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Closing Price ($/sh) $0.70
Rating NA
Target ($/sh) NA
Return to Target NA
52 Week Low / High $0.15 / $0.80
CAPITALIZATION Basic  Diluted
Shares Outstanding (M) 253.3 333.9
Market Capitalization (SMM) $177.3
Enterprise Value (SMM) $211.3
Cash and Cash Equivalents (SMM) $12.9
Total Debt (SMM) $46.9
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RELATIVE VALUATION EV (SMM)
Altaley Mining Corporation $211.3
Peers* $170.1
*S&P Capital 1Q
MAJOR SHAREHOLDERS

Management (7.97%), Estrategica Corporativa En Finanzas
(14.93%), Promotora De Sistemas De Informacion (6.21%),
Macro Holdings & Investments, LLC (1.86%)

DISCLOSURE CODE: 34
(Please refer to the disclosures listed on the back page)

Source: RCS, Company Information, S&P Capital 1Q
Company Description

Telson Mining Corporation engages in acquisition,

exploration, and development of mineral resource projects in
Mexico. The company primarily explores for gold, silver, lead,
zinc, and copper deposits. It holds 100% interests in the
Campo Morado mine consisting of six mining concessions
covering an area of approximately 12,045 hectares located
in Guerrero state, Mexico; and the Tahuehueto project
comprising 28 mining concessions covering an area of
7,492 hectares located in northwestern Durango State,
Mexico. The company was formerly known as Telson
Resources Inc. and changed its name to Telson Mining
Corporation in February 2018. Telson Mining Corporation
was incorporated in 1986 and is headquartered in
Vancouver, Canada.

Impact: Mildly Positive

Altaley Mining reported financial and full operating results for Q2/21.
Overall, the results compare favorably to those released for Q1/21 (read
more), and indicate that the company is continuing to make strides on
improving operations at its 100%-owned Campo Morado underground
mine in Mexico and strengthening its financial position. With an ongoing
source of positive cash flow from Campo Morado, we believe Altaley is

positioned to execute on its 2021 plans, which includes

construction and initial production from its Tahuehueto mine.

Production continues to improve at Campo Morado. As previously
reported (read more), the last quarter saw production of 1.9kt of Zn
concentrate (+8% QoQ) and 2.7kt of Pb concentrate (+42% QoQ) from
~164kt of ore milled (-6% QoQ, +133% YoY). The increase in concentrate
production was the result of higher grades mined (+10-15% QoQ for Au,
Ag, Pb and Zn) as well as improved recoveries (+50% Au, +23% Ag, +18%
Pb and +6% Zn QoQ). Recoveries averaged 22% and 46% for Au and Ag,
respectively. Notably, optimization work and cost reduction efforts
during the quarter led to reduced cash costs of US$0.48/lb Zn (-33%
QoQ) and AISC of US$0.77/Ib Zn (-14% QoQ).

Steady production translates to a strengthened financial position.
The quarter saw mine operating profit of $9.1M ($14.2M YTD) and total
income of $7.6M ($11.4M YTD), translating to a basic EPS of $0.03 (+50%
QoQ). Quarterly revenue totaled $185M (+35% QoQ), which was
primarily attributable to increased production and higher metal
prices. Further results are summarized in Figure 1. All the key
indicators such as mine and production rates, sales and other have
significantly improved QoQ which translates to higher revenues, lower
costs and expenses and higher profits.

Strong near-term growth ahead. A metallurgical testing program is
underway at Campo Morado (read more), which involves evaluating
Imhoflot flotation technology for potentially higher recoveries
amongst other improvements. An Imhoflot pilot plant is currently on
site. Meanwhile, construction at Tahuehueto is nearing 70%
competition, and Altaley is targeting initial pre-production by year-
end before ramping up to commercial production in Q1/22. The 2017
PFS for Tahuehueto outlines a 21-year LOM with average annual
production of ~16k 0z Au, ~177 oz Ag, ~900k |b Cu, ~3.2M |b Pb and 5.6M
b Zn. With the recently executed US$25M financing package (read
more), Altaley has funds available to finish construction of a 1,000 tpd
processing facility and related infrastructure at Tahuehueto.

We have not yet formally valued Telson (no rating or target price). We
believe operational improvements at Campo Morado and advancements
at Tahuehueto are key to re-rating the stock. Upcoming catalysts: 1)
Construction updates for Tahuehueto (ongoing), 2) Metallurgical test
results at Campo Morado (H2/21), 3) Q3/21 production and financial results
(Q4/21), and 4) Initial production at Tahuehueto (Q4/21).
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Figure 1: Altaley Mining Reported Quarterly Operating and Financial Results

Q2 2021A Q12021A Q4 2020A Q3 2020A Q2 2020A Q12020A

Zn Concentrate (kt) 1.9 1.0 10.0 7.8 39 6.4
Pb Concentrate (kt) 2.7 19 1.9 1.6 0.9 13
C1 Cash Cost (US$/Ib) $0.48 $0.72 $1.28 $1.26 $1.26 $0.78
AISC (US$/Ib) $0.77 $0.90 $1.39 $0.80 $2.17 $1.00
Zn Price (US$/Ib) $1.33 $1.26 $1.21 $1.09 $0.91 $0.98
Pb Price (US$/Ib) $0.99 $0.94 $0.89 $0.88 $0.78 $0.85
Revenue (C$M) $18.5 $13.7 $9.6 $6.7 $33 $35
EPS (C$/sh) $0.03 $0.02 -$0.06 $0.03 -$0.03 -$0.01
EBITDA (C$M) $7.0 $4.0 -$1.2 $0.8 -$2.0 -$1.3
FCF (CFO+CFI) (C$M) -$4.3 $0.7 $1.4 $35 -$5.4 -$16
CFPS (C$/sh) -$0.02 $0.00 $0.01 $0.02 -$0.04 -$0.01
Cash (C$M) $8.9 $10.8 $0.3 $0.7 $0.7 $0.2
Debt (C$M) $39.9 $439 $43.8 $41.7 $41.4 $42.4

