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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of the interim
financial statements, they must be accompanied by a notice indicating that the financial statements have not been reviewed by
an auditor.

The accompanying unaudited condensed interim financial statements of the Company have been prepared by and are the
responsibility of the Company’s management.

The Company’s independent auditor has not performed a review of these financial statements in accordance with standards
established by the Chartered Professional Accountants of Canada for a review of interim financial statements by an entity’s
auditor.



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Expressed in Canadian Dollars)
(Unaudited — Prepared by Management)

October 31, 2023 January 31, 2023
ASSETS
Current
Cash $ 2,258,011 $ 1,070,508
Receivables 110,023 24,781
Prepaids 326,654 1,437
2,694,688 1,096,726
Non-current
Exploration and evaluation assets (Note 5) 8,250,050 2,767,459
Right of use asset (Note 6) - 21,590
TOTAL ASSETS $ 10,944,738 $ 3,885,775
LIABILITIES & SHAREHOLDERS’ EQUITY
Current liabilities
Accounts payable and accrued liabilities (Note 8) $ 217,171 $ 42,723
Lease liability (Note 6) - 22,296
217,171 65,019
Shareholders’ equity
Share capital (Note 7) 12,469,223 4,195,892
Reserves (Note 7) 1,231,889 177,300
Deficit (2,973,545) (552,436)
10,727,567 3,820,756
TOTAL LIABILITIES & SHAREHOLDERS’ EQUITY $ 10,944,738 $ 3,885,775
Nature and continuance of operations (Note 1)
Subsequent event (Note 13)
Authorized and approved by the Board of Directors on December 18, 2023.
“Ryan Arthur” “Michael Gheyle”
Director Director

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



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(Expressed in Canadian Dollars)

(Unaudited — Prepared by Management)

Three months Three months Nine months Nine months
ended ended ended ended
October 31, October 31, October 31, October 31,
2023 2022 2023 2022

EXPENSES
Accounting and audit fees (Note 8) $ - $ 15,000 $ 20,435 $ 25,446
Advertising and promotions (Note 12) 526,142 6,374 631,094 10,325
Consulting fees (Note 8) 101,379 20,534 201,735 20,534
Depreciation (Note 6) 5,397 2,699 21,590 2,699
Filing and transfer agent fees 15,904 16,039 43,698 21,204
Interest expenses (Note 6) 147 540 1,704 540
Interest income (8,622) - (8,622) -
Legal fees 85,272 89,970 358,004 176,801
Management fees (Note 8 and 12) 37,500 - 79,875 -
Office and miscellaneous 792 371 5,882 667
Share-based compensation (Note 7) 282,100 76,300 1,002,300 76,300
Travel 36,636 - 63,414 -
Net loss and comprehensive loss for the period $ (1,082,647) $ (227,827) $ (2,421,109) $ (334,516)
Weighted-average number of shares outstanding 43,281,734 12,527,357 23,697,401 5,548,344
Weighted-average loss per share — basic & diluted $ (0.03) $ (0.02) $ 0.10) $ (0.06)

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



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
(Expressed in Canadian Dollars)

(Unaudited — Prepared by Management)

Nine months ended

Nine months ended

October 31, 2023 October 31, 2022

Cash provided by (used in):
OPERATING ACTIVITIES
Net loss for the period $ (2,421,109) $ (334,516)
Items not involving cash:

Depreciation 21,590 2,699

Interest on lease 1,704 540

Share-based payments 1,002,300 76,300
Changes in non-cash working capital items:

Receivables (85,242) (18,554)

Prepaids (325,217) (1,437)

Accounts payable and accrued liabilities 174,448 115,797
Cash flows used in operating activities (1,631,526) (159,171)
INVESTING ACTIVITIES

Exploration and evaluation assets (1,452,591) (55,711)
Cash flows used in investing activities (1,452,591) (55,711)
FINANCING ACTIVITIES

Proceeds from issuance of common shares 4,493,660 5,000

Proceeds from exercise of options 40,000 -

Proceeds from exercise of warrants 3,400 -

Share issuance costs (241,440) (5,327)

Lease payments (24,000) -
Cash flows provided by (used in) financing activities 4,271,620 (327)
Change in cash 1,187,503 (218,209)
Cash, beginning of the period 1,070,508 1,549,969
Cash, end of the period $ 2,258,011 $ 1,331,760

Supplemental cash flow information (Note 11)

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



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)
CONDENSED INTERIM CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

(Expressed in Canadian Dollars)
(Unaudited — Prepared by Management)

Number of Share Shareholders’
Shares Share Capital Subscriptions Reserves Deficit Equity
Balance, January 31, 2022 2,001,000 $ 500,000 $ 1,050,000 $ - $ 31 $ 1,549,969
Plan of arrangement 6,466,934 3,068,765 - 101,000 - 3,169,765
Private placement 5,275,000 1,055,000 (1,050,000) - - 5,000
Share issue costs - (5,327) - - - (5,327)
Share-based payments - - - 76,300 - 76,300
Loss for the period - - - - (334,516) (334,516)
Balance, October 31, 2022 13,742,934 4,618,438 - 177,300 (334,547) 4,461,191
Number of Share Shareholders’
Shares Share Capital Subscriptions Reserves Deficit Equity

Balance, January 31, 2023 13,742,934 4,195,892 - 177,300 (552,436) 3,820,756
Private placement 19,029,510 4,493,660 - - - 4,493,660
Shares issued for property 7,900,000 3,757,000 - - - 3,757,000
Shares issued for finder’s fees 525,000 273,000 - - - 273,000
Exercise of options 200,000 73,911 - (33,911) - 40,000
Exercise of warrants 17,000 3,400 - - - 3,400
Share issuance costs - (327,640) - 86,200 - (241,440)
Share-based compensation - - - 1,002,300 - 1,002,300
Loss for the period - - - - (2,421,109) (2,421,109)
Balance, October 31, 2023 41,414,444 $ 12,469,223 $ - $ 1,231,889 $ (2,973,545) $ 10,727,567

Effective February 1, 2023, the Company consolidated its common shares on a 2:1 basis.

been retroactively restated to reflect the share consolidation.

