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Independent auditor’s report

To the Shareholders of NextSource Materials Inc.

Our opinion

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of NextSource Materials Inc. and its subsidiaries (together, the Company) as at

June 30, 2026 and 2025, and its financial performance and its cash flows for the years then ended in
accordance with International Financial Reporting Standards as issued by the International Accounting
Standards Board (IFRS Accounting Standards).

What we have audited

The Company’s consolidated financial statements comprise:

» the consolidated statements of financial position as at June 30, 2026 and 2025;

e the consolidated statements of operations and comprehensive loss for the years then ended;
» the consolidated statements of changes in shareholders’ equity for the years then ended;

» the consolidated statements of cash flows for the years then ended; and

» the notes to the consolidated financial statements, comprising material accounting policy information and

other explanatory information.

Basis for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of

the consolidated financial statements section of our report.

PricewaterhouseCoopers LLP
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Toronto, Ontario, Canada M5J 0B2

T.: +1 416 863 1133, F.: +1 416 365 8215
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“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

opinion.

Independence

We are independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the consolidated financial statements in Canada. We have fulfilled our other ethical responsibilities

in accordance with these requirements.

Material uncertainty related to going concern

We draw attention to note 2 to the consolidated financial statements, which describes events or conditions
that indicate the existence of a material uncertainty that may cast significant doubt about the Company’s

ability to continue as a going concern. Our opinion is not modified in respect of this matter.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements for the year ended June 30, 2026. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters. In addition to the matter
described in the Material uncertainty related to going concern section, we have determined the matters

described below to be the key audit matters to be communicated in our report.

Assessment of impairment indicators of property, Our approach to addressing the matter included the following
plant and equipment (PP&E) procedures, among others:

Refer to note 3 — Material accounting policy information, *  Evaluated management’s assessment of indicators of
note 4 — Significant judgments, estimates and assumptions, and impairment, which included the following:

note 8 — Property, plant and equipment to the consolidated
perty. p auip — assessed the completeness of factors that could be
financial statements. . - . . ,
considered indicators of impairment of the Company’s

PP&E, by considering evidence obtained in other areas
of the audit;



The net book value of PP&E amounted to $72.2 million as at
June 30, 2026. Management assesses at the end of each
reporting period whether there is any indication that long-lived
assets may be impaired.

Management applies significant judgment necessary to
determine if there are indicators of impairment that would require
testing. Factors considered include, such as: (i) significant
changes in the market value of the Company’s share price; (ii)
variations in the quantity of recoverable resources and reserves;
(iii) fluctuations in commodity prices, capital and operating costs;
and (iv) adjustments in interest rates, are evaluated by
management in determining whether there are any indicators of
impairment as at June 30, 2026. The Company did not identify
an impairment indicator.

We considered this a key audit matter due to: (i) the significance
of the PP&E balance; and (ii) the subjectivity in performing
procedures to assess the factors evaluated by management in
its assessment of impairment indicators, which required
significant management judgement.

recalculated the Company’s market capitalization and
compared it with the carrying amount of the net assets
of the Company as at June 30, 2026;

assessed the reasonableness of changes in expected
future commaodity prices by comparing them with market
analysts’ forecasts;

assessed changes in interest rates by considering
external market data; and

assessed the reasonableness of changes in the
quantity of recoverable resources and reserves and
capital and operating costs, based on evidence
obtained in other areas of the audit.

Other information

Management is responsible for the other information. The other information comprises the Management’s

Discussion and Analysis.

Our opinion on the consolidated financial statements does not cover the other information and we do not

express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other

information identified above and, in doing so, consider whether the other information is materially

inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or otherwise

appears to be materially misstated.



If, based on the work we have performed, we conclude that there is a material misstatement of this other

information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the
consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS Accounting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from

material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or to

cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic

decisions of users taken on the basis of these consolidated financial statements.



As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise

professional judgment and maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may

involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

*  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

of the Company’s internal control.

»  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates

and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.

However, future events or conditions may cause the Company to cease to continue as a going concern.

»  Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

e Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business units within the Company as a basis for forming an opinion on the
consolidated financial statements. We are responsible for the direction, supervision and review of the

audit work performed for purposes of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal

control that we identify during our audit.



We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters

that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so would

reasonably be expected to outweigh the public interest benefits of such communication.
The engagement partner on the audit resulting in this independent auditor’s report is Kristine Doherty.

/s/PricewaterhouseCoopers LLP

Chartered Professional Accountants, Licensed Public Accountants
Toronto, Ontario

September 28, 2026



NextSource Materials Inc.
Consolidated Statements of Financial Position
(Expressed in US Dollars)

As at As at
June 30, 2026 June 30, 2025
Assets
Current Assets
Cash and cash equivalents $ 11,631,782 3,281,768
Amounts receivable 287,695 483,449
Inventories (note 6) 5,347,530 6,013,127
Prepaid expenses and deposits (note 7) 2,860,087 862,789
Total Current Assets 20,127,094 10,641,133
Prepayments and deposits (note 7) — 889,184
Property, plant and equipment (note 8) 72,159,643 72,664,783
Total Assets $ 92,286,737 84,195,100
Liabilities
Current Liabilities
Accounts payable and accrued liabilities (note 9) 5,852,444 4,962,950
Current portion of lease obligations (note 10) 1,194,926 1,400,976
Current portion of royalty obligation (note 11) 1,897,500 1,897,500
Share-based compensation liability (note 18) 302,532 57,228
Borrowings (note 12) 33,673,059 15,437,022
Warrant Derivative Liability (note 19) 2,345,414 —
Total Current Liabilities 45,265,875 23,755,676
Share-based compensation liability (note 18) 201,263 32,479
Withholding tax provision 966,180 568,200
Lease obligations (note 10) 7,861,423 7,428,877
Royalty obligation (note 11) 11,106,513 8,694,866
Commercial production obligation (note 13) 314,095 536,127
Asset retirement obligation (note 14) 1,569,722 2,192,186
Total Liabilities 67,285,071 43,208,411
Shareholders' Equity
Share capital (note 16) 232,040,433 216,112,622
Contributed Surplus 654,443 320,941
Accumulated deficit (211,739,971) (174,708,355)
Accumulated other comprehensive loss 4,046,761 (738,519)
Total Shareholders' Equity 25,001,666 40,986,689
Total Liabilities and Shareholders' Equity $ 92,286,737 $ 84,195,100

Nature of operations (note 1)

Basis of presentation and going concern (note 2)
Commitments (note 15)

Subsequent events (note 26)

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



NextSource Materials Inc.
Consolidated Statements of Operations and Comprehensive Loss
(Expressed in US Dollars, except number of shares)

Year Ended June 30, Year Ended June 30,
2026 2025
Revenue (note 5) 776,653 $ 714,837
Cost of Sales (note 6) 3,013,897 3,085,801
Write-down of inventory to net realizable value (note 6) 10,730,657 3,687,157
Expenses and other income
General and administrative expenses (note 20) 6,282,660 8,896,761
Exploration and evaluation expenses 88,086 31,379
Madagascar Government Royalties 18,461 16,362
Share-based compensation and RSU expense (notes 17 and 18) 832,616 (108,911)
Depreciation of property, plant, equipment and development (note 8) 17,002 664,838
BAF Evaluation costs 5,217,955 —
Gain on disposal of right of use asset (note 10) — (261,544)
Change in value of lease liability — (171,954)
Change in value of royalty obligation (note 11) 2,849,519 (680,592)
Change in value of commercial production obligation (note 13) (282,870) (231,688)
Change in value of warrant derivative liability (note 19) 406,213 —
Impairment of foreign VAT receivable 286,061 398,959
Impairment of property, plant and equipment (note 8) — 4,089,318
Realized foreign exchange loss 594,026 472,446
Unrealized foreign exchange loss 1,567,794 1,079,428
Total Expenses and other income 17,877,523 14,194,802
Loss before income taxes and net financing costs (30,845,424) (20,252,923)
Finance cost 5,003,823 $ 2,583,930
Finance income (107,764) (122,320)
Net loss before income taxes (35,741,483) (22,714,533)
Current income tax expense (note 25) 1,290,133 $ 541,760
Net loss (37,031,616) $ (23,256,293)
Other comprehensive loss
Items that will be reclassified subsequently to net loss
Translation adjustment for foreign operations 4,785,280 531,891
Net loss and comprehensive loss (32,246,336) (22,724,402)
Weighted-average common shares (basic and diluted) 205,982,398 176,663,906
Net loss per share (basic and diluted) 0.18) $ (0.13)

Diluted loss per share is equal to basic loss per share for the year, as the Company incurred a net loss and the inclusion of potential

common shares would be anti-dilutive.

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



NextSource Materials Inc.

Consolidated Statements of Changes in Shareholders’ Equity

(Expressed in US Dollars, except number of shares)

Common shares Share Contributed Accumulated Comprehensive Deficit
Outstanding Capital Surplus Deficit Loss Equity

Balance as at June 30, 2024 155,823,007 $ 205,014,675 $ 10,801 $ (151,452,062) $ (1,270,410) $ 52,303,004
Shares issued from private placement
(note 16) 29,088,100 11,228,651 — — — 11,228,651
Issuance cost from private placement
(note 16) — (130,704) — — — (130,704)
Share options granted under long-term
incentive plan (note 17) — — 310,140 — — 310,140
Net Loss — — — (23,256,293) — (23,256,293)
Cumulative translation adjustment — — — — 531,891 531,891
Balance as at June 30, 2025 184,911,107 $ 216,112,622 $ 320,941 $ (174,708,355) $ (738,519) $ 40,986,689
Shares issued from private placement
(note 16) 58,823,500 16,368,367 — — — 16,368,367
Issuance cost from private placement
(note 16) — (872,838) — — — (872,838)
Shares issued from Restricted Share
Units (note 18) 1,821,831 432,281 — — — 432,281
Share options granted under long-term
incentive plan (note 17) — — 333,502 — — 333,502
Net Loss — — — (37,031,616) — (37,031,616)
Cumulative translation adjustment — — — — 4,785,280 4,785,280
Balance as at June 30, 2026 245,556,438 232,040,433 654,443 (211,739,971) 4,046,761 25,001,666




NextSource Materials Inc.
Consolidated Statements of Cash Flows
(Expressed in US Dollars)

Year Ended Year Ended
June 30, 2026 June 30, 2025

Operating activities
Net loss (37,031,616) $ (23,256,293)
Adjustments for non-cash items:
Share-based compensation and RSU expense (notes 17 and 18) 832,616 (58,854)
Depreciation of property, plant, equipment and development (note 8) 17,002 664,838
Gain on disposal of right of use asset (note 10) — (261,544)
Change in value of lease liability — (171,954)
Change in value of royalty obligation (note 11) 2,849,519 (680,592)
Change in value of warrant derivative liability (note 19) 406,213 —
Change in value of commercial production obligation (note 13) (282,870) (231,688)
Impairment of foreign VAT receivable 286,061 398,959
Impairment of property, plant and equipment (note 8) — 4,089,318
Write-down of inventory to net realizable value (note 6) 10,730,657 3,687,157
Unrealized foreign exchange loss 1,567,794 1,079,428
Finance cost 5,003,823 2,583,930
Current income tax expense (note 25) 1,290,133 541,760

(14,330,668) (11,615,535)
Change in working capital balances:
Increase in amounts receivable (90,572) (451,411)
Increase in inventories (5,727,090) (8,116,933)
Decrease in prepaid expenses 351,676 458,890
Increase in deposits (7,908) (703,001)
Increase/(Decrease) in accounts payable and accrued liabilities 588,724 (768,462)
Net cash used in operating activities (19,215,838) (21,196,452)
Investing activities
Increase in non-current prepayments and deposits (1,424,370) —
Additions to property, plant and equipment (note 8) (465,433) (9,651,686)
Net cash used in investing activities (1,889,803) (9,651,686)
Financing activities
Proceeds from issuance of common shares (note 16) 16,368,367 11,228,651
Share issuance costs (note 16) (872,838) (130,704)
Proceeds from issuance of warrants (note 19) 1,939,201 —
Lease obligation principal and interest payments (note 10) (1,168,911) (481,258)
Repayment of royalty obligation (note 11) (1,897,500) (1,897,500)
Proceeds from borrowings (note 12) 15,000,000 15,000,000
Debt issuance costs (note 12) (173,439) (425,102)
Net cash provided by financing activities 29,194,880 23,294,087
Effect of exchange rate changes on cash and cash equivalents 260,775 65,438
Net increase/(decrease) in cash and cash equivalents 8,350,014 (7,488,613)
Cash and cash equivalents, beginning of the period 3,281,768 10,770,381
Cash and cash equivalents, end of the period 11,631,782 $ 3,281,768




NextSource Materials Inc.

