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Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2024 and 2023

(Expressed in Canadian dollars)

These unaudited Condensed Consolidated Interim Financial Statements of Talon Metals Corp.
(the “Company”) have not been reviewed by the auditors of the Company. This notice is being
provided in accordance with Section 4.3(3)(a) of National Instrument 51-102 (Continuous
Disclosure Obligations).



Talon Metals Corp.
Condensed Interim Consolidated Statements of Financial Position

(Expressed in Canadian dollars)

(Unaudited)

Assets
Current assets

Cash and cash equivalents
Treasury bills and term deposits
Accounts and other receivables

Prepayments

Deferred financing costs

Non-current assets
Property, plant and equipment

Resource properties and deferred expenditures

Total assets

Liabilities

Current liabilities
Accounts payable and accrued liabilities
Current portion of mortgage payable

Contingencies

Non-current liabilities

Mortgage payable

Asset retirement obligation

Total liabilities

Shareholders' equity

Share capital
Warrants

Contributed surplus
Accumulated other comprehensive income

Deficit

Total shareholders' equity

Total liabilities and shareholders' equity

Nature of Operations and Going Concern - Note 1

Notes

5
6, 10, 14

14

15

~

9a
9b

September 30, December 31,
2024 2023

2,028,748 6,986,351
8,602,168 15,795,852
2,829 750
2,031,456 506,346
95,557 95,557
12,760,758 23,384,856
3,815,971 3,826,580
226,273,328 209,854,423
242,850,057 237,065,859
3,278,423 4,389,180

21,121 -
27,550 30,258
3,327,094 4,419,438

161,311 -
1,663,441 1,372,140
5,151,846 5,791,578
292,434,050 292,368,637

194,889 -
46,767,780 43,304,605
6,715,893 2,453,111

(108,414,401) (106,852,072)

237,698,211 231,274,281
242,850,057 $ 237,065,859

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

Approved by the audit committee of the board of directors on November 13, 2024

Signed:

"Greg Kinross"

"David E. Singer"



Talon Metals Corp.
Condensed Interim Consolidated Statements of Loss and Comprehensive Loss

(Expressed in Canadian dollars)

(Unaudited)
Three months Three months Nine months Nine months
ended ended ended ended
September 30, 2024 September 30, 2023 September 30, 2024 September 30, 2023
Expenses

Salaries, benefits, consulting and board fees ~ $ 210,973 $ 345453 $ 795,600 $ 966,043

Professional fees 34,302 176,502 186,713 360,101

Office and general 23,473 13,696 48,044 53,768

Insurance 22,016 23,375 68,763 70,131

Marketing and travel 14,850 52,948 154,916 320,189

Listing, filing and shareholder communications 13,833 21,358 197,165 221,958

Stock option compensation 318,861 43,122 853,003 239,960

Gain on accounts payable settled with shares - - (23,010) -

Accretion on asset retirement obligation 14,043 15,183 44,697 38,074

Foreign currency (gain) loss 98,433 (69,918) (377,837) 70,597

750,784 621,719 1,948,054 2,340,821
Interest income 147,355 166,393 385,725 687,943
Net loss (603,429) (455,326) (1,562,329) (1,652,878)
Other comprehensive income (loss)

Currency translation differences (3,195,290) 4,103,422 4,262,782 (166,054)
Comprehensive income (loss) $ (3,798,719) $ 3,648,096 $ 2,700,453 $ (1,818,932)
Basic and diluted net loss per share $ (0.00) $ (0.00) $ (0.00) $ (0.00)
Weighted average shares outstanding 934,718,967 851,176,472 934,644,588 851,103,781

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



Talon Metals Corp.

Condensed Interim Consolidated Statements of Changes in Equity

(Expressed in Canadian dollars)

(Unaudited)

Notes
Balance at January 1, 2024
Shares issued for accounts payable 9a
Warrants issued 9b
Stock option compensation payments 10
Net loss and comprehensive income
Balance at September 30, 2024
Balance at January 1, 2023
Stock options exercised 9a
Stock option compensation payments 10

Net loss and comprehensive loss
Balance at September 30, 2023

Accumulated

other

Common shares Warrants Contributed Deficit comprehensive  Shareholders’

Number Amount surplus income equity
934,061,553 292,368,637 $ - 43,304,605 $ (106,852,072) $ 2,453,111 $ 231,274,281
657,414 65,413 - - - - 65,413
- - 194,889 - - - 194,889
- - - 3,463,175 - - 3,463,175
- - - - (1,562,329) 4,262,782 2,700,453
934,718,967 292,434,050 $ 194,889 46,767,780 $ (108,414,401) $ 6,715,893 $ 237,698,211
850,841,418 270,238,335 $ - 39,743,489 $ (104,503,556) $ 7,341,312 $ 212,819,580
375,000 63,522 - (24,147) - - 39,375
- - - 3,263,658 - - 3,263,658
- - - - (1,652,878) (166,054) (1,818,932)
851,216,418 270,301,857 $ - 42,983,000 $ (106,156,434) $ 7,175,258 $ 214,303,681

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



Talon Metals Corp.

Condensed Interim Consolidated Statements of Cash Flows
(Expressed in Canadian dollars)

(Unaudited)

Nine months ended

Nine months ended

September 30, September 30, 2023
2024
Cash flows used in operating activities
Net loss $ (1,562,329) (1,652,878)
Non-cash adjustments:
Stock option compensation 853,003 239,960
Accretion on asset retirement obligation 44,697 38,074
Interest income (196,259) (81,252)
Foreign exchange gain on treasury bills and term deposits (453,154) (16,966)
Foreign exchange loss on contingencies (2,708) 1,499
$ (1,316,750) (1,471,563)
Working capital adjustments:
Decrease in prepayments $ (16,878) (23,364)
(Increase) in deferred financing costs - (84,147)
Decrease in accounts and other receivables - (5,006)
Decrease in accounts payables and accrued liabilities 86,066 93,123
Net cash flows used in operating activities $ (1,247,563) (1,490,957)
Cash flows used in investing activities
Acaquisition of property, plant and equipment $ (955,764) (540,742)
Disposal of plant and equipment 55,057 -
Acquisition of resource properties and deferred expenditures (17,337,516) (30,828,530)
Cash flows used in investing activities excluding purchases of and proceeds from
treasury bills and term deposits $ (18,238,223) (31,369,272)
Purchases of treasury bills and term deposits (5,747,685) (14,682,689)
Proceeds from sale of treasury bills and term deposits 13,590,782 37,772,917
Net cash flows used in investing activities $ (10,395,126) (8,279,044)
Cash flows provided by (used in) financing activities
Proceeds from mortgage payable $ 182,432 -
October 2023 private placement - -
Proceeds from exercise of stock options - 39,375
Proceeds from sale of royalty and issuance of warrants 6,399,811 -
Proceeds from exercise of warrants - -
Net cash flows provided by financing activities $ 6,582,243 39,375
Net increase (decrease) in cash and cash equivalents $ (5,060,446) (9,730,626)
Effect of foreign exchange on consolidation 102,843 (1,400)
Cash and cash equivalents, beginning of the year 6,986,351 14,986,420
Cash and cash equivalents, end of the year $ 2,028,748 5,254,394
Supplemental cash flow information
Stock based compensation included in resource properties $ 2,610,172 3,023,698
Plant and equipment depreciation included in resource properties 969,507 922,646
Shares issued for accounts payable 65,413 -
Increase (decrease) in asset retirement obligation related to resource properties 246,604 60,318
Cash equivalents, end of the year 3,891,696 2,691,648

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



Talon Metals Corp.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2024 and 2023
(Expressed in Canadian dollars)

1. NATURE OF OPERATIONS AND GOING CONCERN

Talon Metals Corp. (“Talon” or the “Company”) is a mineral exploration company focused on the exploration
and development of the Tamarack nickel-copper-cobalt project (the “Tamarack Project”) in Minnesota, USA
(which comprises the Tamarack North Project and the Tamarack South Project). The Company’s interest
in the Tamarack Project is held through its indirect 100% owned Delaware, USA subsidiary, Talon Nickel
(USA) LLC (“Talon Nickel”).

On January 11, 2018, Talon Nickel and Kennecott entered into the mining venture agreement in respect of
the Tamarack Project (the “Mining Venture Agreement”). On November 7, 2018, the Company entered into
an option agreement (the “2018 Option Agreement”) with Kennecott Exploration Company (“Kennecott”), a
subsidiary of the Rio Tinto Group, pursuant to which Talon has the right to acquire up to a 60% interest in
the Tamarack Project on the satisfaction of certain terms and conditions while the Mining Venture
Agreement is held in abeyance.

Talon Nickel currently owns a 51% interest in the Tamarack Project. See Note 6(a) for further information.

On August 9, 2022, Talon entered into an option and earn-in agreement with UPX Minerals Inc. to acquire
an interest in mineral rights in the State of Michigan. Houghton Battery Minerals LLC (“Houghton”), an
indirect 100% owned Delaware, USA subsidiary of the Company is earning into the UPX Minerals Inc.
mineral rights. See Note 6(b) for further information.

The Company’s head office address is Craigmuir Chambers, P.O. Box 71, Road Town, Tortola, British
Virgin Islands.

