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Independent Auditor’s Report
To the Shareholders of Black Swan Graphene Inc.
Opinion

We have audited the consolidated financial statements of Black Swan Graphene Inc. and its
subsidiaries (the “Company”), which comprise the consolidated statements of financial position as
at December 31, 2022 and 2021, and the consolidated statements of loss and comprehensive
loss, consolidated statements of changes in shareholders’ equity and consolidated statements of
cash flows for the years then ended, and notes to the consolidated financial statements, including
a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Company as at December 31, 2022 and 2021,
and its consolidated financial performance and its consolidated cash flows for the years then
ended in accordance with International Financial Reporting Standards (“IFRS”).

Basis for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the consolidated financial statements section of our report. We are independent of the
Company in accordance with the ethical requirements that are relevant to our audit of the
consolidated financial statements in Canada. We have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.

We have determined that there were no key audit matters to communicate in our report.
Other information

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

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

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially
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inconsistent with the consolidated financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If,
based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

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

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either
intends to liquidate the Company or cease operations, or has no realistic alternative but to do so.

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

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

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

As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgement and maintain professional skepticism throughout the audit. We
also:

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control.
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Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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

Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

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

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

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

The engagement partner of the audit resulting in this independent auditor’s report is Glen
McFarland.

Mesoem le!g WP

Chartered Professional Accountants
Licensed Public Accountants

Toronto, Ontario
May 1, 2023



Black Swan Graphene Inc.

Consolidated Statements of Financial Position
Expressed in Canadian Dollars

December 31, December 31,
As at: 2022 2021
Note $ $

ASSETS
Current

Cash 8,874,657 4,899,620

Amounts receivable 301,214 38,598

Prepaid expenses 626 20,691
Total current assets 9,176,497 4,958,909
Non-current assets

Intangible assets 4 8,198,036 9,143,966
Total assets 17,374,533 14,102,875
LIABILITIES
Current

Accounts payable and accrued liabilities 649,109 100,000
Total liabilities 649,109 100,000
SHAREHOLDERS' EQUITY

Share capital 6 25,487,912 14,539,384

Contributed surplus 6 390,128 390,128

Option reserve 6 1,279,523 1,014,183

Deficit (10,432,138) (1,940,820)
Total shareholders' equity 16,725,424 14,002,875
Total liabilities and shareholders' equity 17,374,533 14,102,875

Nature of operations and going concern (Note 1)
Commitments and contingenices (Note 10)
Subsequent events (Note 11)

Approved on behalf of the Board of Directors:

Signed: _“Simon Marcotte” , Director
Signed: “Peter Damouni” , Director

The accompanying notes are an integral part of these financial statements.
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Black Swan Graphene Inc.

Consolidated Statements of Loss and Comprehensive Loss
Expressed in Canadian Dollars

Year Ended Year Ended

For the years ended: Note December 31,December 31,
2022 2021
$ $
Expenses
Management, director and consultingf 9 1,109,918 324,500
Stock-based compensation 6 265,340 1,014,183
Project development expenses 452,500 95,066
Amortization of intangible assets 4 945,930 315,312
Professional fees 902,172 131,773
Investor relations 177,893 8,485
Office and general 93,857 51,500
Reverse acquisition transaction costs 5 4,568,164 -
Interest income (24,454) -
Net loss and comprehensive loss for the year (8,491,318) (1,940,819)
Basic and diluted loss per share (0.04) (0.43)

Weighted average number of
common shares outstanding
Basic and diluted 240,723,103 4,528,998

The accompanying notes are an integral part of these financial statements.
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Black Swan Graphene Inc.

Consolidated Statements of Changes in Shareholders’ Equity

Expressed in Canadian Dollars

Share sontributed Option Shareholders’
Common Share: Capital Surplus Reserve Deficit Equity
# $ $ $ $ $

Balance, December 31, 2020 1 1 - - 1) -
Private placement financings 151,330,334 10,706,283 - - - 10,706,283
Share issue costs (20,000) - - - (20,000)
Shares issued for patent acquisition 58,900,000 3,853,100 - - - 3,853,100
Contribution from a parent entity - - 390,128 - - 390,128
Loss for the period - - - 1,014,183 (1,940,819) (926,636)
Balance, December 31, 2021 210,230,335 14,539,384 390,128 1,014,183 (1,940,820) 14,002,875
Balance, December 31, 2021 210,230,335 14,539,384 390,128 1,014,183 (1,940,820) 14,002,874
Private placement financings 46,669,665 7,000,450 - - - 7,000,450
Share issue costs - (107,100) - - - (107,100)
Reverse takeover transaction 16,311,000 2,446,128 - - - 2,446,129
Transaction costs - Finder's fee 10,727,000 1,609,050 - - - 1,609,050
Share based compensation - - - 265,340 - 265,340
Loss for the period - - - - (8,491,318) (8,491,318)
Balance, December 31, 2022 283,938,008 25,487,912 390,128 1,279,523 (10,432,138) 16,725,424

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



Black Swan Graphene Inc.