Notes to the Consolidated Financial Statements

For the years ended June 30, 2026 and 2025

(All amounts expressed in US Dollars unless designated otherwise)

1. Nature of operations

NextSource Materials Inc. (the “Company” or “NextSource”) was continued under the Canada Business Corporations Act from the State of Minnesota
on December 27, 2017, with its fiscal year ending June 30. The Company’s registered head office and primary location of records is situated at 130
King Street West, Exchange Tower, Suite 1943, Toronto, Ontario, Canada, M5X 2A2. The Company’s common shares are listed on the Toronto Stock
Exchange (“TSX”) under the symbol “NEXT,” and on the OTCQB under the symbol “NSRCF”.

NextSource is committed to establishing itself as a global, vertically integrated supplier of battery materials through the mining and value-added
processing of graphite concentrate and other minerals. The Company’s principal business activity involves the development of a Battery Anode
Facility (“BAF”) in the United Arab Emirates (“UAE”) and the development and operation of the Molo Graphite Mine in Madagascar.

On August 28, 2026, the Company completed and filed an updated National Instrument 43-101 technical feasibility study (“Technical Report”) for the
proposed expansion of its Molo Graphite Mine in Madagascar. The technical feasibility study is dated August 7, 2026 and has an effective date of June
22,2026.

In addition, the Company owns two exploration and evaluation stage projects: the Green Giant Vanadium Project in Madagascar and the Sagar Project
in Quebec, Canada.

The Company does not pay dividends, nor is it expected to do so in the immediate or near future.

These consolidated financial statements were approved by the Board of Directors of the Company on September 28, 2026.
2. Basis of presentation and going concern

Statement of compliance with International Financial Reporting Standards

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards as issued by the
International Accounting Standards Board (IFRS Accounting Standards).

Basis of measurement

The consolidated financial statements are prepared in accordance with generally accepted accounting principles applicable to a going concern, which
assume assets will be realized and liabilities settled in the ordinary course of business. Assets and liabilities are reported on a historical cost basis,
except for certain financial instruments that are measured at fair value, as described in Note 3 to the Company’s audited consolidated financial
statements for the year ended June 30, 2026.

Basis of consolidation

The consolidated financial statements include the statement of financial position, the statements of results of operations and comprehensive loss,
statements of cash flows and statements of changes in shareholder’s equity of the Company and its wholly owned subsidiaries. Intercompany balances
and transactions, including gains and losses relating to subsidiaries, have been eliminated on consolidation.

NextSource Materials Inc. is the holding company that owns 100% of NextSource Materials (Mauritius) Ltd. (“MATMAU”), a Mauritius subsidiary,
NextSource Materials (UK) Ltd., a UK subsidiary, 2391938 Ontario Inc., an Ontario subsidiary, and NextSource Battery Materials Holdings Limited, a
United Arab Emirates (“UAE”) subsidiary. MATMAU owns 100% of NextSource Minerals (Mauritius) Ltd. (“MINMAU”), a Mauritius subsidiary,
NextSource Graphite (Mauritius) Ltd (“GRAMAU”), a Mauritius subsidiary, NextSource CSPG (Mauritius) Ltd (“CSPGMAU”), a Mauritius
subsidiary, and NextSource Materials (Madagascar) SARLU (“MATMAD?”), a Madagascar subsidiary. MINMAU owns 100% of NextSource Minerals
(Madagascar) SARLU (“MINMAD?”), a Madagascar subsidiary. GRAMAU owns 100% of ERG (Madagascar) SARLU (“ERGMAD?”), a Madagascar
subsidiary. NextSource Battery Materials Holdings Limited owns 100% of NextSource Battery Materials L.L.C, a UAE subsidiary.

Going Concern Assumption

The Company's ability to continue operations and fund development is dependent on management's ability to secure additional financing. As of
June 30, 2026, the Company had cash and cash equivalents of $11,631,782 which is insufficient to fund its working capital requirements (including
current liabilities of $45,265,875) as well as ongoing general and administrative costs and anticipated capital and operating cash outflows. The
Company does not expect to generate substantial revenues from current operations for the foreseeable future and the company must maintain certain
costs to sustain the ability to continue to operate. Therefore, the Company will need to obtain financing in the form of equity, debt, or a combination
thereof to continue with its planned ongoing strategic and operational activities, including the capital requirements associated with the UAE BAF.
Management is proactively seeking funding and while it has been successful at doing so in the past, there can be no assurance it will be able to do so in
the future or on terms that are acceptable to the Company. As such the ability of the Company to raise additional funding to meet their obligations as
they come due results in a material uncertainty that may cast significant doubt regarding the Company’s ability to continue as going concern.



NextSource Materials Inc.

Notes to the Consolidated Financial Statements

For the years ended June 30, 2026 and 2025

(All amounts expressed in US Dollars unless designated otherwise)

The accompanying consolidated financial statements have been prepared on a going concern basis, which contemplates the realization of assets and
settlement of liabilities in the normal course of business. In assessing whether the going concern assumption is appropriate, management considers all
available information about the future, which is at least, but not limited to, twelve months from the end of the reporting period. These consolidated
financial statements do not give the effect of adjustments to the carrying values of the assets and liabilities and the reported expenses and balance
sheets classifications that would be necessary should the Company be unable to continue as a going concern and therefore need to realize its assets and
settle its liabilities and commitments in other than the normal course of business and at amounts different from those in the consolidated financial
statements. These adjustments could be material.

3. Material accounting policy information
Foreign currencies
The Company's presentation and functional currency is the US dollar (“USD”).

Cash expenditures relate predominantly to campaign production at the Molo Graphite Mine in Madagascar, corporate overhead, minimum payments
under the Vision Blue Royalty and study costs relating to the proposed Battery Anode Facility in the UAE. Superflake® Graphite concentrate sold
from the Molo Mine is USD denominated and based on the FOB China benchmark pricing. The registered office is in Canada where most payroll and
administrative expenses are incurred in Canadian dollars. The Mauritius subsidiaries use USD as their functional currency, while the Madagascar
subsidiaries use the Madagascar Ariary. Borrowings and the royalty obligation are USD denominated.

For the presentation of consolidated financial statements, subsidiary company assets and liabilities are expressed in US dollars using the prevailing
exchange rates at the end of the reporting period. Any exchange differences that arise are recognized in other comprehensive loss and cumulative
translation adjustment in equity.

At the end of each reporting period, the Company translates foreign currency balances as follows:
*  monetary items are translated at the closing rate in effect at the consolidated statements of financial position;
*  non-monetary items that are measured in terms of historical cost are translated using the exchange rate at the date of the transaction;

*  non-monetary items measured at fair value are translated at the exchange rate in effect at the date the fair value was measured; and
* revenue and expense items are translated using the average exchange rate during the period.

The intercompany loans made to the subsidiary companies are considered part of the parent company’s net investment in a foreign operation as the
Company does not plan to settle these balances in the foreseeable future. As a result of this assessment, the unrealized foreign exchange gains and
losses on the intercompany loans are recorded through other comprehensive loss. If the Company determined that settlement of these amounts was
planned or likely in the foreseeable future, the resultant foreign exchange gains and losses would be recorded through the consolidated statements of
operations and comprehensive loss.

Cash and cash equivalents

The Company considers cash and cash equivalents to be bank balances and highly liquid investments with maturities of three months (ninety days) or
less.

Prepayments and deposits

The Company makes prepayments and/or advance deposits to suppliers for services to be rendered or the construction and design of equipment and
supplies not yet under control of the Company. These prepayments or advances are recognized as prepayments and deposits when made and are
subsequently recognized as expenses or assets when the services are rendered or the Company take control of the equipment and supplies. Prepayments
and deposits on property, plant and equipment with extensive lead times are recorded as non-current prepayments and deposits.

Financial instruments
Financial assets and financial liabilities are recognized when the Company becomes a party to the provisions of the contract.

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset expire, or when the financial asset and all the
risks and rewards of ownership are transferred. Financial liabilities are derecognized when the obligation under the liability is extinguished,
discharged, cancelled, or has expired. Gains and losses on derecognition of financial assets and financial liabilities are recognized in the statements of
operations and comprehensive loss.

Management evaluates the classification of financial assets and liabilities at the time of initial recognition, and, except in rare instances, such
classifications remain unchanged thereafter. The classification depends on the purpose for which the financial instruments were acquired, their
characteristics and/or management’s intent. Transaction costs with respect to financial instruments not classified as fair value through profit or loss are
recognized as an adjustment to the cost of the underlying instrument and amortized over the term of the instrument using the effective interest method.



NextSource Materials Inc.

Notes to the Consolidated Financial Statements

For the years ended June 30, 2026 and 2025

(All amounts expressed in US Dollars unless designated otherwise)

The Company’s financial instruments were classified in the following categories:
Financial assets measured at amortized cost:

Financial assets measured at amortized cost are initially recognized at fair value net of transaction costs and are subsequently measured at amortized
cost. Interest income on amounts receivable is recognized using the effective interest method as finance income.

The following financial assets are measured at amortized cost:
*  Cash and cash equivalents
*  Amounts receivable (excluding sales taxes)

Financial liabilities measured at fair value through profit or loss (FVTPL):

Financial liabilities classified as FVTPL are initially recognized at fair value. Transaction costs on initial recognition and changes in fair value are
recognized in the consolidated statements of operations and comprehensive loss. Derivative instruments, including embedded derivatives, are recorded
at fair value as FVTPL. All changes in fair value of derivative instruments are recorded in the consolidated statements of operations and
comprehensive loss.

The following financial liabilities are measured at FVTPL:
*  Warrant derivative financial liabilities.

Financial liabilities measured at amortized cost:

Financial liabilities measured at amortized cost are initially recognized at fair value net of transaction costs and are subsequently measured at
amortized cost using the effective interest rate method. All accretion expenses and changes in an instrument’s fair value are reported in the
consolidated statements of operations and comprehensive loss. Accretion expenses are included in finance costs.

The following financial liabilities are measured at amortized cost:
*  Accounts payable and accrued liabilities
*  Royalty obligations
*  Commercial production obligation
*  Borrowings

Fair value measurement

Financial instruments recorded at fair value in the consolidated statements of financial position are categorized into a three-level hierarchy based on the
type of inputs. The fair value hierarchy is defined as follows:

¢ Level 1 —inputs are unadjusted, quoted prices in active markets for identical assets or liabilities that the Company can access at the
measurement date;

«  Level 2 — inputs other than quoted Level 1 prices, that are directly or indirectly observable for the asset or liability;

*  Level 3 —inputs are not based on observable market data and require management judgment and estimation and reflect assumptions that
market participants would generally use in valuing the asset or liability.

Mine Development Expenditures

Mine development expenditures are costs incurred to obtain access to proven and probable mineral reserves or mineral resources and for extracting,
gathering, transporting, and storing the mined ore. The development stage of a mine commences when the technical feasibility and commercial
viability of extracting the mineral resource has been determined.

Costs directly attributable to mine development are capitalized until the mine reaches commercial production. Abnormal costs are expensed as
incurred, while indirect costs are included only if they can be specifically attributed to the mine development. General and administrative expenses are
capitalized as part of development expenditures only when directly attributable to a specific mine development project.



NextSource Materials Inc.

Notes to the Consolidated Financial Statements

For the years ended June 30, 2026 and 2025

(All amounts expressed in US Dollars unless designated otherwise)

Inventories

Inventories consist of run-of-mine ore stockpiles, consumable materials, and Superflake® Graphite concentrate. Inventories are carried at the lower of
cost and net realizable value (‘“NRV’”). Cost is determined using the weighted average cost formula and includes all mining costs, costs of conversion
and other costs incurred in bringing the inventories to its final condition and location:

Cost of inventories includes direct costs for materials and labour related to mining and processing activities. It further includes:
*  production phase stripping costs;
*  depreciation of property, plant and equipment directly involved in the related mining and production process;
*  depreciation of capitalized mine development costs.

When interruptions to production occur, an adjustment is made to the costs included in inventories, such that they reflect normal capacity. Abnormal
costs are expensed in the period they are incurred.

Ore stockpiles and inventories determined not to be consumed within the next twelve months are classified as long-term.

Net realizable value (NRV) is determined by deducting the estimated costs necessary to convert inventories into saleable products from the estimated
net selling price. The costs to complete are based on management’s best estimates at the date of the consolidated statements of financial position. If
the conditions that led to a write-down to NRV no longer exist, the write-down may be reversed in a subsequent period.

Mining properties, plant, and equipment
Properties

Mining property costs include directly attributable mine development costs, deferred stripping, capitalized evaluation costs and capitalized borrowing
costs until the mine has achieved commercial production. Payments relating to the acquisition of land and mineral rights are recorded as mining
property costs. Exploration costs are expensed in the period incurred. Mine rehabilitation assets are included in mining property.