These Condensed Interim Consolidated Financial Statements have been prepared on a going concern
basis which presumes that the Company will continue operations for the foreseeable future and will be able
to realize its assets and discharge its liabilities in the normal course of business. The Company’s ability to
continue as a going concern is dependent on its ability to raise financing, reduce expenditures or certain
activities, sell non-core assets and/or develop the Tamarack Project into a profitable mine. The Company
has taken, and continues to take, a number of steps to reduce expenditures, including by reducing the
number of employees, reducing office space, reducing the usage of consultants, deferring certain
engineering work, issuing options in lieu of consulting fees to certain consultants, deferring the salaries of
the Company’s CEO, President and the CFO, and limiting the compensation provided to the Company’s
Chief External Affairs Officer to stock options. There can be no assurance that the Company will be
successful in carrying out any of these activities to meet the Company’s future working capital requirements
and commitments and continue operations for the foreseeable future.

On November 14, 2024, the Company had estimated working capital of approximately $8.2 million and
additionally expects to receive approximately $2.2 million related to cost-share payments from government
grants, although the specific timing of receipt is uncertain. Additional amounts will be received from
government grants throughout the remainder of 2024 and beyond, commensurate with the Company’s level
of grant eligible spending.

As of September 30, 2024, the Company had working capital of $9.4 million (December 31, 2023 — $19.0
million). The working capital amount does not include government cost-share payments in the approximate
amount of $2.6 million (as of September 30, 2024) expected to be received by the Company as a result of
government grants (see Note 6(c) for further information).

Working capital is defined as current assets less current liabilities. The Company has incurred losses and
negative cashflows from operations and has an accumulated deficit of $108.4 million (December 31, 2023
— $106.9 million).



Talon Metals Corp.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2024 and 2023
(Expressed in Canadian dollars)

These circumstances create a material uncertainty that may cast significant doubt on the Company’s ability
to continue as a going concern and ultimately on the appropriateness of the use of accounting principles
applicable to a going concern.

These Condensed Interim Consolidated Financial Statements do not give effect to any adjustments that
would be necessary to the carrying values and classifications of assets and liabilities should the Company
be unable to continue as a going concern.

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
Statement of compliance

These Condensed Interim Consolidated Financial Statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”), interpretations as issued by the International
Accounting Standards Board (“IASB”), and, in particular, International Accounting Standard (“IAS”) 34
(Interim Financial Reporting) issued by the IASB.

These Condensed Interim Consolidated Financial Statements were approved by the Audit Committee of
the Board of Directors of the Company on November 13, 2024.

Basis of preparation

The Condensed Interim Consolidated Financial Statements are prepared on the historical cost basis, except
for financial instruments that are measured at fair value. In addition, these Condensed Interim Consolidated
Financial Statements have been prepared using the accrual basis of accounting except for cash flow
information.

In the preparation of these Condensed Interim Consolidated Financial Statements, management is required
to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure
of contingent assets and liabilities at the date of the Condensed Interim Consolidated Financial Statements
and the reported amounts of expenses during the period. Actual results could differ from these estimates.

Basis of consolidation

These Condensed Interim Consolidated Financial Statements include the accounts of Talon and its wholly-
owned subsidiaries, of which the material subsidiaries are Talon Metals Services Inc., Talon Nickel, Talon
Michigan LLC (“Talon Michigan”), and Houghton. All intercompany balances and transactions have been
eliminated on consolidation.

A subsidiary is an entity that is controlled by the Company. In assessing control, potential voting rights that
are presently exercisable or convertible, are considered in the assessment of whether control exists.
Subsidiaries are fully consolidated from the date on which control is transferred to the Company.

Functional and presentation currency

These Condensed Interim Consolidated Financial Statements are presented in Canadian dollars, which is
the presentation and functional currency of the Company and its subsidiaries with the exception of Talon
Nickel, Talon Michigan and Houghton. The functional currency of Talon Nickel, Talon Michigan and
Houghton is United States dollars.

Transactions in currencies other than the entity’s functional currency are recognized at the rates of
exchange prevailing at the date of the transaction. At the end of each reporting period, monetary items
denominated in foreign currencies are translated at the rates prevailing at the Statement of Financial
Position date. Non-monetary items that are measured in terms of historic cost in a foreign currency are
translated at rates at the date of the initial transaction.

7



Talon Metals Corp.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2024 and 2023
(Expressed in Canadian dollars)

On consolidation, for entities with a functional currency that differs from the presentation currency of the
Company, assets and liabilities are translated at the closing rate at the date of the Condensed Interim
Consolidated Statements of Financial Position. Income and expenses are translated at the average rate
for the applicable period. All resulting exchange differences are recognized in other comprehensive loss
and accumulated as a separate component of equity. The Company has recorded the foreign exchange
gains and losses associated with the net investment in the U.S. subsidiaries in other comprehensive income
(loss) because the intercompany loans are not expected to be repaid in the foreseeable future.

The Canadian dollar/United States dollar exchange rate used as of September 30, 2024 was 1.3499
(December 31, 2023 — 1.3226).

Cash and cash equivalents

Cash and cash equivalents consist of cash deposits in banks, certificates of deposit, money market funds
and/or short-term investments with initial maturities of less than three months at the time of acquisition. At
September 30, 2024, and at December 31, 2023, the Company held both cash and cash equivalents.

Government Grants

Government grants are recognised when there is reasonable assurance that (a) the Company will comply
with the conditions attaching to the grants; and (b) the grants will be received. Since the government grants
received are cost-share agreements related to Resource properties and deferred expenditures, no amount
is recorded in income at the time of recognition, but rather the Resource properties and deferred
expenditures is reduced by the amount of the grant.

Property, plant, and equipment

Property, plant, and equipment are carried at cost, less accumulated depreciation, and accumulated
impairment losses. The cost of property, plant and equipment consists of the purchase price, any costs
directly attributable to bringing the property, plant and equipment to the location and condition necessary
for its intended use. Property, plant, and equipment are derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the property, plant, and equipment. Any
gain or loss arising on disposal of property, plant, and equipment, determined as the difference between
the net disposal proceeds and the carrying amount of the property, plant and equipment, is recognized in
the Condensed Interim Consolidated Statements of Loss and Comprehensive Loss. Where plant and
equipment comprise major components with different useful lives, the components are accounted for as
separate assets. Expenditures incurred to replace a component of plant and equipment that is accounted
for separately, including major inspection and overhaul expenditures are capitalized.

The Company provides for depreciation of its plant and equipment using the following depreciation lives:

Equipment including machinery and vehicles 3 to 5 years
Core storage and other buildings 5to 10 years

Resource properties and deferred exploration and evaluation costs

Interests in mineral exploration properties are recorded at cost. Exploration and development expenditures,
including an allocation of salaries, benefits, and consulting fees, other than those of a general nature,
relating to mineral properties in which an interest is retained are deferred and carried as an asset until the
results of the projects are known. If the project is unsuccessful or if exploration has ceased because
continuation is not economically feasible, the cost of the property and the related exploration expenditures
are written off or written down to the net recoverable amount of the deferred exploration expense.

The cost of mineral properties includes the cash consideration paid and the fair value of shares issued on
the acquisition of properties. Properties acquired under option agreements, whereby option payments are

8



Talon Metals Corp.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2024 and 2023
(Expressed in Canadian dollars)

made at the discretion of the Company, are recorded in the Condensed Interim Consolidated Financial
Statements at the time payments are made. The proceeds from options granted or royalties sold on
properties are credited to the cost of the related property.

The amounts shown for resource properties and deferred expenditures represents cost to date less
accumulated impairment, and do not necessarily represent present or future values as they are entirely
dependent upon the economic recovery of future reserves.

The Company does not accrue the estimated future costs of maintaining its mineral properties in good
standing.

Impairment of non-financial assets

At the end of each reporting period, the carrying amounts of the Company’s non-financial assets are
reviewed to determine whether there is any indication that those assets have suffered an impairment loss.
Where such an indication exists, the recoverable amount of the asset is estimated to determine the extent
of the impairment, if any. The recoverable amount is the higher of fair value less costs to sell and value in
use. Fair value is determined as the amount that would be obtained from the sale of the asset in an arm’s
length transaction between knowledgeable and willing parties. To determine fair value, the Company
considers multiple valuation approaches, including the income, market, and cost approaches. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset.
If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount and the impairment loss is recognized in the Condensed
Interim Consolidated Statements of Loss and Comprehensive Loss for the period.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognized for the asset
in prior years. A reversal of an impairment loss is recognized immediately in the consolidated statements
of loss and comprehensive loss.

Asset retirement obligations

A provision is recognized on the Condensed Interim Consolidated Statement of Financial Position when
the Company has a present legal or constructive obligation as a result of a past event, and it is probable
that an outflow of economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the
time value of money and, where appropriate, the risks specific to the liability. The Company’s asset
retirement obligations arise from its obligations to undertake site reclamation and remediation in connection
with its resource properties. The estimated costs of reclamation are based on current regulatory
requirements and the present value of estimated reclamation costs at the future date of purchase. Future
changes to those regulations and standards, as well as changes resulting from operations may result in
actual reclamation costs differing from the estimate.