Consolidated Statements of Cash Flows
Expressed in Canadian Dollars

For the years ended:

December 31,2022 December 31, 2021

$ $
Cash (used in)/provided by:
Operating activities
Netloss (8,491,318) (1,940,819)
ltems notinvolving cash
Share based compensation 265,340 1,014,183
Amortization of patents 945,930 -
Transaction costs 4,568,164 -
Changes in non-cash working capital
Change in amounts receivable (262,617) (38,598)
Change in prepaid expenses 20,066 (20,691)
Change in accounts payable and accrued liabilitie 20,982 100,000
Net cash flow (used in) operating activities (2,933,454) (885,925)
Investing activities
Cash acquired from reverse takeover transaction 15,141 -
Acquisition of patents - (4,900,738)
Net cash flow provided by/(used in) investing activities 15,141 (4,900,738)
Financing activities
Proceeds from private placement of common shares - 10,706,283
Proceeds from subscription receiptissuance 7,000,450 -
Payment of share issue costs related to subscription receipts (107,100) -
Payment of share issue costs related to private placement - (20,000)
Net cash flow provided by financing activities 6,893,350 10,686,283
Net increase in cash during the period 3,975,037 4,899,620
Cash, beginning of year 4,899,620 -
Cash, end of year 8,874,657 4,899,620
Supplemental cash flow information
Shares issued to acquire patents - 3,853,100
Shares issued through RTO 2,656,128 -
Shares issued for Finder's fees 1,609,050 -

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

4



Black Swan Graphene Inc.
Notes to the Consolidated Financial Statements
For the years ending December 31, 2022 and December 31, 2021

Expressed in Canadian Dollars

1. NATURE OF OPERATIONS AND GOING CONCERN

Black Swan Graphene Inc., (formerly Dragonfly Capital Corp.) (the “Company”, or “Black Swan”) is focused on
the large-scale production and commercialization of patented high-performance and low-cost graphene
products aimed at several industrial sectors, including concrete, polymers, Li-ion batteries, and others, which
are expected to require large volumes of graphene and, in turn, require large volumes of graphite.

The Company is listed on the TSXV as a Tier 2 Industrial Issuer under the name “Black Swan Graphene Inc.”
The Common Shares trade on the TSXV under the symbol “SWAN”.

On August 2, 2022, Black Swan closed its Qualifying Transaction (as such term is defined in TSX Venture
Exchange (the “TSXV”) Policy 2.4 — Capital Pool Companies) with Black Swan Graphene Inc. (“PrivCo”), a
private Ontario company, pursuant to the terms of a share exchange agreement dated January 17, 2022
as amended, with PrivCo and the shareholders of PrivCo (the “Transaction”). In connection with the
Transaction, the Company changed its name from “Dragonfly Capital Corp.” to “Black Swan Graphene Inc.”
The Transaction was completed by way of a share exchange whereby the Company acquired all of the
outstanding common shares in the capital of PrivCo (each, a “PrivCo Share”) from the shareholders of PrivCo
(collectively, the “PrivCo Shareholders”) in consideration for the issuance of an aggregate 210,230,343
common shares (each, a “Common Share”) in the capital of the Company to the PrivCo Shareholders,
at a deemed price of $0.15 per Share. In addition, the 18,620,000 options to purchase PrivCo Shares (each,
a “PrivCo Option”) which were outstanding immediately prior to closing of the Transaction were cancelled and
the holders thereof were granted an aggregate of 15,175,000 options to purchase Common Shares (each,
an “Option”) and 7,875,000 restricted share units (each, a “RSU”) of the Company, under the terms of an
omnibus equity incentive plan which was adopted by the board of directors of the Company immediately after
closing the Transaction.

The Company will have future needs for equity financing for working capital and the development of its
business. Because of continuing operating losses, the Company's continuance as a going concern is
dependent upon its ability to obtain adequate financing and to reach profitable levels of operation. It is not
possible to predict whether financing efforts will be successful or if the Company will attain profitable levels of
operation.

These financial statements have been prepared using accounting policies applicable to a going concern, which
contemplates the realization of assets and settlement of liabilities in the normal course of operations.
Accordingly, they do not give effect to adjustments that would be necessary should the Company be unable to
continue as a going concern and therefore be required to realize its assets and liquidate its liabilities and
commitments in other than the normal course of business and at amounts different from those in the
accompanying financial statements. Such adjustments could be material.

2, BASIS OF PRESENTATION

Basis of presentation

These consolidated financial statements have been prepared using the accrual basis of accounting, except for
cash flow information, and have been prepared using the historical cost basis. Furthermore, these consolidated
financial statements are presented in Canadian dollars, which is the functional currency of the Company and
its subsidiaries. All values are rounded to the nearest dollar.

Subsidiaries consist of entities over which the Company is exposed to, or has rights to, variable returns as well
as the ability to affect those returns through the power to direct the relevant activities of the entity. Generally,
the Company has a shareholding of more than one half of the voting rights in its subsidiaries. The effects of
potential voting rights that are currently exercisable are considered when assessing whether control exists.
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Black Swan Graphene Inc.
Notes to the Consolidated Financial Statements
For the years ending December 31, 2022 and December 31, 2021

Expressed in Canadian Dollars

Subsidiaries are fully consolidated from the date control is transferred to the Company and are de-consolidated
from the date control ceases. The financial statements include all the assets, liabilities, revenues, expenses
and cash flows of the Company and its subsidiaries after eliminating inter-entity balances and transactions.