All share and per share amounts in the consolidated financial statements have

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



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED OCTOBER 31, 2023 AND 2022

(Expressed in Canadian Dollars)

(Unaudited — Prepared by Management)

1.

NATURE AND CONTINUANCE OF OPERATIONS

Discovery Lithium Inc. (formerly ISM Resources Corp.) (the “Company” or “Discovery”) was incorporated under the
Business Corporations Act (British Columbia) on October 26, 2021 as a wholly-owned subsidiary of Ameriwest Lithium
Inc. (“Ameriwest” or the “Parent”). The Company changed its name to Discovery Lithium Inc. on September 1, 2023.

The Company’s corporate office and principal address is located at Suite 1450, 789 West Pender Street, Vancouver, BC,
Canada, V6C 1H2.

On March 31, 2022, Ameriwest and Discovery entered into an arrangement agreement pursuant to which it is proposed that
Discovery would, through a series of transactions, acquire all of Ameriwest’s gold assets on a tax deferred basis and would
itself be acquired by Ameriwest’s shareholders. At the conclusion of the transactions set out in the arrangement agreement,
each Ameriwest shareholder would hold the same number of Ameriwest shares as he, she or it held at the start of the
transactions, and approximately one quarter of that number of ISM shares. Ameriwest shareholders will thereafter directly
own the shares of Discovery in the same proportion, relative to each other, that they own their shares of Ameriwest.

As such, Discovery would obtain assets and a distribution of shareholders sufficient to obtain the intended subsequent
listing of its common shares for trading on the TSX Venture Exchange.

The arrangement agreement between Ameriwest and Discovery was completed on September 23, 2022. Under the terms of
the arrangement agreement, Ameriwest transferred its gold assets to the Company (Note 5), and Ameriwest’s shareholders
received one common share of the Company for every four common shares of Ameriwest held. A total of 7,467,434
common shares of the Company were issued pursuant to the arrangement agreement. Under the terms of the Arrangement,
there were also 318,750 stock options of the Company issuable to Ameriwest stock option holders and 381,652 warrants of
the Company issuable to Ameriwest warrant holders.

The mineral property interests acquired from Ameriwest were measured at fair value and, as the fair value of the Company’s
equity issued in exchange was not more readily determinable, and given the exploration stage nature of the assets acquired,
fair value was based on their current carrying amounts in the accounts of Ameriwest, as follows:

ESN $ 2,557,550
Koster Dam 137,877
Quet & Fire 51,792

$ 2,747,219

Their consideration recorded by the Company was allocated as follows:

Share capital $ 2,646,219
Reserves 101,000
$ 2,747,219

The allocation to reserves was based on the estimated aggregate fair value of outstanding Ameriwest options and warrants
converted to option and warrants of Discovery on a four to one basis. As all such stock options had previously vested to
their holders and substantially all holders were not expected to provide future services to Discovery, the related share-based
compensation comprised, in substance, a component of the consideration issued for the property interests rather than a
current operating expense of Discovery.

The allocation of $2,646,219 to share capital reflects solely the residual value associated with the difference between the
value of the assets acquired from Discovery and the reserves figure described above.

Discovery obtained assets and a distribution of shareholders sufficient to facilitate the intended listing of its common shares
for trading on the Canadian Securities Exchange (“CSE”). The Company’s shares are now trading on the CSE under the
stock symbol “DCLI”. The Company is also trading on the OTC under the symbol DCLIF and on the Frankfurt Stock
Exchange under the symbol Q3Q0.



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED OCTOBER 31, 2023 AND 2022

(Expressed in Canadian Dollars)

(Unaudited — Prepared by Management)

1. NATURE AND CONTINUANCE OF OPERATIONS (continued)

Effective February 1, 2023, the Company consolidated its common shares on a 2:1 basis. All share and per share amounts in
the financial statements have been retroactively restated to reflect the share consolidation.

The coronavirus, also known as “COVID-19”, has spread across the globe and is impacting worldwide economic activity.
Government authorities have implemented emergency measures to mitigate the spread of the virus. The outbreak and the
related mitigation measures may have an adverse impact on global economic conditions as well as on the Company’s
business activities. The extent to which the coronavirus may impact the Company’s business activities will depend on future
developments, such as the duration of the outbreak, travel restrictions, business disruptions and the effectiveness of actions
taken in Canada and other countries to contain and treat the disease. These events are highly uncertain and, as such, the
Company cannot determine their financial impact at this time.

These condensed interim consolidated financial statements have been prepared on a going concern basis, which assumes
that the Company will be able to realize its assets and discharge its liabilities in the normal course of business.

The continued operations of the Company are dependent on its ability to generate future cash flows or obtain additional
financing. Management believes that sufficient working capital will be obtained from external financing to meet the
Company’s liabilities and commitments as they become due, although there is a risk that additional financing will not be
available on a timely basis or on terms acceptable to the Company. These events and conditions create a material
uncertainty that may cast significant doubt upon the Company’s ability to continue as a going concern. The financial
statements do not include the adjustments that would be necessary should the Company be unable to continue as a going
concern and realize its assets and discharge its liabilities in the normal course of business. Such adjustments could be
material.

2. BASIS OF PREPARATION

These condensed interim consolidated financial statements have been prepared in accordance with International Accounting
Standards 34, Interim Financial Reporting (“IAS 34”) using accounting policies consistent with International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and interpretations of
the International Financial Reporting Interpretations Committee (“IFRIC”). The accounting policies and methods of
computation applied by the Company in these condensed interim consolidated financial statements are the same as those
applied in the Company’s annual financial statements as at and for the year ended January 31, 2023. The condensed
consolidated interim financial statements do not include all of the information required for full annual financial statements.
These condensed interim consolidated financial statements should be read in conjunction with the Company’s January 31,
2023 annual financial statements.

