquisition and developments costs:

Tahuehueto
Balance as at December 31, 2020 $ 16,585
Costs incurred:
Depreciation capitalized 273
Assaying, data, and maps 1
Camp cost, equipment, and field supplies 43
Fuel and consumables 6
Supplies, lubricants and other 5
Project general and office expenses 66
Permitting, environmental and community costs 3
Salaries and wages 26
Share-based compensation 53
Travel and accommodation 4
Interest capitalized, net 426
Total additions for the year 906
Foreign currency movement (213)
Balance, March 31, 2021 17,278




Telson Mining Corporation

Notes to the Condensed Interim Consolidated Financial Statements
Unaudited — (Expressed in thousands of Canadian dollars, unless otherwise stated)

For the three months ended March 31, 2021 and 2020

7. MINERAL INTEREST AND DEVELOPMENT ASSETS (continued)

c) Costs capitalized as mineral interest and development assets (continued)

Tahuehueto
Balance as at December 31, 2019 $ 12,335
Costs incurred:
Treatment charges and penalties 101
Freight and related costs 24
Depreciation capitalized 1,081
Amortization right of use of assetst\ 19
Assaying, data, and maps 3
Camp cost, equipment, and field supplies 655
Development costs 355
Fuel and consumables 90
Supplies, lubricants and other 23
Project general and office expenses 295
Permitting, environmental and community costs 170
Salaries and wages 204
Travel and accommodation 9
Royalties 13
Interest capitalized, net 2,837
Pre - commercial sales (165)
Total additions for the year 5714
Change of provision for site reclamation and closure (88)
Foreign currency movement (1,376)
Balance, December 31, 2020 $ 16,585

Included in mineral interest and development assets is $426 (December 31, 2020 - $2,837) of capitalized
borrowing costs based on a capitalization rate of 100%.



Telson Mining Corporation
Notes to the Condensed Interim Consolidated Financial Statements
Unaudited — (Expressed in thousands of Canadian dollars, unless otherwise stated)

For the three months ended March 31, 2021 and 2020

8. PROPERTY, PLANT AND EQUIPMENT
Land Mine plant & Machinery & Construction Right of use Total
infrastructure equipment in progress assets
(Note 11)

Cost

tFydSs 58C b b b b b b
I RRA T T M C N HT pn
¢ NI Yy T H M TUH D
5AalLl T T 00 T oM OMZ

£t ydSs 58C b b b b b b
! RRA
Balance March 31, 2021 S 3,300 $ 4,482 S 9,075 $ 3,559 $ 1,606 $ 22,022
Accumulated amortization
.Ffy0S8Ss 58¢C b b b b b b
PY2NOATFGA2
¢ N Yy
5AaLlk
. fly0OS8Ss 58¢C b b b b b b
PY2ZNIOATFGA2
Balance March 31, 2021 S - S 516 S 2,842 $ - S 608 S 3,966
Foreign currency movement
. fyOSs 5S5S0SY6SN) oMI HAHN OMMY 0 nT OMIMYNnoO
. fEFyOS al NDK oMI HAHM OMpPTO OHC O6MIcnano
Net book value
Balance, December 31, 2020 S 3,182 $ 4,059 $ 5,295 $ 3,405 $ 1,122 $ 17,063
Balance March 31, 2021 S 3,143 $ 4,292 S 4,629 $ 3,386 $ 1,053 $ 16,503