Approval of the financial statements

These financial statements of the Company for the year ended December 31, 2022 were reviewed, approved
and authorized for issue by the Board of Directors of the Company on May 1, 2023.

3. SIGNIFICANT ACCOUNTING POLICIES
Critical judgements and estimation uncertainties

The preparation of financial statements in conformity with IFRS requires the Company’s management to make
judgments, estimates and assumptions about future events that affect the amounts reported in the financial
statements and related notes to the financial statements. Although these estimates are based on
management’s best knowledge of the amount, event or actions, actual results may differ from those estimates.

The areas which require management to make significant judgments, estimates and assumptions in
determining carrying values include, but are not limited to:

Income, value added, withholding and other taxes

The Company is subject to income, value added, withholding and other taxes. Significant judgment is required
in determining the Company’s provisions for taxes. There are many transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary course of business. The Company recognizes
liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be due. The
determination of the Company’s income, value added, withholding and other tax liabilities requires
interpretation of complex laws and regulations. The Company’s interpretation of taxation law as applied to
transactions and activities may not coincide with the interpretation of the tax authorities. All tax related filings
are subject to government audit and potential reassessment subsequent to the financial statement reporting
period. Where the final tax outcome of these matters is different from the amounts that were initially recorded,
such differences will impact the tax related accruals and deferred income tax provisions in the period in which
such determination is made.

Share-based payments

Management determines costs for share-based payments using market-based valuation techniques. The fair
value of the market-based share awards is determined at the date of grant using generally accepted valuation
techniques. Assumptions are made and judgment used in applying valuation techniques. These assumptions
and judgments include estimating the future volatility of the stock price, expected dividend yield, future
employee turnover rates and future employee stock option exercise behaviors and corporate performance.
The value of shares of a private entity are generally determined based on the previous private placement
finance price. Such judgments and assumptions are inherently uncertain. Changes in these assumptions affect
the fair value estimates.

Intangible assets

The Company makes use of experience and assumptions in estimating the useful lives and residual values of
intangible assets. Management reviews annually at December 31, whether any indications of impairment exist
for intangible assets. Information that the Company considers includes changes in the market, economic and
legal environment in which the Company operates as well as internal sources of information. Estimates include
but are not limited to estimates of the discounted future after-tax cash flows expected to be derived from the
Company’s intangible assets, costs to sell the assets and the appropriate discount rate. Changes in projected
future revenues, estimated future costs of sales, estimated future capital costs, and/or adverse current
economics are some factors that could result in a write-down of the carrying amounts of the intangible assets.
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Black Swan Graphene Inc.
Notes to the Consolidated Financial Statements
For the years ending December 31, 2022 and December 31, 2021

Expressed in Canadian Dollars

Asset carrying values and impairment charges

In the determination of carrying values and impairment charges, management looks at the higher of
recoverable amount or fair value less costs to sell in the case of assets and at objective evidence, significant
or prolonged decline of fair value on financial assets indicating impairment. These determinations and their
individual assumptions require that management make a decision based on the best available information at
each reporting period.

Contingencies
By their nature, contingencies will only be resolved when one or more future events occur or fail to occur. The

assessment of contingencies inherently involves the exercise of significant judgement and estimates of the
outcome of future events. See Notes 1 and 9.



Black Swan Graphene Inc.
Notes to the Consolidated Financial Statements
For the years ending December 31, 2022 and December 31, 2021

Expressed in Canadian Dollars

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial Instruments

Financial Assets

Initial recognition and measurement

Non-derivative financial assets within the scope of IFRS 9 are classified and measured as “financial assets at
fair value”, as either fair value through profit or loss (“FVPL”) or fair value through other comprehensive income
(“FVOCI”), and “financial assets at amortized costs”, as appropriate. The Company determines the
classification of financial assets at the time of initial recognition based on the Company’s business model and
the contractual terms of the cash flows.

All financial assets are recognized initially at fair value plus, in the case of financial assets not at FVPL, directly
attributable transaction costs on the trade date at which the Company becomes a party to the contractual
provisions of the instrument.

Subsequent measurement- financial assets at amortized cost

After initial recognition, financial assets measured at amortized cost are subsequently measured at the end of
each reporting period at amortized cost using the Effective Interest Rate (“EIR”) method. Amortized cost is
calculated by taking into account any discount or premium on acquisition and any fees or costs that are an
integral part of the EIR. The EIR amortization is included in the statements of loss. The Company’s cash and
amounts receivable are recorded at amortized cost.

Subsequent measurement — financial assets at FVPL

Financial assets measured at FVPL include financial assets management intends to sell in the short term and
any derivative financial instrument that is not designated as a hedging instrument in a hedge relationship.
Financial assets measured at FVPL are carried at fair value in the statements of financial position with changes
in fair value recognized in other income or expense in the statements of loss. The Company does not measure
any financial assets at FVPL.