These condensed interim consolidated financial statements have been prepared on a historical cost basis, modified where
applicable. In addition, these financial statements have been prepared using the accrual basis of accounting, except for cash
flow information.

These condensed interim consolidated financial statements were authorized for issuance on December 18, 2023 by the
directors of the Company.

The functional currency of the Company and its subsidiaries is the Canadian dollar. These condensed interim consolidated
financial statements are presented in Canadian dollars, unless otherwise indicated.

Basis of Consolidation

These financial statements include the accounts of the Company and its 100% owned US subsidiary, ISM Resources
Nevada Corp., which was incorporated on February 15, 2022 and its 100% owned British Columbia, Canada subsidiary,
Discovery Lithium Holdings Inc. All significant inter-company transactions and balances have been eliminated on
consolidation.



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED OCTOBER 31, 2023 AND 2022

(Expressed in Canadian Dollars)

(Unaudited — Prepared by Management)

2. BASIS OF PREPARATION (continued)
Subsidiaries
Subsidiaries are entities controlled by the Company. Control exists when the Company possesses power over an investee,
has exposure to variable returns from the investee and has the ability to use its power over the investee to affect its returns.
Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line

with those used by the Company.

The subsidiaries of the Company are as follows:

Interest Interest

October 31, January 31,

Name of subsidiary Incorporation 2023 2023

Discovery Lithium Holdings Inc. British Columbia, Canada 100% N/A
ISM Resources Nevada Corp. Nevada, USA 100% N/A

3. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements requires management to make judgments, estimates and assumptions that affect the
application of policies and reported amounts of assets and liabilities, profit and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised if the revision affects only that period or in the period of the
revision and future periods if the review affects both current and future periods.

Significant assumptions about the future and other sources of estimation uncertainty that management has made at the end
of the reporting year that could result in a material adjustment of the carrying amounts of assets and liabilities in the event
that actual results differ from assumptions made, relate to, but are not limited to, the following:
Significant judgments
i) Impairment of exploration and evaluation assets
Assets or cash-generating units are evaluated at each reporting date to determine whether there are any indications of
impairment. The Company considers both internal and external sources of information when making the assessment of
whether there are indications of impairment for the Company’s exploration and evaluation assets.
ii) Going concern
The Company’s assessment of its ability to raise sufficient funds to finance operations involves significant judgments.
Estimates and assumptions are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.
iii) Functional currency
The determination of a subsidiaries’ functional currency often requires significant judgment where the primary

economic environment in which they operate may not be clear. This can have a significant impact on the consolidated
results of the Company based on the foreign currency translation method.



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED OCTOBER 31, 2023 AND 2022

(Expressed in Canadian Dollars)

(Unaudited — Prepared by Management)

3. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

iv) Arrangement agreement

The determination that the best representation of fair value in respect to the exploration and evaluation assets acquired
from Ameriwest, upon completion of the arrangement agreement, was their related deferred carrying amounts in the
accounts of Ameriwest.

Significant estimates and assumptions

)

Share-based compensation

Share-based compensation is determined using the Black-Scholes option pricing model based on the estimated fair value
of all share-based awards at the date of grant and is expensed to the statement of loss and comprehensive loss over each
award’s vesting period. The Black-Scholes option pricing model utilizes subjective assumptions such as expected price
volatility and expected life of the option. Changes in these input assumptions can significantly affect the fair value
estimate.

Economic recoverability and probability of future benefits of exploration and evaluation costs

The carrying value of exploration and evaluation assets and the likelihood of future economic recoverability of these
carrying values is subject to significant management estimates. The application of the Company’s accounting policy for
and determination of recoverability of capitalized assets is based on assumptions about future events or circumstances.
New information may change estimates and assumptions made. If information becomes available indicating that
recovery of expenditures is unlikely, the amounts capitalized are impaired and recognized as a loss in the period that the
new information becomes available. A change in estimate could result in the carrying amount of capitalized assets being
materially different from their presented carrying costs.

iii) Recognition of deferred income tax assets

Management is required to assess the recoverability of deferred income tax assets, which arise from the differences
between the carrying amount of assets and liabilities and their tax bases in accordance with IAS 12 Income Taxes, to
the extent that it is probable future taxable profits will be available against which the temporary differences can be
utilized.

4. SIGNIFICANT ACCOUNTING POLICIES

The policies applied in these condensed interim consolidated financial statements are consistent with policies disclosed
in Note 4 of the financial statements for the year ended January 31, 2023 and therefore should be read in conjunction
with the Company’s audited consolidated financial statements for the year ended January 31, 2023.



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED OCTOBER 31, 2023 AND 2022

(Expressed in Canadian Dollars)

(Unaudited — Prepared by Management)

5. EXPLORATION AND EVALUATION ASSETS

Route du Nord,
Lac Belanger,
Vaubert Lake Lac Ferland and

and Serindac Lac Robertson
Lake Claims, Claims, ESN, Koster Dam, Quet & Fire,
Canada Canada USA Canada Canada Total
Balance — January 31, 2022 $ - $ - $ - $ 146,720 $ 48,500 $ 195,220

Acquired from Ameriwest - - 2,557,550 (8,843) 3,292 2,551,999
Staking - - 7,838 - - 7,838
Consulting and professional - - 4,383 34,191 - 38,574
Geological & geophysical - - - 13,682 - 13,682
Reports and administration - - - 11,938 - 11,938
Write-off of assets - - - - (51,792) (51,792)

