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DIRECTORS’ REPORT

The Directors present their report on BlackEarth Minerals NL (“BEM” or the “Company”) and its controlled entity
(the “Consolidated entity”) for the period from 15 March 2016 {date of incorporation} to 30 June 2017,

BOARD OF DIRECTORS

The names and details of the Consolidated entity’s directors in office during the financial period and until the
date of this report are as follows. Directors were in office for this entire period unless otherwise stated.

Phillip Hearse Non-Executive Chairman {appointed 13 April 2017)

Thomas Revy Managing Director (appointed 15 August 2016)

George Bauk Non-Executive Director (appointed 15 March 2016)

Barry Woodhouse  Director (appointed 15 March 2016, resigned 13 April 2017)
Adrian Griffin Director (appointed 15 March 2016, resigned 13 April 2017)

INFORMATION ON DIRECTORS

Phillip Hearse Non-Executive Chairman (appointed 13 April 2017)

Qualifications
MBA, BSc (Metallurgy), FAuUsiIMM

Experience

Mr Hearse is one of Australia’s most respected mining professionals with 40 years’ experience in diverse and
challenging projects around the world, His extensive career has taken him from operational and technical
support roles at Broken Hili, Bougainville Copper, Queensiand Nickel (QNI) and Gove Alumina to senior
executive and managerial positions. Phil founded and managed Normet Pty Ltd, one of Australia’s major
metallurgical and risk assessment companles for 18 years, He also held the key role of Director Advisory with
GRD Minproc Ltd (now Amec Foster Wheeler) from 2001 to 2005. Over the last 10 years, he has held
significant roles in the development of a number of projects globally including numerous graphite projects
located in both Australia and East Africa.

Other current directorships in listed entities

None
Thomas Revy Managing Director (appointed 15 August 2016)
Quulifications
BAppSc (Metallurgy), GradDipBus, MAusIMM
Experience

With more than 30 years’ experience within the resources industry Mr Revy is considered a corporate and
project development specialist, with an extensive international network in the mining sector. Holding senior
operational and corporate positions within reputable organisations including GRD Minproc, WorleyParsons
and Ferrum Crescent, Mr Revy was most recently appointed as Managing Director of BlackEarth Minerals NL
overseeing the development and listing of BEM on the Australian Securities Exchange.

Other current directorships In listed entities
Chairman — Empire Resources Limited
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DIRECTORS’ REPORT (Continued)

George Bauk Non-Executive Director (appointed 15 March 2016)

Qualifications
MBA, BBus

Experlence

Mr Bauk has more than 25 years’ mining industry experience including particular expertise in critical metals.
Regarded for his strategic management, business planning, establishment of high-performing teams and
capital-raising skills, he has held senlor operational and corporate positions with WMC Resources, Arafura
Resources and Indago Resources (formerly Western Metals). Since 2010, Mr Bauk has also been Managing
Director and CEO of Northern Minerals Limited, overseeing that company’s heavy rare earth project moving
to production in northern Australia.

Other current directorships in listed entities
Chalrman — Lithium Australia NL
Managing Director — Northern Minerals Limited

Barry Woodhouse  (Director, appointed 15 March 2016, resigned 13 April 2017)

Qualifications
BCom, Bl.aws, CPA, FCIS, FGIA

Experlence

Mr Woodhouse is a CPA and a Fellow of Governance Institute of Australia and has almost 30 years’ experience
in the junior mineral exploration, mineral production, mining services and manufacturing sectors in both
private and public companies in Australian and foreign jurisdictions. Mr Woodhouse has held roles including
CFO, Company Secretary, Director and Chairman,

Other current directorships in listed entities
None

Adrian Griffin (Director, appolinted 15 March 2016, resigned 13 April 2017)

Qualifications
Bsc(Honours), GSA,MAusIMM

Experfence

Mr Griffin has extensive experience in the resource sector accumulated over 35 years. He has held
directorships in a number of private and listed resource companies and has been responsible for operating
large integrated mining and processing facllities including the Bulong nickel-cobalt operation in the late
1990s. Mr Griffin has substantial experience in the mining industry in South Africa and in particular was
founder and technical director of Ferrum Crescent Ltd, a developer of iron ore In that country. Mr Griffin is

currently a director of Northern Minerals Limited, Parkway Minerals NL, and Reedy Lagoon Corporation
Limited.

Other current directorships in listed entities
Managing Director — Lithium Australia NL
Non-executive Director ~ Northern Minerals Ltd

Chairman ~ Parkway Minerals NL
Non-executive Director — Reedy Lagoon Corporation Ltd

COMPANY SECRETARY

Barry Woodhouse (Appointed 15 March 2016)
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DIRECTORS’ REPORT (Continued)

REVIEW OF OPERATIONS

BlackEarth Minerals NL was incorporated on 15 March 2016 and changed its name from Graphite Australla NL
on 24 January 2017,

The Company initially focused on a portfolio of graphite assets in Western Australia and on 21 February 2017,
the Company entered into a Share Sale and Purchase Agreement (the “agreement”) to acquire the share capital
of Madagascar Graphite Ltd. Madagascar Graphite Ltd hold the exploration rights to Capricorn Metals Ltd
{ASX:CMM) Madagascan graphite assets, These included 4 exploration licences in Maniry and 5 exploration
licences in lanapera, Completion of the agreement is subject to successful IPO.

During 2016/17 the Company undertook due diligence on a number of graphite opportunities in order to expand
Its project portfolio.

At 30 June 2017, BlackEarth Minerals NL had the following assets in Western Australia:

Donnelly River - 2 granted exploration licences in close proximity to historic graphite workings from the early
1900's.

Greenbhills - 4 granted exploration licences,

Northern Gully — 1 granted exploration licence with known graphite occurrences, assoclated with the Lady
Sampson Mine.

These projects were reviewed during the period in order to compile explaration plans, for execution post IPO.

BlackEarth Minerals NL is completing all necessary technical, legal, financial and regulatory requirements ahead
of an IPO in 2017,

The Company has assembled a Board and Management group that have the necessary corporate, project
development and graphite related technical skills and experience to deliver value for shareholders.

During the month of February 2017, the Company raised $545,000 by way of share placement as seed capital,

RESULTS OF OPERATIONS

The operating loss after income tax of the Consolldated entity for the period ended 30 June 2017 was $304,076.

No dividend has been paid during or is recommended for the financial period ended 30 June 2017.

FINANCIAL POSITION

The Consolidated entity’s working capital surplus, being current assets less current ilabilities was $260,013 at 30
June 2017.

In the Directors’ opinion, there are reasonabie grounds to believe that the Consolidated entity will be able to pay
its debts as and when they become due and payable. As at 30 June 2017, the Consolidated entity received
financlal support from Lithium Australia NL and will continue to receive such support for a period of at least 12
months from the date of the approval of such financial statements so as to allow the Consolidated entity to meet
its obligations as they fall due,

DIRECTORS’ MEETINGS

The number of meetings attended by each of the Directors of the Consolidated entity during the period from 15
March 2016 to 30 June 2017 was:
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DIRECTORS’ REPORT (Continued)

Board Meetings

Number held and Number

entitled to attend attended
Phillip Hearse 4 4
Thomas Revy 13 11
George Bauk 14 12
Barry Woodhouse (resigned 13 April 2017) 10 10
Adrian Griffin (resigned 13 April 2017) 10 10

ENVIRONMENTAL ISSUES

The Consolidated entity’s operations are subject to State and Federal laws and regulation concerning the

environment, Detalls of the Consolidated entity’s performance in relation to environmental regulation are as
follows:

The Consolidated entity’s exploration activities are subject to the various state and federal statutes relating to
mining and environmental protection, The Board believes that the Consolidated entity has adequate systems in
place for the management of its environmental requirements. The Consolidated entity aims to ensure the
appropriate standard of environmental care is achieved, and in doing so, that it is aware of and is in compliance
with all environmental legislation. The Directors of the Consolidated entity are not aware of any breach of
environmental legislation for the financial year under review.

