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Chairman’s
Letter

Dear Fellow Shareholders

It has been a year of achievement for Margosa Graphite and as well as achieving the ambitious objectives set, the company has
also made significant progress on the journey to become a world leader. Previously our vision was centred on the supply of high-
grade crystalline graphite. MNow we are setting our sights on building an integrated Mine to Many Markets {MthM2) business,
leweraging the current market context, and exploiting the differentiating brilliance of Margosa's material.

This period (2022-23] has been fraught with ups and downs, which required Margosa to carefully navigate 5ri Lanka’s fiscal
instability and internal unrest, manage ambiguous and complex relationships within government departments and watch the

critical minerals market volatility and unpredictability. Regardless, Margosa's steadfast approach to achieving success has advanced
our value proposition and positioned us as a future leader in the global critical mineraks space.

The Company successfully completed its approvals process and revalidation of its studies and surveys leading to the Industrial
Mining License (IML) being granted. The IML will be activated based on Margosa's operational readiness commitment and the
declaration of placement of project capital in country. Margosa's in-country teams have continued to advance site-based
infrastructure and the project’s metallurgical test work continues to deliver cost saving and groundbreaking results. With the
introduction of new licensing regulations, Margosa was able to successfully conclude its Exploration License Appeals hearings with
thie Ministry of Environment and will now evaluate all licenses to create exploration and drilling plans. Currently, Margosa is erecting
the headframe which will enable the shaft to be sunk and bulk samples to be extracted once capital is in place and operational
plans can be executed.

We hawve established a partmership with UK-based scientists and experts in ultra-high value add processing of graphite and
manufacturing of graphene products and materials. Their testing has confirmed that Margosa's material is suitable for ‘high-end”
markets and that it can displace Synthetic Graphite due to its nuanced properties and characteristics. In collaboration, we have
formed a future focused view of how Margosa's material can support a cleaner, more sustainable, and more sophisticated future.
This approach has broadened the company’s view of market entry and influence in the short-term and on the far horizon. This in
turn has assisted hdargosa to map the time, space, and resource requirements to achieve market success and the provision of
quantitative, gualitative, and consistent supply to potential off-take partners. Importantly, this view has provided the key
ingredients to articulate Margosa's ability to scale. The ability to communicate Margosa's trajectory and show scale has proven to
be essential in recent discussions with institutions, brokers and investors and will ultimately define success for our ongoing capital
raising efforts.

The race to create sustainable supplies of graphite to support the global demand in EV manufacture has placed graphite in the
spotlight. With recent releases from China on new export controls and permitting requirements, there is a real energy in the market
and a drive to create autonomouws and secure Sovereign-based supply chains. This is an opportunity for Margosa to position itself
a5 a credible, cheaper, more secure, and consistent supplier to market. Not only for anode material, but for future-focused high-
value industry use-cases across solar, medical sensors, elastomers, and nano-carbon products. With this, there is even more onus
on Environmental, Social and Governance (ESG). Margosa has engaged one of Australia's leading E5G experts as our dedicated
expert advisor. Margosa's intent is to be an ESG keader and as such the company’s ESG framework and roadmap is in development.
This pack-leading focus will assist with articulating value to partners and investors and is a critical enabler for raising capital now
and in the future.
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Margosa’s financial position as a ‘going concern’ is commensurate with that expected of an organisation in advanced development,
looking to establish itself in the market. Efforts to raise capital continue and the Board's confidence has been substantiated through
the recent completion of due diligence with a Canadian Investment Bank and seweral other international, reputable institutions
and organisations. Margosa continues to generate interest with its value proposition and market differentiation. Paraphrasing Sun
Tzu and the Art of War, in all challenges we start with normality and end with strategy’. Margosa has pieced together a strategic
view of value creation and with that, a view of scale. The company has shifted the dial over the last reporting pericd and is ready

to make history.

| wish to express my sincere appreciation to my fellow Directors and the executive management team for their hard work and
commitment which has enabled us to achieve excellent progress. | am confident and | am excited of what the next year will bring.
Margosa is uniquely positioned to positively disrupt the market, to turn heads and to pave the way for a cleaner, sustainable, and
more sophisticated future for the global community.

Sincerely

Colin Belton
Chairman

Margosa Graphite Lid
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The Directors presanl their raport, logather with the financial stalemeants, on the consolidated antity (referred o hereafter as

lhe "Group') consisting of Mangosa Graphile Limiled (referred to hareafler as the 'Company' or ‘parent antity') and the antities
it controlled at the and of, or during, the year ended 30 June 2023,

Directors

The following persons were Direclors of Margosa Graphile Limited during the whole of the financial year and up o the dale
aof this report, unless olharwise stated:

Kir. John Shacklelon (Managing Direclor) — appointed 07 December 2012

Mr. Peter Thomas Cunningham (Mining Director) — appeinted 18 January 2017 (Resigned 319 Octlober 2022)
kir. Varuna Mallawarachchi (Mon-Executive Direclor) — appointed 08 February 2017

kir. Petar Sullivan (Mon-Executive Director) - appointed 30 Movembaer 2021 [Resigned 23 Octobaer 2022)