Balance — January 31, 2023 - - 2,569,771 197,688 - 2,767,459
Acquisition costs:
Cash 495,000 25,000 - - - 520,000
Shares 3,525,000 232,000 - - - 3,757,000
Staking, claim renewal - - 12,779 191 - 12,970
Finder’s fees paid 273,000 - - - - 273,000
Exploration costs:

Assays and analysis 350 - - - - 350
Fieldwork 672,840 - - 11,993 - 684,833
Geological services 54,179 3,500 77,000 - - 134,679
Reports and administration - - - 4,797 - 4,797
Travel and accommodation 76,426 18,536 - - - 94,962

Balance — October 31, 2023 $ 5,096,795 $ 279,036 $ 2,659,550 $ 214,669 $ - $ 8,250,050

The exploration and evaluation assets acquired from Ameriwest were measured at fair value. As the fair value of the Company’s equity ultimately issued in connection
with the Arrangement Agreement was not readily determinable, and given that there had been no substantive change in the ownership of the assets on their
acquisition, fair value was based on their current carrying amounts in the accounts of Ameriwest.



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED OCTOBER 31, 2023 AND 2022

(Expressed in Canadian Dollars)

(Unaudited — Prepared by Management)

5. EXPLORATION AND EVALUATION ASSETS (continued)
Serindac Lake and Vaubert Lake Claims

The Company entered into a definitive agreement (the “Agreement”) with various sellers (the “Sellers”) pursuant to which,
it has acquired, through its wholly-owned subsidiary, Discovery Lithium Holdings Inc., a 100% undivided legal and
beneficial interest in and to each of those certain Serindac Lake Claims (comprising 1,675 mineral claims) and Vaubert
Lake Claims (comprising 2,113 mineral claims) located in the under-explored Nunavik region of Northern Quebec.

In accordance with the terms and conditions of the Agreement, the Company acquired the claims from a group of Sellers in
consideration of: (i) a cash payment of $990,000 ($495,000 paid subsequent to July 31, 2023 at closing with the balance
being due and payable upon the earlier of six months from Closing and the completion by the Company of financings of at
least $2,000,000) to one of the Sellers; (ii) the issuance to the Sellers of an aggregate of 7,500,000 common shares of the
Company (issued subsequent to July 31, 2023 with a fair value of $3,525,000); and (iii) the granting of a 1% net smelter
return royalty to one of the Sellers. The Shares issued are subject to a voluntary pooling arrangement whereby one-third of
the Shares will be released from escrow every six months after the closing of the Acquisition (the “Closing”).

Route du Nord, Lac Belanger, Lac Ferland and Lac Robertson Claims

On September 19, 2023, the Company entered into a definitive agreement (the “Agreement”) with certain arm’s-length
vendors (the “Sellers”) to acquire a 100% undivided legal and beneficial interest in 303 mineral claims comprising
approximately 16,404 hectares located in the northern and eastern regions of Québec (the “Claims™), identified as the Route
De Nord, Lac Belanger, Lac Ferland and Lack Robertson properties. Pursuant to the Agreement, the Company has agreed to
make a cash payment of $25,000 (paid) and issue an aggregate of 400,000 common shares (issued with a fair value of
$232,000). The Shares are subject to a 10-month lock-up and the Sellers have agreed not to sell, dispose of or otherwise
transfer the Shares until released from lock-up, with 100,000 Shares released four months from the closing date of the
Acquisition and an additional 100,000 Shares released every two months thereafter. The Shares will also be subject to a
statutory hold period in accordance with applicable securities laws. Closing of the Acquisition remains subject to the
satisfaction or waiver of various closing conditions, including the receipt of all necessary regulatory approvals.

Koster Dam Property, Canada

On June 30, 2017, and later amended on October 26, 2018 and June 29, 2020, Ameriwest entered into an option and joint
venture agreement, later replaced by an amended and restated option and joint venture agreement (the “Amended
Agreement”), whereby Ameriwest was granted the option to acquire up to a 50% interest in 10 mineral claims in the Clinton
Mining Division of British Columbia (the “Property”). Pursuant to the Amended Agreement, Ameriwest was granted the
sole and exclusive right and option (the “Initial Option”) to acquire a 45% right, title and interest in the Property by
incurring a total of $110,495 of expenditures on the Property by October 1, 2020 and the sole and exclusive right and option
(the “Second Option”) to acquire an additional 5% right, title and interest in the Property by paying $50,000 in cash within
30 days of exercising the Initial Option.

If, during the term of the Amended Agreement and so long as the joint venture agreement is still in force, either party or any
of its affiliates stakes any interest in mineral claims or any other form of mineral tenure (the “AOI Tenure”) within two
kilometers around the perimeter boundaries of the Property or any part thereof (the Area of Interest or “AOI”) located
wholly or partly within the AOI, the acquiring party must give notice to the other party of such staking. If staking occurs
prior to the formation of the joint venture, the non-acquiring party may elect to require that such AOI Tenure be included in
and thereafter form part of the Property. If a non-acquiring party so elects and if the AOI Tenure was staked by Ameriwest
or any of its affiliates, the staking or acquisition costs shall constitute expenditures. If a non-acquiring party so elects and if
the AOI Tenure was staked by the third party or any of its affiliates, Ameriwest shall reimburse the third party for the
staking or acquisition costs and these costs will also constitute expenditures. If such staking occurs after formation of the
joint venture, the non-acquiring party may elect to require that such AOI Tenure be included in and thereafter form part of
the Property provided that it then holds a participating interest, excluding any interest in any royalty, in the Property. If the
AOI Tenure becomes part of the Property, the acquiring party shall be reimbursed its staking costs in proportion to its
participating interest and such reimbursement shall be deemed a cost of the joint venture.