Plant and Equipment

Costs for constructing new facilities or improving the operating capacity or extending the useful life of existing facilities are capitalized as plant and
equipment. These costs include the purchase price of equipment (net of discounts and rebates), import duties, non-refundable taxes, site restoration and
dismantling estimates, and other direct costs to reach commercial production. Dismantling and restoration costs during production are capitalized as
inventory.

Assets are derecognized upon disposal or when no future economic benefits are expected. Gains or losses from derecognition—based on the difference
between net proceeds and carrying value—are reported in the consolidated statements of operations and comprehensive loss for the relevant period.

Depreciation of a mining asset begins when the asset reaches commercial production. Depreciation ceases at the earlier of the date the asset is
classified as held-for-sale or the date the asset is derecognized. Assets under construction are not depreciated until the asset reaches commercial
production. Depreciation is calculated using either the units-of-production method or on a straight-line basis. The method used is determined by the
pattern in which the asset’s future economic benefits are expected to be consumed. The units-of-production method is based on the current life-of-mine
plan that includes proven and probable mineral reserves as well as management’s estimate for the future conversion of mineral resources to reserves.
The depletion or depreciation method applied to an asset is reviewed at least annually.

The following sets out the useful lives of certain assets:

*  Plant 20 to 30 years
*  Equipment 3 to 10 years
*  Right-of-use assets Lease term

Assets Under Construction

The capital cost of an asset for a specific project comprises cost components such as directly attributable salaries and wages, supplies and materials
utilized in the project, and incremental overhead expenses that can be specifically assigned to the project.

Assets under construction are not depreciated until commercial production is achieved. Upon achieving commercial production, the capitalized
construction costs are transferred to the appropriate category within property, plant and equipment.
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Borrowing Costs

Borrowing costs are capitalized to qualifying assets. Qualifying assets are assets that take a substantial period to prepare for the Company’s intended
use, which includes projects that are in the exploration and evaluation, development, or construction stages. Borrowing costs attributable to the
acquisition, construction or production of qualifying assets are added to the cost of those assets until such time as the assets are substantially ready for
their intended use. All other borrowing costs are recognized as finance costs in the period in which they are incurred. Where the funds used to finance a
qualifying asset form part of general borrowings, the amount capitalized is calculated using a weighted average of rates applicable to the relevant
borrowings during the period.

Leases

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract contains a lease if the contract conveys the right
to control the use of an identified asset for a period in exchange for consideration. The Company assesses whether:

*  the contract involves the use of an explicitly or implicitly identified asset;

*  the Company has the right to obtain substantially all the economic benefits from the use of the asset throughout the contract term;

*  the Company has the right to direct the use of the asset.

The Company recognizes a right-of-use asset and a lease liability at the commencement date of the lease (i.e.: the date the underlying asset is available
for use).

Right-of-use assets are measured at cost, less accumulated depreciation and impairment losses, and are adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets consists of the initial amount of lease liabilities recognized, any initial direct costs incurred, and lease
payments made at or before the lease commencement date, minus any lease incentives received. Unless ownership of the leased asset is expected to
transfer to the Company at the end of the lease term, right-of-use assets are depreciated on a straight-line basis over the shorter of their estimated useful
life or the lease term. These assets are also subject to impairment assessments.

At the lease commencement date, the Company recognizes lease liabilities at the present value of lease payments over the lease term, discounted by the
interest rate implicit in the lease or, if unavailable, the Company's incremental borrowing rate. Lease payments include fixed amounts, variable
payments tied to an index or rate, expected residual value guarantees, and purchase options the Company is reasonably certain to exercise.

Following the commencement date, lease liabilities are adjusted to account for accrued interest and decreased by lease payments. The carrying amount
of lease liabilities is also remeasured when there is a modification, a change in the lease term, an adjustment to fixed lease payments, or a change in the
assessment regarding the purchase of the underlying asset.

The Company reports right-of-use assets under the property, plant, and equipment section of the consolidated statements of financial position, while
lease liabilities are disclosed within the lease obligations line item on the same statements.

The Company does not recognize right-of-use assets or lease liabilities for leases under twelve months without a purchase option or for low-value
assets. Payments on these short-term and low-value leases are expensed in the consolidated statements of operations and comprehensive loss.

Reclamation provisions

Asset retirement obligations (‘°‘AROs’”) arise from the development and construction of mining properties, processing plants and due to government
controls and regulations that protect the environment on the closure and reclamation of these mining properties and plants.

The major parts of the carrying value of AROs relate to:
* tailings closure and rehabilitation;
*  demolition of buildings and mine facilities;
*  ongoing water treatment; and
*  ongoing care and maintenance of closed mines.

The Company recognizes an ARO at the time of the environmental disturbance, or when a constructive obligation arise and the Company’ can reliably
estimate the timing and amount of expected cash flows to settle the obligation. When the ARO provision is recognized, the corresponding cost is
capitalized to the related item of property, plant, and equipment. Reclamation obligations that result from the extraction of ore in the current period are
included in the cost of inventories.

The timing of the actual environmental remediation expenditures is dependent on several factors such as the life and nature of the asset, the operating
license conditions and the environment in which the mine operates. Reclamation provisions are measured at the expected value of future cash flows
discounted to their present value using a US-dollar risk-free interest rate. AROs are adjusted each period to reflect the passage of time (accretion).
Accretion expense is recorded in finance costs for each period. Upon settlement of an ARO, the Company records a gain or loss if the actual cost
differs from the carrying amount of the ARO. Settlement gains or losses are recorded in the consolidated statements of operations and comprehensive
loss.
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Expected cash flows are updated to reflect changes in facts and circumstances. The principal factors that can cause expected cash flows to change are
the construction of new processing facilities, changes in the quantities of material in mineral reserves and mineral resources and a corresponding
change in the life of mine plan, changing ore characteristics that impact required environmental protection measures and related costs, changes in water
quality that impact the extent of water treatment required and changes in laws and regulations governing the protection of the environment.

Each reporting period, provisions for AROs are remeasured to reflect any changes to significant assumptions, including the amount and timing of
expected cash flows and risk-free interest rates. Changes to the reclamation provision resulting from changes in estimate are added to or deducted from
the cost of the related asset, except where the reduction of the reclamation provision exceeds the carrying value of the related assets in which case the
asset is reduced to $Nil and the remaining adjustment is recognized in the consolidated statements of operations and comprehensive loss.

Environmental remediation liabilities (‘‘ERLs’’) are differentiated from AROs in that ERLs do not arise from environmental contamination in the
normal operation of a long-lived asset or from a legal or constructive obligation to treat environmental contamination resulting from the acquisition,
construction, or development of a long-lived asset. The Company is required to recognize a liability for obligations associated with ERLs arising from
past acts. ERLs are measured by discounting the expected related cash flows using a risk-free interest rate. The Company prepares estimates of the
timing and amount of expected cash flows when an ERL is incurred. Each reporting period, the Company assesses cost estimates and other
assumptions used in the valuation of ERLs to reflect events, changes in circumstances and new information available. Changes in these cost estimates
and assumptions have a corresponding impact on the value of the ERLs. Any change in the value of ERLs results in a corresponding charge or credit to
the consolidated statements of operations and comprehensive loss. Upon settlement of an ERL, the Company records a gain or loss if the actual cost
differs from the carrying amount of the ERLs in the consolidated statements of operations and comprehensive loss.

The Company’s operations are subject to environmental regulations in Madagascar. As at the date of these consolidated financial statements, the
Company recognized an asset retirement obligation (AROs) but did not recognize any environmental rehabilitation obligation (ERLS).

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) because of a past event, it is probable that an outflow of
resources will be required to settle the obligation, and a reliable estimate can be made of the amount to settle the obligation. Where appropriate, the
future cash flow estimates are adjusted to reflect risks specific to the obligation. If the effect of the time value of money is material, 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. Where
discounting is used, the increase in the provision due to the passage of time is recognized as finance costs.

Impairment of long-lived assets

A cash generating unit (“CGU”) is defined as the smallest identifiable group of assets that can generate cash inflows that are independent from other
identifiable groups of assets. If an active market exists for the output produced by an asset or group of assets, that asset or group of assets shall be
identified as a CGU, even if some or all the output is used internally. At the end of each reporting period the Company assesses whether there is any
indication that long-lived assets other than goodwill may be impaired. If an indicator of impairment exists, the recoverable amount of the asset is
calculated to determine if any impairment loss is required. Whenever indicators of impairment exist, the recoverable amount of the asset is calculated
by management to determine if any impairment loss is required to be recorded. If it is not possible to estimate the recoverable amount of the individual
asset, assets are grouped at the CGU level for the purpose of assessing the recoverable amount. An impairment loss is recognized for any excess of the
carrying amount of the CGU over its recoverable amount which is the higher of the fair value less costs to sell and value in use. Impairment losses are
recorded in the consolidated statements of operations and comprehensive loss in the period in which they occur.

Any impairment charge that is taken on a long-lived asset other than goodwill is reversed if there are subsequent changes in the estimates or significant
assumptions that were used to recognize the impairment loss that result in an increase in the recoverable amount of the CGU. If an indicator of
impairment reversal has been identified, the recoverable amount of the asset is calculated to determine if any impairment reversal is required. The
recoverable amount is the higher of the fair value less costs of disposal (FVLCD) and value-in-use (VIU). A recovery is recognized to the extent the
recoverable amount of the asset exceeds its carrying amount. The amount of the reversal is limited to the difference between the current carrying
amount and the amount which would have been the carrying amount had the earlier impairment not been recognized and amortization of that carrying
amount had continued. The impairment reversal is allocated on a pro-rata basis to the existing long-lived assets of the CGU based on their carrying
amounts. Impairment reversals are recorded in the consolidated statements of operations and comprehensive loss in the period in which they occur.

Revenue

Revenue represents sales of Superflake® Graphite concentrate to third parties. The Company recognizes revenue when it transfers control of a product
to the customer. Delivery of the Superflake® Graphite concentrate is the only performance obligation. Revenues are measured based on the
consideration specified in the contract. Revenue is recognized upon the transfer of control over goods to the customer, which is determined by the
relevant Incoterms applicable to each delivery.
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Share-based compensation

The Company offers equity-settled awards such as stock options and cash-settled awards such as restricted share units to certain employees, officers
and directors of the Company through its Long-Term Incentive Plan (“LTIP”).

Stock options

The Company’s LTIP provides for the granting of options to directors, officers, employees and service providers to purchase common shares. Options
have exercise prices that are no less than the market price on the day prior to the date of grant. The fair value of these options is recognized in the
consolidated statements of operations and comprehensive loss or in the consolidated statements of financial position if capitalized as part of property,
plant and equipment over the applicable vesting period as a compensation cost. Any consideration paid by employees, officers or directors on exercise
of options or purchase of common shares is credited to share capital.

The fair value of share-based compensation is determined at the date of grant using the Black-Scholes valuation model. The fair value of share-based
compensation is only re-measured if there is a modification to the terms of the instrument, such as a change in exercise price or term. The fair value of
the share-based compensation is recognized as an expense over the expected vesting period with a corresponding entry to shareholders’ equity.

Restricted share units (RSUs)

The Company’s LTIP provides for the granting of restricted share units (“RSU”) to directors, officers, employees and service providers in lieu of cash
compensation. RSUs are subject to vesting requirements based on specific performance measurements by the Company. The cost of the RSUs is
measured at fair value on the grant date based on the closing market price of the Company’s common shares, on the trading day preceding the grant
date. The Company accounts for the RSUs as cash-settled as the holder has the option to exercise the RSU value in cash or equity, subject to agreement
by the Company.

The cost of cash-settled RSUs is recognized as a liability in the consolidated statement of financial position and as an expense in the consolidated
statement of operations and comprehensive loss over the vesting period. The liability is remeasured at fair value based on the closing market price of
the Company’s common shares at each reporting date, up to and including the settlement date, with changes in fair value recognized in the
consolidated statement of operations and comprehensive loss.

Income taxes

Income tax expense consists of current and deferred tax expense. Current and deferred tax are recognized in the consolidated statements of operations
and comprehensive loss except to the extent that it relates to items recognized directly in equity or other comprehensive loss.

Current tax is recognized and measured at the amount expected to be recovered from or payable to the taxation authorities based on the income tax
rates enacted or substantively enacted at the end of the reporting period and includes any adjustment to taxes payable in respect of previous years.

Deferred tax is recognized on any temporary differences between the carrying amounts of assets and liabilities in the consolidated financial statements
and the corresponding tax bases used in the computation of taxable income. Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply in the period when the asset is realized, and the liability is settled. The effect of a change in the enacted or substantively enacted tax
rates is recognized in statements of operations and comprehensive loss or in equity depending on the item to which the adjustment relates.