M. Colin Balten (Mon-Exacutive Director) - appointed 5 Oclobear 2022

Mir. Craig Penlland {Mon-Execulive Director) - appointed 5 October 2022

Mr. Donald James {Mon-Executive Director) — appointed 17 May 2021 (Resigred 6™ July 2022)
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Information on Directors

Mame:
Titha:

Exparience and exparlise:

Interast in equity
Shares
Parfarmancs nghts

Mame:
Titla:

Exparience and exparlise:

Interast in equity:
Sharas
Performance rights

Mame:

Titla:

Expanencs and axparisea:

Colin Belton

Mon-Executive Chairmen {appointed 5 Oclober 2022)

Colin has exlensive axperienca in business having held a number of pariner positions
in sevaral Accounling and Business Advisory firms in Australia. He has over 40 yaars’
experience as a Cerlified Practicing Accountant (CPA) and is now a Principal Consultant
and Chantered Tax Advisor for SLS Advisory, a highly regarded Chartered Accounting
and Business Advisory Firm. He has extensive experience advising ASX listed
organisations across a mulitude of industry and commarce. Colin has deep experience
of operating in Sr Lanka having been cne of the founding Direclors of Lankan
Resources Development Fund, an organisation which demerged in 2017 to ferm CGS
Ausiralia (a mining resources company operating a Silica Guartz mine in Sn Lanka) and
Margosa Graphite in 2017. Colin's knowledge of Sri Lanka and experience in-country
with the Geological Survey and Mines Bureau and respective Sr Lankan Ministers has
proven essential in assisting the organisalion to navigate its way lo the award of
Envirenmental Approvals and the Class ‘A’ Industnial Mining Licensa in 2023. Colin is
adepl al managing complex business scenanos thal require strategic thinking and a
systematic approach. He has shown Margosa Shareholders that he intends o support
the achievement of the company's siralegic objectives with drive and an innovative no-
nonsanse approach.

4,288 450
- il

John Shackleton

Managing Direclor

John & a mining execulive with owar 35 years of experience delivering operational
axcallance for Electrical Engineering and Mining construction and developmeant projects
globally. John's indusiry experiance stems rom his aeleclrical anginaering background
and includes the design and construction of mine critical infrastructure and wtilities, plant
consfruction and mine expansion. He brings deep operational knowledge across a
range of commodities and a slralegic approach to development and growth
opportunities. John is now leading Margosa from in-country as a resident with a focus
an managing critical stakehalder relabonships with govermnmenl mining agancies, He
has a deep understanding of Sr Lanka stemming from his role with CGS Ausiralia, a
mining resources company oparating a silica gquarkz mine in counitry. He was
instrumental in the conduct of feasibility study, the design, development and
construction of a process facility, negoliation with government agencies and ultimately
the award of a Class ‘A’ Industrial Mining License. This Project has successfully
operated for the past 10 years supplying the Silica market with products. John is
committed to Margosa's goal of uplifing Sn Lanka's Mining Industry maturity, building
slrong relationships with the governmeant, indigenous pariners, community stakeholders
and business pariners to ensure the company's aclivities deliver mutual banefit to these
slakeholdars while driving sirong value for shareholders.

5,728 5408

Paler Cunningham

Mining Director (Appointed 18™ January 2017, Resigned 31* Oclober 2022)

Pater is a highly gualified mining engineer with over 39 years of exparence in mine
developmeant and management in Australia, Asia and Africa. He has extensive prior
axpariance baing al Senior Executive and Board lavels.
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1,050,000

Varuna Mallawarachchi

Mon-Executive Direclor [Appointed 8% Fabruary 2017)

Highly exparienced Allormey-al-Law and MNotary Public defender with over 30 years of
axpariancs in civil instructon. Possesses a provan track record of success in providing
legal counsel to clients across industry and commerca. Holds excallant relationships
wilh gevernment deparimeants and has a truly intemational network across prolessional
sendicas, mining, manufacluring and wider indusiry and commerce. Varuna has
invested in intermational collaboration and knowledge transfer an Labour relations with
trade unions in Netherdands, Switzerland, Belgium, Malaysia and Singapore. Vanuna is
the Managing Director af Paraj Mining, a well-astablished silica quartz producer, which
has bean aparating for ovar 25 years, bringing product fram miné o markel consistantly.
He alzo leads a Sr Lankan Legal Firm which fecuses on corporate law, arbitration and
resolution, Labour and domeastic inguiry. Varuna i a Mon-Exacubive Diractor of Margosa
graphite and continues to hold the respecl of company shareholders who have
recognised his drive and determination in direcling the company on its pathway to
supporl the global communily in establishing a more sustainable, greener, and
sophisticated fulure.

4,722 134

Pater Sullivan

Mon-Executive Direclor (appointed 30 November 2021, resigned 23 Oclober 2022)
Mr Sullivan has over 30 years’ experence working with listed and unlisted resource
companies and has been closaly invalved wilth the strategic development of resource
projacis and companies with inpul across technical, financial, regulatory amnd
governance mallars. He has valuable insight and

axpariance in anginearing and construction, investiment banking and capital markels
and managing mining oparations in Ausiralia and intemationally. He holds a Bachalor
al Enginearing dagree from the University of Weslem Australia and an MBA from tha
Australian Graduate School of Managament. Mr Sullivan is currently a director of
Copper Mountain Mining Corparation, Panoramic Resources Limited, GME Resources
Lid, Horizon Gold Limited and was previously Managing Director and CEO of midcap
gold miner Resolute Mining Lid. He is also Non-Execulive Chairman of the Company’s
major shareholder Zeta Resources Limited, an ASX listed resource invesiment

COMpany.