Income taxes

Income tax comprises current and deferred tax. Income tax is recognized in profit or loss except to the
extent that it relates to items recognized directly in equity or other comprehensive income, in which case
the income tax is also recognized directly in equity or other comprehensive income. Current tax is the
expected tax payable on the taxable income for the year, using tax rates enacted at the end of the reporting
period, and any adjustment to tax payable in respect of previous years.

Current tax assets and current tax liabilities are only offset if a legally enforceable right exists to offset the
amounts and the Company intends to settle on a net basis, or to realize the asset and settle the liability
simultaneously.



Talon Metals Corp.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2024 and 2023
(Expressed in Canadian dollars)

Deferred tax is recognized in respect of all qualifying temporary differences arising between the tax basis
of assets and liabilities and their carrying amounts in the financial statements. Deferred income tax is
determined on a non-discounted basis using tax rates and laws that have been enacted or substantively
enacted at the end of the reporting period and are expected to apply when the deferred tax asset or liability
is settled. Deferred tax assets are recognized to the extent that it is probable that the assets can be
recovered. Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset
tax assets and liabilities and when the deferred tax balances relate to the same taxation authority.

Deferred tax assets are recognized to the extent future recovery is probable. At each reporting period end,
deferred tax assets are reduced to the extent that it is no longer probable that sufficient taxable earnings
will be available to allow all or part of the asset to be recovered.

Uncertainty over Income Tax Treatments (“IFRIC 23")

The Company is required to assess whether it is probable that a tax authority will accept an uncertain tax
treatment used, or proposed to be used, by an entity in its income tax filings and to exercise judgment in
determining whether each tax treatment should be considered independently or whether some tax
treatments should be considered together. The decision should be based on which approach provides
better predictions of the resolution of the uncertainty. The Company also has to consider whether it is
probable that the relevant authority will accept each tax treatment, or group of tax treatments, assuming
that the taxation authority with the right to examine any amounts reported to it will examine those amounts
and will have full knowledge of all relevant information when doing so. There is no material uncertain tax
treatment the Company has taken.

Financial instruments

Financial assets

Under IFRS 9, financial assets are classified as either financial assets at fair value through profit or loss,
amortized cost, or fair value through other comprehensive income. The Company determines the
classification of its financial assets at initial recognition.

i. Financial assets recorded at fair value through profit or loss (“FVTPL”)

Financial assets are classified as fair value through profit or loss if they do not meet the criteria of amortized
cost or fair value through other comprehensive income (“FVTOCI”). Gains or losses on these items are

recognized in profit or loss.

The Company’s cash and cash equivalents, treasury bills and term deposits are classified as financial
assets measured at FVTPL.

ii. Amortized cost

Financial assets are classified as measured at amortized cost if both of the following criteria are met and
the financial assets are not designated as at fair value through profit and loss: 1) the objective of the
Company’s business model for these financial assets is to collect their contractual cash flows; and 2) the
asset’s contractual cash flows represent "solely payments of principal and interest".

The Company’s accounts and other receivables excluding HST are classified as financial assets measured
at amortized cost.

Financial liabilities

Financial liabilities are classified as either financial liabilities at fair value through profit or loss or at

10



Talon Metals Corp.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2024 and 2023
(Expressed in Canadian dollars)

amortized cost. The Company determines the classification of its financial liabilities at initial recognition.

i. Amortized cost

Financial liabilities are classified as measured at amortized cost unless they fall into one of the following
categories: financial liabilities at fair value through profit or loss, financial liabilities that arise when a transfer
of a financial asset does not qualify for derecognition, financial guarantee contracts, commitments to
provide a loan at a below-market interest rate, or contingent consideration recognized by an acquirer in a
business combination.

The Company’s accounts payable, accrued liabilities, and contingencies do not fall into any of the
exemptions and are therefore classified as measured at amortized cost.

ii. Financial liabilities recorded at FVTPL

Financial liabilities are classified as fair value through profit or loss if they fall into one of the five categories
detailed above.

Transaction costs

Transaction costs associated with financial instruments carried at FVTPL are expensed as incurred, while
transaction costs associated with all other financial instruments are included in the initial carrying amount
of the asset or the liability.

Subsequent measurement

Instruments classified as FVTPL are measured at fair value with unrealized gains and losses recognized in
profit or loss. Instruments classified as amortized cost are measured at amortized cost using the effective
interest rate method. Instruments classified as FVTOCI are measured at fair value with unrealized gains
and losses recognized in other comprehensive income.

Derecognition

The Company 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 profit or loss.

Expected Credit Loss Impairment Model

IFRS 9 introduced a single expected credit loss impairment model, which is based on changes in credit
quality since initial application. The Company does not have any receivables that are subject to impairment
analysis.

Stock option compensation

The Company’s shareholder-approved stock option plan allows employees, directors, and consultants of
the Company to acquire shares of the Company. The fair value of options granted is recognized as an
employee or consultant expense with a corresponding increase in equity. An individual is classified as an
employee when the individual is an employee for legal or tax purposes (direct employee) or provides
services similar to those performed by a direct employee and includes directors and most consultants of
the Company. The fair value is measured at grant date and each tranche is recognized over the period
during which the options vest. The fair value of the options granted is measured using the Black-Scholes
option pricing model considering the terms and conditions upon which the options were granted.

11



Talon Metals Corp.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2024 and 2023
(Expressed in Canadian dollars)

Loss per share

Basic loss per common share is calculated by dividing the loss attributed to shareholders for the period by
the weighted average number of common shares outstanding in the period. Diluted loss per common share
is calculated by using the treasury method to assume conversion of all dilutive securities.

Comprehensive income

Other comprehensive income is a component of shareholders’ equity. Comprehensive earnings are
composed of the Company’s net earnings and other comprehensive income. Other comprehensive income
includes unrealized gains and losses on available-for-sale financial assets, foreign currency translation on
net investments in self-sustaining foreign operations and changes in the fair market value of derivative
instruments designated as cash flow hedges, all net of income taxes.

Segment reporting

A segment is a component of the Company that is distinguishable by economic activity (business segment),
or by its geographical location (geographical segment), which is subject to risks and rewards that are
different from those of other segments. The Company operates in one business segment, namely, mineral
exploration and geographically in the USA. Substantially all working capital and investments are held at
head office and all property, plant and equipment are held in the USA.

New standards and interpretations adopted January 1, 2023

IASB issued amendments to IAS 12

In May 2021, the IASB issued amendments to IAS 12, Income Taxes. The amendments to IAS 12 narrow
the scope of the initial recognition exemption so that it no longer applies to transactions which give rise to
equal amounts of taxable and deductible temporary differences. The Company is to recognize a deferred
tax asset and deferred tax liability for temporary differences arising on initial recognition for certain
transactions, including leases and reclamation provisions. The amendments to IAS 12 are effective for
annual reporting periods beginning on or after January 1, 2023, with early adoption permitted. The
Company adopted the amendments effective January 1, 2023, with no material impact expected to the
Consolidated Financial Statements for 2023 and future financial statements.

Amendments to IAS 1 and IFRS Practice Statement 2 - Disclosure of Accounting Policies

In February 2021, the IASB issued amendments to IAS 1, Presentation of Financial Statements, and IFRS
Practice Statement 2. The amendments to IAS 1 require an entity to disclose its material accounting policies
instead of the entity’s significant accounting policies. The amendments include clarification on how an entity
can determine material accounting policies by applying a “four-step materiality process” that is described
in IFRS Practice Statement 2. The amendments to IAS 1 are effective for annual periods beginning on or
after January 1, 2023. The Company adopted the amendments effective January 1, 2023, with no material
impact to the Consolidated Financial Statements for 2023 and future financial statements.

IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors

In February 2021, the IASB issued an amendment to IAS 8, Accounting Policies, Changes in Accounting
Estimates and Errors. The amendments introduce a new definition of ‘accounting estimates’ to replace the
definition of ‘change in accounting estimates’ and also include clarifications intended to help entities
distinguish changes in accounting policies from changes in accounting estimates. The amendments are
effective for annual periods beginning on or after January 1, 2023.
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Talon Metals Corp.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2024 and 2023
(Expressed in Canadian dollars)

New standards and interpretations adopted January 1, 2024

Classification of Liabilities as Current or Non-Current (Amendments to 1AS 1)

In January 2020 and October 2022, the IASB issued amendments to IAS 1 Presentation of Financial
Statements. The amendments clarify the requirements for classifying liabilities as either current or non-
current by clarifying that:

e Liabilities are classified as either current or non-current depending on the existence at the end of the
reporting period of a right to defer settlement of the liability for at least twelve months after the reporting
period. The amendments also clarify that only covenants that an entity must comply with on or before
the reporting date would affect a liability’s classification as current or non-current, even if compliance
with the covenant is only assessed after the entity’s reporting date. Classification is unaffected by the
likelihood that an entity will settle the liability within 12 months after the reporting date; and

e How an entity classifies debt an entity may settle by converting it into equity.