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 income will be available to allow all or part of the assets to be recovered.

Net loss per share

Basic net loss per share is calculated by dividing the net loss for a given period by the weighted average number of common shares outstanding during
that same period. Diluted net loss per share reflects the potential dilution that could occur if holders with rights to convert instruments to common
shares exercise these rights. The weighted average number of common shares used to determine diluted net loss per share includes an adjustment,
using the treasury stock method, for outstanding stock options.

Under the treasury stock method:
* the exercise of stock options and warrants is assumed to occur at the beginning of the period (or date of issuance, if later);
*  the proceeds from the exercise of stock options and warrants plus the future period compensation expense on stock options and warrants
granted are assumed to be used to purchase common shares at the average market price during the period,
» the shares are only included if the exercise price is below the average market price; and the incremental number of common shares (the
difference between the number of shares assumed issued and the number of shares assumed purchased) is included in the denominator of the
diluted net income loss per share calculation.
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Recently Issued Accounting Pronouncements

Certain pronouncements were issued by the IASB or the International Financial Reporting Interpretations Committee that are mandatory for
accounting years beginning on or after July 1, 2024. Other than as noted below, they are not applicable or do not have a significant impact on the
Company.

IFRS 18 “Presentation and Disclosure in Financial Statements”

In April 2024, IFRS 18 “Presentation and Disclosure in Financial Statements” was issued to achieve comparability of the financial performance of
similar entities. The standard, which replaces IAS 1 “Presentation of Financial Statements”, impacts the presentation of primary financial statements
and notes, including the statement of operations where companies will be required to present separate categories of income and expense for operating,
investing and financing activities with prescribed subtotals for each new category. The standard will also require management-defined performance
measures to be explained and included in a separate note within the consolidated financial statements. The standard is effective for annual reporting
periods beginning on or after January 1, 2027 and requires retrospective application. The Company is currently evaluating the impact of the
amendments on its consolidated financial statements.

Amendments to IFRS 9 and IFRS 7

In December 2024, the IASB issued Contracts Referencing Nature-dependent Electricity (Amendments to IFRS 9 and IFRS 7). The own-use
requirements in [FRS 9 were amended to include the factors an entity is required to consider for contracts to buy and take delivery of renewable
electricity for which the source of production of the electricity is nature-dependent. The hedge accounting requirements in IFRS 9 were amended to
permit an entity using a contract for nature-dependent renewable electricity with specified characteristics as a hedging instrument.

IFRS 7 was also amended to introduce additional disclosure requirements about contracts for nature-dependent electricity with specified characteristics
to enable investors to understand the impact of these contracts on a company’s financial performance and future cash flow. The amendments are
effective for annual periods beginning on or after January 1, 2026, with early adoption permitted. The Company is currently evaluating the impact of
the amendments on its consolidated financial statements.

In May 2024, the IASB issued Classification and Measurement of Financial Instruments (Amendments to IFRS 9 and IFRS 7). The amendments
clarify the date of recognition and derecognition of certain financial assets and liabilities, clarify and add further guidance for assessing whether a
financial asset meets the solely payments of principal and interest criterion, add new disclosures for financial instruments with contractual terms that
can change cash flows, and revise disclosure requirements for equity investments designated at fair value through other comprehensive income and
financial instruments with contingent features. The amendments are effective for annual periods beginning on or after January 1, 2026, with early
adoption permitted. The Company is currently evaluating the impact of the amendments on its consolidated financial statements.

4. Significant judgments, estimates and assumptions

The Company prepares its financial statements in accordance with IFRS Accounting Standards, which requires estimates, judgments, and assumptions
that affect reported asset, liability, revenue, and expense values. These estimates are inherently uncertain, and actual results may differ. Such estimates
impact the consolidated financial statements and may need adjustment as circumstances change. Revisions to estimates are recorded in the period
revised and future periods if applicable. Significant accounting judgments, estimates, and assumptions are continually reviewed.

Functional currency

The Company reviews its functional currency whenever changing circumstances affect its primary economic environment. This involves significant
judgment, given the impact of costs on operations and the main environments where the Company and its subsidiaries conduct business.

Assessment of impairment indicators of long-lived assets

The Company uses judgment to determine if there are indicators of impairment that would require testing. Factors considered include (i) significant
changes in the market value of the Company’s share price; (ii) variations in the quantity of recoverable resources and reserves; (iii) fluctuations in
commodity prices, capital, and operating costs; and (iv) adjustments in interest rates. As at June 30, 2026, the company did not identify an impairment
indicator. As at June 30, 2025, the company identified an impairment indicator as the market capitalization of the company was less than the carrying
amount of the net assets which triggered an impairment assessment.
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Carrying Values and Impairment Charges

In the event of an impairment indicator the Company estimates the recoverable amount of the assets to compare such estimated recoverable amount to
its carrying value. Calculating estimated recoverable amounts requires management to make estimates and assumptions relying on its judgment and
considering information available at the end of each reporting period. The company determined the recoverable amount of the Molo Mine CGU as at
June 30, 2025, based on a fair value less cost of disposal method using a discounted cash flow model. Calculating the recoverable amount of the Molo
Mine CGU requires management to make estimates and assumptions relying on its judgment and considering information available at that time. Key
assumptions used in the discounted cash flow model included: production volumes, future commodity prices, discount rate and operating costs.
Estimated quantities of Mineral Reserves and Mineral Resources production volumes and operating costs are based on information compiled by
qualified persons (management’s experts).

The Company considered the impact of changes in the most significant assumption to the estimated recoverable amount as follows:

Impairment Sensitivities Impact
Discount Rate (+10%) $ (37.70)
Flake Graphite Price (-10%) $ (34.04)

A 10% increase to the discount rate or a 10% decrease to the Flake Graphite Price would not have resulted in impairments for the Company.

The estimates and assumptions are subject to risk and uncertainty, and as such there is the possibility that changes in circumstances will alter these
projections, which may impact the recoverable amount of the assets. In such circumstances, some or all the carrying value of the assets may be further
impaired or the impairment charge reduced with the impact recorded in the consolidated statements of operations and comprehensive loss.

Asset retirement obligations

The Company recognizes asset retirement obligations based on a discounted cash flow forecast, which is developed by management in consultation
with an independent third party and utilizes observable market data where applicable. Included in the estimated obligations are a number of significant
assumptions made by management in determining closure provisions including the timing of reclamation activities and estimated future closure costs
for the Molo Graphite Mine site.

Development Stage Expenditures

Judgment is required to apply the Company's accounting policy for development stage expenditures, specifically in determining when technical
feasibility and commercial viability of mineral extraction are established. Key assessment factors include:

+  geological certainty of the deposit;

*  mine plans or economic models supporting extraction;
*  economic studies showing positive outcomes;

+ likelihood of obtaining permits;

*  board approval of project development.

Royalty obligation

The Company calculates its royalty obligation using a discounted cash flow forecast developed by management and based on the current life-of-mine
plan, which calculates estimated future revenues from the Molo Graphite Mine. The graphite price is a key assumption, and variations in this
assumption may significantly affect the measurement of the royalty obligation. The value of the royalty obligation is provided in Note 11 — Royalty
Obligation.

Commercial Production

A mineral processing plant is considered to have achieved commercial production when the plant, associated equipment and infrastructure are in the
condition necessary for it to operate as intended by management. In determining whether a processing plant, associated equipment and infrastructure
have achieved commercial production, the criteria considered include, but are not limited to, the following:

«  completion of a reasonable period of testing the plant and equipment;

»  ability to produce commercial product at the intended recovery rate and within the minimum sales specifications and impurity levels;

*  ability to sustain a minimum production run-rate consistently.

When a mineral processing plant, associated equipment and infrastructure enter the commercial production stage, depreciation commences and the
capitalization of construction, commissioning and ramp-up operating costs cease. Subsequently, normal production costs are capitalized to inventories
and abnormal costs expensed as incurred. Repair and maintenance costs incurred to sustain the processing plant capacity for a period longer than
twelve months are capitalized as sustaining capital expenditure under property, plant and equipment.
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Warrant derivative liability

The Company measures the fair value of the derivative liability using an option pricing model. This estimate requires determining the most appropriate
inputs to the valuation model including the expected life of the warrant, volatility and risk-free interest rate and making assumptions about them. The
value of the warrant liability along with the assumptions and model used for estimating fair value are disclosed in Note 19 - Warrant Derivative

Liability.
Going Concern Assumption

Management's going concern assessment involves significant judgment regarding the Company's ability to obtain additional funding through equity
financings, debt arrangements, strategic investments, government funding programs, project financing or other sources of capital. The assessment also
incorporates assumptions regarding the timing of future expenditures, the ability to manage discretionary spending, and the availability of alternative
financing sources to satisfy obligations as they become due.

5. Revenues

The Company recognized revenues generated by sales as follows:

Year Ended June 30, 2026 Year Ended June 30, 2025

Sales of Superflake® Graphite Concentrate $ 776,653 $ 714,837
Total Revenues $ 776,653 $ 714,837
6. Inventories

The consolidated balances were as follows:

As at June 30, 2026 As at June 30, 2025
Consumable materials $ 2,005,525 $ 2,256,031
Run-of-mine (ROM) stockpile 1,346,663 1,451,654
Superflake ® Graphite concentrate 1,995,342 2,305,442
Total Inventories $ 5,347,530 $ 6,013,127

For the year ended June 30, 2026, the 2025 ROM stockpile write-down was partially reversed by $213,844 (June 30, 2025: $851,655 write-down)
while the Superflake® Graphite Concentrate was written down by $10,944,500 (June 30, 2025: $2,835,502). The amounts are reflected in the
consolidated statements of operations and comprehensive loss. The cost of inventories recognized as cost of sales for the year ended June 30, 2026,

was $3,013,897 (June 30, 2025: $3,085,801).
7. Prepaid Expenses and Deposits

The consolidated balances were as follows:

As at June 30, 2026 As at June 30, 2025
Vendor Advances $ 1,956,595 $ 275,446
Insurance & Services 398,458 587,343
Deposits 505,034 —
Total Current Prepaid Expenses and Deposits 2,860,087 862,789
Deposits (non-current) $ — 3 889,184

Vendor Advances include prepaid expenses of $1,824,370 related to the Company’s planned battery anode facility (“BAF”) in the Industrial City of
Abu Dhabi (“ICAD?”), located in the United Arab Emirates (“UAE”).
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As of June 30, 2026, the carrying value of deposits was $505,034 (June 30, 2025: $889,184) and consists mainly of the remaining security deposit paid
on the Port Louis lease (Note 10). After the termination of the lease on May 31, 2025, $384,150 (net of fees) of the $889,184 security deposit was
reimbursed and the remaining balance of $505,034 is expected to be received within the next six months as BAF equipment stored in Mauritius is
transferred to the UAE.

8. Property, plant, and equipment

For the year ended June 30, 2026, the Company had additions of $803,527 (June 30, 2025: $16,808,900) and no capitalized development costs (June
30, 2025: $3,333,729). The additions for the year ended June 30, 2026, primarily represent costs incurred related to the updated Molo Phase 2
Technical Report and the recognition of a new ROU asset associated with the lease of a warehouse in Toliara for storage of Superflake® Graphite.
Additions for the year ended June 30, 2025, represent in part taking delivery of BAF equipment for $11,972,733.

For the year ended June 30, 2025, ramp-up and commissioning costs of the Molo Graphite Mine and processing plant were capitalized until the end of
Q3 2025. Capitalization ceased at the start of Q4 2025 as the decision was made to utilize the existing Molo plant for campaign production.
Accordingly, the capitalized Molo Graphite Mine plant costs were transferred from assets under construction to plant, and depreciation commenced.