- Nil
- Nil
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MNama: Craig Pantland
Titla: Mon-Exacutive Director (appointed 5 Oclobar 2022)
Exparence and expartise: Craig s a Chartered Accountant (CA), Certified Praclising Accountant (CPA) and

Chanered Tax Advisar with over 25 years’ axpariencs as a business leader in the public
domain and across a spectrum of commerce industries. He is curmently the Managing
Director (founding) of SLS Advisory, a Chartered Accounting practice and SME advisory
firm in Perth, WA He has spent the last 15 years as a direclor of a multitude of start-
up projects, ranging from exploration and production phased mining, mining, T
businesses and agriculiure. Craig has extensive expenence of cperating in Sr Lanka
and was one of the founding directors, CFO and Company Secretary of Margosa
Graphite Lid (Formery Lankan Resources Development Fund Pty Lid) bebween 2011-
2017. Craig is now a direclor, CFO and Company Secrelary of CGS Australia, a mining
resources company operaling a Silica Quartz mine in Sr Lanka. Craig brings a
ploneanng mindsel and a wealth of axpenenca o Margosa's Board of Direclors.

Intarest in equity

Shares 4 288 450

Parformance rights - Mil

MNama: Donald James

Titha: Mon-Executive Director (Appointed 17™ May 2021, resigned 7 July 2022}

Exparience and axpariise: Donald s a cerified Chartered Accountant with extensive financial and corporate

experiance in high value private and listed public companies. He has hald strategic key
manageamant posilions and non-axeculive director reles in developing and operational
antities, within which ha has demonsiraled a strong focus on delivering high relurmn
business oulcomes. Donald commenced his carear with six years at
PricewaterhouseCoopers and more recently has been a member of group executive
leadership teams in ASX 200 companies, with specific accountability in roles including
Chief Execulive — Investments, Chiel Operating Officer and Chiel Financial Officer.

Interest in equity
Shares - Mil
Parfarmance rights - Mil

Company secretary
Ms Kelly Moore (Appointed 207 February 2018, resigned 31% January 2023)

Ms Moara is a qualified Charered Accountant and Company Secrelary with exlensive axperienca in providing accounting and
sacrelanal advice o public companies. Ms Moore holds a Bachelor of Commerce degree from the University of Wastemn
Australia, is a member of the Institute of Chartered Accountants Australia and Mew Zealand, is a graduate of the Australian
Institute of Company Directors and an associate member of the Governance Insfitute of Australia.

Company secretary

Mr Craig Douglas Pentland (Appainted 31 January 2023)

Craig Is a Chartered Accountant {CA), Certified Practising Accountant (CPA) and Chartered Tax Adviser with over 25
years' experience as a business leader in the public domain and across a spectrum of commerce industries. He is
currently the Managing Director (founding) of SLS Advisory, a Chartered Accounting practice and SME advisory firm
in Perth, WA. He has spent the last 15 years as a director of a multitude of start-up projects, ranging from exploration
and production phased mining, mining, IT businesses and agriculture. Craig has extensive experience of operating in
3ri Lanka and was one of the founding directors, CFO and Company Secretary of Margoza Graphite Ltd (Formaerly
Lankan Resources Development Fund Pty Ltd) between 2011-2017. Craig is now a director, CFO and Company
Secretary of CGS Australia, a mining resources company operating a Silica Quarz mine in Sri Lanka. Craig brings a
pioneering mindset and a wealth of experience to Margosa's Board of Directors.



. ( " MARCOSA

/ GRAPHITE LIMITED
Director's Report Annugl Report - 30 June 2023

Principal activities
The Company, through its subsidiaries is primarily invalved in mineral exploration. mining and development at Sri Lanka.

Review of operations

Ovarview

Margosa is a public unlisted company incorporated in Weslern Australia. The Company, through its subsidiaries (ihe Group)
i5 primanly involved in mineral exploration, mining, and development in Sn Lanka.

Company Strategy
The Group's vision is to find, develop and mine high-grade vain graphite deposits in Sn Lanka, and become the leading
supplier of this rare and supenor graphite farm.

Company Milestones for the financial year ended 30 June 2023

(1) The Company successiully maintained its presence, standing and reputational integrity during the paolitical upheaval
and Government changes that swepl through the establishment of S Lanka. Senior Management remained in
courlry 1o ensure that the integrity of the Projects remained within the Company control. The Company has concluded
thalt although the upheaval was of a disturbing and al timeas distressing event for the people of S Lanka, managameant
maintained full and informed situational awareness o ensure effective security, threal and risk management

(2] Tha Company successiully completed its approvals procass and revalidation of its studies and surveys ralated to the
Industrial Mining Licanse {IML) applicaticn for the Ridee Ganga Project (RG Project), Pathakada EL219.