PROCEEDINGS ON BEHALF OF THE CONSOLIDATED ENTITY

No person has applied for leave of Court to bring proceedings on behalf of the Consolidated entity or intervene
In any proceedings to which the Consolidated entity is a party for the purpose of taking responsibility on behalf
of the Consolidated entity for all or any part of those proceedings.

SHARE OPTIONS

At the date of this report, the unissued ordinary shares of BlackEarth Minerals NL under option are as follows:

Option Series Grant Date Grant Date  Date of Expiry Exercise Number under  Falr Value
Fair Value Price Option

Unlisted Series 1 22 June 2017 $0.01 22 June 2020 $0.30 750,000 $190

Unlisted Series 2 22 June 2017 $0.01 22 June 2020 $0.30 2,000,000 $101

2,750,000 $291

Performance Hurdles/Restrictions

Option Series Number of options  Hurdle
Unlisted Serles 1 750,000 1. No restriction or hurdles need to be met
Unlisted Series 2 2,000,000 1. One-year anniversary from IPO date
2. 2012 JORC Resources of 8mt @8% with a minimum grade 6% (total
tonnage 640,000t)

3. Reach $25m Market Cap

2,750,000
No new options have been issued subsequent to 30 June 2017.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

The Consolidated entity has not yet pald any premiums to insure Directors and Officers of the Consolidated
entity. .
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DIRECTORS’ REPORT (Continued)

REMUNERATION REPORT

The report outlines the remuneration arrangements in place for Directors and Key Management Personnel of
BiackEarth Minerals NL in accordance with the Corporations Act 2001 and its Regulations. For the purposes of
this report Key Management Personnel are defined as those having authority and responsibility for planning,
directing and coritrolling the major activities of the Consolidated entity, directly or indirectly.

Remuneration Policy

The board policy is to remunerate directors, officers and employees at market rates for time, commitment
and responsibilities. The Board determines payment to the directors and reviews their remuneration
annually, based on market practice, dutles and accountabliity. Independent external advice Is sought when
required. The maximum aggregate amount of directors’ fees that can be paid is subject to approval by
shareholders in general meeting, from time to time. Fees for non-executive directors are not linked to the
performance of the Consolidated entity.

The Consolidated entity’s aim Is to remunerate at a level that will attract and retain high-calibre directors,
officers and employees. Consolidated entity officers and directors are remunerated to a level consistent with
the size of the Consolidated entity,

The value of the options granted to key management personnel as part of thelr remuneration Is calculated as
at the grant date using a Black-Scholes pricing model. The amounts disclosed as part of remuneration for the
financial year have been determined by allocating the grant date value on a straight-line basis over the period
from grant date to vesting date.

There is currently no scheme to provide retirement benefits, other than statutory superannuation, to non-
executive directors.

Details of Remuneration for Period ended 30 June 2017

The remuneration for each director and of the executive officer of the Consolidated entity during the period was as
follows:
Directors and Executive Officers’ Emoluments

Short Term Benefits Post Employment Equity Other | Total
Salary, Fees & | Cash Non- Retirement | Options®
Supera;nuation Bonus | Monetary Superannuation Benefits Benefit 3
, Phillip Hearse ~ Non Executive Chairman?!

2017 | - | - 1 - ] - | ; | 10 | - | 190 |
Thomas Revy — Managing Director?

2017 73815 | - [ - | - [ - [ 718 | - [739m]
George Bauk — Non Executive Chairman®

207 | : - - | - - - - [ -]
Barry Woodhouse -Director and Company Secretary*

o[ - [ - [ - | - [ - [ ® ] - ]|
Adrian Griffin —Director® '

oo - | - [ - [ - [ - [ - [ -T1-]

L phillip Hearse was appointed as Non-Executive Chalrman 13 Aprii 2017,
2 Thomas Revy was appointed as Managlng Director 15 August 2016,
3 George Bauk was appointed as Non-Executive Director 15 March 2016.

4 Barry Woodhouse was appointed as Director 15 March 2016 and resigned 13 April 2017, Barry Woodhouse was appointed as
Company Secretary on 15 March 2016,

5 Adrlan Griffin was appointed as Director 15 March 2016 and resigned 13 April 2017,
5 For further detall, refer to note 23,
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DIRECTORS’ REPORT (Continued)

Directors’ interests in shares and options

The number of listed and unlisted options held by each KMP of the entity during the financial period is as
follows:

Balance Granted as Options Balance Total Total Total
15/03/2016 Compensation Exercised/ 30/06/2017 Vested Exercisable  Unexercisable
Expired 30/06/2017 30/06/2017 30/06/2017
P Hearse - 750,000 - 750,000 - - 750,000
T Revy - 1,500,000 - 1,500,000 - - 1,500,000
B Woodhouse ~ 500,000 - 500,000 - - 500,000
‘ - 2,750,000 - 2,750,000 - - 2,750,000

The number of ordinary shares held by each KMP of the entity during the financial period is as follows:

Balance Received as Options Net change Balance

15/03/2016 Compensation Exercised  Other 30/06/2017
P Hearse - - - 1,000,000 1,000,000
T Revy - - - 2,000,000 2,000,000
G Bauk - - - 500,000 500,000
B Woodhouse?! - - - 100,000 100,000
A Griffin? - - - 2,000,000 2,000,000

- - - 5,600,000 5,600,000

1 garry Woodhouse was appointed as Director 15 March 2016 and resigned 13 April 2017, Barry Woodhouse
was appointed as Company Secretary on 15 March 2016.

2 Adrian Griffin was appolnted as Director 15 March 2016 and resigned 13 April 2017,

The number of partly pald shares held by each KMP of the entity during the financial year Is as follows:

Balance Received as Options Net change Balance

15/03/2016 Compensation Exercised  Other 30/06/2017
P Hearse - - - 1,000,000 1,000,000
T Revy . - - 2,000,000 2,000,000
G Bauk - - . 500,000 500,000
B Woodhouse?! - - - 100,000 100,000
A Griffin2 - - - 2,000,000 2,000,000

- - - 5,600,000 5,600,000

* Barry Woodhouse was appolnted as Director 15 March 2016 and resigned 13 April 2017, Barry Woodhouse
was appointed as Company Secretary on 15 March 2016,

2 adrian Griffin was appointed as Director 15 March 2016 and resigned 13 April 2017,

Options Issued as Part of Remuneration

During the period ended 30 June 2017, the following share based payment options arrangements were in
existence with KMP:

Option Series Number Grant Date Grant Date  Expiry Date Exercise  Vesting Date
Granted Fair Value Price
Unlisted Series 1 Table A 750,000 22/06/2017 $0.01 22/06/2020 $0.30 22/06/2018
Unlisted Serfes 2 Table B 2,000,000 22/06/2017 $0.01 22/06/2020 $0.30 22/06/2019
2,750,000

There are no further service or performance criteria other than as listed above that need to be met in relation
to unlisted options granted before the beneficial interest vests in the recipient.