Subsequent measurement — financial assets at FVOCI

Financial assets measured at FVOCI are non-derivative financial assets that are not held for trading and the
Company has made an irrevocable election at the time of initial recognition to measure the assets at FVOCI.
The Company does not measure any financial assets at FVOCI.

After initial measurement, investments measured at FVOCI are subsequently measured at fair value with
unrealized gains or losses recognized in other comprehensive income or loss in the statements of
comprehensive loss. When the investment is sold, the cumulative gain or loss remains in accumulated other
comprehensive income or loss and is not reclassified to profit or loss.

Derecognition

A financial asset is derecognized when the contractual rights to the cash flows from the asset expire, or the
Company no longer retains substantially all the risks and rewards of ownership.



Black Swan Graphene Inc.
Notes to the Consolidated Financial Statements
For the years ending December 31, 2022 and December 31, 2021

Expressed in Canadian Dollars

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment of financial assets

The Company’s only financial assets subject to impairment are amounts receivable, which are measured at
amortized cost. The Company has elected to apply the simplified approach to impairment as permitted by IFRS
9, which requires the expected lifetime loss to be recognized at the time of initial recognition of the receivable.
To measure estimated credit losses, amounts receivable have been grouped based on shared credit risk
characteristics, including the number of days past due. An impairment loss is reversed in subsequent periods
if the amount of the expected loss decreases, and the decrease can be objectively related to an event occurring
after the initial impairment was recognized.

Financial Liabilities
Initial recognition and measurement

Financial liabilities are measured at amortized cost, unless they are required to be measured at FVPL as is the
case for held for trading or derivative instruments, or the Company has opted to measure the financial liability
at FVPL. The Company’s financial liabilities include accounts payable and accrued liabilities, which are
measured at amortized cost. All financial liabilities are recognized initially at fair value.

Subsequent measurement — financial liabilities at amortized cost

After initial recognition, financial liabilities measured at amortized cost are subsequently measured at the end
of each reporting period at amortized cost using the EIR method. Amortized cost is calculated by taking into
account any discount or premium on acquisition and any fees or costs that are an integral part of the EIR. The
EIR amortization is included in the statements of loss. The Company’s accounts payable and accrued liabilities
are recorded at amortized cost.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires
with any associated gain or loss recognized in other income or expense in the statements of loss.

Fair value of financial instruments

The fair value of financial instruments that are traded in active markets at each reporting date is determined
by reference to quoted market prices or dealer price quotations. For financial instruments not traded in an
active market, the fair value is determined using appropriate valuation techniques. Such techniques may
include using recent arm’s length market transactions; reference to the current fair value of another instrument
that is substantially the same; discounted cash flow analysis or other valuation models.



Black Swan Graphene Inc.
Notes to the Consolidated Financial Statements
For the years ending December 31, 2022 and December 31, 2021

Expressed in Canadian Dollars

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Common shares

Common shares are classified as equity. Transaction costs directly attributable to the issue of common shares
are recognized as a deduction from equity, net of any tax effects.

Foreign currency translation

The presentation and functional currency of the Company is the Canadian dollar. Transactions in currencies
other than the functional currency are recorded at the rates of exchange prevailing on the dates of the
transactions. At each reporting date, monetary assets and liabilities that are denominated in foreign currencies
are translated at the rates prevailing at the date of the statement of financial position. Exchange differences
are recognized in operations in the period in which they arise.

Income taxes

Any income tax on profit or loss for the period presented comprises current and deferred tax. Income tax is
recognized in profit or loss except to the extent that it relates to items recognized directly in equity or other
comprehensive income/loss, in which case the income tax is recognized in equity or other comprehensive
income/loss.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted, or
substantively enacted, at the end of the reporting period, and any adjustment to tax payable in respect of
previous years. Current tax assets and current tax liabilities are only offset if a legally enforceable right exists
to set off the amounts, and the Company intends to settle on a net basis, or to realize the asset and settle the
liability simultaneously. Deferred tax is provided for temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Temporary
differences are not provided for the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit. The amount of deferred tax provided is based on the expected manner of realization or
settlement of the carrying amount of assets and liabilities, on a non-discounted basis using tax rates at the end
of the reporting period applicable to the period of expected realization. A deferred tax asset is recognized only
to the extent that it is probable that future taxable profits will be available against which the asset can be
utilized.

Share-based payments

Equity-settled share-based payments to employees and others providing similar services are measured at the
fair value of the equity instruments at the grant date.

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a
graded vesting basis over the period during which the employee becomes unconditionally entitled to equity
instruments, based on the Company’s estimate of equity instruments that will eventually vest. At the end of
each reporting period, the Company revises its estimate of the number of equity instruments expected to vest.
The impact of the revision of the original estimates, if any, is recognized in profit or loss such that the cumulative
expense reflects the revised estimate, with a corresponding adjustment to the equity reserve.

Equity-settled share-based payment transactions with parties other than employees are measured at the fair
value of the goods or services received, except where that fair value cannot be estimated reliably, in which
case they are measured at the fair value of the equity instruments granted, measured at the date the entity
obtains the goods or the counterparty renders the service.