(3] With the award from the Central Environmental Authority (CEA), of the Environmental Approval for the Project, the

Company then concluded the sequence of meetings required with the appeinted, Government Technical Evaluation
Committee [TEC).
During the technical evaluation pericd, with the change of Governmenl, and changes within the Sri Lankan Mines
Departimant (GSMB), the Company was lorced to adopt and medily specific requiremenits already achieved, o satisly
regulation changas to the Mining Regulalions Act that ware brought into fruition during this period. Proceading the
Company's evaluation of the new Mining Regulations, they were able to succassfully conclude the TEC meetings
and were subseqguently advise of the award of the IML subject to operalional readiness. A Leller of Intent has been
issued 1o the Company for the award of the IML of notification by the Company of operational readiness. The naw
Mining Regulaticn changes are considerad 1o nol be onerous io the Company.

(4] The Company was able to further its Operational Readiness activities al the RG Project site by advancing
infrastruclure installation during the year. Thesa acltiviies had been schaduled and linanced durng the previous
paricd and had been delayed during the polibkcal unresl. The Company conlinues Lo advance ils oparational readiness
and will advise the GSMB of its position in due course.

(5] The Company successfully complated its metallurgical test work with Orway Metallurgical Consultants (OMC), in
Perth 1o simplify the front-end crushing and grinding section of the curment process flowsheet. This work has
culminated in a reduction of the RG Project CAPEX process plant requirements as well as having a beneficial effect
on the reguired mainlenance cosls, consumables, and reagents, (reducing ongoing OPEX cosls).

(B) Pending changes made within the GSMB with senior managemaent positions, the Company was able to successfully
conclude ils Exploration Licensa Appeals hearings with the Ministry of Emvironment with regards o oulstanding
license preseniations and applications. The Ministerial Secretary advised al the Appeals meating that the Company
should be awarded all ils relative licenses given it had complied with all GSMB and Mining Regulations inclusive of
oculstanding new applications. Tha Company will now re-avaluate its tanure halding and deliver a detailed report o
the GSME o comply with the new Mining Regulations Acl on ils portiolio.

Remate statulory Exploration activities continued within the Company’s active and pending renewal license areas.

(7] The Company successiully continues to adopt practices 1o help protect and keep safe its Sri Lankan employees,
consullants, and contraclors.

(8) Aleng with iz focus on developing the assels in Sr Lanka, the Company is expanding ils vision inlo “Vertical
Integralion™ which is considerad a valid siralegy in managing a developing market and the associated volatility.
Invasimeant in an optimal operating model and both direcl and indirect investiments from pafnerships and adjacencies
will allow us to caplure strategic value and returns on investment that will far exceed stand-alone 3rd parly and offtake
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modals, This in turn will provide a level of support and insulation o market velatility and the risks associated with a
pionearing approach.

(9] Owr intent is to build (over ime ), an integrated capability thal covers the full lifecyche Tor graphile including discovery,
exploralion, mineral extraciion, processing, conversion lo refined products, manufacture of graphene and Land
rehabilitation. This strategy will redafine what vertical integration means for the sector in 5n Lanka and Mamosa will
b at the leading adge.

Projects Review
A raviaw of work al Palthakada, and over the Company’s other Sn Lankan licensa areas during the year is sal oul below:

Pathakada EL 219

Metaliurgy

The Company successfully completed its metallurgical tesl work with Orway Melallurgical Consullants (OMC), in Perth to
simplify the front-and crushing and grinding section of the currenl procass flowsheal. This work has culminated in a reduction
al the RG Project CAPEX procass plant requirements as well as having a benaficial effect on the required maintenance cosls,
consumables and reagents also reducing angoing OPEX costs.

Airvirg

Physical mining activities did not commence as scheduled due to ongoing IML negotiations, consolidation and
understanding of new Mining regulations and funding restrictions. Every endeavour was made to progress the Mining
license application to its successful conclusion.

Explaration

Exploration activities have continued in the surrounding grids o the RG Project throughout FY 22023 al Pathakada EL/215.
Currant works have identified significant resulls which the Company will conlinue to evaluale and will culminals inlo a resource
respart in the near fubura.

10
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Aluketiya EL218

#  Aluketiya is located in the Kalutara district. The Company was able 1o successfully conclude its Exploration License
Appeals hearings for this Project area with the Ministry of Environment. The Company will continue 1o evaluate and
review its leval of holding on this Projact as il completes exploration assessment across the grids.

# Exploration was limited to statutory requirements. The Company will work closely with the local Mines
Department, (GSMB), to complete further works in FY23/24.

Dumbara EL264, EL311, EL312, EL313

# The project is located about 55 km scutheast of Colombe and is recorded as the first area to be commercially mined far
graphite in Sri Lanka in the 1850s.The Company was able lo successiully conclude its Exploration License Appeals
hearings for this Project area with the Ministry of Environment. The Company will continue o evaluate and review its
levial af halding on this Project as il completes exploralion assessment across the grids.

Exploration was limited o stalutory requirements. The Company will work closely with the local Mines Depariment,
(GSMB), to complede further works in FY23/24.