Table A Serles 1 - During the period, the following KMP became entitled to options with a falr value of $0.01
per unit.

Series 1 Table A Number Granted Number Vested % of Grant Vested % of Grant Forfelted
P Hearse 750,000 - 0% 0%
750,000
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DIRECTORS’ REPORT (Continued)

These options cannot be exercised prior to the vesting date. The vesting date has not been met at reporting
date.

Table B Series 2 - During the period, the following KMP became entitled to options with a fair value of $0.01
per unit.

Series 2 Table B Number Granted Number Vested % of Grant Vested % of Grant Forfeited

T Revy 1,500,000 - 0% 0%
B Woodhouse 500,000 ' - 0% 0%
2,000,000
SUBSEQUENT EVENTS

(a) On 11 July 2017, the Consolidated entity sought and obtained shareholder approval for the cancellation of
19,000,000 ordinary shares and 9,000,000 partly paid shares.

(b) On 17 July 2017, the Consolidated entity issued 1,000,000 ordinary fully paid shares to Lithium Australia for
the purchase of tenements.

(c) On 17 July 2017, the Consolidated entity issued 1,000,000 partly paid shares (at $0.0001 paid per share and
$0.2499 unpaid per share) to Greyhound Investments Pty Ltd.

(d) ©On 21 July 2017, the Company and Capricorn Metals Ltd agreed for an extension of the end date of the
agreement dated 21 February 2017, to 30 November 2017. For further information please refer to note 18.

(e) The Company also has the following tenements under application or renewal:

Yalbra — 1 exploration licence pending
Maniry — 2 exploration licences pending

Other than as listed above, there have not been any other material events subsequent to the end of the reporting
date and the date of this report that have not been included in this financial report.

AUDITOR’S INDEPENDENCE DECLARATION

Section 307C of the Corporations Act 2001 requires our auditors, William Buck Audit (WA) Pty Ltd, to provide the
directors of the Consolidated entlty with an Independence Declaration in relation to the audit of the financial
report, This Independence Declaration is set out on page 9 and forms part of this directors’ report for the perlod
ended 30 June 2017,

This report hasieen made in accordance with a resolution of the Board of Directors.

oA .

Thomas Rev
Managing Director

Dated at Perth this 17'" day of August 2017
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AUDITOR’S INDEPENDENCE DECLARATION UNDER SECTION 307C OF THE
CORPORATIONS ACT 2001 TO THE DIRECTORS OF BLACKEARTH MINERALS NL

| declare that, to the best of my knowledge and bellef during the perlod ended 30 June
2017 there have been:

— no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

— no contraventions of any applicable code of professional conduct in relation to the
audit,

V\)‘l“\w\ %b(k

William Buck Audit (WA) Pty Ltd
ABN 67125012124

Confey Manifis
Dirgctor
Dated this 17t day of August, 2017

Willlam Buck [s an assoclation of Independant {irms, each trading Under the name of Willlam Buck acrass
I\usualln and Now Zealand with affiliated offices worldwide, Ltabllity limited by a scheme approved under
ds Legfstation other than for acls or omisslona of financlal services licensees.

»s William Buck

CHARTERED ACCOUNTANTS
& ADVISORS

Level 3, 16 Labouchere Road
South Perth WA 8151

POBox 748
South Perth WA 8951

Telephone: +61 8 6436 2868
williambuck.com

s,

ASSOCIATE

BLODAL ALLIANCE OF
o II ENT FIRMS




CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME

For the Period Ended 30 June 2017

Continuing Operations
Other Revenue

Adminlistration costs

Exploration and evaluation costs written off

Depreciation and amortisation
Financing costs
Other expenses

Loss before income tax

Income tax expense

Loss after income tax from continuing operations

Other comprehensive income, net of income

tax

Total comprehensive income for the period

Notes

5 {a)

5 (b)

Perlod From
15 March 2016 to
30 June 2017

$

813
(261,368)
(41,606)
(662)

{2)
{1,250)

(304,076)

(304,076)

(304,076)

The above statement of profit or loss and other comprehensive income should be read In conjunctlon with the accompanying notes.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 30 June 2017
30 June 2017

Note $
Currant Assets
Cash and cash equivalents 7 340,188
Trade and other receivables 8 27
Total Current Assets 340,215
Non Current Assets
Other assets 9 75,000
Property, plant and equipment 10 1,803
Total Non Current Assets 76,803
TOTAL ASSETS 417,018
Current Liablilities
Trade and other payables i1 80,202
Total Current Liabilitles 80,202
TOTAL LIABILITIES ) . 80,202
NET ASSETS 336,816
Equity
Issued capital 12 640,601
Reserves 13 291
Accumulated losses (304,076)
TOTAL EQUITY 336,816

The above statement of financial position should be read in confunction with the accompanylng notes.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the Period Ended 30 June 2017

Share Based Accumulated

Issued capital Payment Total
losses
Reserve

$ $ $ $

Balance at 15 March 2016 - - - -

Loss for the period - - (304,076) (304,076)
Other comprehensive income for the period, net of

Income tax - - - -

Total comprehensive loss for the perlod - - (304,076) (304,076)

Issue of shares 660,151 - - 660,151

Capital raising costs (19,550) - - {19,550)

Issue of options - 291 - 291

Balance at 30 June 2017 640,601 291 (304,076) (336,816)

The above statement of changes In equity should be read In conjunction with the accompanying notes

Page 12



CONSOLIDATED STATEMENT OF CASH FLOWS
For the Period Ended 30 June 2017

Cash Flows from Operating Activities
Payments to suppllers and employees
Payments for exploration and evaluation
Interest received

Net cash used in operating activities

Cash Flows from Investing Activitles
Purchase of property, plant and equipment
Payment for acquisition of subsidiary

Net cash used In investing activities

Cash Flows from Financing Activities
Proceeds from issue of shares
Payment for capltal ralsing costs

Net cash generated by financing activities

Net Increase in cash held
Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

The above statement of cash flows should be read In conjunction with the accompanying notes,
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Note

14

Period from
15 March 2016 to
30 June 2017

$

(191,552)
(40,420)
813

(231,159)

(2,465)
(75,000)

(77,465)

658,902
(10,089)

648,812

340,188

340,188




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017

These consolidated financlal statements and notes represent those of BlackEarth Minerals NLand its controlled entity {the “Consolidated
entity”). BlackEarth Minerals NL is a no liability company, Incorporated and domictled in Australia,

The Consolidated entity Is a for-profit entity for financial reporting purposes under Australian Accounting Standards, The financlal
statements for the period ended 30 June 2017 were approved and authorised for Issue by the Board of Directors on 17 August 2017,

1.

(a)

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of the materlal accounting policies adopted by the Consolidated entity in the preparation of the
financial report, The accounting policies have been consistently applied, unless otherwise stated,

Basis of Preparation

The financial report is a general purpose financial report that has been prepared in accordance with Australian Accounting
standards Including Australian Accounting Interpretations, other authoritative pronouncements of the Australian Accounting
Standards Board and the Corporatlons Act 2001,

Compliance with Australlan Accounting Standards ensures that the financlal statements and notes also comply with International
Financial Reporting Standards (“IFRS”) as Issued by the International Accounting Standards Board (“IASB").