Additionally, the amendments added new disclosure requirements for situations where a liability is classified
as non-current and the entity’s right to defer settlement is contingent on compliance with future covenants
within twelve months after the reporting date. The disclosure should enable users of financial statements
to understand the risk that the liability classified as non-current could become repayable within 12 months
after the reporting period. Both the January 2020 and October 2022 amendments are effective for annual
reporting periods beginning on or after January 1, 2024. The Company adopted the amendments effective
January 1, 2024, with no material impact to the Condensed Interim Consolidated Financial Statements for
the three and nine months ended September 30, 2024.

Reclassification

Amounts in the Condensed Interim Consolidated Financial Statements from the prior year have been
reclassified to conform to the current year’s presentation.

3. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of these Condensed Interim Consolidated Financial Statements requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the
Condensed Interim Consolidated Financial Statements and reported amounts of expenses during the
reporting period. Actual outcomes could differ from these estimates. The Condensed Interim Consolidated
Financial Statements include estimates which, by their nature, are uncertain. The impacts of such estimates
are pervasive throughout the Condensed Interim Consolidated Financial Statements and may require
accounting adjustments based on future occurrences. Revisions to accounting estimates are recognized in
the period in which the estimate is revised and also in future periods when the revision affects both current
and future periods.

Significant assumptions about the future and other sources of estimation uncertainty that management has
made at the end of each reporting period and for the periods then ended, that could result in a material
adjustment to the carrying amounts of assets and liabilities, in the event that actual results differ from
assumptions made, relate to, but are not limited to, the judgement on the determination of functional
currency, the valuation of resource properties, the estimation of contingencies, the valuation of the asset
retirement obligation, and tax provisions.

The uncertainty regarding the valuation of resource properties arises because of estimates and judgments
such as forecasts of metal prices, operating costs, capital costs and income taxes among numerous other
valuation inputs, discount rates, comparability of the Company’s properties to those of other market
participants and the selection of market-participant assumptions used to determine recoverable value.

The uncertainty regarding the estimation of contingencies arises because of the uncertainty as to legal
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proceedings that are before the courts, as well the amount and probability of a future payment or award.

The uncertainty regarding the valuation of the asset retirement obligation arises because of certain key
inputs such as future estimated costs, future inflation, the possibility of changing laws and requirements,
including changes in constructive obligations and the discount rate used to present value the future
estimated costs.

Provisions for taxes are made using the best estimate of the amount expected to be paid based on a
qualitative assessment of all relevant factors. The Company reviews the adequacy of these provisions at
the end of the reporting period. However, it is possible that at some future date an additional liability could
result from audits by taxation authorities. Where the final outcome of these tax-related matters is different
from the amounts that were initially recorded, such differences will affect the tax provisions in the period in
which such determination is made.

4, TREASURY BILLS AND TERM DEPOSITS

As of September 30, 2024 and December 31, 2023, the Company held U.S. government treasury bills
and term deposits with Canadian Schedule | banks with weighted average terms and yields to maturity at
acquisition and at the reporting date as follows:

At the date of acquisition At the reporting date
September 30, December 31, September 30, December 31,

2024 2023 2024 2023
Weighted average term to maturity in months 6.7 6.8 1.3 4.2
Weighted average yield to maturity 5.21% 5.38% 4.67% 5.37%
5. PROPERTY, PLANT AND EQUIPMENT

Property, plant, and equipment are comprised of land, buildings, and equipment such as drill rigs and
vehicles. All depreciation is capitalized to Resource Properties and Deferred Expenditures.

Cost Year ended Year ended
September 30, 2024 December 31, 2023
Beginning of the period 5,825,192 5,277,753
Additions 955,764 685,420
Disposals (55,057) -
Effects of foreign exchange 117,903 (137,981)
End of the period 6,843,802 5,825,192
Accumulated Depreciation Year ended Year ended
September 30, 2024 December 31, 2023
Beginning of the period 1,998,612 794,329
Depreciation 987,380 1,247,089
Effects of foreign exchange 41,839 (42,806)
End of the period 3,027,831 1,998,612
Net book value - beginning of the period 3,826,580 4,483,424
Net book value - end of the period 3,815,971 3,826,580

As of September 30, 2024, the total cost of the Company’s five drill rigs was $3.5 million (December 31,
2023 - $3.1 million) and the net book value was $2.1 million (December 31, 2023 — $2.1 million).
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6. RESOURCE PROPERTIES AND DEFERRED EXPENDITURES

The properties on which the Company's subsidiaries carry out exploration activities or hold an interest in
an exploration project are in the USA (the Tamarack Project and the Michigan Properties, defined below).
Details of the change for the year ended December 31, 2023 and the nine months ended September 30,
2024 are as follows:

Michigan
Tamarack Project Properties Total
Balance at December 31, 2022 $ 160,470,343 $ 9,394,861 $ 169,865,204
Gross additions 44,346,286 687,297 45,033,583
Government grants received (195,388) - (195,388)
Net additions 44,150,898 687,297 44,838,195
Foreign exchange (4,619,916) (229,060) (4,848,976)
Balance at December 31, 2023 $ 200,001,325 $ 9,853,098 $ 209,854,423
Gross additions 23,162,444 3,435,408 26,597,852
Government grants received (3,499,091) (414,715) (3,913,806)
Sale of Triple Flag Royalty (10,520,570) - (10,520,570)
Net additions 9,142,783 3,020,693 12,163,476
Foreign exchange 4,073,120 182,309 4,255,429
Balance at September 30, 2024 $ 213,217,228 $ 13,056,100 $ 226,273,328

Although the Company believes it has taken reasonable measures to ensure proper title to its mineral
properties and those which it has an interest in, there is no guarantee that title to any of these mineral
properties will not be challenged or impaired. Third parties may have valid claims underlying portions of the
Company’s interests, including prior unregistered liens, agreements, transfers or claims, including native
land claims, and title may be affected by, among other things, undetected defects. In addition, the Company
or Kennecott may be unable to operate their properties as permitted or to enforce their rights with respect
to its properties.

(a) Tamarack Project

On June 25, 2014, Talon’s wholly owned indirect subsidiary, Talon Nickel, entered into an earn-in
agreement with Kennecott, pursuant to which Talon Nickel received the right to acquire an interest in the
Tamarack Project. On January 4, 2016, pursuant to the Tamarack Earn-in Agreement, as amended, Talon
Nickel earned an 18.45% which in 2018 was diluted to 17.56%.

On November 7, 2018, Talon Nickel entered into the 2018 Option Agreement with Kennecott pursuant to
which Talon Nickel has the right to acquire up to a 60% interest in the Tamarack Project. Pursuant to the
terms of the 2018 Option Agreement, Talon Nickel took over operatorship of the Tamarack Project and
vested at a 51% interest in the Tamarack Project as a result of fulfilling the following requirements under
the 2018 Option Agreement: (i) the payment of US$6 million in cash to Kennecott (paid on March 13, 2019)
(the “Initial Payment”); (ii) the issuance of US$1.5 million worth of common shares of the Company to
Kennecott (issued on March 7, 2019); (iii) within 3 years of the effective date of the 2018 Option Agreement,
Talon Nickel either spending US$10 million or completing a prefeasibility study on the Tamarack Project
(completed the spending requirement of US$10 million in early 2021); and (iv) within 3 years of the effective
date of the 2018 Option Agreement, Talon Nickel paying Kennecott an additional US$5.0 million in cash
(paid by the issuance of common shares and warrants of the Company on September 29, 2021).

Given that Talon Nickel has earned the 51% interest in the Tamarack Project, Talon Nickel now has the
right to increase its interest in the Tamarack Project by a further 9% to 60% by (i) completing a feasibility
study on the Tamarack Project within 7 years of the effective date of the 2018 Option Agreement (i.e.,
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March 13, 2026); and (2) paying Kennecott the additional sum of US$10 million in cash on or before the
seventh anniversary of the effective date of the 2018 Option Agreement. Upon Talon Nickel vesting with
its applicable joint venture interest in the Tamarack Project, the parties will enter into a new joint venture
agreement, pursuant to which, so long as Talon Nickel has a majority interest, Talon Nickel will continue to
act as operator of the Tamarack Project. In the event Talon Nickel has delivered a feasibility study on the
Tamarack Project, upon the completion thereof, the parties will be required to fund the Tamarack Project
in accordance with their respective ownership interests or be diluted.

The 2018 Option Agreement became effective on March 13, 2019, when the Company made the Initial
Payment to Kennecott. During the term of the 2018 Option Agreement, the Mining Venture Agreement is
held in abeyance and the terms of the 2018 Option Agreement govern the relationship between Talon
Nickel and Kennecott in respect of the Tamarack Project.

On September 29, 2021, the Company issued 10,543,333 common shares of the Company and 5,271,666
warrants of the Company with an exercise price of $0.80 and expiration date of September 29, 2022 valued
at $6,763,176 or approximately US$5.3 million to Kennecott in satisfaction of the requirement to pay
Kennecott US$5.0 million in cash pursuant to the 2018 Option Agreement to vest at a 51% interest in the
Tamarack Project. On September 29, 2022, all 5,271,666 warrants issued to Kennecott expired with none
having been exercised.