Waharaka EL254

s« The Waharaka project is located aboul 40 km east northeast of Colombe and aboul 15 km southwest of the Graphite
Kropitmuhl's Bogala graphite mina, ‘which has opeérated lor neary 150 years and s currenlly ovar 500 m deeap. The
Company was able lo successfully conclude its Exploration License Appeals hearings for this Project area with the

Ministry of Environment. The Company will continue o evaluate and review its level of holding on this Project as it
compleles axploration assessment across the grids.

Exploration was limited o stalulory requiremeants. The Company will work closely wilh the lecal Mines Depariment,
(GESMB), 1o complete further works in FY23/24.

Kithulgala EL27T0

¢« Kithulgala lies about 80 km east of Colombe and approximately 5 km south of the producing Bogala graphite mina, on
the Bogala Antiform. The Company was able o successfully conclude its Exploration Licenss Appeals hearings for this

Project area with the Ministry of Environment. The Company will conlinue 1o evaluate and review its level of halding an
this Prajact as it compleles exploration assessmeant across the gnds.

Exploration was limited o stalutory requirements. The Company will work closely with the local Mines Depariment,
(GESMB), to complete further works in FY2Z3/24.

Bopitiya EL255

] After extensive ground works, evaluation and review this lenement was relinguished by the Company.

Dehiowita EL319
¢« The Dehiowita project is situated about 45 km east of Colombe and south of the Waharaka project.
The Company was able to successiully conclude its Exploration License Appeals hearings for this Project area with the

Ministry of Emvironment. The Company will continue o evaluate and review ils level of holding on this Project as it
complates axploralion assessmeant across Lhe gnds.

Exploration was limited to statutory requirements. The Company will work closely with the local Mines
Department, (GSMB), to complete further works in FY23/24.

11
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Yattawatura EL271

s+ The Yaltawatura project is located about 45 km easl of Colombo, located between the Dehiowita and Dumbara projects.
The Company was able to successfully conclude its Exploration License Appeals hearings for this Project area with the
Ministry of Environment. The Company will continue o evaluate and review its level of holding on this Project as it
complates axploration assassmeant across the gnds.

Exploration was limited o slalutory requirameants. Tha Company will work closely with the lecal Mines Depafiment,
(GSMB), to complete further works in FY23/24.

Avissawella & Kukulaga

o The Avissawella & Kukulaga license areas raprasent strike axlensions o the Dehiowila-Waharaka and Dumbara Tier 1
project areas, respectively. The Company was able 1o successiully conclude its Exploration License Appeals hearings
for this Project area with tha Ministry of Environment. The Company will continue 1o evaluale and review its leval of
halding an this Prajact as it completes exploralion assassment across the grids.

Exploration was limited o slalutory requiremants. Tha Company will work closely with the lecal Mines Deparimenit,
(GSMB), to complete further works in FY23/24.

Gabbala

s The Gabbala licence area is located approximately 100 km northeast of Colombo in the Kegalle District in
Sabaragamuwa Provinca. The Company was abla to succassiully conclude its Exploraticn License Appeals hearings for
this Project area with the Ministry of Envirenment. The Company will continue 1o evaluate and review its level of holding
an this Project as il completes axploration assessment across the grids.

Exploration was limited o slalutory requirameants. Tha Company will work closely with the lecal Mines Depafiment,
(GSMB), to complete further works in FY23/24.

Corporate Activities
During the year, the Company has raised 5518450 through the issue of shares and Snil through the conversion of convertible
nobas.

Financial results and condition
The Loss for the Group after providing for income tax amounted to $1,109,003 (2022: §1 267 2458). The nel assets of the
Group as at 30 June 2023 wera $3,584 637 (2022 §5.575,470).

For the year ended 30 June 2023, the Group had a working capital deficit of 51,028 452 (2022: $418,755) and nel cash
oulflows of $125,908 (2022: $1,750.481).

Summary of results
2023 2022
5 5
Revenue rom ordinary aclivities - -
Other income 38,550 38,303
Expanditura (1,148,553}  (1,305,549)
Lass Irom conlinuing oparalions (1,109,003}  {1,267.246)
Other comprehensive incomsa (1.400.273) (4,212 839)
Total comprehansive loss (2,508.276)  (5480.,085)
2023 2022
5 5
Prafit){Loss) attributable o owners of Margosa Graphite Lid (1,685,731) (1,267,505)
sharas on issue al reporting date 87 347 437 86,037,221
Weaighted avarage number ol shanres BE, 714,247 85,393,334

12
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FProfit{Loss) par shara (cants) (1.94) (1.48)

The Direclors balieve the Group is well positioned o continue to deliver significant shareholder value.

Significant changes in the state of affairs
There were no significant changes in the state of affairs of the Group during the financial year.

Dividends
Thera were no dividends paid, recommended or declared during the current or pravious financial year.

Shares under option
There were no unissued ordinary shares of Margosa Graphite Limited under option outstanding at the date of this report.

Shares issued on the exercise of options
There were no ordinary shares of Margosa Graphite Limited issued on the exercise of aptions during the year ended 30 June
2023 and up to the date of this report.

Shares under performance rights
There were no unissued ordinary shares of Margosa Graphite Limited under performance righls outstanding at the date of
his report.