DISCOVERY LITHIUM INC. (formerly ISM RESOURCES CORP.)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED OCTOBER 31, 2023 AND 2022

(Expressed in Canadian Dollars)

(Unaudited — Prepared by Management)

5. EXPLORATION AND EVALUATION ASSETS (continued)
Koster Dam Property, Canada (continued)

On September 30, 2020, Ameriwest notified the third party that it had completed the minimum expenditure required to
exercise the Initial Option and thereby acquired a 45% interest in the Koster Dam property.

On December 28, 2021, ISM, as transferee, entered into an Assignment and Novation Agreement (the “Koster Dam ANA™)
with Ameriwest, the transferor, and the third party, the Obligee. Pursuant to the Koster Dam ANA, Ameriwest assigned,
transferred, set over and conveyed all of its right, title, estate and interest in and to the Amended Agreement and all rights,
benefits, privileges and advantages of Ameriwest to be derived therefrom, to have and to hold the same unto ISM for its sole
use and benefit in the same manner and to the same extent as if ISM had been originally named as a party thereto instead of
Ameriwest.

On December 29, 2021, the third party and ISM (the “Participants”) entered into a Joint Venture Agreement (the “JV
Agreement”). Pursuant to the terms of the JV Agreement, each of the Participants will be liable for their share of costs
associated with the exploration, development or operation of the property, with each Participant’s share of costs being equal
to their interest in the property. At inception of the JV Agreement, ISM has a 45% interest in the joint venture.

Each Participant’s respective interest will not change so long as each Participant contributes its respective share of costs. At
any time after a Participant has elected not to contribute its share of costs, or loses its right to contribute its share of costs,
then that Participant’s interest will be reduced in accordance with the terms of the JV Agreement. If the interest of one of
the Participants is reduced to 10% or less, their remaining interest will be transferred to the other Participant, and the diluted
Participant’s interest will be converted to a royalty interest, being 3.0% of net profits.

Per the terms of the JV Agreement, the Participants will establish a Management Committee consisting of two members,
and two alternate members, representing each Participant. One member of the two members appointed by each Participant
will be appointed as a voting member, with their number of votes being equal to the interest held by that Participant.

Pursuant to the JV Agreement, the third party will act as the initial managing operator of the joint venture.
Quet & Fire Property, Canada

On December 2, 2021, Ameriwest and ISM entered into an Asset Transfer Agreement whereby ISM purchased from
Ameriwest a 100% interest in certain claims comprising the Quet & Fire Property for a nominal amount.

During the year ended January 31, 2023, the Company decided not to renew the claims comprising this property by
allowing them to lapse due to the inconsequential size and location of the claims and lack of interest in pursuing them
further. The Company wrote off the deferred costs associated with this property and recorded a write off of exploration and
evaluation assets on statement of comprehensive loss in the amount of $51,792.

ESN Property, USA

On February 18, 2022, Ameriwest and ISM entered into an Asset Transfer Agreement whereby ISM purchased from
Ameriwest a 100% interest in certain claims comprising the ESN Property for a nominal amount.

The claims making up the ESN Property are subject to an underlying production royalty based on the Net Smelter Returns
(“NSR”) from the production or sale of minerals from the property, at the rate of 2% of the NSR, with the Company having
the right to repurchase each 1% of the royalty at the rate of US$1,000,000 for each 1% within five years after the date of the
acquisition of the property.
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6. RIGHT OF USE ASSET / LEASE LIABILITY
Right of use asset

The right of use asset is depreciated on a straight-line basis over the term of the lease. For the period ending October 31,
2023, the depreciation of the right of use assets was $21,590 (2022 - $2,699).

Right of use asset, January 31, 2022 $ -

Additions 32,386

Depreciation of right of use asset (10,796)

Right of use asset, January 31, 2023 21,590

Depreciation of right of use asset (21,590)

Right of use asset, October 31, 2023 $ -
Lease liability

Effective October 1, 2022, the Company entered into an office and services rental agreement. The Company will pay $3,000
per month for a twelve-month period with the lease expiring on September 30, 2023.

The weighted average incremental borrowing rate applied when calculating the present value of the lease liability was 20%.
For the period ending October 31, 2023, interest on the lease liabilities was $1,704 (2022 - $540).

The continuity of the Company’s lease liability is as follows:

Lease liability, January 31, 2022 $ -
Additions 32,386
Accretion of interest 1,910
Payment of lease liability (12,000)
Lease liability, January 31, 2023 22,296
Accretion of interest 1,704
Payment of lease liability (24,000)
Lease liability, October 31, 2023 $ -

7. SHARE CAPITAL

The Company has authorized an unlimited number of common shares without par value.

For the period ended October 31, 2023

On March 7, 2023, the Company completed a non-brokered private placement of 10,000,000 units at a price of $0.15 per
unit for gross proceeds of $1,500,000. Each unit consists of one share and one common share purchase warrant. Each
warrant entitles the holder thereof to purchase one common share at an exercise price of $0.20 for a period of 24 months
from the date of issuance.

On March 8, 2023, the Company issued 50,000 common shares pursuant to an exercise of options at a price of $0.20 for
total proceeds of $10,000, and accordingly, the Company reallocated $8,478 of reserve to share capital.

On June 26, 2023, the Company issued 150,000 common shares pursuant to an exercise of options at a price of $0.20 for
total proceeds of $30,000, and accordingly, the Company reallocated $25,433 of reserve to share capital.
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7. SHARE CAPITAL (continued)

For the period ended October 31, 2023 (continued)

On July 31, 2023, the Company completed a non-brokered private placement of 3,333,365 units at a price of $0.30 per unit
for gross proceeds of $1,000,010. Each unit consists of one share and one common share purchase warrant. Each warrant
entitles the holder thereof to purchase one common share at an exercise price of $0.60 for a period of 24 months from the
date of issuance.

On August 7, 2023, the Company completed the acquisition of the Serindac Lake Claims and Vaubert Lake Claims by
issuing 7,500,000 shares with a fair value of $3,525,000 and paying $495,000.