The financlal report has been prepared on an accruals basis and is based on historical cost and does hot take Into account changing
money values or, except where stated, current valuations of non-current assets. Cost is based on the fair values of the
consideration given in exchange for assets.

() Golng Concern

The financial report has been prepared on the going concern basis, which assumes continulty of normal business activities and
realisation of assets and settlement of liabilities in the ordinary course of business.

As at 30 June 2017, the Consolidated entity had cash assets of $340,188 and working capltal surplus of $260,013.

A major shareholder of the Consolidated entity, Lithium Australia NL, which has sufficlent financlal capability has provided a letter
of support Indlcating that It will provide the required financial support to the Consolidated entity as and when required to ensure
the Consolidated entity has sufficient funds to continue trading and to pay its debts as and when they fall due.

Based on these factors, the directors are satisfied that the going concern basis of preparation Is appropriate. The financial report
has therefore been prepared on a golng concern basis, which assumes continuity of normal busiriess activities and realisation of
assets and settlement of liabilities in the ordinary course of business.

(i) New Accounting Standards for Application in Future Periods

Application of new and revised Accounting Standards

New, revised or amending Accounting Standards and Interpretations adopted

The Consolidated entity has adopted all of the new, revised or amending Accounting Standards and Interpretations Issued
by the Australlan Accounting Standards Board {'AASB') that are mandatory for the current reporting perlod. The adoption
of these Accounting Standards and Interpretations did not have any significant impact on the financial performance or
position of the Consolidated entity during the financial perlod.

Any new, revised or amending Accounting Standards or Interpretatlons that are not yet mandatory have not been early
adopted.

New Accounting Standards and Interpretations not yet mandatory or early adopted

Australlan Accounting Standards and Interpretations that have recently been Issued or amended but are not yet
mandatory, have not been early adopted by the Consolidated entity for the reporting period ended 30 June 2017. The
Consolidated entity's assessment of the impact of these new or amended Accounting Standards and Interpretations, most
relevant to the Cansolidated entity, are set out below,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

AASB 9 Financial Instruments

This standard Is applicable to annual reporting periods beginning on or after 1 January 2018, The standard replaces all
previous versions of AASB 9 and completes the project to replace IAS 39 'Financial Instruments: Recognitlon and
Measurement', AASB 9 Introduces new classification and measurement models for financial assets. A financial asset shall
be measured at amortised cost, if it Is held within a business model whose objective is to hold assets in order to collect
contractual cash flows, which arise on specified dates and solely principal and interest, All other financial instrument assets
are to be classifled and measured at fair value through profit or loss unless the entity makes an irrevocable election on initial
recognition to present gains and losses on equity instruments (that are not held-for-trading) in other comprehensive Income
{*oCl". For financial liabilities, the standard requires the portion of the change in fair value that relates to the entity's own
credit risk to be presented In OCt {unless it would create an accounting mismatch). New simpler hedge accounting
requirements are intended to more closely align the accounting treatment with the risk management activities of the entity.
New Impalrment requiremants will use an 'expected credit loss' {'ECL') model to recognise an allowance. Impairment will
be measured under a 12-month ECL method unless the credit risk on a financlal Instrument has increased significantly since
initlal recognlition In which case the lifetime ECL method Is adopted. The standard introduces additional new disclosures.

The Consolidated entity will adopt this standard from 1 July 2018 but the impact of Its adoptlon Is yet to be assessed by the
Consolidated entity.

AASB 16 Leases

This standard is applicable to annual reporting periods beginning on or after 1 January 2019. The standard replaces AASB 117
‘Leases’ and for lessees will eliminate the classifications of operating leases and finance leases. Subject to exceptlons, a ‘right-
of-use’ asset will be capitalised in the statement of flnancial position, measured as the present value of the unavoidable
future lease payments to be made over the lease term. The exceptions relate to short-term leases of 12 months or less and
leases of low-value assets (such as personal computers and small office furniture) where an accounting policy choice exists
whereby either a ‘right-of-use’ asset is recognised or lease payments are expensed to profit or loss as Incurred. A liability
corresponding to the capitalised lease will also be recognised, adjusted for lease prepayments, lease incentives recelved,
Initlal direct costs incurred and an estimate of any future restoration, removal or dismantling costs, Stralght-line operating
lease expense recognltion will be replaced with a depreciation charge for the leased asset (included in operating costs) and
an Interest expense on the recognised lease llability (included in finance costs). In the earlier periods of the lease, the
expenses associated with the lease under AASB 16 will be higher when compared to lease expenses under AASB 117, However
EBITDA (Earnings Before Interest, Tax, Depreclation and Amortisation) results will be improved as the operating expense is
replaced by Interest expense and depreciation in profit or loss under AASB 16. For classification within the statement of cash
flows, the lease payments will be separated Into both a principal (financing activitles) and interest (either operating or
financing activities) component, For lessor accounting, the standard does not substantially change how a lessor accounts for

leases, The group will adopt this standard from 1 luly 2019 but the Impact of its adoption is yet to be assessed by the
Consolidated entity.

Exploration, Evaluation and Development Expenditure

Exploration and evaluation costs are expensed in the period they are incurred apart from mineral acqulisition costs, which are
capitalised and carried forward where right to tenure of the area of interest Is current and they are expected to be recouped
through sale or successful development and exploitation of the area of interest, or where exploration and evaluation activities In

the area of interest have not reached a stage that permits reasonable assessment of the existence of economically recoverable
reserves.

Where an area of Interest is abandoned or the directors decide that it is not commerclal, any accumulated mineral acquisition
costs In respect of that area are written off in the financial period the decision Is made. Each area of interest Is also reviewed at

the end of each accounting period and capitalised costs written off to the extent it is deemed that they will not be recoverable in
the future,

Amortisation Is not charged on costs carrled forward in respect of areas of interest in the development phase until production
commences.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c)

Financial Instruments

Financlal instruments In the scope of AASB 139 Financlal Instruments: Recognition and Measurement are classified as either
financlal assets at fair value through profit or loss, loans and recelvables, held-to-maturity Investments, or avallable-for-sale
investments, as appropriate, When financial instruments are recognised Initially, they are measured at fair value, plus, in the case
of investments not at falr value through profit or loss, directly attributable transactions costs, The Consolldated entlty determines
the classification of Its financlal Instruments after initial recognition and, when allowed and appropriate, re-evaluates this
designation at each financial year-end.