On January 10, 2022, Talon Nickel entered into an agreement with Tesla Inc. (“Tesla”) for the supply and
purchase of nickel concentrate to be produced from the Tamarack Project. Under the terms set out in the
agreement, Tesla has committed to purchase 75,000 metric tonnes (165 million Ibs) of nickel in concentrate.
Tesla also has a preferential right under the agreement to negotiate the purchase of additional nickel
concentrate over and above the initial 75,000 metric tonne commitment. The term of the agreement is six
(6) years or until a total of 75,000 metric tonnes (165 million Ibs) of nickel in concentrate has been produced
and delivered to Tesla. The agreement is conditional upon: (i) Talon Nickel earning a 60% interest in the
Tamarack Project; (ii) Talon Nickel commencing commercial production at the Tamarack Project; and (iii)
the parties completing negotiations and executing detailed supply terms and conditions. Talon Nickel will
use commercially reasonable efforts to achieve commercial production on or before January 1, 2026 at the
Tamarack Project, which may be extended by the agreement of the parties for up to 12 months following
which Tesla has a right to terminate the agreement and Talon Nickel may elect to sell to other parties.
Talon Nickel and Tesla will work together to optimize nickel concentrate grades and metal recoveries. The
purchase price to be paid by Tesla for the nickel in concentrate will be linked to the London Metals Exchange
(LME) official cash settlement price for nickel. The parties have also agreed to share in any additional
economics derived from by-products extracted from the nickel concentrate, such as iron and cobalt.

As a result of various agreements entered into on March 7, 2019 and February 15, 2022, Talon Nickel
granted a net smelter returns royalty to TF R&S Canada Ltd (formerly 10782343 Canada Limited), a
subsidiary of Triple Flag Precious Metals Corp. The Company, together with its subsidiaries, Cloudmine
Holdings Limited and Talon Metals (USA) Inc., have agreed to guarantee the payment and performance
obligations under the royalty agreement. The royalty is 1.85% (previously 3.5% prior to the buy-down on
February 15, 2022) of net smelter returns and will be based on Talon Nickel's participating interest in the
Tamarack Project, except (i) where Talon Nickel’s interest reduces below 51%, in which case it will be paid
assuming Talon Nickel’s interest is unchanged at 51%; or (ii) where Talon Nickel has vested at 60% and
Talon Nickel’s interest reduces below 60%, in which case it will be paid assuming Talon Nickel’s interest is
unchanged at 60%.

On October 19, 2022, Talon Nickel was selected as a recipient of the first set of projects funded by President
Biden’s Bipartisan Infrastructure Law. Under its application for funding, Talon Nickel proposed an ore
processing and tailings management facility (the “Battery Minerals Processing Facility” or “BMPF”) located
at an existing industrial brownfields site in Mercer County, North Dakota, receiving feedstock from a future
underground Tamarack Project mine and other potential sources in North America. The acquisition of the
preferred site in North Dakota is actively under negotiations and the Company has not entered into any
agreements in respect thereof. For more information, see Note 6(c).
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On July 5, 2024, Talon Nickel sold a royalty to a subsidiary of Triple Flag Precious Metals Corp., Triple Flag
USA Royalties Ltd. (“Triple Flag US”) and warrants to TF R&S Canada Ltd. for gross proceeds of US$8.0
million or C$10.9. After deducting transaction costs of $0.2 million, the net proceeds were C$10.7 million,
which was allocated C$10.5 million to the royalty and $0.2 million to the warrants. The royalty component
was accounted for as a reduction to resource properties and deferred expenditures. The royalty is a 1.67%
net smelter returns royalty on the Company’s interest in the Tamarack Project subject to the Talon Buy-
Back Right further described below (the “New Royalty”). Exercisable for a period of up to two years following
the closing date of the Triple Flag US Transaction, subject to acceleration in certain circumstances, Talon
has a buy-back right (the “Talon Buy-Back Right”) of 0.67% of the New Royalty for US$5.0 million, which
would thereby reduce the New Royalty to 1.0%. The exercise of the Talon Buy-Back Right is at the
Company’s discretion. In the event of a change of control transaction with respect to Talon during the two-
year period, to the extent not exercised, the Talon Buy-Back Right will terminate early and on the date
which is 25 days after the completion of such change of control transaction. Triple Flag US has a right to
increase the designated percentage of the New Royalty by an additional 0.50% on the payment of an
additional US$2.0 million in the event that the Company’s cash balance decreases to an amount that is
less than US$2.0 million and such decrease is not cured within a period of 60 days. The Talon Buy-Back
Right would also terminate in these circumstances. The right of Triple Flag US to increase the designated
percentage terminates with respect to an applicable cash balance reduction if such right is not exercised
within a further period of 60 days after the expiry of the Company’s cure period.

The Company issued 8 million common share purchase warrants on July 5, 2024, each exercisable to
acquire one common share of the Company for a period of two years expiring July 5, 2026 at an exercise
price of C$0.20 per share.

(b) Michigan Properties

On August 9, 2022, Talon entered into an option and earn-in agreement (the “UPX Option Agreement”)
with UPX Minerals Inc. (a wholly owned subsidiary of Sweetwater Royalties) (“UPX”) to acquire up to an
80% ownership interest in the mineral rights over a land package comprised of approximately 400,000
acres located in the Upper Peninsula of the State of Michigan (the “Michigan UPX Properties”). Pursuant
to the terms of the UPX Option Agreement, Talon has agreed to a minimum spending obligation of US$5
million in exploration expenditures or drilling of at least 7,500 meters with any minimum spending deficiency
payable to UPX. Talon has five years (until August 2027) to complete these minimum requirements. Talon
will earn a 51% undivided interest in the Michigan UPX Properties upon the completion of 25,000 meters
of drilling (the “Stage One Requirement”). Talon will have five years (until August 2027) to complete the
Stage One Requirement, which may be extended in certain circumstances.

Talon will then have the option to earn an additional 29% interest in the Michigan UPX Properties (resulting
in an 80% ownership interest) upon delivering a Feasibility Study prepared in accordance with NI 43-101
over a portion of the Michigan UPX Properties (the “Stage Two Requirement”). In the event that Talon does
not complete the Stage Two Requirement within eight-years (which may be extended in certain
circumstances) of determining a “mineral resource” as specifically defined in the UPX Option Agreement at
the Michigan UPX Properties, Talon’s interest in the Michigan UPX Properties will be reduced to 49%.

As partial consideration for entering into the UPX Option Agreement, Talon issued Kennecott 15,321,933
common shares of Talon at a price of $0.51 per share based on closing price on the Toronto Stock
Exchange on August 8, 2022 in satisfaction of US$6 million in payment obligations of UPX to Kennecott as
a previous owner of the Michigan UPX Properties. These common shares were valued at $7,814,186.

Upon Talon completing the Stage Two Requirement, UPX will be granted a 2% NSR royalty on the Michigan
UPX Properties and have the right to participate in proportion to its participating 20% joint venture interest.
In the event UPX does not participate in proportion to its participating 20% joint venture interest, its interest
in the joint venture will be subject to dilution, and in the event UPX’s joint venture interest ultimately dilutes
below 10%, UPX’s interest in the joint venture will be reduced to 0% and UPX will be entitled to an additional

17



Talon Metals Corp.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2024 and 2023
(Expressed in Canadian dollars)

1% NSR royalty on the Michigan UPX Properties.

In addition to the Michigan UPX properties, on June 26, 2024, the Michigan Department of Natural
Resources issued leases for approximately 23,000 acres of additional mineral leases in the Upper
Peninsula of Michigan to Talon Michigan LLC (the “Michigan State Leases”). The Company also has rights
to explore certain other properties in Michigan that are not subject to the UPX Option Agreement (together
with the Michigan State Leases, the “Michigan Talon Properties”). To the extent the Michigan Talon
Properties are within an area of interest defined in the UPX Option Agreement, a royalty of 0.25% is payable
to UPX.

Collectively, the Michigan UPX Properties and the Michigan Talon Properties are referred to as the
“Michigan Properties”.

(c) Government Grants

The Company has been awarded three government grants as discussed in further detail below. The tables
that follow summarize the total potential amount of the grants, the amount received to date and the balance
of the grant that may be received, presented in both U.S. and Canadian dollars.