For those options and warrants that expire after vesting, the recorded value is transferred to deficit.
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Black Swan Graphene Inc.
Notes to the Consolidated Financial Statements
For the years ending December 31, 2022 and December 31, 2021

Expressed in Canadian Dollars

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Loss per share

The Company presents basic and diluted loss per share data for its common shares, calculated by dividing the
loss attributable to common shareholders of the Company by the weighted average number of common shares
outstanding during the period. The diluted loss per share calculation assumes that any proceeds from the
exercise of dilutive stock options and warrants would be used to repurchase common shares at the average
market price during the period, with the incremental number of shares being included in the denominator of
the diluted loss per share calculation. Diluted loss per share does not adjust the loss attributable to common
shareholders or the weighted average number of common shares outstanding when the effect is anti-dilutive.
All the Company’s outstanding options were anti-dilutive to December 31, 2022 and 2021.

Impairment of non-financial assets

Impairment is determined for an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets. If this is the case, the individual assets of
the Company are grouped together into cash generating units (“CGUs”) for impairment purposes. Such CGUs
represent the lowest level for which there are separately identifiable cash inflows that are largely independent
of the cash flows from other assets or other groups of assets. If the carrying amount of the asset exceeds its
recoverable amount, the asset is impaired, and an impairment loss is charged to loss to reduce the carrying
amount to its recoverable amount.

A previously recognized impairment loss is reversed only if there has been a change in the estimates used to
determine the asset’s recoverable amount since the last impairment loss was recognized. If this is the case,
the carrying amount of the asset is increased to its recoverable amount. The increased amount cannot exceed
the carrying amount that would have been determined, net of depreciation/amortization, had no impairment
loss been recognized for the asset in prior years. Such a reversal is recognized in loss.

Intangible assets

Intangible assets that are acquired separately are initially recorded at cost. Following initial recognition,
intangible assets are carried at cost less accumulated amortization and impairment losses, if applicable. The
useful life of intangible assets is assessed as being either finite or indefinite. Fixed-life intangible assets are
amortized over their useful life and are tested for impairment whenever there is any indication that the intangible
asset may have depreciated. The amortization period and the amortization method for intangible assets with
a finite useful life are reviewed at each closing date. Changes in the expected useful life or in the consumption
of future economic benefits of the asset are considered to be factors modifying the depreciation period or
method, if any, and are treated as changes in accounting estimates. Depreciation expense for finite life
intangible assets is recognized in the statements of loss and comprehensive loss.

Identifiable intangible assets are recorded at cost and are amortized using a straight-line basis over 10 years.
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Black Swan Graphene Inc.
Notes to the Consolidated Financial Statements
For the years ending December 31, 2022 and December 31, 2021

Expressed in Canadian Dollars

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Accounting changes

During the year ended December 31, 2022, the Company adopted a number of amendments and
improvements of existing standards. These included amendments to IAS 1. These new standards and
changes did not have any material impact on the Company’s financial statements.

Certain new standards, interpretations, amendments and improvements to existing standards were issued by
IASB or IFRIC that are mandatory for accounting periods beginning on or after January 1, 2022.

IAS 1 — In February 2021, the IASB issued ‘Disclosure of Accounting Policies’ with amendments that are
intended to help preparers in deciding which accounting policies to disclose in their financial statements. The
amendments are effective for year ends beginning on or after January 1, 2023.

IAS 1 — Presentation of Financial Statements (“IAS 1”) was amended in January 2020 to provide a more
general approach to the classification of liabilities under IAS 1 based on the contractual arrangements in place
at the reporting date. The amendments clarify that the classification of liabilities as current or noncurrent is
based solely on a company’s right to defer settlement at the reporting date. The right needs to be unconditional
and must have substance. The amendments also clarify that the transfer of a company’s own equity
instruments is regarded as settlement of a liability, unless it results from the exercise of a conversion option
meeting the definition of an equity instrument. The amendments are effective for annual periods beginning on
January 1, 2023.

IFRS 10 — Consolidated Financial Statements (“IFRS 10”) and IAS 28 — Investments in Associates and Joint
Ventures (“IAS 28”) were amended in September 2014 to address a conflict between the requirements of IAS
28 and IFRS 10 and clarify that in a transaction involving an associate or joint venture, the extent of gain or
loss recognition depends on whether the assets sold or contributed constitute a business. The effective date
of these amendments is yet to be determined, however early adoption is permitted.

4, INTANGIBLE ASSETS

The Company acquired certain intangible asset related to a patented graphene processing technology from
Thomas Swan, and a license from Trinity College Dublin for the production of exfoliated defect-free, non-
oxidized 2-D materials in large quantities (the “TCD License”), which license was previously held by Thomas
Swan. In addition, Black Swan Graphene and Thomas Swan have entered into a License Agreement and a
Sub-License Agreement, pursuant to which Black Swan Graphene has granted Thomas Swan a license to
graphene processing technology for production of up to 1,000 tonnes per year and Black Swan Graphene has
sub-licensed the TCD License to Thomas Swan, respectively.

The TCD License is subject to an incremental royalty rate ranging from 3.0% up to 9.0% of net sales when
greater than €20,000,000 ($27,345,000) and have lives of 15 or 20 years from the commencement of
commercial sales related to such licenses.