Right-of-use Assets Under

Property Plant Equipment Assets Construction Total
As at June 30, 2024 $ 3,567,652 $ 7,886,795 $ 2,607,348 $ 21,091,718 $§ 34,667,112 $§ 69,820,625
Additions 226,424 163,242 146,951 — 16,272,283 16,808,900
Development costs — — — — 3,333,729 3,333,729
Transfers — 32,264,210 — — (32,264,210) —
Depreciation (8,943) (832,229) (470,032) (600,003) 1,246,369 (664,838)
Lease termination and write
off — — — (12,939,442) (4,089,318) (17,028,760)
Impact of foreign exchange 19,194 1,158,179 5,342 42,599 (830,186) 395,128
As at June 30, 2025 $ 3,804,327 $ 40,640,197 $ 2,289,609 $ 7,594,872 $ 18,335,779 $§ 72,664,783
Additions — — — 172,399 631,128 803,527
Transfers (17,870) 3,088,636 199,999 110,197 (3,380,962) —
Depreciation (156,885) (2,383,048) (518,976) (248,788) — (3,307,697)
Change in asset retirement
obligation (609,178) — — — — (609,178)
Impact of foreign exchange 168,381 1,866,544 97,927 327,530 147,826 2,608,208
As at June 30, 2026 $ 3,188,775 $ 43,212,329 $ 2,068,559 $ 7,956,210 $ 15,733,771 $ 72,159,643
Cost 3,821,774 41,962,064 3,397,173 7,903,596 18,335,779 75,420,386
Accumulated depreciation (17,447) (1,321,867) (1,107,564) (308,724) — (2,755,602)
As at June 30, 2025 $ 3,804,327 $ 40,640,197 $ 2,289,609 $ 7,594,872 $ 18,335,779 $ 72,664,783
Cost 3,380,945 46,939,087 3,735,783 8,409,275 15,733,771 78,198,861
Accumulated depreciation (192,171) (3,726,758) (1,667,224) (453,065) — (6,039,218)
As at June 30, 2026 $ 3,188,774 $ 43,212,329 $ 2,068,559 $ 7,956,210 $ 15,733,771 $ 72,159,643

No finance costs were capitalized for the year ended June 30, 2026, as part of assets under construction. For the year ended June 30, 2025, finance
costs were capitalized as part of assets under construction as follows:

* accretion of the royalty obligation of $1,158,612.

* accretion of the commercial production obligation of $66,006.

* accretion related to lease obligations of $1,170,590, and

* interest and accretion related to the Vision Blue drawdown credit facility of $227,975.

For the year ended June 30, 2026, no depreciation was capitalized as part of assets under construction. For the year ended June 30, 2025, depreciation
of $1,246,369 during the commissioning and ramp-up of the Molo Graphite Mine was capitalized as assets-under-construction.
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On June 2, 2025, the Company announced the relocation of the inaugural BAF from Mauritius to the Middle East. The Company decided to exercise
its option to terminate the Port Louis lease agreement on May 31, 2025, and withdrew its EIA application at no further cost (Note 10). The carrying
value of $12,939,442 of the Port Louis right-of-use asset was derecognized and offset against the lease liability. Each remaining asset was evaluated
separately, and certain capitalized studies and certain site-specific equipment linked to the Mauritius BAF facility of $4,089,318 was written off as at
June 30, 2025.

Non-graphite Exploration and Evaluation Expenditures
Since early 2012, the Company has focused its efforts on the Molo Graphite Mine and as such only a limited amount of work has been completed on

the Green Giant Vanadium Project, located in Madagascar, and the Sagar Project, located in Quebec. The associated exploration license fees are
expensed as incurred.

9. Accounts payable and accrued liabilities

The consolidated balances were as follows:

As at June 30, 2026 As at June 30, 2025

Accounts payable $ 981,669 $ 1,875,357

Accrued liabilities $ 4,870,775 $ 3,087,593

Total accounts payable and accrued liabilities $ 5,852,444 $ 4,962,950
10. Right-of-Use assets and lease obligations

The Company has recognized the following Right-of-Use (“ROU”) assets and lease obligations

*  On November 24, 2023, the Company signed a lease agreement for the Mauritius BAF at an industrial site in the port of Port Louis and
recognized a ROU asset and a lease obligation of $13,319,736 and capitalized legal costs of $20,000. The lease obligation was calculated using
an incremental borrowing rate of 11.5% based on an initial term of 20 years plus a renewal of 5 years. The lease payments were payable annually
in advance. The Company terminated the lease on May 31, 2025 and recognized a gain on disposal of right-of-use asset of $261,544.

*  On November 6, 2023, the Company signed a lease for an administrative office in Antananarivo (“Tana Office Lease”) and recognized a ROU
asset and lease obligation of $365,119. The lease obligation was calculated using an incremental borrowing rate of 11.5% based on an initial term
of 3 years. The lease payments are payable monthly in advance.

*  For the year ended June 30, 2024, the company recognized a lease obligation of $7,871,192 and a right of use asset for the energy services
agreement (“ESA”) with CrossBoundary Energy Madagascar (“CBE”). As of June 30, 2026, the carrying value of the lease obligation amounted
to $8,888,131 (June 30, 2025: $8,648,127). This contract is for the hybrid solar and thermal power plant, owned and operated by CBE, and for the
supply of all electricity to the Molo Graphite Mine. The lease obligation was calculated using an incremental borrowing rate of 13.8% based on an
initial term of 20 years plus a renewal of 5 years. The ESA requires the Company to purchase a minimum energy output of 11,200,000 kWh per
annum at a base tariff of $0.09051 per kWh (2025: $0.08830 per kWh) and subject to an annual 2.5% escalation which is equivalent to
approximately $1,013,727 per annum (June 30, 2025: $989,002). If the energy use exceeds this minimum annual kWh, the Company will pay the
same tariff per kWh for the excess, which is considered a variable lease payment. Monthly payments under the CBE agreement are based on
actual consumption and are subject to a contractual minimum annual payment. A top-up payment is made in November to the extent that
consumption-based payments fall below that minimum. Lease payments amounting to $899,431 were made during the year ended June 30, 2026
(June 30, 2025: $647,423). Total cash outflows made for the year ended June 30, 2026, for this lease was $1,143,517 (June 30, 2025: $1,005,002).
For the year ended June 30, 2026, no depreciation (June 30, 2025: $63,627), and no accretion expense (June 30, 2025: $1,170,590) were
capitalized in relation to this lease as Assets under Construction.

¢ On December 1, 2025, the Company entered into a lease agreement for a warehouse in Toliara and recognized an ROU asset and lease obligation
of $163,639. The lease obligation was calculated using an incremental borrowing rate of 11.5% based on an initial term of 2 years. The lease
payments are payable monthly in advance.
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The following table sets out the carrying amounts of lease obligations included in the consolidated statements of financial position and the movements
between the reporting periods:

CBE Power

Port-Louis BAF Facility Tana Office Toliara Total Obligations
As at June 30, 2024 $ 12,420,137 $ 8,482,539 § 301,233 ' $ — 21,203,909
Finance costs 1,424,501 1,170,590 26,408 — 2,621,499
Lease payments (863,384) (1,005,002) (143,839) — (2,012,225)
Remeasurement of lease liability 94,291 — — — 94,291
Lease termination (13,075,545) — — — (13,075,545)
Foreign exchange adjustments — — (2,076) — (2,076)
As at June 30, 2025 $ — 3 8,648,127 $ 181,726 $ — 3 8,829,853
Additions — — — 163,639 163,639
Finance costs — 1,139,435 12,920 9,636 1,161,991
Lease payments — (899,431) (157,239) (53,223) (1,109,893)
Foreign exchange adjustments — — 4,226 6,533 10,759
As at June 30, 2026 $ — 3 8,888,131 $ 41,633 $ 126,585 $ 9,056,349

The following table sets out the lease obligations included in the consolidated statements of financial position:

June 30, 2026 June 30, 2025
Current Non-current Total Current Non-current Total

Port-Louis BAF Lease — — — — — —
CBE Power Facility

Lease 1,060,097 7,828,034 8,888,131 1,267,183 7,380,944 8,648,127
Tana Office Lease 41,633 — 41,633 133,793 47,933 181,726
Toliara Lease 93,196 33,389 126,585 — — —
Total obligations $ 1,194,926 $ 7,861,423 $ 9,056,349 | $ 1,400,976 $ 7,428,877 $ 8,829,853

Future minimum lease payments required to meet obligations that have initial or remaining non-cancellable lease terms are set out in the following
table:

CBE Power
Port-Louis BAF Facility Tana Office Toliara
Within 12 months $ — 3 1,060,097 $ 41,633 $ 93,196
Between 13 and 24 months — 1,041,184 — 33,389
Between 25 and 36 months — 1,067,213 — —
Between 37 and 48 months — 1,113,846 — —
Between 49 and 60 months — 1,366,680 — —
Over 60 months — 22,206,388 — —
Total undiscounted lease obligations $ — 3 27,855,408 $ 41,633 $ 126,585

Short-term leases with a termination date of less than 12 months, and leases with variable payments proportional to the rate of use of the underlying
assets do not give rise to lease obligations. During the year ended June 30, 2026, the Company recognized expenses associated with short-term leases
0f $105,393 (June 30, 2025: $120,584) in the consolidated statements of operations and comprehensive loss.



NextSource Materials Inc.

Notes to the Consolidated Financial Statements

For the years ended June 30, 2026 and 2025

(All amounts expressed in US Dollars unless designated otherwise)

11. Royalty obligation

On February 8, 2021, the Company announced a financing agreement with Vision Blue for gross proceeds of $29.5 million consisting of private
placements and a royalty financing agreement. As part of the royalty financing agreement:
(a) the Company received the initial royalty funding of $8.0 million (less a $1.5 million royalty financing fee) on June 28, 2021, and received
the remaining $3.0 million on August 17, 2022.
(b) beginning on the biannual period ending June 30,2022, the Company must pay the greater of: (i) $825,000 (the “Minimum Repayment”) or
(i1) 3% of the gross sales revenues from graphite concentrate sales (the “GSR”). Once Vision Blue has received cumulative royalty payments
of $16.5 million, the Minimum Repayment will cease, and the royalty will only be based on the GSR. The Company has the option at any
time to reduce the GSR to 2.25% by paying $20 million to Vision Blue. Each of the biannual Minimum Repayments can be deferred by 12
months, subject to accrued interest of 15% per annum. The royalty payments are subject to 15% withholding tax; and
(c) Vision Blue received a royalty of 1.0% of the gross revenues from sales of vanadium pentoxide (“V,0s”) from the Green Giant Vanadium
Project for a period of 15 years following commencement of production of V,0s. The royalty payments are subject to 15% withholding tax.

On June 29, 2017, the Company recognized a royalty obligation at the fair value of $6.5 million, which was equal to the present value using an
effective discount rate of 13.8% of (1) the deferred $3.0 million royalty funding, (2) the minimum royalty payments, (3) the accrued interest on the
deferral of minimum royalty payments, and (4) the perpetual 3.0% GSR for the remaining 30-year life of mine for Phase 1. The discount rate was
determined at recognition by calculating the internal rate of return (IRR) of the expected cash flows. Upon recognition, a total of $169,279 of
capitalized legal fees was netted against the obligation resulting in an initial carrying value of $6,330,721. The carrying value of the royalty obligation
will be remeasured at each reporting period based on the changes in the expected timing of minimum payments under the royalty agreement, using the
original discount rate under the amortized cost method. On June 30, 2026, the obligation was remeasured at $13,004,013 (June 30, 2025: $10,592,366).

Total

As at June 30, 2024 $ 11,591,878
Accretion 1,578,580
Minimum repayments (1,897,500)
Remeasurement (680,592)
As at June 30, 2025 $ 10,592,366
Accretion 1,459,628
Minimum repayments (1,897,500)
Remeasurement 2,849,519
As at June 30, 2026 $ 13,004,013
June 30, 2026 June 30, 2025

Current portion of royalty obligation $ 1,897,500 $ 1,897,500
Long-term portion of royalty obligation 11,106,513 8,694,866
Total royalty obligation $ 13,004,013 $ 10,592,366

During the year ended June 30, 2026, the obligation increased due to accretion of $1,459,628 (June 30, 2025: $1,578,580) and a remeasurement of
$2,849,519 (June 30, 2025: $680,592). The remeasurement is the result of an increase in the estimated GSR, calculated based on the updated Molo
Phase 2 Technical Report, partially offset by repayments made during the year ended June 30, 2026, of $1,897,500 (June 30, 2025: $1,897,500).
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Future undiscounted minimum royalty payments including accrued interest on deferrals are set out in the following table:

Total
Within 12 months $ 1,897,500
Between 13 and 24 months 1,897,500
Between 25 and 36 months 1,897,500
Between 37 and 48 months 1,897,500
Between 49 and 60 months 1,897,500
Over 60 months 4,743,750
Total undiscounted minimum royalty payments $ 14,231,250

12. Borrowings

On January 30, 2025, the Company secured a drawdown credit facility of up to $20,000,000 with Vision Blue. The proceeds were used as needed to
progress the Company’s Battery Anode Facility strategy, support the continued development and growth of the Molo Graphite Mine, and for general
working capital purposes. The credit facility accrues interest at a rate of 15.0% per annum (inclusive of 25% withholding tax), compounded quarterly.
The credit facility is secured by share pledges of the Company's investments in the subsidiaries in Madagascar and Mauritius and by guarantees from
each of the subsidiaries that hold these assets and unsold inventory. The Facility was drawn in four equal tranches of $5,000,000, with the initial
tranche drawn in January 2025, two further tranches drawn during the three months ended June 30, 2025, and the final tranche drawn in July 2025.