Source: Company Reports, S&P Capital IQ Pro, S&P Capital IQ
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Disclosure Statement
Updated August 30, 2021

Recommendation / Target Change Red Cloud Securities has this percentage of its
universe assigned as the following:

Date Rating Target C$/sh Status %
2021-04-19 NA NA BUY 70%
2021-06-21 NA NA BUY (S) 23%

HOLD 0%
SELL/Tender 0%
NA 6%
Under Review 1%

Disclosure Requirement

Red Cloud Securities Inc. is registered as an Investment Dealer in all Canadian provinces and
territories, and is a member of the Investment Industry Organization of Canada (IIROC). Part
of Red Cloud Securities Inc.'s business is to connect mining companies with suitable
investors. Red Cloud Securities Inc,, its affiliates and their respective officers, directors,
representatives, researchers and members of their families may hold positions in the
companies mentioned in this document and may buy and/or sell their securities.
Additionally, Red Cloud Securities Inc. may have provided in the past, and may provide in
the future, certain advisory or corporate finance services and receive financial and other
incentives from issuers as consideration for the provision of such services.

Red Cloud Securities Inc. has prepared this document for general information purposes only.
This document should not be considered a solicitation to purchase or sell securities or a
recommendation to buy or sell securities. The information provided has been derived from
sources believed to be accurate but cannot be guaranteed. This document does not take
into account the particular investment objectives, financial situations, or needs of individual
recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction issues,
etc.) which may exist for certain persons. Recipients should rely on their own investigations
and take their own professional advice before investment. Red Cloud Securities Inc. will not
treat recipients of this document as clients by virtue of having viewed this document.

Red Cloud Securities Inc. takes no responsibility for any errors or omissions contained herein,
and accepts no legal responsibility for any errors or omissions contained herein, and accepts
no legal responsibility from any losses resulting from investment decisions based on the
content of this report.

Company Specific Disclosure Details
Company Name Ticker Symbol | Disclosures
Altaley Mining Corp. TSXVATLY 34

1. The analyst has visited the head office of the issuer or has viewed its material
operations.

2. The issuer paid for or reimbursed the analyst for a portion or all of the travel expense
associated with a visit.

3. In the last 12 months preceding the date of issuance of the research report or
recommendation, Red Cloud Securities Inc. has performed investment banking
services or has been retained under a service or advisory agreement by the issuer.

4. In the last 12 months, a partner, director or officer of Red Cloud Securities Inc., or the
analyst involved in the preparation of the research report has received compensation
for investment banking services from the issuer.

5. The analyst who prepared this research report has a long position, in the issuer’s
securities.
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6. The analyst who prepared this research report has a short position, in the issuer’s
securities.

7.  Red Cloud Securities Inc. and its affiliates collectively beneficially owned 1% or more of
any class of issuer’s equity securities as of the end of the month preceding the date of
issuance of the research report or the end of the second most recent month if the issue
date is less than 10 calendar days after the end of the most recent month.

8. A partner, director or officer of Red Cloud Securities Inc. serves as a Director or Officer
or Advisory Board Member of the issuer.

9. A partner, director or officer of Red Cloud Securities Inc. or any analyst involved in the
preparation of a report has, during the 12 preceding months, provided services to the
issuer for remuneration other than normal course investment advisory or trade
execution services.

10. The analyst who prepared this research report was compensated from revenues
generated solely by the Red Cloud Securities Inc.'s Investment Banking Department.

1. Red Cloud Securities Inc. is a market maker in the equity of the issuer.

12.  There are material conflicts of interest with Red Cloud Securities Inc. or the analyst who
prepared the report and the issuer.

Recommendation Terminology

Red Cloud Securities Inc. recommendation terminology is as follows:

. BUY - expected to outperform its peer group

HOLD - expected to perform with its peer group

SELL - expected to underperform its peer group

Tender - clients are advised to tender their shares to a takeover bid

Not Rated or NA - currently restricted from publishing, or we do not yet have a rating
Under Review — our rating and target are under review pending, prior estimates and
rating should be disregarded.

Companies with BUY, HOLD or SELL recommendations may not have target prices
associated with a recommendation. Recommendations without a target price are more
speculative in nature and may be followed by “(S)" or “(Speculative)” to reflect the higher
degree of risk associated with the company. Additionally, our target prices are set based on
a 12-month investment horizon.

Dissemination

Red Cloud Securities Inc. distributes its research products simultaneously, via email, to its
authorized client base. All research is then available on www.redcloudsecurities.com via
login and password.

Analyst Certification

The Red Cloud Securities Inc. Analyst named on the report hereby certifies that the
recommendations and/or opinions expressed herein accurately reflect such research analyst
personal views about the company and securities that are the subject of this report; or any
companies mentioned in the report that are also covered by the named analyst. In addition,
of the research analyst's compensation is, or will be, directly or indirectly, related to the specii
recommendations or views expressed by such research analyst in this report
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