On August 14, 2023, the Company completed a non-brokered flow-through private placement of 5,714,285 units at a price
of $0.35 per unit for gross proceeds of $2,000,000. Each unit consists of one flow-through share and one common share
purchase warrant. Each warrant entitles the holder thereof to purchase one common share at an exercise price of $0.70 for a
period of 24 months from the date of issuance. In connection with the closing of the offering, the Company paid $60,588 to
arm’s length finders and issued to such finders 173,109 finder’s warrants, at a price of $0.70 for two years. Subsequent to
closing, 18,140 units were returned to treasury.

On August 24, 2023, the Company issued 525,000 finder’s units to certain finders in connection with the acquisition of the
Serindac Lake Claims and Vaubert Lake Claims. The Finder’s Units are comprised of one common share of the Company
and one common share purchase warrant at a deemed price of $0.15 per Finder’s Unit. Each warrant entitles the holder to
purchase an additional common share of the Company at an exercise price of $0.60 per warrant share for a period of two
years.

On September 26, 2023, the Company issued 400,000 shares with a fair value of $232,000 in connection with the closing of
the acquisition of the Route du Nord, Lac Belanger, Lac Ferland, and Lac Robertson Claims. See Note 5.

During the nine months ended October 31, 2023, 17,000 share purchase warrants priced at $0.20 were exercised for gross
proceeds of $3,400.

The Company incurred $327,640 of share issue costs during the nine months ended October 31, 2023. These costs related to
the share issuances completed during the period.

For the year ended January 31, 2023

On September 23, 2022, the Company issued 7,467,434 common shares valued at $2,646,219 to the shareholders of
Ameriwest pursuant to the arrangement in relation to the acquisition of various gold assets (Notes 1 and 5).

On September 23, 2022, the Company completed a non-brokered private placement of 5,275,000 units at a price of $0.20
per unit for gross proceeds of $1,055,000. Each unit consists of one share and one common share purchase warrant. Each
warrant entitles the holder thereof to purchase one common share at an exercise price of $0.40 for a period of 24 months
from the date of issuance.

The Company incurred $5,327 of share issue costs during the year ended January 31, 2023. These costs related to the share
issuance completed on November 29, 2021.
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7. SHARE CAPITAL (continued)
Stock options

Under the Company’s stock option plan, the maximum number of shares that may be reserved for issuance is limited to 10%
of the issued and outstanding common shares of the Company at any time. Under the plan, the exercise price of an option
may not be less than the discounted market price. The options may have a maximum term of 5 years and be vested at the
discretion of the board of directors.

Weighted

Average

Number of Exercise

Options Price ($)
Outstanding at January 31, 2022 - -
Granted 768,750 0.26
Outstanding at January 31, 2023 768,750 0.26
Granted 2,400,000 0.43
Expired (25,000) 0.35
Exercised (200,000) 0.20
Outstanding at October 31, 2023 2,943,750 0.40

The weighted-average remaining contractual life of the options at October 31, 2023 was 3.38 years (January 31, 2023 —2.98
years).

Stock options outstanding as at October 31, 2023 is as follows:

Exercise price

&) Number of options Exercisable Expiry Date
0.20 250,000 250,000 September 23, 2025
0.35 106,250 106,250 April 30, 2026
0.35 25,000 25,000 August 16, 2026
0.35 162,500 162,500 February 9, 2027
0.40 1,850,000 1,850,000 June 27, 2028
0.51 550,000 550,000 October 16, 2028

2,943,750 2,943,750

During the nine months ended October 31, 2023, 25,000 stock options priced at $0.35 expired unexercised.

On June 27, 2023, the Company granted 1,850,000 stock options to a director, officer, and consultants of the Company.
These options have a value of $720,200, exercisable at a price of $0.40, expiring June 27, 2028.

On October 16, 2023, the Company granted 550,000 stock options to 2 directors of the Company. These options have a
value of $282,100, exercisable at a price of $0.51, expiring October 16, 2028.
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7. SHARE CAPITAL (continued)
Stock options (continued)

During the year ended January 31, 2023, as consideration for the arrangement agreement between Ameriwest and ISM
(Note 1), the Company granted the following options to officers, directors and consultants:

i) 25,000 stock options exercisable at a price of $0.35 expiring on June 21, 2023 and vested on the grant date. These
options were fair valued at $1,500 using the Black-Scholes option pricing model.

ii) 25,000 options exercisable at a price of $0.35, expiring on August 16, 2026 and vested on the grant date. These
options were fair valued at $4,400 using the Black-Scholes option pricing model.

iii) 162,500 options exercisable at a price of $0.35, expiring on February 9, 2027 and vested on the grant date. These
options were fair valued at $29,200 using the Black-Scholes option pricing model.

iv) 106,250 options exercisable at a price of $0.35, expiring on April 30, 2026 and vested on the grant date. These
options were fair valued at $18,200 using the Black-Scholes option pricing model.

On September 23, 2022, the Company granted 450,000 stock options to officers and directors of the Company. These
options have a value of $76,300, exercisable at a price of $0.20, expiring on September 23, 2025 and vested on the grant
date.

The fair value of the stock options recorded during the nine months ended October 31, 2023 was calculated using the Black
Scholes option pricing model for total share-based payment of $995,000 (October 31, 2022 - $76,300).