DOE BMPF DOD Exploration Columbia
Grant - Note Grant - Note  Grant - Note

Canadian dollars 6(c)(i) 6(c)(ii) 6(c)(iii) Total

Total amount of grant $ 155,031,080 $ 27,817,586 $ 973,907 $ 183,822,573
Government grant received as of Dec 31, 2022 - - - -
Received in 2023 - - 195,388 195,388
Government grant received as of Dec 31,2023  § - $ - $ 195388 $ 195,388
Received in 2024 494,735 2,666,359 752,712 3,913,806
Government grant received as of Sep 30, 2024  $ 494,735 $ 2,666,359 948,100 $ 4,109,194
Balance of grant to be received $ 154,536,345 $ 25,151,228 $ 25,807 $ 179,713,379

DOE BMPF DOD Exploration Columbia
Grant - Note Grant - Note  Grant - Note

U.S. dollars 6(c)(i) 6(c)(ii) 6(c)(iii) Total

Total amount of grant $ 114,846,344 $ 20,607,146 $ 721,466 $ 136,174,956
Government grant received as of Dec 31, 2022 - - - -
Received in 2023 - - 142,100 142,100
Government grant received as of Dec 31, 2023  § - $ - $ 142,100 $ 142,100
Received in 2024 362,430 1,950,920 555,964 2,869,314
Government grant received as of Sep 30, 2024  $ 362,430 $ 1,950,920 698,064 $ 3,011,414
Balance of grant to be received $ 114,483914 § 18,656,226 $ 23,402 $ 133,163,542

(i) US Department of Energy — Battery Minerals Processing Facility (North Dakota) (“DOE BMPF
Grant”)

Effective November 1, 2023, Talon Nickel (as operator of the Tamarack Project) entered into a definitive
agreement with the US Department of Energy setting the terms, conditions, and performance milestones
for $157.2 million (US$114.85 million) in grant funding on a cost-share basis towards project development
including engineering and permitting, construction and execution costs, as well as operational readiness of
the Battery Minerals Processing Facility.
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(ii) US Department of Defense — Nickel Exploration in Minnesota and Michigan (“DOD Exploration
Grant”)

Effective September 11, 2023, Talon Nickel entered into a definitive agreement with the US Department of
Defense’s Office of Manufacturing Capability Expansion and Investment Prioritization to accelerate and
expand the Company'’s efforts to discover and secure additional domestic supply of nickel for the growing
US battery manufacturing base and defense related supply chains. As part of the agreement, the US
Department of Defense will contribute $28.2 million (US$20.6 million) on a cost-share basis over a period
not to exceed 39 months for exploration in Minnesota and Michigan.

(iii) US Department of Energy — Columbia University Processing (“Columbia Grant”)

On February 24, 2023, Talon Nickel was selected as a subrecipient under a project lead by Columbia
University. Talon Nickel’s role in the project is to provide nickel concentrate so that Columbia University
can research and test its novel hydrometallurgical process for recovering and refining metals from the nickel
concentrate.

The maximum amount receivable under this grant is $987,471 (US$721,466) on a cost-share basis over a
3-year period.

7. MORTGAGE PAYABLE

On March 8, 2024, a subsidiary of the Company purchased a property in L’Anse, Michigan to be used as a
core shed and office for operations in Michigan. The down payment was 50% of the purchase with the
remainder financed with a mortgage. The terms of the mortgage included an initial principal amount of
$185,226 (US$137,500), a fixed interest rate of 7.75%, an amortization period of 15 years and an initial
mortgage term of five years. As of September 30, 2024, the outstanding mortgage is $182,432
(US$135.145), comprising a current portion of $21,121 (US$15,647) and a long-term portion of $161,311
(US$119,498).

8.  ASSET RETIREMENT OBLIGATION

The Company has legal and contractual environmental obligations to provide for the retirement of its mining
assets, to return all sites to their approximate initial state and to ensure that there is no significant source
of environmental contamination or danger to human beings, wildlife, and fish species. The Company has
recorded this obligation separately for the Tamarack Project and Michigan properties. Although the ultimate
expected cost of the asset retirement obligation is uncertain, it has been estimated based on information
currently available, including environmental remediation plans and regulatory requirements.

(a) Tamarack Project

Any estimation change during the period or year is capitalized to resource properties and deferred
expenditures (Note 6a). Accretion is included on the Condensed Interim Consolidated Statement of Loss
and Comprehensive Loss. As of September 30, 2024, the Company estimated the asset retirement
obligation to be $1,599,548 (December 31, 2023 - $1,372,140). Key assumptions include total
undiscounted pre-inflation estimated costs of $1,713,023 (December 31, 2023 — $1,489,512), inflation of
3.0% (December 31, 2023 — 3.0%) and a discount rate of 3.38% (December 31, 2023 — 3.92%) based on
the yield on U.S. government bonds with a similar term to maturity of the total expected costs.

The obligation is expected to be paid primarily over the years 2024 to 2036. The estimated change during
the period or year was included in Resource properties and deferred expenditures.
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Nine months

ended
September 30, Year ended

2024 December 31, 2023
Beginning of the year $ 1,372,140 $ 1,178,985
Changes in the estimate 217,720 200,273
Amounts incurred (73,454) (26,975)
Interest rate accretion 44,697 50,522
Change in the discount rate 11,649 1,218
Foreign exchange translation 26,796 (31,883)
End of the year or period $ 1,599,548 $ 1,372,140

Sensitivity analysis: If certain variables were changed, the balance of the asset retirement obligation on
September 30, 2024 would change as follows:

Variable changed Result - low Result - high

Cost - 5% decrease and increase $ 1,520,000 $ 1,680,000
Inflation rate - 1% decrease and increase $ 1,480,000 $ 1,740,000
Discount rate - 1% decrease and increase $ 1,480,000 $ 1,740,000

(b) Michigan Properties

Any estimation change during the period or year is capitalized to resource properties and deferred
expenditures (Note 6). Accretion is included on the Condensed Interim Consolidated Statement of Loss
and Comprehensive Loss. As of September 30, 2024, the Company estimated the asset retirement
obligation to be $63,893. Key assumptions include total undiscounted pre-inflation estimated costs of
$64,795, inflation of 3.0% and a discount rate of 3.83% based on the yield on U.S. government bonds with
a similar term to maturity of the total expected costs.

The obligation is expected to be paid primarily over the year 2026. The estimated change during the period
or year was included in Resource properties and deferred expenditures.

Nine months

ended
September 30, Year ended
2024 December 31, 2023
Beginning of the year $ - $ -
Changes in the estimate 64,383 -
Amounts incurred - -
Interest rate accretion - -
Change in the discount rate - -
Foreign exchange translation (490) -
End of the year or period $ 63,893 $ -

Sensitivity analysis: If certain variables were changed, the balance of the asset retirement obligation on
September 30, 2024 would change as follows:
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Variable changed Result - low Result - high

Cost - 5% decrease and increase $ 60,700 $ 67,100
Inflation rate - 1% decrease and increase $ 62,800 $ 65,000
Discount rate - 1% decrease and increase $ 62,800 $ 65,000

9. SHARE CAPITAL AND OTHER EQUITY

(a) Authorized, issued and outstanding common shares

Authorized — 100,000,000,000 common shares, no par value.
Issued and outstanding — 934,061,553 at December 31, 2023 and 934,718,967 at September 30, 2024.

Common share financings

On October 17, 2023, the Company completed a private placement of 80,350,000 common shares of the
Company at a price of $0.27 per common share for aggregate gross proceeds of $21,730,676 (the “October
2023 Private Placement”). Issuance costs were $95,289 for legal and listing fees resulting in net proceeds
of $21,635,387.

Shares issued for accounts payable

On November 3, 2023, the Company issued 739,810 common shares of the Company valued at $0.25 per
common share to settle accounts payable of $184,953. Issuance costs were $22,540 for legal and listing
fees.

On January 31, 2024, the Company issued 657,414 common shares of the Company valued at $0.14 per
common share to settle accounts payable of $115,048 resulting in a gain of $23,010. Issuance costs were
$26,626 for legal and listing fees.

Shares issued in connection with the exercise of stock options

During the year ended December 31, 2023, 2,130,325 shares were issued as a result of the exercise of
2,130,325 options resulting in gross proceeds of $206,131. The fair value of the options on the grant date
was $126,371.

During the three and nine months ended September 30, 2023, 75,000 and 375,000 shares were issued as
a result of the exercise of 75,000 and 375,000 options resulting in gross proceeds of $10,875 and $39,375
respectively. The fair value of the options on the grant date was $24,147.

During the three and nine months ended September 30, 2024, no options have been exercised.
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(b) Warrants

Warrants transactions for the year ended December 31, 2023 and the nine months ended September 30,
2024 are as follows:

Nine months ended September 30, 2024 Year ended December 31, 2023
Proceeds Proceeds
Number of Exercise Fair value from Number of Exercise Fair value from
warrants price net of costs exercise warrants price  net of costs exercise
Outstanding — beginning of the
year -8 - 8 -8 - -8 - 8 -5 -
Issued 8,000,000 0.20 194,889 - - - - -
Exercised - - - - - - - -
Expired - - - - - - - -
Outstanding — end of the year
or period 8,000,000 $ 020 $ 194,889 $ - - % -3 - 8 -

On July 5, 2024, in connection with the issuance of the New Royalty, 8,000,000 warrants were issued to
TF R&S Canada Ltd. having a contractual life of two years and an exercise price of $0.20. These warrants
were valued using the following estimates: share price of $0.14, risk-free interest rate — 3.5%, expected life
— two years, expected volatility — 60% and dividend yield — 0%.