All regutar way purchases and sales of financlal assets are recognised on the trade date lL.e. the date that the consolidated entity
commits to purchase the asset. Regular way purchases or sales are purchases or sales of financlal assets under contracts that
require delivery of the assets within the period established generally by regulation or conventlon in the marketplace,

U

(ii)

(i)

(i)

7

Financlal assets at fair value through profit or loss

Financlal assets classified as held for trading are included In the category “financial assets at falr value through profit or
loss’, Financial assets are classified as held for trading If they are acquired for the purpose of selling In the near term.
Derlvatives are also classified as held for trading unless they are designated as effective hedging instruments. Gains or
losses on investments held for trading are recognised in profit or loss,

Held-to-maturity investments

Non-derivative financlal assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity
when the Consolidated entity has the positive intention and ability to hotd to maturity, Investments Intended to be held
for an undefined perlod are not included in this classification. Investments that are Intended to be held-to-maturity,
such as bonds, are subsequently measured at amortised cost. This cost Is computed as the amount initlafly recognised
minus principal repayments, plus or minus the cumulative amortisation using the effective interest method of any
difference between the Initially recognlsed amount and the maturity amount. This calculation includes all fees and points
pald or received between parties to the contract that are an integral part of the effective interest rate, transaction costs
and all other premlurns and discounts. For Investments carried at amortised cost, gains and losses are recognised in profit
or loss when the investments are derecognised or impaired, as well as through the amortisation process.

Loans and receivables
Loans and recelvables are non-derivative financial assets with fixed or determinable payments that are not quoted In an
active market. Such assets are carried at amortised cost using the effective interest method, Gains and losses are

recognised In profit or loss when the loans and receivables are derecognised or impaired, as well as through the
amortisation process.

Available-for-sale investments

Avallable-for-sale investments are those non-derivative financial assets that are designated as avallable-for-sale or are
not classified as any of the three preceding categorles. After inltial recognition, available-for sale investments are
measured at fair value with gains or losses being recognised as a separate component of equity until the investment Is
derecognised or until the investment Is determined to be impaired, at which time the cumulative gain or loss previously
reported in equity is recognised In profit or loss.

The fair value of investments that are actively traded in organised financlal markets Is determined by reference to quoted
market bid prices at the close of business on the balance sheet date, For investments with no active market, fair value is
determined using valuation techniques, Such techniques include using recent arm’s length market

transactlons; reference to the current market value of another instrument that is substantially the same; discounted cash
flow analysis and option pricing models,

Financial Liabilities

Non-derivative financial liabilitles {excluding financial guarantees) are subsequently measured at amortised cost using
the effective interest rate method.

Impalrment
At each reporting date, the Consolidated entity assesses whether there Is objective evldence thata flnancial instrument
has been impaired. In the case of avallable-for-sale financial instruments, a prolonged decline in the value of the

tnstrument Is considered to determine whether impairment has arisen. Impairment losses are recognised in the profit or
loss.

Page 16



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

(e)

(f)

Derecognition

Financlal assets are derecognised where the contractual rights to receipt of cash flows expires or the asset is transferred
to another party whereby the entlty no longer has any significant continuing Involvement in the risks and benefits
assoclated with the asset, Financial liabllitles are derecognised where the related obligations are either discharged,
cancelled or expired. The difference between the carrying value of the financial liabllity extingulshed or transferred to

another party and the fair value of consideration paid, including the transfer of non-cash assets or liabllitles assumed, is
recognised in profit or loss,

Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with banks, other short-term highly liquld investments
with original maturities of three months or less, and bank overdrafts.

Impairment of Assets

At each reporting date, the Consolidated entity reviews the carrying amounts of its tangible assets to determine whether there
is any indication that those assets have suffered an Impairment loss. If any such indication exlsts, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss (if any). Where the asset does not generate cash flows
that are Independent from the other assets, the Consolidated entity estimates the recoverable amount of the cash-generating
unit to which the asset belongs.

Recoverable amount Is the higher of fair value less costs to sell and value In use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generated unit) is estimated to be less than its carrylng amount, the carrying
amount of the asset (cash-generating unit) Is reduced to Its recoverable amount. An impalrment loss is recognised In profit or
loss Immediately, unless the relevant asset Is carrled at fair value, in which case the impalrment loss Is treated as a revaluation
decrease, Where an impalrment loss subsequently reverses, the carrying amount of the asset {cash-generating unit) Is increased
to the revised estimate of its recoverable amount, but only to the extent that the increased carrying amount does not exceed the

carrylng amount that would have been determined had no impalrment loss been recognised for the asset (cash-generating unit)
in prior years.

A reversal of an Impalrment loss Is recognised In profit or loss Immediately, unless the relevant asset is carried at falr value, in
which case the Impalrment loss is treated as a revaluation increase.

Property, plant and equipment

IT equipment and other equipment

IT equipment and other equipment {comprising fittings and furniture) are Initlally recognised at acquisition cost or manufacturing
cost, Including any costs directly attributable to bringing the assets to the location and condition necessary for
it to be capable of operating in the manner intended by the Consolidated entity’s management. IT equipment and other
equipment are subsequently measured using the cost model, cost less subsequent depreciation and Impairment losses.

Depreaclation Is recognised on a diminishing value basis to write down the cost less estimated residual value of IT equipment and
other equipment.

The following useful lives are applied:
e T equipment: 2-5 years
»  Other equipment: 3-12 years

Materlal residual value estimates and estimates of useful life are updated as required, but at least annually,

Galns or losses arising on the disposal of property, plant and equipment are determined as the difference between the disposal
proceeds and the carrying amount of the assets and are recognised In profit or loss within other income or other expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

() Goods and Services Tax (GST)

(h)

(i)

(k)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred Is not
recoverable from the Australtan Tax Office ("AT0O”). In these circumstances, the GST is recognised as part of the cost of acquisition

of the asset or as part of an item of the expense, Receivables and payables In the statement of financlal position are shown
Inclusive of GST.

The net amount of GST recoverable from, or payable to, the ATO Is Included as a current asset or liability in the statement of
financial position,

Cash flows are included In the statement of cash flows on a gross basls. The GST components of cash flows arising from Investing
and financing activities which are recoverable from, or payable to, the ATO are classified as operating cash flows.

Taxation

The Consolidated entity adopts the liabllity method of tax-effect accounting whereby the Income tax expense Is based on the
profit/loss from ordinary activities adjusted for any non-assessable or disallowed iterns.

Deferred tax Is accounted for using the balance sheet liability method In respect of temporary differences arising between the
tax bases of assets and liabllitles and thelr carrylng amounts in the financial statements. No deferred income tax will be

recognised from the Initial recognition of an asset or liability, excluding a business combination, where there Is no effect on
accounting or taxable profit or loss.

Deferred tax Is calculated at the tax rates that are expected to apply to the period when the asset Is realised or liabllity is settled.
Deferred tax s credited in the statement of comprehensive income except where It relates to items that may be credited directly
to equity, in which case the deferred tax Is adjusted directly against equity.

Deferred Income tax assets are recognised to the extent that It is probable that future tax profits will be avallable against which
deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised In the future is based on the assumption that no adverse
change will occur in income taxation legislation and the anticipation that the Consolidated entity will derive sufficlent future
assessable Income to enable the benefit to be realised and comply with the conditlons of deductibility Imposed by the law.

Trade and Other Payables
Trade payables and other payables are carrled at amortised cost and represent liabilities for goods and services provided to the

Consolidated entity prior to the end of the financlal year that are unpald and arise when the Consolidated entity becomes obliged
to make future payments in respect of the purchase of these goods and services,

Issued Capital
Issued and pald up capital is recognlsed at the fair value of the consideration received by the Consolidated entity. Any transactlon

costs arising on the Issue of ordinary shares are recognised directly In equity as a reduction of the share proceeds received.