Shares issued on the exercise of performance rights
There were no ordinary shares of Margosa Graphite Limited issued on the exercise of performance rights during the year
anded 30 June 2023 and up 1o the date of this report.

Indemnity and insurance of officers
The Company has indemnified the Directors and executives of the Company for costs incurmed, in their capacity as a Director
aor exaculive, for which they may ba hald parsonally liable, excepl whara thare is a lack of good faith.

Diurirg the financial year, the Company paid a premium in réspacl ol a conlract o insure the Direclors and execulives of he
Company against a liability (o the extent permitied by the Corporations Act 2001. The contract of insurance prohibits disclosure
ol the nature of the lability and the amount of the pramium.

Indemnity and insurance of auditor
The Company has not, during or since the end of the financial year, indemnified or agreed to indemnify the auditor of the
Company or any related antity against a liability incurred by the auditar.

During the financial year, the Company has not paid a premium in respect of a contract to insure the auditor of the Company
ar any related antity.

Environmental regulation

The Group is subject to environmental regulation in relaticn to its exploration activities. It aims to ensure that the highest
slandard of environmental care is achieved, and thal it comples with all relevant environmenlal legislation. The Diraclors ane
not aware of any breaches during the period covered by this report.

Likely developments and expected results of operations
Likely developments in the cperations of the Group are set out in the above review of operations in this annual reparl. Any
future prospects are dependent upon the resulls of future exploration and evaluation.

Proceedings on behalf of the Company

Mo person has applied to the Court under section 237 of the Corporations Act 2001 for leave 1o bring proceedings on bahalf
of the Company, or 1o intervene in any proceadings to which the Company is a party for the purpose of taking responsibility
on behalf of the Company for all or parl of those proceedings.

Matters subsequent to the end of the financial year

Im July 2023 the company successfully completed a Rights issue raising approximately 750,000 for immediate operational
funding. Mo ather matler of circumstlance has arisen since 30 June 2023 that has significantly affected, or may significantly
affect the Group's operations, the results of those operations, or the Group's state of affairs in fulure inancial years.
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Directonfs Report 6l Report - 30 June 2023

Mon-audit services
The Group may decide o amploy the auditor on assignmants addiional to their statutory audit duties whare the auditor's
axpearise and expariencs with the Group are important.

e« Al non-audil sarvices ware subject o the corporale governance procedures adopled by the Company;, and

. he non-audil serdicas provided do nol undarmina the ganaral principles relating o auditor indepandence as sel oul in
APES 110 Code of Ethics for Professional Accountants, as thay did nod invalve reviewing or auditing the auditor’s own
work, acling in a managemenl or decision-making capacity for the Company, acling as an advocate for the Company or
jointly sharing risks and rewards.

Details of the amounts paid to the auditor of the Company, BDO Perth, and its related praclices for non-audil sarvices provided
during the year are sat out in note 19 in the inancial slatemeants.

Auditor's independence declaration
A copy ol the auditlor's independence declaration as required under seclion 307C of the Corporations Act 2001 is sal out
immediately aftar this Directors” rapoir.

This repar i5 made in accordanca wilh a resalution of Direclors, pursuant bo secton 29802 )(a) of the Corporations Act 2001.

On behall of the Direclors

Colin Belton
Chairman

03 November 2023
Pearth

14



Tel: 61 B 63EZ 4600 Lewel 9, Mia Yellagonga Tower 2
Fax: =61 8 6382 4601 5 Spring Stresat
ww'w bdo. com . au Perth, WA 6000

PO Box 700 West Perth WA 872
Avistralia

DECLARATION OF INDEPENDEMCE BY DEAMN JUST TO THE DIRECTORS OF MARGOSA GRAPHITE LIMITED

As lead auditor of Margosa Graphite Limited for the year ended 30 June 2023, | declare that, to the best of my
knowledge and belief, there have been:

1. Ho contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the
audit; and

2. Mo contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Margosa Graphite Limited and the entities it controlled during the pericd.

BDO Audit (WA) Pty Ltd
Perth

3 Movember 2023

BOO Auwcsit (WA Pry Lid ABH M9 112 284 MEF is a member of a national association of imdependent entities which are all members of B0 Australia

Lid A L7 00 1100205, an sustratian company liemited by guarantes. BDD Audit (WA} Pty Lid and BDO Awstralias Ltd are memnbers of BODO

International Ltd, a UK company limited by guarantes, and form part of the international 800 metwork of independent member firms. Liability 15
limited by & scheme approwed under Professional Standards Legistation.
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Statement ofprofit or loss & other comprehensive
income (yedr ending 30 June 2023)

Mote 2023 2022
5 5

Rewvenue
Other income 39 550 38,303
Expenses
Professional leas 4 (437,204) (602,458)
Diraclors faas {352,105) (218,809)
Uther operaling axpensas 5 {241,086) (392.4549)
Finance axpensas {7.148) {6,387)
Leasa paymenls (37 .568) (9,020)
Depreciation and amortisation expense 11,12 (45.894) (76,339)
Impairment loss on exploration and evaluation assals (27 .53T) -
Faraign axchange Gain - {6}
Loss before income tax expense (1,100,003} (1,267,255)
Income lax axpenssa B - -
Loss after income tax expensa for the year (1,100.003) (1.267,255)
Other comprehensive incomea
ltems that may be reclassifisd subseguently lo profit or loss
Foraign currancy translation (1,400,275) (4,212 839)
Other comprahansive incama for the yaar, nel of lax (1,400.275) (4,212,839)
Total comprehensive income for the year (2,509, 278)  (5480,085)
Lass for the year i attributable lo:
MNon-controlling interas! 16 578,728 258
Owmers of Mangosa Graphite Limited (1,685,731} (1,267.5914)