As at September 30, 2024 and December 31, 2023, the Company had the following warrants outstanding:

September 30, 2024 December 31, 2023
Exercise Expiration Exercise Expiration
Outstanding price date Outstanding price date
8,000,000 $ 0.20 July 5, 2026 - $ -
8,000,000 $ 0.20 - $ -

10. STOCK OPTION COMPENSATION - EMPLOYEE SHARE OPTION PLAN

The Company has adopted a stock option plan (the “Plan”) for its directors, officers, employees, and
consultants to acquire common shares of the Company. The exercise price of each option is determined
by the Board of Directors of the Company but, in any event, is not lower than the closing market price on
the TSX on the trading day immediately preceding the date the option is granted. The terms and conditions
of the options are determined by the Board of Directors of the Company pursuant to the rules of the Plan.
All options are granted for a term not exceeding ten years from the grant date. The total number of options
that can be granted is limited to 15% of the issued and outstanding share capital of the Company. A
summary of the change in options outstanding during the nine months ended September 30, 2024 and the
year ended December 31, 2023 is as follows:
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Nine months ended September 30, 2024 Year ended December 31, 2023

Number Proceeds Number Proceeds

of stock Exercise from of stock Exercise from

options price exercise options price exercise
Outstanding — beginning of the year 124,267,682 $ 0365 $ - 118,448,007 $ 037 $ -
Granted 16,700,000 0.20 - 11,700,000 0.33 -
Exercised - - - (2,130,325) 0.10 206,131
Cancelled (16,569,150) 0.331 - (3,750,000) 0.54 -
Expired (2,500,000) 0.262 - - - -
Amended (107,483,532) 0.364 - - - -
Amended - change in exercise price and 17,515,000 0.223 - - - -
expiry date
Amended - change in exercise price only 47,307,736 0.207 - - - -
Amended - change in expiry date only 42,660,796 0.119 - - - -
Outstanding — end of the period 121,898,532 $ 0.182 $ - 124,267,682 $ 0.37 $ 206,131

As detailed in the table above, on February 27, 2024, after receiving shareholder and TSX approval,
107,483,532 stock options were amended by (i) reducing the exercise price to $0.20, and in the case of
stock options held by the directors, the CEO, the President and the CFO, reducing the exercise price to
$0.25; and/or (ii) extending the expiration date by five years from the date of their original expiration date
(only if the stock options were expiring on or before December 28, 2025). All stock options that were
amended are subject to a new vesting schedule: 50% of the stock options vest on February 27, 2025 and
50% vest on August 27, 2025.

The weighted average share price on the date of exercise of the exercised options for the year ended
December 31, 2023 was $0.22. No options were exercised during the three and nine months ended
September 30, 2024.

Except as noted below, all options issued in 2023 and 2024 vest over one year and have an expiration date
that is five years from the date of grant.

On April 15, 2024, the Company issued 1,000,000 stock options with an exercise price of $0.20 to a new
consultant which vest over 18 months.
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On September 30, 2024, the Company had the following stock options outstanding:

Date of grant or Number of options Exer_mse Exercisable EXGI:CISG Expiration Date
amendment price price

March 13, 2020 3,000,000 $ 0.10 3,000,000 $ 0.10 March 13, 2025
August 14, 2020 625,000 0.26 625,000 0.26  August 14, 2025
December 28, 2020 740,000 0.51 740,000 0.51 December 28, 2025
December 21, 2023 200,000 0.205 150,000 0.205 December 21, 2028
January 15, 2024 1,750,000 0.20 875,000 0.20 January 15, 2029
February 27, 2024 600,000 0.20 - 0.20 November 1, 2028
February 27, 2024 1,000,000 0.18 - 0.18  October 2, 2029
February 27, 2024 4,600,000 0.20 - 0.20 February 3, 2027
February 27, 2024 4,962,735 0.18 - 0.18 June 6, 2029
February 27, 2024 350,000 0.20 - 0.20 August 7, 2030
February 27, 2024 1,550,000 0.20 - 0.20 March 9, 2027
February 27, 2024 900,000 0.145 - 0.145 December 12, 2029
February 27, 2024 1,600,000 0.25 - 0.25 January 13, 2027
February 27, 2024 2,380,000 0.10 - 0.10  March 13, 2030
February 27, 2024 200,000 0.20 - 0.20  April 14, 2027
February 27, 2024 150,000 0.20 - 0.20  August 14, 2030
February 27, 2024 200,000 0.20 - 0.20  August 15, 2030
February 27, 2024 100,000 0.20 - 0.20 February 15, 2028
February 27, 2024 1,050,000 0.20 - 0.20 June 15, 2028
February 27, 2024 200,000 0.20 - 0.20 March 15, 2028
February 27, 2024 200,000 0.20 - 0.20 September 15, 2027
February 27, 2024 1,100,000 0.20 - 0.20 January 16, 2028
February 27, 2024 200,000 0.20 - 0.20 May 16, 2027
February 27, 2024 1,300,000 0.20 - 0.20 February 18, 2027
February 27, 2024 3,557,736 0.20 - 0.20 March 19, 2026
February 27, 2024 4,400,000 0.20 - 0.20 December 20, 2027
February 27, 2024 1,500,000 0.25 - 0.25 December 20, 2027
February 27, 2024 200,000 0.20 - 0.20 December 21, 2028
February 27, 2024 350,000 0.145 - 0.145  July 22, 2030
February 27, 2024 26,218,061 0.095 - 0.095 March 22, 2029
February 27, 2024 1,450,000 0.20 - 0.20 October 22, 2026
February 27, 2024 500,000 0.145 - 0.145  July 23, 2030
February 27, 2024 3,700,000 0.20 - 0.20 May 23, 2028
February 27, 2024 11,050,000 0.20 - 0.20 June 25, 2026
February 27, 2024 7,800,000 0.20 - 0.20 December 28, 2030
February 27, 2024 7,915,000 0.25 - 0.25 December 28, 2030
February 27, 2024 450,000 0.20 - 0.20 May 28, 2026
February 27, 2024 3,750,000 0.25 - 0.25 May 28, 2026
February 27, 2024 6,000,000 0.165 - 0.165  October 28, 2029
February 27, 2024 200,000 0.20 - 0.20  October 28, 2030
February 27, 2024 100,000 0.20 - 0.20 September 29, 2027
April 15, 2024 1,750,000 0.20 225,000 0.20  April 15, 2029
May 21, 2024 800,000 0.20 200,000 0.20 May 21, 2029
May 30, 2024 11,250,000 0.20 2,812,500 0.20 May 30, 2029
Total / weighted average 121,898,532 $ 0.178 8,627,500 $ 0.196
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The Company determined the fair value of the stock options issued or amended during the three and nine
months ended September 30, 2024 and 2023 using the Black-Scholes option pricing model using the
following assumptions:

Three months ended September 30, Nine months ended September 30,
2024 2023 2024 2023

Share Price Closing price on the day prior to the grant date
Risk-free interest rate N/A 4.12% 3.40% - 3.75% 2.94% - 4.12%
Expected life 5 years 5 years 5 years 5 years
Expected volatility 60% 60% 60% 60%
Dividend yield 0% 0% 0% 0%
Forfeiture rate 0% 0% 0% 0%

Stock option compensation expense for the three and nine months ended September 30, 2024 and 2023,
presented in the table below, was recognized in the Consolidated Statements of Loss and
Comprehensive Loss. In addition, amounts related to stock option compensation attributable to work
carried out on the Tamarack Project were capitalized to Resource properties and deferred expenditures
for the three and nine months ended September 30, 2024 and 2023, also presented in the table below.

Three months Three months Nine months Nine months
ended ended ended ended
September 30, 2024 September 30, 2023 September 30, 2024 September 30, 2023
Stock option compensation - expensed $ 318,861 $ 43,122 $ 853,003 $ 239,960
Stock option compensation - capitalized 1,065,893 786,585 2,610,172 3,023,698
Stock option compensation - total $ 1,384,754 $ 829,707 $ 3,463,175 $ 3,263,658

11. FINANCIAL INSTRUMENTS

The Company’s financial instruments include cash and cash equivalents, treasury bills and term deposits,
accounts and other receivables excluding HST, accounts payable and accrued liabilities.

The Company has classified its financial assets and liabilities carried at fair value through profit and loss
(as discussed in Note 2) into the following levels:
September 30, 2024 December 31, 2023

Level 1
Cash and cash equivalents $ 2,028,748 $ 6,986,351
Treasury bills and term deposits $ 8,602,168 $ 15,795,852

12. FINANCIAL RISK MANAGEMENT
(a) Credit risk management

Certain of the Company’s financial assets are exposed to a degree of credit risk. The Company endeavors
to mitigate credit risk by holding its cash and cash equivalents as cash deposits, short-term government
treasury bills, money market funds and term deposits with major commercial banks. The cash deposits and
term deposits are held with major international banks and a “Big Five” bank in Canada.

Credit risk relating to accounts receivable arises from the possibility that any counterparty to an instrument

fails to perform. The Company does not feel there is significant counterparty risk that could have an impact
on the fair value of cash and cash equivalents and receivables.
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(b) Liquidity risk

The Company has in place a planning and budgeting process to help determine the funds required to
support the Company’s normal operating requirements on an ongoing basis and its capital, development,
and exploration expenditures.