Critical Accounting Estimates and Judgments
The directors evaluate estimates and judgments Incorporated into the financial report based on historical knowledge and best

available current information, Estimates assume a reasonable expectatlon of future events and are based on current trends and
economic data, obtained both externally and within the Consolidated entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(1)

Key Estimates - Impairment

The Consolidated entity assesses Impairment at the end of each reporting perlod by evaluating conditions and events specific to
the Consolidated entity that may be Indicative of impairment triggers. Recoverable amounts of relevant assets are reassessed
using value-in-use calculations which incorporate various key assumptions,

Key Estimates — Taxation

Balances disclosed in the financial statements and the notes thereto related to taxation are based on the best estimates of the
directors. These estimates take into account both the financial performance and position of the Consolidated entity as they
pertain to current income taxation legislation, and the directors’ understanding thereof, No adjustment has been made for

pending or future taxation legislation. The current income tax position represents that directors’ best estimate, pending an
assessment by the Australlan Taxation Office.

Key Judgment —~ Environmental Issues

Balances disclosed In the financial statements and notes thereto are not adjusted for any pending or enacted environmental
legislation, and the directors’ understanding thereof, At the current stage of the Consolidated entity’s development and its
current environmental impact the directors belleve such treatment is reasonable and appropriate,

Fair Value of Assets and Liabilities

The Consolidated entity measures some of Its assets and liabllities at fair value on either a recurring or non-recurring basis,
depending on the requirements of the applicable Accounting Standard.

Fair value is the price the Consolidated entity would receive to sell an asset or would have to pay to transfer a liability in an

orderly (le unforced) transaction between independent, knowledgeable and willing market participants at the measurement
date.

As fair value Is a market-based measure, the closest equivalent observable market pricing information Is used to determine falir
value, Adjustments to market values may be made having regard to the characteristics of the specific asset or liability, The fair
values of assets and liabilities that are not traded in an active market are determined using one or more valuation techniques,
These valuation technlques maximise, to the extent possible, the use of observable market data.

To the extent possible, market information Is extracted from either the principal market for the asset or liabllity (le the market
with the greatest volume and level of activity for the asset or lability) or, in the absence of such a market, the most advantageous
market avallable to the entity at the end of the reporting perlod (le the market that maximises the receipts from the sale of the
asset or minimises the payments made to transfer the liability, after taking into account transaction costs and transport costs).

For non-financial assets, the falr value measurement also takes into account a market participant's ability to use the asset in its
highest and best use or to sell it to another market particlpant that would use the asset In Its highest and best use.

The fair value of liabilities and the entity's own equity instruments (excluding those related to share-based payment
arrangements) may be valued, where there Is no observable market price (n relation to the transfer of such financial instruments,
by reference to observable market information where such instruments are held as assets, Where this information Is not

avallable, other valuation techniques are adopted and, where significant, are detailed In the respective note to the financial
statements,

Valuatlon techniques .

In the absence of an active market for an identical asset or liabllity, the Consolidated entlty selects and uses one or more valuation
techniques to measure the fair value of the asset or llability, The Consolidated entity selects a valuation technique that Is
appropriate in the circumstances and for which sufficient data Is avallable to measure falr value. The availability of sufficient and
relevant data primarily depends on the specific characteristics of the asset or liabllity being measured. The valuation techniques
selected by the Consolidated entity are consistent with one or more of the following valuation approaches:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 june 2017 (continued)

2

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Market approach: valuation techniques that use prices and other relevant information generated by market transactions for
identical or similar assets or liabllities.

Income approach: valuation techniques that convert estimated future cash flows or income and expenses into a single discounted
present value,

Cost approach: valuation techniques that reflect the current replacement cost of an asset at Its current service capacity.

Each valuation technique requires inputs that reflect the assumptions that buyers and sellers would use when pricing the asset
or liabllity, Including assumptions about risks. When selecting a valuation technique, the Consolidated entity gives priority to
those techniques that maximise the use of observable inputs and minimise the use of unobservable Inputs. Inputs that are
developed using market data (such as publicly available Information on actual transactlons) and reflect the assumptions that
buyers and sellers would generally use when pricing the asset or liability are considered observable, whereas inputs for which
market data is not available and therefore are developed using the best information avallable about such assumptions are
considerad unobservable,

Falr value hlerarchy
AASB 13 requires the disclosure of fair value information by level of the falr value hierarchy, which categorises fair value

measurements Into one of three possible levels based on the lowest level that an Input that Is significant to the measurement
can be categorised into as follows:

Level 1

Measurements based on quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access
at the measurement date,

Measurements based on inputs other than quoted prices included In Level 1 that are observable for the asset or liability, either
directly or indirectly,

Level 2

Measurements based on inputs other than quoted prices included In Level 1 that are observable for the asset or lability, either
directly or indirectly,

Level 3

Measurements based on unobservable Inputs for the asset or liability.

The fair values of assets and liabilities that are not traded in an active market are determined using one or more valuation
techniques. These valuation techniques maximise, to the extent possible, the use of observable market data. If all significant
inputs required to measure fair value are observable, the asset or liability Is Included in Level 2. If one or more significant inputs
are not based on observable market data, the asset or liability is Included in Level 3,

The Consolidated entity would change the categorisation within the falr value hierarchy only In the following circumstances:

{1) if a market that was previously considered active (Level 1) became inactlve (Level 2 or Level 3) or vice versa; or
(i) if significant Inputs that were previously unobservable (Level 3) became observable (Level 2) or vice versa.

When a change In the categorisation occurs, the Consolidated entity recognises transfers between levels of the fair value

hierarchy (i.e. transfers Into and out of each level of the falr value hierarchy) on the date the event or change In clircumstances
occurred,

RELATED PARTY TRANSACTIONS

Transactions between related parties are on commercial terms and conditions, no more favourable than those avallable to other
parties unless otherwise stated.

2017
$

Other related party transactions
Consulting Fees ~ Lithium Australia NL 11,085

There were no other related party transactions other than transactions disclosed in Note 2,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

3, REMUNERATION OF AUDITORS

2017
$
Audit of the financlal statements 8,500
8,500
The auditor of BlackEarth Minerals NL is William Buck Audit (WA) Pty Ltd,
4, KEY MANAGEMENT PERSONNEL COMPENSATION
(a) Names and positions held of the Consolidated entity key management personnel in office at any time during the financial
period are;
Key Management Person Position
Phillip Hearse Non-Executive Chairman (appointed 13 April 2017)
Thomas Revy Managing Director (appointed 15 August 2016)
George Bauk Non-Executive Director (appointed 15 March 2016)
Barry Woodhouse Director (appointed 15 March 2016, resigned 13 April 2017)
Adrian Griffin Director (appointed 15 March 2016, resigned 13 April 2017)
Key management personnel remuneration has been included in the Remuneration Report section of the Directors’ Report.
The totals of remuneration paid to Key Management Personnel of the Consolidated entity during the year Is as follows:
2017
$
Short-term benefits 73,875
Share based payments 291
Post-employment benefits -
74,166
5. LOSS FROM ORDINARY ACTIVITIES
2017
$
(a) Other revenue
Interest received 813
Total other revenue from ordinary activities 813
(b) Other expense ‘
Bonus partly paid shares issued to fully paid ordinary shareholders 1,250
Total other expense from ordinary actlvities 1,250
5. INCOME TAX EXPENSE '
Current tax .
Deferred tax -
2017
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

(a) The prima facle tax on loss from ordinary activitles
before income tax is reconciled to the income tax as
follows:

Loss before tax

Prima facle tax (benefit) on loss from ordinary activities
before Income tax at 27.5%

Add/(Less) tax effect of:

Non-deductible expenses
Interest accrual and other proceed
Deferred tax asset not brought to account

Income tax attributable to entity

(304,076)

(83,621)

425
29,345
53,851

No Incore tax Is payable by the Consolidated entity. The Directors have considered it prudent not to bring to account the deferred
tax asset of Income tax losses and exploration deductions until it is probable of deriving assessable income of a nature and amount

to enable such benefit to be realised.