On October 29, 2025, the Company announced it agreed to an extension and increase to its Vision Blue drawdown credit facility in the amount of a
further $10 million (the “Amended Facility”). On October 29, 2025, the Company drew down $5 million of the Amended Facility and on December
15, 2025, and February 2, 2026, the Company drew down an additional $5 million in two $2.5 million tranches. As of June 30, 2026, the Amended
Facility was fully drawn to the amount of $30 million.

During the year ended June 30, 2026, the Company received three advances from Vision Blue under the Amended Facility, totaling $15,000,000 (June
30, 2025: $15,000,000) which were recognized net of transaction costs of $173,439 (June 30, 2025: $425,102). As at June 30, 2026, the outstanding
amount of the loan is $33,673,059 (June 30, 2025: $15,437,022). Interest and accretion totaling $3,409,475 was recorded in the consolidated
statements of operations and comprehensive loss for the year ended June 30, 2026 (June 30, 2025: $437,022).

On February 9, 2026, and concurrently with the launch of the best-efforts private placement the Company entered into an amended and restated loan
facility agreement with Vision Blue (the “Restated Facility”) which increased the maximum capacity under the Amended Facility from $30 million to
$50 million. On February 24, 2026, the Company and Vision Blue entered into a consent agreement under which Vision Blue will commit to
advancing $5 million under the Restated Facility subject to the satisfaction of certain conditions precedent and will extend the maturity date under the
Amended Facility to the date that is 12 months plus one day from February 24, 2026. As at June 30, 2026, $20 million of the Restated Facility
remained undrawn, of which $5 million had been conditionally made available under the February 24, 2026 consent agreement. Advances under the
Restated Facility, including this $5 million, remain subject to satisfaction of the applicable conditions and Vision Blue’s express approval. There can
be no assurance that further advances will be made.

The Restated Facility requires the Company to maintain prescribed minimum liquidity, cash balances, and a maximum consolidated debt-to-equity
ratio, and a prescribed maximum trade payables days. Compliance is tested monthly, except for the debt-to-equity ratio, which is tested quarterly. The
Company was in compliance with all covenants throughout the year ended June 30, 2026.

The borrowings were classified as current at June 30, 2025 because they were payable on demand. Following the extension under the Restated Facility,
the borrowings become repayable on demand on February 25, 2027 and remain classified as current at June 30, 2026 because that date falls within
twelve months of the reporting date.

Total
As at June 30, 2024 $ —
Drawdowns 14,574,898
Interest and accretion 862,124
As at June 30, 2025 $ 15,437,022
Drawdowns 14,826,562
Interest and accretion 3,409,475

As at June 30, 2026 $ 33,673,059
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13. Commercial production obligation

On April 15, 2010, the Company signed a Sale and Purchase Agreement and a Mineral Rights Agreement (together “the Agreements”) with Capricorn
Metals (formerly Malagasy Minerals) to acquire the remaining 25% interest in the Molo Graphite Mine. Pursuant to the Agreements, a further cash
payment of C$1,000,000 is due within 30 days of the commencement of commercial production. On June 29, 2018, the Company recognized a
provision of $708,514 using a 13.8% discount rate based on an initial expectation of settlement on or around June 30, 2023. The provision was
recorded at amortized cost and capitalized as property under property, plant, equipment, and development. The obligation is expected to be settled
upon the declaration of commercial production of the Molo Graphite Mine.

On June 30, 2026, the obligation was remeasured at $314,095 (June 30, 2025: $536,127). For the year ended June 30, 2026, the Company recognized a
remeasurement gain of $282,870 (June 30, 2025: gain of $231,688). The reduction in the liability is attributable to the deferral of the estimated
commercial production date at the Molo Graphite Mine as a result the updated Technical Report.

As at June 30, 2026, if the commercial production date is brought forward by one year, the obligation would increase by $44,535, resulting in a closing
balance of $358,630. If it were deferred by one year, the obligation would decrease by $39,005, resulting in a closing balance of $275,090.

Total
As at June 30, 2024 $ 707,850
Accretion 68,119
Remeasurement gain (231,688)
Effect of foreign exchange (8,154)
As at June 30, 2025 $ 536,127
Accretion 75,325
Remeasurement gain (282,870)
Effect of foreign exchange (14,487)
As at June 30, 2026 $ 314,095

14. Asset retirement obligation

The Company has recognized provisions for asset retirement obligations at its Molo Graphite Mine. The provision for these obligations is based on an
independent third-party estimate. The estimate considered current disturbance and applicable regulations. The timing and future costs for site closure
and rehabilitation are uncertain and depend on several factors including but not limited to, changes in the life-of-mine plan associated with the updated
Technical Report. Closure activities will include the demolition of the processing plant and infrastructure, land rehabilitation, water treatment and
water treatment monitoring costs. The undiscounted closure and rehabilitation costs were estimated at $4,336,427 as at June 30, 2026 (June 30, 2025:

$3,640,166).

Total
As at June 30, 2024 $ 1,920,269
Accretion 90,720
Remeasurement loss 164,476
Effect of foreign exchange 16,721
As at June 30, 2025 $ 2,192,186
Accretion 57,113
Remeasurement gain (763,445)
Effect of foreign exchange 83,868
As at June 30, 2026 $ 1,569,722

As of June 30, 2026, the present value of estimated future cash flows required to settle the Company’s closure and decommissioning costs was
estimated at $1,569,722 (June 30, 2025: $2,192,186) using a long-term US Dollar risk-free interest rate of 2.34% (June 30, 2025: 2.31%). The
remeasurement gain of $763,445 (June 30, 2025: $164,476 loss) results mainly from the extension of the estimated life of mine based on the Technical
Report.
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15. Commitments

The Company is subject to contractual commitments related to royalties and the commercial production obligation as described in notes 11 and 13,
respectively.

On August 5, 2025, the Company and Mitsubishi Chemical Corporation (“MCC”) entered into a binding, multi-year offtake agreement (the “Offtake
Agreement”) for the supply of AAM to be produced from the Company’s SuperFlake® for use by a major original equipment manufacturer (“OEM”)
in the North American EV market. The Offtake Agreement is subject to certain conditions precedent, including the Company securing financing for
the construction of the UAE BAF, commencement of construction of the UAE BAF and commencement of production from the first production line
by an agreed date. On March 3, 2026, the Company announced that it had agreed with MCC to extend the timeline to satisfy certain conditions
precedent under the Offtake Agreement, providing additional flexibility through July 31, 2027, to satisfy financing, construction, commissioning and
first production milestones for the UAE BAF.

16. Share capital

As of June 30, 2026, the Company had 245,556,438 common shares issued and outstanding (June 30, 2025: 184,911,107). The Company’s common
shares have no par value, and the authorized share capital is composed of an unlimited number of common shares.

The following changes occurred during the year ended June 30, 2026:

(a) The Company recorded an increase in share capital of $16,368,367 in accordance with a “best efforts” private placement which offered
58,823,500 units of the Company at a price of C$0.425 per unit. Each unit is comprised of one common share and one-half of one common
share purchase warrant of the Company resulting in an increase of 58,823,500 of common shares.

(b) The Company recorded an increase in share capital of $432,281 and corresponding decrease in Share-based compensation liability for
1,821,831 RSUs settled in common shares during the year ended June 30, 2026.

The following changes occurred during the year ended June 30, 2025:

(a) On October 11, 2024, the Company closed the first tranche of a non-brokered private placement offering, issuing 27,728,100 common
shares of the Company at a price of C$0.53 per share for aggregate gross proceeds of $10,703,661 (C$14,695,893). The Company incurred
issuance cost of $82,294 for net proceeds of $10,621,367.

(b) On November 13, 2024, the Company closed a second and final tranche of the October 2024 announced non-brokered private placement
offering, issuing an additional 1,360,000 common shares of the Company at a price of C$0.53 per share for aggregate gross proceeds of
$524,990 (C$720,800). The Company incurred issuance cost of $48,410 for net proceeds of $476,580.

In total the non-brokered private placement resulted in the issuance of 29,088,100 common shares of the Company at a price of C$0.53 per
share for aggregate gross proceeds of $11,228,651 (C$15,416,693). The Company incurred issuance cost in total of $130,704 for net
proceeds of $11,097,947.
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17. Stock options

The Company determined the fair value of stock options using the Black-Scholes valuation model, which has several inputs including the closing
market price, the exercise price, compound risk-free interest rate, the Company annualized share price volatility, and the number of years until
expiration. The fair value is recorded in equity and expensed through the statements of operations and comprehensive loss over the vesting period.
Each stock option entitles the holder to purchase one common share of the Company at the respective exercise price prior to, or on its expiration date.

As of June 30, 2026, the Company had 2,700,000 stock options outstanding (June 30, 2025: 2,750,000) with a weighted average expiration of 6.07
years (June 30, 2025: 8.00 years) exercisable into 2,700,000 common shares (June 30, 2025: 2,750,000) at a weighted average exercise price of C$0.81
(June 30, 2025: C$0.89).

Exercise Price As at As at

Grant Date Vesting Date Expiration Date CS$ June 30, 2025 Awarded Cancelled June 30, 2026

May 28,2024  November 1, 2027 May 27,2034 0.89 1,000,000 — — 1,000,000
December 1,2024  December 1,2027  December 1, 2034 0.89 300,000 — — 300,000
December 1,2024  December 1,2025  December 1, 2032 0.89 200,000 — — 200,000
December 1,2024  December 1,2024  December 1, 2029 0.89 150,000 — — 150,000
December 1,2024  December 1,2024  December 1, 2029 0.89 150,000 — — 150,000
December 1, 2024 December 1, 2024 December 1, 2029 0.89 150,000 — — 150,000
December 1, 2024 December 1, 2024 December 1, 2029 0.89 150,000 — — 150,000
December 1, 2024  December 1,2027  December 1, 2034 0.89 650,000 — (650,000) —
November 06,2025 November 06,2025 November 05, 2030 0.54 — 150,000 — 150,000
November 06, 2025 November 06,2025 November 05, 2030 0.54 — 150,000 — 150,000
November 06, 2025 November 06, 2025 November 05, 2030 0.54 — 150,000 — 150,000
November 06, 2025 November 06, 2025 November 05, 2030 0.54 — 150,000 — 150,000
Total Stock Options Issued 2,750,000 600,000 (650,000) 2,700,000

On November 6, 2025, the Company granted 600,000 stock options with an exercise price of C$0.54 and a vesting date of November 6, 2025. The
options were valued on grant date at C$0.28 per option, totaling $168,755, based on a risk-free rate of 2.39%, a term of 5 years and annualized
volatility of 86.54%. The value of the options has been fully expensed for the year ended June 30, 2026.

For the year ended June 30, 2026, $333,502 (June 30, 2025: $310,140) was recognized as an expense in the consolidated statement of operations
related to the vesting of remaining share options.