The fair value of the stock options recorded during the nine months ended October 31, 2023 and the year ended January 31,
2023 were calculated using the Black Scholes option pricing model. During the year ended January 31, 2023, the total
share-based payment was $129,600, of which $53,300 was accounted for as a component of the consideration issued for the
property interests in the arrangement agreement and $76,300 was recorded as share-based compensation. This was based on
the following assumptions with no expected dividends or forfeitures:

Nine months ended Year ended
October 31, 2023 January 31, 2023
Exercise price $0.40-0.51 $0.20 - $0.35
Expected life 5 years 0.74 — 4.38 years
Expected volatility 180.18-195.05% 139.26% — 165.59%
Risk-free interest rate 3.40-4.27% 3.38% — 3.74%
Warrants
Weighted
Average
Number of Exercise
Warrants Price ($)
Outstanding at January 31, 2022 - -
Issued 5,655,652 0.40
Outstanding, January 31, 2023 5,655,652 0.40
Exercised (17,000) 0.20
Issued 19,727,619 0.43
QOutstanding, October 31, 2023 25,366,271 0.42

The weighted-average remaining contractual life of warrants at October 31, 2023 was 1.47 years (January 31, 2023 — 1.65
years).
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7. SHARE CAPITAL (continued)
Warrants (continued)

Warrants outstanding as at October 31, 2023 is as follows:

Exercise price

(&) Number of warrants Expiry Date
0.35 380,652 September 23, 2024
0.40 5,275,000 September 23, 2024
0.20 9,983,000 May 7, 2025
0.60 3,333,365 July 31,2025
0.70 5,696,145 August 14,2025
0.70 173,109* August 14,2025
0.60 525,000%* August 24, 2025

25,366,271

*Broker’s warrants
**Finder’s warrants

On September 23, 2022, the Company converted 380,652 warrants with a value of $47,700 from the arrangement agreement
with an exercise price of $0.35 per share and expire on September 23, 2024.

On September 23, 2022, the Company issued 5,275,000 warrants related to a private placement. These warrants have an
exercise price of $0.40 per share and expire on September 23, 2024.

On May 7, 2023, the Company issued 10,000,000 warrants related to a private placement. These warrants have an exercise
price of $0.20 per share and expire on May 7, 2025. During the nine months ended October 31, 2023, 17,000 warrants have
been exercised.

On July 31, 2023, the Company issued 3,333,365 warrants related to a private placement. These warrants have an exercise
price of $0.60 per share and expire on July 31, 2025.

On August 14, 2023, the Company issued 5,696,145 warrants related to a private placement. These warrants have an
exercise price of $0.70 per share and expire on August 141, 2025. Additionally, 173,109 finder’s warrants with the same
terms were issued in connection with the private placement.

On August 24, 2025, 525,000 finders’s units were granted, with each warrant having an exercise price of $0.60 and expiring
on August 24, 2025.

The fair value of the warrants recorded during the nine months ended October 31, 2023 and the year ended January 31, 2023
were calculated using the Black Scholes option pricing model. This was based on the following assumptions with no
expected dividends or forfeitures:

Period ended Year ended
October 31, 2023 January 31, 2023
Exercise price $0.70 $0.35
Expected life 2.00 years 2.00 years
Expected volatility 203.31% 147.10%

Risk-free interest rate 4.72% 3.74%
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8. RELATED PARTY TRANSACTIONS

Key management personnel are the individuals responsible for planning, directing and controlling the activities of the
Company, and include both executive and non-executive directors, and entities controlled by such persons. The Company
considers all directors and officers of the Company to be key management personnel.

During the period ended October 31, 2023, the Company had the following transactions with related parties:
Nine Months ended October 31,

2023 2022
Key management compensation® $ $
Accounting services 2,000 -
Administrative/management fees 17,375 -
Consulting fees and salaries 102,500 2,388
Property exploration costs 55,000 -
Share-based payments 807,651 76,300
Total 984,526 78,688

All transactions with related parties have occurred in the normal course of operations and have been measured at the
exchange amount, which is the amount agreed by the related parties.

Included in accounts payable and accrued liabilities at October 31, 2023 is $Nil (January 31, 2023 - $15,250) owing to
officers of the Company for unpaid remuneration.

All amounts owing to related parties are unsecured, non-interest bearing and due on demand.
9. CAPITAL MANAGEMENT

The Company defines its capital as all components of shareholder’s equity. The Company’s objectives when managing
capital are to safeguard its ability to continue as a going concern.

In order to maintain its capital structure, the Company is dependent on equity funding and when necessary, raises capital
through the issuance of equity instruments, primarily comprised of common shares. The Company manages its capital
structure and makes adjustments to it in light of economic conditions. The Company, upon approval from its Board of
Directors, will make changes to its capital structure as deemed appropriate under the specific circumstances.

10. FINANCIAL INSTRUMENT AND RISK MANAGEMENT

Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy according to
the relative reliability of the inputs used to estimate the fair values. The three levels of the fair value hierarchy are:

Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities;
Level 2 — Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly; and
Level 3 — Inputs that are not based on observable market data.

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board of Directors
approves and monitors the risk management processes, inclusive of counterparty limits, and controlling and reporting
structures. The type of risk exposure and the way in which such exposure is managed is provided as follows:

(a) Credit risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to

incur a financial loss. The Company’s primary exposure to credit risk is on its cash held in bank accounts. The Company
has deposited the cash with its bank from which management believes the risk of loss is remote.
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10. FINANCIAL INSTRUMENT AND RISK MANAGEMENT (continued)
(b) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. There can
be no assurance of continued access to significant equity funding. As at October 31, 2023, the Company had cash of
$2,258,011 (January 31, 2023 - $1,070,508).

(¢) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will
affect the Company’s income or the value of its holdings of financial instruments. The objective of market risk management
is to manage and control market risk exposures within acceptable parameters, while optimizing the return. The Company
considers this risk to be minimal.

(d) Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes
in market interest rates. The Company is exposed to interest rate risk, from time to time, on its cash balances. Surplus cash,
if any, is placed on call with financial institutions.

(e) Commodity Price Risk

The ability of the Company to finance the exploration and development of its properties and the future profitability of the
Company is directly related to the market price of the primary minerals identified in its mineral properties. Mineral prices
fluctuate on a daily basis and are affected by a number of factors beyond the Company’s control. A sustained, significant
decline in the prices of the primary minerals or in the share prices of junior mineral exploration companies in general, could
have a negative impact on the Company’s ability to raise additional capital. Sensitivity to commodity price risk is remote
since the Company has not established any reserves or production.