7. CASH AND CASH EQUIVALENTS
Cash at bank

8, TRADE AND OTHER RECEIVABLES
Withholding tax

9. OTHER ASSETS
Non-refundable deposit

340,188

340,188

27

27

75,000

75,000

475,000 non-refundable deposit pald in terms of agreement entered into on 21 february 2017 to acquire the share capital of

Madagascar Graphite Ltd, Refer to note 18,

10, PROPERTY, PLANT AND EQUIPMENT
IT and Other Equipment
Balance at 15 March 2016
Additlons
Depreciation

Balance at 30 June 2017

11. TRADE AND OTHER PAYABLES
Trade payables
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

12,

(a)

{b)

13,

14,

15.

(a)

ISSUED CAPITAL

Issued and paid up capital

Share capital
Ordlnary Shares

Fully pald of no par value

Movement In ordinary shares on issue
Other equity securitles
Partly-paid contributing shares

Capital raising costs

Total contributed equity

Partly Paid ordinary shares carry one vote per share but do not carry a right to dividends.

RESERVES

Options

CASH FLOW INFORMATION

Reconcillation of cash flows from operating activities with loss after income tax

Loss after Income tax

Adjustments for non-cash income and expense items:
Options falr value amortisation
Bonus partly paid share issue
Depreclation
Withholding tax

Changes in assets and liabilities:
{Increase)/decrease In receivables

(Decrease)/increase in accounts payable and accruals

Net cash outflows from Operating Activities

SEGMENT INFORMATION

Description of segments

30 June 2017
Number $

46,500,000 658,901

22,500,000 1,250

(19,550)

69,000,000 640,601

291

291

2017
$
(304,076)

291
1,250
662
(27)

70,741

(231,159)

For management purposes, the consolldated entity has two segments which are exploratlon activities relating to minerals within

Australia and subsequent to listing, exploration activities relating to minerals in Madagascar.
Refer below for detalls on assets, liabilities, revenues and expenses monitored by the Board,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

(b}

16.

(i)

(i)

(iii)

Segment information provided to the Board of Directors

The segment information provided to the Board of Directors for the reportable segments for the reporting perlod ended 30 June

2017 Is as follows:

Management has determined the operating segments based on the reports reviewed by the Board of Directors that are used to

make strategic decisions.

The Consolidated entity has tenements In Western Australia. However, the Board, on a functional perspective, has Identified
that there are two reportable segments, being exploration of minerals in Australla and Madagascar subsequent to listing.

OPERATING SEGMENTS

Segment revenues and results

30 June 2017

Revenue
Loss
Total segment loss

Reconciliation of segment result to Consolidated entity net

loss

i) Unallocated items
- Interest revenue

- Other

Loss from continuing operations

Segment Assets

30 June 2017

Segment Assets

Unallocated assets:

- Cash and cash equivalents

- Other Assets

Total Consolidated Entity Assets

Segment Liabilities

31 December 2016

Segment Liabilitles

Unallocated Liabilities:

- Trade and other payables
Total Consolidated Entity Liabilities
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Australia

$

(41,606)

Madagascar

$

Total
$

(41,606)

{41,606)

(41,606)

Australia

$

Australia

$

Total
s

813
(263,283)

{304,076)

Madagascar

$

Total

340,188
76,830

417,018

Madagascar

$

Total

80,202
80,202



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

17'

()

(9)

(h)

/)

8.

19,

(b)

20,

SUBSEQUENT EVENTS

On 11 July 2017, the Consolidated entity sought and obtained shareholder approval for the cancellation of 19,000,000 ordinary
shares and 9,000,000 partly paid shares.

On 17 july 2017, the Consolidated entity issued 1,000,000 ordinary fuily paid shares to Lithium Australia for the purchase of
tenements,

On 17 July 2017, the Consolidated entity Issued 1,000,000 partly paid shares {at $0.0001 pald per share and $0.2499 unpald per
share) to Greyhound Investments Pty Ltd.

On 21 July 2017, the Company and Capricorn Metals Ltd agreed for an extension of the end date of the agreement dated 21
February 2017, to 30 November 2017, For further informatlon please refer to note 18,

The Company also has the following tenements under application or renewal;
Yalbra ~ 1 exploration licence pending
Maniry — 2 exploration licences pending

Other than as listed above, there have not been any other material events subsequent to the end of the reporting date and the
date of this report that have not been included In this financial report. ‘

CONTINGENT ASSETS AND LIABILITIES

Upon successful IPO, the Consolidated entity will acquire the share capital of Madagascar Graphite Ltd for which the following

consideration will become due and payable:

()  Acash payment of $75,000; and

(i)  The issue of 2,000,000 BlackEarth Minerals shares at a deemed Issue price of $0.20 per share; and

(i) Within ten (10) business days, and subject always to, BlackEarth Minerals NL In its sole and absolute discretion notifying
Capricorn Metals Ltd that it has made a decision to mine within eight (8) years after completion of sale agreement, a cash
payment to Capricorn Metals and/or its nominee(s) of $1,000,000.

Other than the above, the Cansolidated entity has no contingent assets or llabilities outstanding at the end of the period.

COMMITMENTS

Exploration Expenditure

The Consolidated entity has certain obligations with respect to tenements and minimum expenditure requirements In Australla,
as follows:

2017

$

Within 1 year 138,000
1to 2 years ’ 138,000
Total 276,000

Asset acquisition

Other than the Madagascan graphite asset purchase disclosed under note 17, the consolidated entity has no commitments for
asset acquisitions at 30 June 2017.

FINANCIAL INSTRUMENTS

The Consolldated entity has minimal exposure to various risks from the use of financial instruments.
The Consolidated entity’s financlal Instruments consist mainly of cash at bank and loan from related party.

The carrying amount of financlal assets and financlal liabilities recarded in the financial statements Is considered to approximate
their fair values,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 (continued)

21,

22,

23,

CONTROLLED ENTITY

BlackEarth Minerals NL is the ultimate parent entlty of the consolidated group.

The following was a controlled entity at the perlod end date and has been Included In the consolidated financial statements. All
shares held are ordinary shares.

Name Country of Incorporation Percentage Interest Held
2017
BlackEarth Australia Pty Ltd (i}  Australia 100%

{1 On 09 May 2017, the Company registered BlackEarth Australia Pty Ltd, a company Incorporated In Australla. BlackEarth
Australia had no assets or liabilitles at the date of incorporation and Is dormant as at reporting date.