To acquire the licenses, the Company paid Thomas Swan £3,000,000 ($5,216,050) and issued 3,875,000
common shares of the Company valued at $3,853,100, based on the value of the common shares in the
previous private placement financing. Mason Graphite Inc., (Note 8) incurred transaction fees totaling
$390,128, which have been recorded within intangible assets and as a contribution from owner and presented
within equity.
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4, INTANGIBLE ASSETS (Continued)

Intangible assets are amortized over a ten-year period.

Intangible Assets
Balance December 31, 2020 -

Acquistion of Intangible assets 9,459,278
Amortization of Intangible assets (315,309)
Balance December 31, 2021 9,143,969
Balance December 31, 2021 9,143,969
Amortization of Intangible assets (945,928)
Balance December 31, 2022 8,198,036
5. REVERSE TAKEOVER TRANSACTION

On August 2, 2022, Black Swan completed a reverse takeover transaction pursuant to which it acquired all of
the issued and outstanding common shares of Black Swan Graphene Inc.

To record the Transaction, whereby under acquisition accounting rules, Black Swan acquired Dragonfly. The
Transaction is assumed to constitute an asset acquisition, as Dragonfly did not meet the definition of a business
in accordance with IFRS 3. The number of shares issued to Dragonfly shareholders was 16,311,000. The
value of the shares issued for the purchase price has been based on the price of the shares in the subscription
receipt financing as the concurrent subscription receipt price was assessed as being the best estimate of the
fair value of the shares.

As part of the acquisition, the Company acquired a working capital deficiency of $512,986. Transaction costs,
being the excess of the value of the shares issued over net assets, were $4,568,686.

In addition to the terms of the Finder's Fee Agreement, Black Swan agreed to issue 10,727,000 shares at a
deemed price of $0.15 per Resulting Issuer Share, as a finder’s fee in consideration for the finder's services in
facilitating the identification, negotiation and implementation of the reverse takeover of Dragonfly by Black
Swan with a value of $1,609,050.
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5. REVERSE TAKEOVER TRANSACTION (Continued)

Details of the allocation of the estimated fair values of identifiable assets acquired and liabilities assumed, and
price consideration are as follows:

Consideration paid:
16,311,000 shares issued with valued of $0.15 $ 2,446,128

10,727,000 shares issued for finder's fees $ 1,609,050
$ 4,055,178
Purchase price allocation:
Cash $ 15,141
Accounts payable - 528,127
Transaction costs 4,568,164
$ 4,055,178
6. SHARE CAPITAL
Authorized

On December 31, 2022, the authorized share capital consisted of an unlimited number of common shares,
each carrying one vote.

As part of the reverse acquisition transaction (Note 1 and 5), an exchange ratio was applied whereby each
share of Black Swan was exchanged for 15.2 shares. The share and per share quantities and values have
been retroactively updated to reflect this share exchange ratio.

Issued and Outstanding

On December 31, 2022, the Company had 283,938,008 common shares issued.

Common share activity during the period ended December 31, 2022 is as follows:

Number of shares

outstanding Amount
Balance, December 31,2020 1 $ 1
Private placement financings 151,330,342 10,706,283
Share issue costs - (20,000)
Shares issued for patent acquisition 58,900,000 3,853,100
Balance, December 31, 2021 210,230,343 14,539,384
Private placement financings 46,669,665 7,000,450
Share issue costs - (107,100)
Transaction costs - Finder's fee 10,727,000 1,609,050
Reverse takeover transaction 16,311,000 2,446,128
Balance, December 31, 2022 283,938,008 25,487,912

i. In connection with the reverse acquisition transaction completed on August 2, 2022, 16,311,000
shares were issued to the former shareholders of Dragonfly Capital Corp. valued at a price of $0.15
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Vi.

which was the value of common shares issued as part of the subscription receipt financing that closed
as part of the closing of the reverse takeover transaction. (Note 5)

On August 2, 2022, the Company completed a non-brokered financing (“the Subscription Receipt
Financing”) of 46,669,665 subscription receipts at a price of $0.15 per Subscription Receipt to raise
gross proceeds of $7,000,450. Each Subscription Receipt has been exchanged for one Common
Share on completion of the reverse acquisition transaction. A member of management subscribed for
266,667 shares at a value of $40,000. (Note 5).

Pursuant to the terms of the Finder’'s Fee Agreement, Black Swan agreed to issue 10,727,000 shares
at a deemed price of $0.15 per Resulting Issuer Share, as a finder’s fee in consideration for the finder’s
services in facilitating the identification, negotiation and implementation of the reverse takeover of
Dragonfly by Black Swan (Note 5).

On November 8 2021, the Company completed a private placement financing by issuing 33,530,349
common shares at a price of $0.09 per share for gross proceeds of $3,000,083. Directors and or
officers subscribed for 3,352,953 common shares for gross proceeds of $300,000.

On August 26, 2021, the Company acquired a portfolio of patents from Thomas Swan through the
issuance of 58,900,000 common shares valued at $3,853,100 based on the value of the common
shares in the previous private placement financing.