11. SUPPLEMENTAL CASH FLOW INFORMATION

Significant non-cash transactions during the period ended October 31, 2023 included:
e $33,911 in reserves to share capital pursuant to the exercise of options
e $86,200 in reserves for finder’s warrants granted
e $1,002,300 in reserves for share-based compensation

12. COMMITMENTS

On June 6, 2023, the Company entered into an agreement with Invictus Investor Relations Inc. (“Invictus”), a professional
consultancy and investor relations firm. The initial term of the agreement is 12 months, with the option for either party to
terminate the agreement by providing 30 day’s prior written notice thereof. In accordance with the agreement, Invictus will
receive a monthly fee of $5,000, which was subsequently increased to $7,500 per month.

On June 1, 2023, the Company entered into a management services agreement with Zimtu Capital Corp. (“Zimtu”), whereby
Zimtu will provide all administrative and managerial services, including corporate maintenance, continuous disclosure and
corporate compliance services, to the Company at a rate of $12,500 per month. The initial term of the Services Agreement is for
12 months and will renew for an additional 12 month provided that neither party has given 30 day’s prior written notice of
termination thereof.

On June 1, 2023, the Company entered into a marketing agreement with Zimtu, whereby Zimtu will provide a cooperative
marketing program for ISM which will include investor presentations, Zimtu’s weekly news letter, investor lead generation,
social media, Rockstone Research, influencer marketing and video news releases at a rate of $12,500 per month. The initial
term of the Marketing Agreement is for 12 months and will renew for an additional 12 month provided that neither party has
given 30 day’s prior written notice of termination thereof.
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12. COMMITMENTS (continued)

The Company announced it has engaged Rumble Strip Media Inc. (“Rumble”), to provide services to the Company for an initial
term of six months, starting on June 1, 2023, in consideration for the Company making aggregate cash payments of
US$250,000 to Rumble, with an option to extend monthly upon mutual agreement and term completion.

The Company announced it has engaged Traktor Beam Media Strategies Inc. (“Traktor”) to provide services for an initial term
of 90 days starting on September 29, 2023, and can be extended by mutual agreement. The Company has provided Traktor with
an initial budget of US$12,500 per month, subject to change depending on the nature of the services requested by the Company
from time to time.

The Company announced it has engaged Oceanfront Consulting GmbH (“Oceanfront™) for an initial two-week term pursuant to
an agreement dated effective October 2, 2023. The term of the engagement can be extended by mutual agreement. In
consideration for providing marketing material distribution and email and social media marketing services to the Company, the
Company has agreed to pay Oceanfront €50,000 for the initial term.

The Company announced it has engaged UnityWest Capital Markets Ltd. (“UnityWest”) for an initial term of four months
starting on October 3, 2023, which can be extended by mutual agreement. In consideration for providing advertising, marketing
and corporate consultancy services to the Company, the Company has agreed to pay UnityWest C$10,000 per month and
provide UnityWest with a budget of C$10,000 per month to cover the costs associated with the services. The Company may
increase or decrease the monthly budget depending on the nature of the services requested by the Company from time to time.

13. SUBSEQUENT EVENTS

On November 7, 2023, the Company closed the first tranche of its non-brokered private placement of flow-through units of the
Company (“FT Units”). The Company issued an aggregate of 1,538,461 flow-through units at a price of $0.65 per FT Unit for
gross proceeds of $999,999.65 (the “First Tranche”), with each FT Unit comprising one common share of the Company issued
on a flow-through basis and one-half of one share purchase warrant (each whole warrant, a “Warrant”). Each Warrant is
exercisable to acquire one non-flow-through common share of the Company at a price of $0.75 per share for a period of 24
months from the date of issuance. In connection with closing of the First Tranche, GloRes Securities Inc. received a cash
finder’s fee of $70,000 and 107,692 finder’s warrants, with each such warrant exercisable to acquire one non- flow-through
common share of the Company at a price of $0.75 per share for a period of 24 months from the closing date of the First
Tranche. The gross proceeds received by the Company from the sale of the FT Units will be used to incur “Canadian
exploration expenses” that are “flow-through critical mineral mining expenditures” (as such terms are defined in the Income
Tax Act (Canada)) on the Company’s properties located in Québec. All securities issued in connection with the First Tranche
are subject to a hold period of four months and one day pursuant to applicable securities laws.

On November 27, 2023, the Company closed the second and final tranche of its non- brokered private placement of flow-
through units of the Company (“FT Units”). The Company issued an aggregate of 1,400,000 flow-through units at a price of
$0.65 per FT Unit for gross proceeds of $910,000 (the “Closing”), with each FT Unit comprising one common share of the
Company issued on a flow-through basis and one-half of one share purchase warrant (each whole warrant, a “Warrant”). Each
Warrant is exercisable to acquire one non-flow-through common share of the Company at a price of $0.75 per share for a period
of 24 months from the date of issuance. In connection with the Closing, GloRes Securities Inc. received 49,000 finder’s
warrants and Marquest Asset Management received a cash finder’s fee of $63,700 and 49,000 finder’s warrants, with each
finder’s warrant exercisable to acquire one non-flow-through common share of the Company at a price of $0.75 per share for a
period of 24 months from the date of the Closing. The gross proceeds received by the Company from the sale of the FT Units
will be used to incur “Canadian exploration expenses” that are “flow-through critical mineral mining expenditures” (as such
terms are defined in the Income Tax Act (Canada)) on the Company’s properties located in Québec. All securities issued in
connection with the private placement are subject to a hold period of four months and one day pursuant to applicable securities
laws.

On December 12, 2023, 30,000 share purchase warrants priced at $0.20 were exercised for gross proceeds of $6,000.
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