PARENT ENTITY INFORMATION

Paren;
2017
$
Assets
Current assets 340,883
Non-current assets 76,804
Total Assets 417,687
Liabllities
Current liabilities 80,202
Total Liabilities 80,202
Equity
Issued capital 640,601
Reserves 291
Accumulated losses (303,407)
Total Equity 337,485
Loss for the period (303,407)
Other comprehensive income -
Total comprehensive loss for the period ‘ (303,407)
SHARE BASED PAYMENTS

The following share-based payment arrangements were in existence during the current reporting periods:

Option Series Grant Date Grant Date  Expiry Date Exercise Vesting Date
Fair Value Price

Unlisted Serles 1 Table A 22/06/2017 $0.01 22/06/2020 $0.30 22/06/2018

Unlisted Serles 2 Table B 22/06/2017 $0.01 22/06/2020 $0.30 22/06/2019

There has been no alteration of the terms and conditions of the above share-based payment arrangements since the grant date.

Fair value of share options granted during the period

The weighted average fair value of the share options granted during the period Is $0.01. Options were priced using a Black-Scholes
option pricing rmodel. Where relevant, the expected life used in the model has been adjusted based on management’s best
estimate for the effects of non-transferabllity, exarcise restrictions {including the probability of meeting market conditions
attached to the optlon), and behavioural considerations. Expected volatility has been based on an evaluation of the historical

volatility of the share price of similar compantles operating in the mining and exploration Industry, particularly over the historical
period commensurate with the expected term
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the period ended 30 June 2017 {continued)

Inputs into the model

Option Serles

Series 1 Series 2
Grant date share price $0.05 $0,05
Exercise price $0.30 $0.30
Expected volatility 90.41% 90.41%
Option life 3 years 3 years
Dividend yleld 0.00% 0.00%
Risk-free interest rate 1.66% 1.66%

There has been no movement in share options during the perlod. All outstanding options are unexercisable at the end of the
financial perlod.
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DIRECTORS’ DECLARATION
The directors of BlackEarth Minerals NL declare that:

1. The financlal statements and notes are in accordance with the Corporations Act 2001 including compliance with accounting
standards and:

{a) comply with International Financial Reporting Standards as disclosed In note1(a); and
(b) give a true and fair view of the Consolidated entity’s financlal position as at 30 June 2017 and of its performance as
represented by the results of its operations, changes in equity and its cash flows for the period ended on that date; and

2, At the date of this statement there are reasonable grounds to belleve that the consolidated entity will be able to pay its debts
as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors made pursuant to 5.295(5) of the Corporations Act
2001,

Thomas Revy
Managing Director

Dated at Perth this 17t day of August 2017
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-»s William Buck

BlackEarth Minerals NL

Independent auditor's repori to members

Report on the Audit of the Financial Report
Opinion

We have audited the financial report of BlackEarth Minerals NL (the Company and its
subsidiary (the Group)), which comprises the consolidated statement of financial
position as at 30 June 2017, the consolldated statement of profit or loss and other
comprehensive Income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the period then ended, and notes to the
financlal statements, including a summary of significant accounting policies and other
explanatory information, and the directors’ declaration.

In our opinion, the accompanying financial report of the Group, Is in accordance with the
Corporations Act 2001, including:

(1) giving a true and fair view of the Group's financial position as at 30 June 2017 and of
its financlal performance for the perlod ended on that date; and

(if) complying with Australian Accounting Standards and the Corporations Regulations
2001.

Basis for Opinion

Woe conducted our audit in accordance with Australian Auditing Standards, Our
responsibilities under those standards are further described In the Auditor’s
Responsibliities for the Audit of the Financial Report section of our report. We are
independent of the Group in accordance with the auditor independence requirements of
the Corporations Act 2001 and the ethical requirements of the Accounting Professional
and Ethical Standards Board's APES 110 Code of Ethics for Professional Accountants
(the Code) that are relevant to our audit of the financial report In Australia. We have also
fulfiiled our other ethical responsibllities in accordance with the Code.

CHARTERED ACCOUNTANTS
We confirm that the independence declaration required by the Corporations Act 2001, & ADVISORS
which has been given to the directors of the Company, would be in the same terms If Loval9, 16 Lebouchere Road
given to the directors as at the time of this auditor’s report. PO Box 748
South Perth WA 6951
We believe that the audit evidence we have obtalned is sufficient and appropriate to Telephone: +61 86436 2888
provide a basls for our opinion. willambuck.oom
. . "
William Buck ls an assoclation of independent firms, sach trading undsr the name of William Buck across PraXl tM' ,:
Austratin and New Zaaland with affillated offices worldwide. Liability limited by a scheme approved under '355"””"’5 .

Proteaslonal Siandards Laglisiation other than for nols or omissions of financial services licansees, F;}S?Fe‘u"ne‘.'/:‘"ﬁ%ﬂé



o William Buck

BlackEarth Minerals NL

Independent auditor’s report to members
Other Information

The directors are responsible for the other Information. The other information comprises
the information In the Group's annual report for the period ended 30 June 2017, but
does not include the financial report and the auditor's report thereon.

Our opinion on the financlal report does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financlal report, our responsibllity Is to read the other
information and, in doing so, consider whether the other information is materfally
inconsistent with the finanoial report 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 materlal
misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of the Directors for the Financial Report

The directors of the Company are responsible for the preparation of the financlal report
that gives a true and falr view in accordance with Australian Accounting Standards and
the Corporations Act 2001 and for such internal control as the directors determine is
nacessary to enable the preparation of the financial report that gives a true and fair view
and is free from materlal misstatement, whether due to fraud or error.

In preparing the financlal report, the directors are responsible for assessing the abllity of
the Group to continue as a going concern, disclosing, as applicable, matters related to
golng concern and using the going concern basis of accounting unless the directors
elther intend to liquidate the Group or to cease operations, or has no realistic alternative
but to do so.

Auditor's Responsibilities for the Audit of the Financial Report

Our objectives are to obtaln reasonable assurance about whether the financlal report as
a whole is 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 the
Australian Auditing Standards will always detect a material misstatement when it exists,
Misstatements can arise from fraud or error and are considered materlal If, individually
or In the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financlal report.



«s William Buck

BlackEarth Minerals NL

independent auditor’s report to members

As part of an audit in accordance with the Australian Auditing Standards, we exercise

professional jJudgement and maintaln professional scepticism throughout the audit. We
also:

— |dentify and assess the risks of materlal misstatement of the financial report,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficlent and appropriate to provide a
basls for our opinion. The risk of not detecting a material misstatement resulting
from fraud s 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 Group's Internal control.

— Evaluate the appropriateness of accounting policles used and the reasonableness
of accounting estimates and related disclosures made by the directors.

~ Conclude on the appropriateness of the directors’ use of the golng 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 Group's abllity 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 financial report or, If such disclosures are inadequate, to
madify 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
Group to cease to continue as a going concern,

— Evaluate the overall presentation, structure and content of the financial report,
including the disclosures, and whether the financial report represents the underlying
transactions and events in a manner that achieves fair presentation.

— Obtain sufficlent appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the
financial report. We are responsible for the direction, supervision and performance
of the Group audit. We remain solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant
deficlencies in internal control that we identify during our audit.




«2 William Buck

BlackEarth Minerals NL

Independent audiior’s report to members

Wae also provide the directors 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.

{1‘) l( ‘\ M ()()\k

William Buck Audit (WA) Pty Ltd
ABN 67126012 124

onley Manifis
irector
Dated this 17" day of August, 2017