{1,108.003)  (1,267.255)

Total comprehensive income for the year is atiribulable o
Mon-caontrolling interast 16 448 181 (40,98.2)
Cramers of Margosa Graphite Limited (2,957 .458) (5439,103)

(2,500.278)  (5,480,085)

Ceants Ceants
Basic earnings per share T (1.84) (1.48)
Diluted eamings per share T (1.84) [1.48)

The above sfatement of profif or kogs and other comprehensive incorme should be read in conjunciion with the accompanying nofes
T 16
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Sfa’rem&ﬂ of financial position

5

Mote 2023 2022
$ -

Assats
Currant asseis
Cash and cash aguivalents B 70,5946 135 489
Trade and other receivables BB 247 51,483
Invantaries 148,740 124 522
Other 48,378 45,089
Tatal current assals 454,961 A5E, 583
Non-current assets
Exploration and evaluation 10 3,723,950 4,840,425
Propary, plant and aquipmant 11 476,048 1,034,289
Right-of-use assels 12 295 294 303,249
Other 11,001 17,681
Taotal non-current assals 5,006,338 G, 295, 644
Total assets 5,361,259 6,652,237
Liabilities
Current liabilities
Trade and other payables 13 1,348 630 739,151
Lease liabilities 33,783 A7, 18T
Borrowings 14 74,197 -
Taotal current liabilities 1,457,610 776,348
Non-current liabilities
Lease liabilities 318,052 300,419
Tatal non-current liabilitas 419,052 400,419
Total liabilities 1.776 682 1.076,TET
Net assets 3,584 B3T 5575470
Equity
Issued capital 15 20485 221 18,966,771
Reserves (5,119,314} (3,847 587)
Other Equity 17 2 496 417 -
Accumulated losses (12,251,902} (10,606,171)
Equity attributable 1o the ownars of Margosa Graphite Limited 5,570,422 5,513,013
Non-contralling interast 16 (1.985 785) 62 457
Total equity 3,584 63T 5575470

The above staterment of financial posiion showld be read in conjuncion with the accompanying nofes 17
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. GRAPHITE LIMITED

o (]
Sfcﬂem&ﬂ of changes in equity 4l Report - 30 June 2023
Foreign Other Mon-
lssued CUrrency Equity Accumulated controlling ;
translation losses  interest o0 equily
capital FEGEFYE
g g ] g g
Balamce at 1 July 2021 18,553,083 324,011 = (8,338 6E66) 103,433 10,641,877
Loss after income tax expense for
the yeaar - - - (1,267,505) 251 (1.267,255)
Other comprehensive incoms for
the yaar, nel of lax . [4.171,558] - - (41.241] _ {4 212 830)
Tolal comprehensive mocome for
the yeaar - (4,171,558) (1,267 ,506) {40,580] [(5.480,084)
Tranteciiond will) orsys i e
capacly A5 DWNErS:
Share-based paymants (nole 20) 33,478 - - . 33,478
Share lssue 80,20 - - - - 380,200
Balarce & 30 Junse 2022 18,8868 771 [3B4T SET) *  {(10E06 171} 82 449 5,575 461
Foreign Other M-
s ued CAPaRCY Equity acesmulated controlling Total it
capital translation s gas inlsrast T aquey
resErng
g ] g £ ]
Balamce al 1 July 2022 19,968,711 {3,847.587) - (10.806,171) £2.448 5,575,461
Praofit'loss) after income Lax
expange hof he year - - - [1.685,731) 578,728 (1,109,003)
Other comprehensive incoms for
the yaar, nel of lax . (1,271,727} . (128 54B) _ [1.400,275]

Tolal comprehensive ncome for
the yeaar - (1,271,727} - (1.685,730) 448181  (2,509,278)

Transsclions willy orsrs dn [fusr
capacly A5 DWNErS:
Transacihons with Nom-

Contralling mterest .- 2496414 - {2,496.414)
Share issue 518,450 . . - . 518.450
Balance al 30 June 2023 20,485,221 {5,119,314) 2496414 12 501 002 {1,985,785) 3,584 B35

The abave sfalernenl of changes in egquily should be read in connchon with the accompanying nodas 18
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Sta’rem&ﬂ of cashflows