On July 21, 2021, the Company issued 117,799,985 common shares to Mason Graphite Inc. (Note 8)
for gross proceeds of $7,706,200.
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6. SHARE CAPITAL (continued)
Stock Options and Restricted Share Units

Black Swan established an equity incentive plan to be known as the Omnibus Equity Incentive Plan (as the
same may be amended from time to time in accordance with its terms, (the “Plan”). The Plan permits the grant
of Options to purchase common shares, Restricted Share Units, Deferred Share Units and Performance Share
Units. The Plan was approved by the Board on August 2, 2022.The exercise price and vesting period of any
option is fixed by the Board of Directors on the date of grant, in accordance with applicable stock exchange or
other regulatory requirements, if applicable. The maximum aggregate number of common shares under option
at any time under the Plan cannot exceed 10% of the issued shares.

The following schedule details stock options outstanding as at December 31, 2022:

Exercise Remaining life
Expiry Price Outstanding Exercisable (years)
October 25, 2031 0.15 13,000,000 13,000,000 8.82
November 12, 2026 0.15 2,175,000 2,175,000 3.87
November 7, 2027 0.15 700,000 700,000 4.85
November 25, 2027 0.15 350,000 350,000 4.90
Balance, December 31, 2022 16,225,000 16,225,000

On the Transaction date, outstanding options of Black Swan were cancelled and replaced with 15,175,000
options exercisable at $0.15 per share, and 7,875,000 Restricted Share Units, vesting over one year. The
cancellation and replacement of these share-based payment instruments is identified as a modification for
accounting purposes in accordance with IFRS2, Share-based payment.

In accordance with modification accounting, the value of the share based payments previously outstanding
was re-estimated at the modification date using the Black-Scholes option pricing model and the following
assumptions: expected life of 9.6 years or 4.6 years, expected volatility of 83%, risk free interest rate of 3%,
current stock price based on the price of the shares in the subscription receipt financing ((Note 3(b), as the
concurrent subscription receipt price was assessed as being the best estimate of the fair value of the shares),
and expected dividend yield of 0%); - the value of the share based payments outstanding after the modification
were estimated at the modification date whereby: the value of options was estimated using the Black-Scholes
option pricing model and the following assumptions: expected life of 9.6 years or 4.6 years, expected volatility
of 83%, risk free interest rate of 3%, current stock price based on the price of the shares in the subscription
receipt financing ((Note 3(b), as the concurrent subscription receipt price was assessed as being the best
estimate of the fair value of the shares), and expected dividend yield of 0%); and on the value of the RSUs
was estimated based on the price of the shares in the subscription receipt financing ((Note 3(b), as the
concurrent subscription receipt price was assessed as being the best estimate of the fair value of the shares).
Based on this analysis, it was determined that an incremental fair value of $600,000 results due to the
modification.

This incremental fair value is less than the estimated fair value of the RSUs, and is to be recorded over the
vesting period of the RSUs, with no additional expense to be recorded at the time of the modification and
Transaction. During the year ended December 31, 2022, $265,340 was recorded as share based payments.

Restricted Share Units

On August 2, 2022, the Company granted 7,875,000 restricted share units (“RSU’s”) to Directors, Officers and
Consultants of the Company. The RSU’s vest immediately after a one-year term.
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7. CAPITAL MANAGEMENT

The Company manages and adjusts its capital structure based on available funds in order to support the
acquisition, exploration and development of mineral properties. The Board does not establish quantitative
return on capital criteria for management, but rather relies on the expertise of the Company’s management to
sustain future development of the business. The Company considers its capital to consist of common shares.

Management reviews its capital management approach on an ongoing basis and believes that this approach,
given the relative size of the Company, is reasonable. There were no significant changes in the Company’s
approach to capital management during the years ended December 31, 2022 and 2021.

The Company is not subject to any capital requirements imposed by a lending institution or regulatory body,
other than of the TSX Venture Exchange (“TSXV”) which requires adequate working capital or financial
resources of the greater of (i) $50,000 and (ii) an amount required in order to maintain operations and cover
general and administrative expenses for a period of 6 months.

As of December 31, 2022 and 2021, the Company believes it is compliant with the policies of the TSXV.

8. FINANCIAL INSTRUMENTS

Financial instruments recorded at fair value on the statement of financial position are classified using a fair
value hierarchy that reflects the significance of the inputs used in making the measurements. The fair value
hierarchy has the following levels:

a) Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities;

b) Level 2 - Inputs other than quoted prices that are observable for assets or liabilities, either directly
or indirectly; and

c) Level 3 - Inputs for assets and liabilities that are not based on observable market data.

The fair value hierarchy requires the use of observable market inputs whenever such inputs exist. A financial
instrument is classified to the lowest level of the hierarchy for which a significant input has been considered in
measuring fair value.

The Company’s financial instruments include cash, amounts receivable and accounts payable and accrued
liabilities. The carrying values of these financial instruments reported in the statements of financial position
approximate their respective fair values due to the relatively short-term nature of these instruments. As at
December 31, 2022 and 2021, the Company had no instruments to classify in the fair value hierarchy.
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8.