18. Share-based compensation liability

The consolidated balances for cash-settled RSUs were as follows:

As at June 30, 2026 As at June 30, 2025

Current portion of RSU obligations $ 302,532 $ 57,228
Long-term portion of RSU obligations 201,263 32,479
Total RSU Liability $ 503,795 $ 89,707

As of June 30, 2026, the Company had 4,977,773 RSUs outstanding (June 30, 2025: 800,000) that are subject to vesting conditions. The RSUs have a
weighted average time until vesting of 1.09 years (June 30, 2025: 3.46 years).
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Vesting As at June

As at June 30,

Grant Date Vesting Date Expiration date Condition 30,2025 Awarded Settled Forfeited 2026
May 28, 2024 September 30, 2024  September 30, 2026 E 25000 — (25,000) — —
May 28, 2024 December 31, 2024 December 31, 2026 E 25,000 — (25,000) — —
May 28, 2024 March 31, 2025 March 31, 2027 E 25,000 — (25,000) — —
May 28, 2024 June 30, 2025 June 30, 2027 E 25,000 — (25,000) — —
May 28, 2024 September 30, 2025  September 30, 2027 E 25,000 — (25,000) — —
May 28, 2024 December 31, 2025 December 31, 2027 E 25,000 — (25,000) — —
May 28, 2024 February 1, 2025 February 1, 2028 E,V 41,666 — (41,666) — —
May 28, 2024 March 31, 2026 March 31, 2028 E 25,000 — (25,000) — —
May 28, 2024 May 1, 2025 May 1, 2028 E,V 41,666 — (41,666) — —
May 28, 2024 June 30, 2026 June 30, 2028 E 25,000 — — — 25,000
May 28, 2024 August 1, 2025 August 1,2028 E,V 41,666 — (41,666) — —
May 28, 2024 September 30, 2026  September 30, 2028 E 25,000 — — — 25,000
May 28, 2024 November 1, 2025 November 1, 2028 E,V 41,666 — (41,666) — —
May 28, 2024 December 31, 2026 December 31, 2028 E 25,000 — — — 25,000
May 28, 2024 February 1, 2026 February 1, 2029 E,V 41,666 — (41,666) — —
May 28, 2024 March 31, 2027 March 31, 2029 E 25,000 — — — 25,000
May 28, 2024 May 1, 2026 May 1, 2029 E,V 41,666 — (41,666) — —
May 28, 2024 June 30, 2027 June 30, 2029 E 25,000 — — — 25,000
May 28, 2024 August 1, 2026 August 1, 2029 E,V 41,666 — — — 41,666
May 28, 2024 November 1, 2026 November 1, 2029 E,V 41,666 — — — 41,666
May 28, 2024 February 1, 2027 February 1, 2030 E,V 41,666 — — — 41,666
May 28, 2024 May 1, 2027 May 1, 2030 E,V 41,666 — — — 41,666
May 28, 2024 August 1, 2027 August 1, 2030 E,V 41,666 — — — 41,666
May 28, 2024 November 1, 2027 November 1, 2030 E.V 41,674 — — — 41,674
November 5, 2025 September 30,2026  September 30, 2036 E — 1,859,558 —  (475,308) 1,384,250
November 5, 2025 September 30,2027  September 30, 2037 E — 1,859,558 —  (475,308) 1,384,250
November 5, 2025 September 30,2028  September 30, 2038 E — 1,859,580 —  (475,311) 1,384,269
November 5, 2025 November 28, 2025  November 28, 2035 E — 429,368 (429,368) — —
November 5, 2025 March 5, 2026 March 5, 2036 E — 967,467 (967,467) — —
April 21, 2026 September 30, 2026  September 30, 2036 E — 450,000 — — 450,000
Totals 800,000 7,425,531 (1,821,831) (1,425,927) 4,977,773

Legend: E - Vesting conditional on employment on vesting date, V - Variable vesting date.
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19. Warrant Derivative Liability

On February 9, 2026, the Company launched a “best-efforts” private placement of 58,823,500 units of the Company (the "Units") at a price of C$0.425
per unit for aggregate gross proceeds of $18,307,568 (C$24,999,988). The private placement was finalized on February 24, 2026, and each Unit is
comprised of one common share and one-half of one common share purchase warrant of the Company, resulting in the issuance of 29,411,750
warrants. Each warrant entitles the holder to acquire one common share (each a “Warrant Share”) at a price of C$0.55 per Warrant Share for a period
beginning 61 days following the Closing Date, February 24, 2026, and expiring 36 months following the Closing Date.

The Warrant Shares have been issued in a currency different from the Company’s functional currency and are considered a derivative financial liability
measured at fair value through the consolidated statement of operations and comprehensive income. The warrant derivative liability was initially
recognized at fair value on the issuance date. The fair value was determined using the Black-Scholes model, based on the following assumptions: 3-
year term, risk-free interest rate of 2.38% and implied annualized volatility of 49.44%.

The warrant derivative liability is remeasured at fair value on each reporting date. As at June 30, 2026, the fair value was determined using the Black-
Scholes model, based on the following assumptions: 2.65-year term, risk-free interest rate of 2.38% and annualized, historical volatility of 70.82%.

The fair value measurement of the warrant derivative liability is classified as a level 3 fair value measurement based on the use of historical share
prices to calculate the annualized volatility of a Warrant Share. Future volatility is an unobservable input.

The consolidated balances were as follows:

Total

As at June 30, 2025 $ —
Recognition of warrant derivative liability 1,939,201

Change in fair value 406,213

$ 2,345,414

As at June 30, 2026

The fair value of the warrant derivative liability is sensitive to changes in annualized, historical volatility of the Company’s share price. A 5 percentage
point increase in annualized volatility would increase the fair value of the warrant derivative liability by $226,217, which would result in a total change
in fair value of $632,430. A 5 percentage point decrease in annualized volatility would decrease the fair value of the warrant derivative liability by
$230,190, which would result in a total change in fair value of $176,023.

20. General and administrative expenses
Year Ended Year Ended
June 30, 2026 June 30, 2025
Payroll and salaries $ 3,526,912 $ 4,271,575
Severance costs — 204,617
Professional and legal 1,086,690 1,923,490
Consultants 342,832 729,723
General administration 536,096 907,896
Corporate travel 454,058 464,644
Public company expenses 164,250 255,422
Sales and marketing — 64,989
Insurance 171,822 74,405
Total $ 6,282,660 $ 8,896,761
21. Segment reporting

The Company has two operating segments, consisting of mine development and BAF development. The Company’s President and Chief Executive
Officer is the operating decision-maker and directs the allocation of resources to its segments.
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The Company’s reportable segments are presented as follows:

Year Ended June 30, 2026 Year Ended June 30, 2025
Mine BAF Total Mine BAF Total
Revenue 776,653 $ — 8 776,653 714,837 — 3 714,837
Cost of Sales 3,013,897 — 3,013,897 3,085,801 — 3,085,801
Expenses and other income
Exploration and evaluation expenses 68,875 — 68,875 31,379 — 31,379
Madagascar Government Royalties 18,461 — 18,461 16,362 — 16,362
?ggﬁfgamtg; E’If(ﬁgog)e”% plant, equipment and _ 11,627 11,627 122,097 542,741 664,838
Change in value of lease liability — — — — (171,954) (171,954)
Impairment of foreign VAT receivable 258,514 27,547 286,061 — 398,959 398,959
Impairment of Property Plant and Equipment — — — — 1,959,662 1,959,662
BAF evaluation costs — 5,217,955 5,217,955 — — —
Write-down of inventory to net realizable value 10,730,657 - 10,730,657 3.687.157 . 3.687.157
(note 6)
Realized foreign exchange loss 376 7,099 7,475 — — —
Unrealized foreign exchange loss/(gain) 1,570,183 (210) 1,569,973 — — —
Gain on disposal of right of use asset — — — — (261,544) (261,544)
Finance cost 59,393 — 59,393 — — —
Current Income Tax — — — — — —
Segment Loss (14,943,703)  (5,264,018) (20,207,721) (6,227,959)  (2,467,864)  (8,695,823)
Expenses and other income
General and administrative expenses (note 20) (6,282,660) (8,896,761)
Exploration and evaluation expenses (19,211) —
(Sillllzg)er;ltgsed compensation and RSU expense/ (832,616) 108,911
BAF evaluation costs — —
Depreciation of property, plant, equipment and (5.375) .
development (note 8) ’
g:\;,);i:;g]g;; ff property, plant, equipment and o (2,129.656)
Change in value of royalty obligation (note 11) (2,849,519) 680,592
Change in value of Warrants (406,213) —
Change in value of commercial production
obligftion (note 13) P 282,870 231,688
Realized foreign exchange loss (586,551) (472,446)
Unrealized foreign exchange loss/(gain) 2,179 (1,079,428)
Finance cost (4,944,430) (2,583,930)
Finance income 107,764 122,320
Loss before income taxes (35,741,483) (22,714,533)
Current income tax expense (1,290,133) (541,760)
Net loss (37,031,616) (23,256,293)
Other comprehensive loss
Translation adjustment for foreign operations 4,785,280 531,891
Net loss $ (32,246,336) $(22,724,402)
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The information by geographic region is as follows:

Madagascar Mauritius Canada UAE Total
Cash and cash equivalents $ 368,184 § 296,376 $ 10,967,222 $ — 3 11,631,782
Amounts receivable 205,374 — 82,321 — 287,695
Inventories (note 6) 5,347,530 — — — 5,347,530
Prepaid expenses and deposits (note 7) 262,074 — 268,609 1,824,370 2,355,053
Prepayments and deposits (note 7) 205,034 300,000 — — 505,034
Property, plant and equipment (note 8) 59,953,467 12,061,601 144,575 — 72,159,643
Total assets as at June 30, 2026 $ 66,341,663 $ 12,657,977 $ 11,462,727 $ 1,824,370 $ 92,286,737
Madagascar Mauritius Canada Total
Cash and cash equivalents $ 487,705 $ 333,442 $ 2,460,621 $ 3,281,768
Amounts receivable 88,706 21,847 372,896 483,449
Inventories (note 6) 6,013,127 — — 6,013,127
Prepaid expenses and deposits (note 7) 417,421 455 444913 862,789
Prepayments and deposits (note 7) 189,184 700,000 — 889,184
Property, plant and equipment (note 8) 60,684,386 11,967,934 12,463 72,664,783
Total assets as at June 30, 2025 $ 67,880,529 $ 13,023,678 $ 3,290,893 $ 84,195,100

Property, plant and equipment in Mauritius represent BAF equipment, currently in storage. Property, plant and equipment in Madagascar represent the
Molo Graphite Mine, processing plant, associated infrastructure and equipment. Madagascar mineral property included in Property Plant and
equipment, includes the mineral license for the Green Giant Vanadium project.

22. Related party transactions

Parties are related if one party has the direct or indirect ability to control or exercise significant influence over the other party in making operating and
financial decisions. Parties are also related if they are subject to common control or common significant influence. Related parties include the
Company subsidiaries, significant shareholders, and key management. Vision Blue is a significant shareholder that owns 47% of the common shares.
Key management consists of the Board of Directors, Chief Executive Officer, Chief Financial Officer, and Senior Vice Presidents. Related parties also
include companies controlled by key management. Related party transactions occur when there is a transfer of economic resources or financial
obligations between related parties. Related party transactions in the normal course of business that have commercial substance are initially measured
at fair value. Balances and transactions between the Company and its wholly owned subsidiaries have been eliminated and are not disclosed in this
note.

The following key management related party transactions occurred during the following reporting periods:

Year Ended June Year Ended June

30, 2026 30,2025
Payroll and benefits $ 2,304,837 $ 1,838,200
Management consulting fees — 358,627
Professional fees 59,104 —
Directors' fees 270,109 294,446
Share-based compensation 819,309 (108,911)

Total $ 3,453,358 $ 2,382,362
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The following key management related party balances existed at the end of the following reporting periods:

As at June 30, 2026 As at June 30, 2025

Amounts receivable $ 25,010 $ 21,029
Current portion of Share-based compensation liability 302,532 57,228
Long-term portion of Share-based compensation liability 201,263 32,479
Borrowings from Vision Blue 33,673,059 15,437,022
Current portion of royalty obligations 1,897,500 1,897,500
Long term portion of royalty obligations 11,106,513 8,694,866
Warrant liability to Vision Blue 1,384,548 —
Total $ 48,590,425 $ 26,140,124

During the year ended June 30, 2025, Vision Blue participated in the private placement offering completed on October 15, 2024, by subscribing to
15,582,300 common shares for gross proceeds of $5,992,323 (C$8,258,619). During the year ended June 30, 2026, Vision Blue participated in the
“best efforts” private placement completed on February 24, 2026, by subscribing to 27,944,464 units for gross proceeds of $8,700,645 (C$11,876,397).
Amounts receivable is for short-term loans to assist employees with the exercise of stock options and for relocation expenses. The royalty obligations
are owed to Vision Blue.

23. Capital management

There were no changes in the Company's approach to capital management during the year ended June 30, 2026. The Company’s investment policy is
to invest excess cash in low-risk financial instruments such as term deposits or by holding funds in high yield savings accounts with major Canadian
banks. The Company monitors compliance with the financial covenants under its borrowing arrangements as part of its capital management activities.
Details of these covenants and the Company’s compliance are disclosed in Note 12. To date, the Company has funded operations by raising equity,
issuing debt and obtaining royalty financing. The Company manages its capital structure (consisting of shareholders’ equity and debt obligations) on
an ongoing basis and in response to changes in economic conditions and risk characteristics of its underlying assets. Changes to the capital structure
can involve the issuance of new equity, obtaining working capital loans, construction financing, issuing debt, the acquisition or disposition of assets, or
adjustments to the amounts held in cash, cash equivalents and short-term investments.

As of June 30, 2026, the Company had cash and cash equivalents of $11,631,782 which is insufficient to fund its working capital requirements
(working capital equals current assets less current liabilities) as well as ongoing general and administrative costs and anticipated capital and operating
cash outflows. Upon completion of the “best-efforts” private placement on February 24, 2026, Vision Blue deferred the maturity date under the
Restated Facility for 12 months and 1 day following the Closing Date of February 24, 2026. Refer to Note 12 and Note 16. Since the revised maturity
date is within 12 months from the year end date of June 30, 2026, the Restated Facility is still classified as a current liability and included in the
working capital calculation.