On February 17, 2023, the Company filed a new final short form base shelf prospectus (the “2023 Base
Shelf Prospectus”) with the securities regulatory authorities in each of the provinces of Canada, other than
the province of Québec. Pursuant to the 2023 Base Shelf Prospectus, Talon may issue common shares,
debt securities, subscription receipts or warrants or any combination of such securities as units, in amounts,
at prices, and on terms to be determined based on market conditions at the time of sale and set forth in an
accompanying prospectus supplement, for an aggregate offering amount of up to $150 million during the
25-month period that the 2023 Base Shelf Prospectus remains effective. Talon filed the 2023 Base Shelf
Prospectus to give it flexibility to take advantage of financing opportunities as they may arise and as the
Company deems appropriate, subject to market conditions and other relevant factors.

On October 17, 2023, the Company completed the October 2023 Private Placement.

On July 5, 2024, the Company received $10.9 million (US$8.0 million) related to the sale of a royalty to
Triple Flag US and the sale of warrants to TF R&S Canada Ltd.

Net proceeds from the issuance of common shares for the nine months ended September 30, 2024 and
September 30, 2023 were nil (year ended December 31, 2023 — $21.6 million).

Proceeds from the exercise of stock options for the nine months ended September 30, 2024 was nil and
for the nine months ended September 30, 2023 totaled $39,875 (year ended December 31, 2023 — $0.2
million).

On November 14, 2024, the Company had estimated working capital of approximately $8.2 million and
additionally expects to receive approximately $2.2 million related to cost-share payments from government
grants, although the specific timing of receipt is uncertain. Additional amounts will be received from
government grants throughout the remainder of 2024 and beyond, commensurate with the Company’s level
of grant eligible spending.

As of September 30, 2024, the Company had working capital of $9.4 million (December 31, 2023 — $19.0
million). The working capital amount does not include government cost-share payments in the approximate
amount of $2.6 million (as of September 30, 2024) expected to be received by the Company as a result of
government grants (see Note 6(c) for further information).

Working capital is defined as current assets less current liabilities. The Company has incurred losses and
negative cashflows from operations and has an accumulated deficit of $108.4 million (December 31, 2023
— $106.9 million).

To meet future working capital requirements, the Company will need to raise financing, reduce expenditures
or certain activities, sell non-core assets and/or develop the Tamarack Project into a profitable mine. There
can be no assurance that the Company will be successful in carrying out any of these activities to meet the
Company’s future working capital requirements and commitments and continue operations for the
foreseeable future (see Note 1).

The Company has not earned any revenue to date from its operations. The Company, and its partner
Kennecott, are in the process of exploring the Tamarack Project and the Company has not yet determined
whether the Tamarack Project contains ore reserves that are economically recoverable. The recoverability
of the Company’s property carrying value and of the related deferred exploration expenditures depends on
the Company's ability to maintain an interest in the Tamarack Project, discover economically recoverable
reserves and on the Company'’s ability to obtain necessary financing to complete the development and to
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establish profitable production in the future, or the receipt of sufficient proceeds on disposal of its interest
in the Tamarack Project.

World events, including the wars in Ukraine and Israel, increases in interest rates, high inflation, capital and
stock market volatility and the decrease in global nickel prices have had a negative impact on the
Company’s ability to raise capital and/or operations.

(c) Market risk

Market risk is the risk that changes in market prices including foreign exchange rates and interest rates will
affect the Company’s income or the value of its financial instruments. The Company records its investments
using the closing price at the end of the reporting period. As at September 30, 2024 and December 31,
2023, the Company held cash and cash equivalents, treasury bills, and term deposits which management
considers not to be materially susceptible to market risks.

(d) Foreign exchange risk

The Company is exposed to movements in the United States dollar. Payments made to Kennecott and the
majority of costs associated with the operatorship of the Tamarack Project are denominated in United
States dollars. Talon’s head office salaries, certain consulting costs and administrative costs are
denominated in Canadian dollars. The Company provides loans to the US subsidiary to fund continuing
operations. Foreign currency gains and losses on loans to the US subsidiary are recorded in other
comprehensive income as the loans are part of a net investment in a foreign operation and repayment of
the loans is not expected in the foreseeable future. Talon’s financing activities have been primarily in
Canadian dollars.

As of September 30, 2024 and December 31, 2023, Talon is exposed to movements in the United States
dollar as a result of cash on hand, the asset retirement obligation, the majority of accounts payable and the
majority of the costs associated with operating the Tamarack Project.

At September 30, 2024, the Company had net monetary asset in United States dollars of $9.0 million
(Canadian dollar equivalent). If foreign exchange rates had changed by 5% on the last day of the period
with all other facts/assumptions held constant, there would be a change in the net income or loss of the
Company for the year ended September 30, 2024 of approximately $0.5 million.

(e) Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Company is primarily exposed to interest rate risk in
regard to its interest income on cash, treasury bills, term deposits and other short-term notes contained
within money market funds.

The risk of investing cash equivalents into fixed interest rate investments is mitigated by having a term to
maturity that is less than one year.

13. CAPITAL RISK MANAGEMENT

Capital is comprised of equity which at September 30, 2024 was $237.7 million (December 31, 2023 —
$231.3 million). The Company manages its capital structure and attempts to make adjustments to it, in
order to have the funds available to support its exploration, development and/or operating activities.

The Company’s objective when managing capital is to safeguard its ability to continue as a going concern
to pursue the exploration and development of its mineral properties and earn an appropriate risk-adjusted
return on capital provided by shareholders and government. The Company satisfies its capital requirements
through careful management of its cash resources and by utilizing short-term loans or equity issues, as
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necessary, based on the prevalent economic conditions of both the industry and the capital markets and
the underlying risk characteristics of the related assets.

Management reviews its capital management approach on an ongoing basis. There were no changes in
the Company’s approach to capital management during the nine months end September 30, 2024 and the
year ended December 31, 2023.

For further discussion related to Capital Risk Management, see Note 12(b) “Liquidity Risk”.

14. RELATED PARTY TRANSACTIONS AND BALANCES

Related parties include directors and officers of the Company, close family members and enterprises which
are controlled by these individuals as well as certain persons performing similar functions.

Included in accounts payable is $61,875 payable to directors in connection with board fees (December 31,
2023 — nil) which the board of directors has agreed to defer receiving payment.

The remuneration, including benefits, of directors and officers of the Company for the three and nine
months ended September 30, 2024 and 2023 was as follows:

Nine months ended September 30, Three months ended September 30,

2024 2023 2024 2023
Salaries and benefits of officers $ 2919915 $ 3,449,462 $ 911,786 $ 1,155,225
Board fees 61,875 61,875 20,625 20,625
Stock-based compensation 1,854,015 1,473,432 736,867 218,930
Total Aggregate Compensation $ 4,835,805 $ 4,084,769 $ 1,669,278 $ 1,394,780

Capitalized portion included in Total Aggregate Compensation (capitalized to Resource properties and deferred
expenditures):

Salaries and benefits of officers $ 2,576,298 $ 2,695,096 $ 841,709 $ 871,868
Stock-based compensation 1,080,134 1,253,135 445,621 186,780
Total $ 3,656,432 $ 3,948,231 $ 1,287,330 $ 1,058,648

By agreement, the fees paid to the Chairman of the Company during the three and nine months ended
September 30, 2024 were reduced to nil.

Cash compensation and stock option compensation are recorded on the Consolidated Statements of Loss
and Comprehensive Loss in “Salaries, benefits, consulting and board fees” and on the Consolidated
Statements of Financial Position in “Resource properties and deferred expenditures”.

During the year ended December 31, 2023, no options were issued to directors or officers.

On February 27, 2024, after receiving shareholder and TSX approval, certain stock options issued to
directors and officers were amended by (i) reducing the exercise price to $0.20, and in the case of stock
options held by the directors, the CEO, the President and the CFO, reducing the exercise price to $0.25;
and/or (ii) extending the expiration date by five years from their original expiration date (only if the stock
options were expiring on or before December 28, 2025). All stock options that were amended are subject
to a new vesting schedule: 50% of the stock options vest on February 27, 2025 and 50% vest on August
27, 2025. A total of 22,507,736 stock options issued to directors and officers had a change in exercise
price only, a total of 12,365,000 stock options issued to directors and officers had a change in both the
exercise price and the expiry date, and a total of 35,985,438 stock options issued to directors and officers
had a change in the expiry date only.

In May 2024, 2,250,000 options were issued to officers with an exercise price of $0.20 that vest over one
year and have an expiration date that is five years from the date of grant.
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15. CONTINGENCIES

In the normal course of business, the Company may be involved in legal proceedings, claims and
assessments. Such matters are subject to many uncertainties, and outcomes are not predictable with
assurance. Legal fees for such matters are expensed as incurred and the Company accrues for adverse
outcomes as they become probable and estimable. The total amount accrued as of September 30, 2024
was $27,550 (December 31, 2023 - $30,258). The change from December 31, 2023 to September 30,
2024 was the result of foreign currency translation from Brazilian Real to Canadian dollars. The Company
has been named a defendant in two legal actions in Brazil, including a labour lawsuit involving a former
employee (the Company has appealed the ruling) and a lawsuit related to the termination of a mineral
assignment agreement. Legal counsel is of the opinion that some amount of loss is probable and thus a
provision as noted above has been recognized.

16. GEOGRAPHIC INFORMATION

Interest income is earned in Canadian and United States dollars. The Company’s mineral properties are in
the USA.
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