FINANCIAL INSTRUMENTS (continued)

The Company’s risk exposures and the impact on the Company’s financial instruments are summarized below:

(a) Credit risk

Counterparty credit risk is the risk that the financial benefits of contracts with a specific
counterparty will be lost if a counterparty defaults on its obligations under the contract. This
includes any cash amounts owed to the Company by those counterparties, less any amounts
owed to the counterparty by the Company where a legal right of set-off exists and also includes
the fair values of contracts with individual counterparties which are recorded in the financial
statements.

a. Trade credit risk
The Company is not exposed to significant trade credit risk.

b. Cash
In order to manage credit and liquidity risk the Company’s policy is to invest only in highly
rated investment grade instruments that have maturities of three months or less. Limits are
also established based on the type of investment, the counterparty and the credit rating.

(b) Currency risk

Currency risk is the risk that the fair value of, or future cash flows from, the Company’s financial
instruments will fluctuate because of changes in foreign exchange rates. The Company’s foreign
currency risk arises primarily with respect to UK sterling and US dollars from operations.
Fluctuations in the exchange rates between these currencies and the Canadian dollar could have
a material effect on the Company’s business, financial condition and results of operations. The
Company does not engage in any hedging activity to mitigate this risk.

(c) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated
with financial liabilities. The Company’s approach to managing liquidity risk is to ensure that it will
have sufficient liquidity to meet liabilities when due. At December 31, 2022, the Company had a
cash balance of $8,874,657 (December 31, 2021 - $4,899,620) to settle current liabilities of
$649,109 (December 31, 2021 - $100,000). The Company’s trade payables have contractual
maturities of less than 30 days and are subject to normal trade terms.
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9. RELATED PARTY TRANSACTIONS

Compensation of key management personnel of the Company

In accordance with IAS 24, key management personnel are those persons having authority and responsibility
for planning, directing and controlling the activities of the Company directly or indirectly, including any directors
(executive and non-executive) of the Company. During the year ended December 31, 2022, the remuneration
of directors and other key management personnel was $763,466 and $1,054,632 including bonuses paid
during the year. (2021 - $324,500). A total of $248,945 was recorded in share-based payments expense for
options and RSU’s issued to directors and officers.
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10. INCOME TAXES

a) Provision for Income Taxes
2022 2021
$ $
(Loss) before income taxes (8,491,318) (1,940,819)
Expected income taxrecovery based on statutoryrate (2,250,000) 514,000
Adjustment to expected income taxrecovery:
Share based compensation 70,000 (269,000)
RTO transaction costs 1,220,000 -
Difference in taxrates - -
Change in benefit of tax assets not recognized 960,000 (245,000)
Deferred income tax provision (recovery) - -
b) Deferred Income Tax
2022 2021
$ $

Unrecognized deferred tax assets

Deferred income tax assets have not been recognized in respect of the following deductible temporary differences:

Non-capital loss carry-forwards 3,625,000 925,000
Share issue costs 98,000 20,000
Other temporary differences 1,261,000 -
Total 4,984,000 945,000

11. COMMITMENTS AND CONTINGENCIES
Management Contracts

The Company is party to certain management contracts. These contracts require payments of $1,475,000
upon the occurrence of a change in control of the Company, as defined by each officer’s respective consulting
agreement. The Company is also committed to payments upon termination of $680,000 pursuant to the terms
of these contracts. As a triggering event has not taken place, the contingent payments have not been reflected
in these consolidated financial statements.
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Intangible Assets
See Note 4.
GEIC Membership Agreement

On March 9, 2022, BSG and the University of Manchester entered into the GEIC Membership Agreement,
granting the Company a “Tier 2" membership in the Graphene Engineering Innovation Centre (“GEIC”)
established by the University. The GEIC Membership Agreement grants the Company a license to occupy a
shared laboratory space and book hot desk space at the University. BSG shall retain or be passed title to all
intellectual property, know-how and results generated from such collaborative projects with the University of
Manchester, subject to a 5% royalty, Black Swan must pay to the University for a period of 15 years if BSG
commercially exploits such intellectual property, know-how or results. Pursuant to the terms and conditions set
out in the GEIC Membership Agreement, the University of Manchester may publish the results obtained from
the collaborative projects.

12, SUBSEQUENT EVENTS

On February 10, 2023, the Company has entered into two debt settlement agreements under which it has
agreed to settle $298,320 of debt currently owed to the creditors at a deemed price of $0.21 per share resulting
in the issuance of 1,420,571 common shares (the "Debt Settlement"). Closing of the Debt Settlement is subject
to customary closing conditions including receipt of TSX Venture Exchange approval. The Company has filed
a Form 4E with the TSXV to seek acceptance to the Debt Settlement. The Shares issued under the Debt
Settlement will be subject to a hold period of 4 months and one day from their date of issuance.

On April 6, 2023, the Company and Nationwide Engineering Research and Development Ltd ("NERD”)
announced the closing of the Equity Swap and the entering into of the Supply Agreement announced on March
27, 2023, creating a strategic partnership being embedded in a fully integrated supply chain which will include
Arup Group Limited ("Arup"), a multinational engineering consultancy headquartered in London, United
Kingdom, with 18,000 experts working across 140 countries.
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