24. Financial Instruments and Risk Management

Financial instruments are exposed to certain financial risks, which may include liquidity risk, credit risk, interest rate risk, commodity price risk, and
currency risk:

Liquidity risk

The following obligations have contractual maturities over the next twelve months and beyond:
*  Accounts payable and accrued liabilities, which are due within 30 days.
¢ Minimum repayments under the royalty agreement that are due semi-annually on June 30 and December 31.
*  Commercial production obligation that is due upon the declaration of commercial production at the Molo Mine.
*  Lease payment obligations that are due annually.
*  The Restated Vision Blue drawdown credit facility is an on-demand borrowing from February 25, 2027.

As of June 30, 2026, the Company had cash and cash equivalents of $11,631,782 (June 30, 2025: $3,281,768) to settle current liabilities of
$45,265,875 (June 30, 2025: $23,755,676).
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Contractual maturities of financial liabilities Due in the next Between 1-2 Between 2-5 More than S  Total contractual
12 months years years years cash flows
Accounts payable and accrued liabilities (note 9) $5,852,444 $ — 3 — — 3 5,852,444
Royalty obligation (note 11) $1,897,500 1,897,500 5,692,500 4,743,750 14,231,250
Commercial obligation repayments (note 13) — — — 884,956 884,956
Lease obligations (note 10) $1,194,9276 1,074,573 3,547,739 22,206,388 28,023,626
Share-based compensation liability (note 18) $302,532 126,661 74,602 — 503,795
Borrowings (note 12) $33,673,059 — — — 33,673,059
As at June 30, 2026 $42,920,461 $ 3,098,734 $ 9,314,841 $ 27,835,094 $ 83,169,130
For the year ended June 30, 2025:
Contractual maturities of financial liabilities Due in the next Between 1-2 Between 2-5 More than 5  Total contractual
12 months years years years cash flows
Accounts payable and accrued liabilities (note 9) $ 4,962,950 $ — 3 — 3 — 3 4,962,950
Royalty obligation (note 11) 1,897,500 1,897,500 1,897,500 10,436,250 16,128,750
Commercial obligation repayments (note 13) — 536,127 — — 536,127
Lease obligations (note 10) 1,400,976 1,315,116 1,267,183 24,076,472 28,059,747
Share-based compensation liability (note 18) 57,228 32,479 — — 89,707
Borrowings (note 12) 15,437,022 — — — 15,437,022
As at June 30, 2025 $ 23,755,676 $ 3,781,222 $ 3,164,683 $ 34,512,722 $ 65,214,303

Liquidity risk is the risk that the Company will not be able to meet its obligations associated with financial liabilities. Liquidity risk arises from the
Company’s financial obligations and in the management of its assets, liabilities, and capital structure. To minimize liquidity risk, the Company has
implemented cost control measures including a construction budget and the minimizing of discretionary expenditures unless the project has sufficient
economic or geologic merit. In managing liquidity, the Company’s primary objective is to ensure the entity can continue as a going concern while
obtaining sufficient funding to meet its obligations as they come due.

The Company's ability to continue operations and fund development is dependent on management's ability to secure additional financing. Although
management is actively pursuing additional funding, and while it has been successful at doing so in the past, there can be no assurance it will be able to
do so in the future. As such, the ability of the Company to raise additional funding to meet their obligations as they come due results in a material
uncertainty that may cast significant doubt regarding the Company's ability to continue as a going concern (Note 2).

The Company’s ability to meet its obligations as they become due depends on obtaining additional financing and/or an extension of the repayment
terms of its borrowings, which become repayable on demand on February 25, 2027. Although the Company completed an equity placement and
obtained an extension of its borrowing repayment terms during the year, further funding will be required to meet its obligations and planned
expenditures.

As at June 30, 2026, $20 million of the Restated Facility remained undrawn, including $5 million conditionally made available under the February 24,
2026 consent agreement. All additional advances remain subject to satisfaction of the applicable conditions and Vision Blue’s express approval.
Management continues to pursue additional financing; however, there can be no assurance that further advances, other financing or an additional
repayment extension will be obtained. These conditions give rise to the material uncertainty described in Note 2.

The Company manages this risk by regularly evaluating its liquid financial resources to fund current and long-term obligations and to meet its capital
commitments in a cost-effective manner. The main factors that affect liquidity include working capital requirements, capital-expenditure requirements,
and equity capital market conditions. The Company’s liquidity requirements are met through a variety of sources, including cash and cash equivalents,
debt, and equity capital markets. Additional funds will be required for general and administrative costs, general working capital, construction of the
UAE BAF, and development costs related to the operation and expansion of the Molo Mine.

Credit risk

The Company has credit risk arising from refundable taxes classified as amounts receivable as well as outstanding receivables from commercial sales.
The Company has credit risk arising from the potential for counterparty default on cash and cash equivalents held on deposit with financial institutions.
The Company manages this risk by ensuring that deposits are only held with large Canadian banks and financial institutions, whereas any offshore
deposits are held with reputable foreign financial institutions. The Company also limits the deposits held with foreign financial institutions.
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Interest rate risk

This is the sensitivity of the fair value or of the future cash flows of a financial instrument to changes in interest rates. The Company does not have any
financial assets or liabilities that are subject to variable interest rates other than the interest earned on cash balances held in Canadian banks, which is
subject to variable interest rate risk.

Commodity price risks

This is the sensitivity of the fair value of, and future cash flows, generated from its mineral projects to changes in commodity prices. The Molo Mine
property and assets under construction are carried at historical cost. As a result, the recoverability of the carrying values is exposed to commodity price
risks. The royalty obligation remeasurement includes an estimate of the present value of royalties paid on graphite revenues and as a result, is exposed
to graphite price risk with a sensitivity to a 10% change in graphite prices of 3.3%. Graphite does not have an established forward pricing or futures
market that could be used to hedge against this exposure. The Company manages this risk by monitoring mineral and commodity price trends to
determine the appropriate timing for funding the development, acquisition or disposition of its mineral exploration and development project.

Currency risk

This is the sensitivity of the fair value or of the future cash flows of financial instruments to changes in foreign exchange rates. The Company transacts
in currencies other than the US dollar, including the Canadian dollar, the Madagascar Ariary, the Euro, the British Pound Sterling, the Mauritius
Rupee, United Arab Emirates dirham and the South African Rand. The Company purchases services and has certain salary commitments in those
foreign currencies. The Company also has monetary and financial instruments that may fluctuate due to changes in foreign exchange rates. Derivative
financial instruments are not used to reduce exposure to fluctuations in foreign exchange rates. The Company is not sensitive to foreign exchange
exposure on revenues since it has not made commitments to deliver products quoted in foreign currencies. Since construction of the Molo Mine, the
Company is sensitive to foreign exchange risk arising from the translation of the financial statements of subsidiaries with a functional currency other
than the US dollar, whereby changes in the carrying amounts of certain assets, liabilities and equity are measured through other comprehensive loss.
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As at June 30, 2026, the Company had the following balances in foreign currency:

As at June 30, 2026

As at June 30, 2025

Cash and cash equivalents CAD 10,451,803 198,261
Cash and cash equivalents MGA 16,991 478,361
Cash and cash equivalents MUR 169,549 156,404
Amounts receivable CAD 82,321 56,176
Amounts receivable MGA 198,985 (15,668)
Prepaid expenses CAD 126,641 131,784
Prepaid expenses ZAR 9,276 —
Prepaid expenses MGA 207,408 630,656
Accounts payable and accrued liabilities CAD (489,604) (972,460)
Accounts payable and accrued liabilities MGA (1,740,713) (2,197,248)
Accounts payable and accrued liabilities MUR 28,063 111,749
Accounts payable and accrued liabilities GBP — 49,429
Accounts payable and accrued liabilities ZAR (107,833) (169,873)
Accounts payable and accrued liabilities EUR (27,3006) —
Accounts payable and accrued liabilities AED (1,082,571) —
Commercial production obligations CAD (314,095) (536,127)
Current portion of lease obligations MGA (1,194,926) (1,400,976)
Net foreign exchange exposure in USD 6,333,989 (3,479,532)
Impact of 10% increase in CAD/USD exchange rates CAD 985,707 (112,236)
Impact of 10% increase in MGA/USD exchange rates MGA (251,225) (250,488)
Impact of 10% increase in AED/USD exchange rates AED (108,257) —
Impact of 10% increase in MUR/USD exchange rates MUR 19,761 26,815
Impact of 10% increase in ZAR/USD exchange rates ZAR (9,856) (16,987)
Impact of 10% increase in EUR/USD exchange rates EUR (2,731) —
Impact of 10% increase in GBP/USD exchange rates GBP — 4,943
Total $ 633,399 $ (347,953)

As at June 30, 2026, the Company estimated that a 10% increase in the USD versus foreign exchange rates would result in a gain of $633,399
(June 30, 2025: loss of $347,953) and a 10% decrease in the USD versus foreign exchange rates would result in a loss of $633,399 (June 30, 2025:
gain of $347,953).
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25. Income Taxes

The reconciliation of the combined Canadian federal and provincial statutory income tax rate of 26.5% (2025 - 26.5%) to the effective tax rate is as

follows:
As at June 30, 2026 As at June 30, 2025
Net loss before tax $ (35,741,483) § (22,714,533)
Expected income tax recovery (9,471,493) (6,019,350)
Non-deductible expenses and other 1,738,968 304,970
Unrealized foreign exchange 415,465 286,010
Share based compensation 333,846 (5,890)
Change in value of warrant derivative liability 32,686 (61,400)
Difference in foreign tax rates 1,137,763 1,261,930
Foreign withholding tax 1,290,133 541,760
Change in tax benefits not recognized 5,812,765 4,233,730
Income tax expense $ 1,290,133 $ 541,760
Deferred Tax

Deferred tax assets and liabilities have been offset where they relate to income taxes levied by the same taxation authority and the Company has the

legal right and intent to offset. The following table summarizes the components of deferred tax:

As at June 30, 2026 As at June 30, 2025

Deferred tax assets

Lease liabilities $ 1,681,855 $ 1,518,970

Non-capital losses Canadian entities — —

Non-capital losses foreign entities — —

Property, plant and equipment 405,934 243,060
Subtotal of deferred tax assets $ 2,087,789 $ 1,762,030
Deferred tax liabilities

Right-of-use assets (1,681,855) (1,518,970)

Mineral Properties (405,934) (243,060)
Subtotal of deferred tax liabilities (2,087,789) (1,762,030)

Net deferred tax asset (liability)
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Unrecognized Deferred Tax Assets

Deferred taxes are provided because of temporary differences that arise due to the differences between the income tax values and the carrying amount
of assets and liabilities. Deferred tax assets have not been recognized in respect of the following deductible temporary differences:

As at June 30, 2026 As at June 30, 2025

Non-capital losses - Canadian entities $ 38,970,603 $ 35,311,840
Non-capital losses - non-Canadian 26,868,968 22,601,850
Property, plant and equipment 10,375,564 3,360,560
Royalty obligation 5,799,010 3,387,370
Share and debt issuance cost 2,988,876 1,783,160
Capital loss carry forward 49,117 51,160
Tax Credits 28,612 29,800
Reserves 14,417,710 3,687,060
$ 99,498,460 $ 70,212,800

The Canadian non-capital income tax losses expire as noted in the table below. Non-Canadian tax losses carried forward expire between 2026 and
2030. The capital losses carried forward can be carried forward indefinitely but can only be used to reduce capital gains. Investment tax credits expire
from 2026 to 2030. Share issue and financing costs will be fully amortized in 2026. The remaining deductible temporary differences may be carried
forward indefinitely. Deferred tax assets have not been recognized in respect of these items because it is not probable that future taxable profit will be
available against which the group can utilize the benefits therefrom.

As at June 30, 2026

2026 $ 772,433
2027 749,000
2028 757,471
2029 1,281,460
2030 1,805,755
2031 2,308,453
2032 1,925,132
2033 2,343,163
2034 1,866,106
2035 1,342,678
2036 and thereafter 23,818,953

$ 38,970,604

Although the Company redomiciled into Canada on December 27, 2017, the Company is treated as a United States corporation for United States
federal income tax purposes and is subject to United States federal income tax on its worldwide income. However, for Canadian tax purposes, the
Company is treated as a Canadian resident company for Canadian income tax purposes. As a result, the Company is subject to taxation both in Canada
and the United States.

26. Subsequent Events

On September 25, 2026, the Company entered into a binding share subscription agreement with Hanwa Co, Ltd. and the Japan Organization for Metals
and Energy Security, through their jointly owned investment vehicle, for a $30 million investment in exchange for a 15% interest in the Company’s
UAE BAF project. The Company will retain an 85% interest upon closing, which remains subject to customary closing conditions. No amounts have
been recognized in these consolidated financial statements in this regard.
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