5

Mote 2023 0x2
5 i
Cash fows from operating activities
RFecepts fram cusiomers 38,303 .
Paymenls 1o suppliers and employess (inclusive of GST) (398,017} (B59,479)
Irleres] recahesd 427 111.415
Med cash used in operaling activilies g (59,287} (T48,014)
Cash flows from investing activities
Faymenis for property, plant and eqguiprment 11 {448} (264,2T1)
Paymenis for exploration and evalualion 10 (300.952) (885,508)
Procesds Trom sales of plant and equiprment - -
Med cash used in investing aclivities (201.401) _ [1.248,779)
Cash flows from financing activithes
Proceeds from issue of shares 15 518,450 345,722
Proceeds Trom Bomowings 7245 -
Leage payments [53.915) (99,410)
Share iEsue cosls paid - -
Med cash fram financing aclivibes 534,780 247 312
Med decreass in cash and cash eguivalents (125.908) (1.750.481)
Cash and cash equivalants al the beginning of the financial yeas 135,480 1,804,501
Effecis of exchange rale changes on cash and cash eguivalenis 51,015 (15,531}
Cash and cash equivalants al the and of the financial year & 70,596 135,480
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Notes ic/fhe financial statements A""”f" Report - 30 June 2023

Mote 1. General information

The financial slatements cover Margosa Graphibe Limited &5 & Group congisting of Margosa Graghile Limiled and the enlifies
il coniraled at the end of, of dusing, the year. The financal sisterments ane presented in Ausiralian daollars, which is Margosa
Graphite Limited's functonal and presentation currency.

Margosa Graphile Limited = an unlisied public company limited by shares, incorporated and domiciled in Australia. It
registered office and principal place of business ane:

Registered office Principal place of business
1-3 Brixton Siresal, Collesioa WA 6011 1-3 Brixion Siresal, Coltesiaa W 6011
The Group is primarily involved in graphile exploration and development in the Se Lanka,

The financial staterneants were auihorsed for lssue, n acosrdance with a reaalulion of Direchors, 03 November 2023

Mote 2. Significant accounting policies

The pincpal aceeunting pobties adogbed in the preparation of the financial stataments are sal oul efller in the respeclive
nales of balow. These polices have been consistently apphed to all the years presenied, unless ofharwise stabed.

Mew or amended Accounting Standards and Interpretations adopted
The Group has adopled all of the new of amended Accounting Standards and Inlerpretations isswed by the Australian
Aceuriting Slandards Board [\AASE) thal are mandalory fof the curean] reparting period.

Arry nenw of amended Accounling Standards o Inlerpretations that are nol yal mandalory have nol been early adopled,

The adopon of these Accouniing Standards and Inlengpretations did nol have any significani impad on e fnancial
perfonmance or posilion of the Group.

Going concern
The finandal report has bean preparsd on the going concern basis, which conlemplatas the continuity of nommal business
aciivity and the realization of asseis and settlement of iabdiies in the normal cownse of business.

As distlosed in the finencial stalemants, the group recorded a Loss of 51,109.003 (2022 51,267 246) and had net cash
autflows Trofm oparating and nvasting activiles of 3660,668 (2022: 5419755 The Group also had a working capital dedicit of
31,102,640 (2022 51,997, 703) These condilions indicale the exiEglence of a malenal uncerainty thal may casi significant
doubl abaul the Group's abiily o conlinue a8 a going concarm.

The abiity of the entity o confinue as a geing concern is dapendent on secufing addiional funding through capilal raising
aclivilies 1o coninue (s operational and exploraion activiies.

The Direclors ane satisfied they will be able io raise addiional working capital as required and thus il is appropriate to pregane
ihe financial stabemeants on & poing concern basis. n arriving at this position, the drectors have considersd the lollowing
irsablers:

= The Direclon have assessed the cash Now requirements Tor the 12 monihs penad from the dale of apgroval of the
flimancial statements and s impact on e Group and beliave thene will be suffcsent funds o meat the Group’s wiorking
capital reguiresmenis,

= The working capital deficiency contains amounts nol currently cwing but will be due and setiled withing the nesxt 12
morths. The Direcion ane satisfied additional funds will be availlable when thedss abigations ane dus;

= Credilors iolaling approximately $837,683 have provided confinmabon they will extend sgresd payment berms wnti
such time as the Group has e ability bo setlle these obligations;

= The Gioup is in ongoing discussions with refmaning creditors which will be settled upon funding thiough & debl o
equity ewent Al the date of this regan, the Group has nol recaived any demands Tor payment Trom credibons,

= Aciive cost culfing measures have continued;

=  Key shareholders have conlirmesd wilingress 1o nancialy suppon the Group via delbl or eguilty event;
Cash an hand of 2403512 as al 30 Seplamber 2023, and
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Notes ic/fhe financial statements A""”f" Report - 30 June 2023

Mote 2. Significant accounting policies [continued)

= A histary of successfully completing capital raisings over the preceding Binancial period, including via a plasement,
an entilement issue and Bsue of comvedtible noles.
= lmJuly 20Z3, the Group successfully complated a Rights isaue of 3750000 for immediabe operational fumnding.

Sheuld the enbity nol be able bo continue as a going concem, it may be reguired io realise s assels and discharges its Eabilities
otfer than in the odinary counse of busiiess, and at amounls that diffens from those stated in the Bhancial statements and
ihe financial repor does not include any adusiments relating to the recoverability and classification of recorded assets
amounts or lisbilities ihat might e necassany should the enlity nol conlinue as & going concem.

Basis of preparation

Thesa peneral puipose financial slataments have been prepared in accondance with Ausiralisn Acsounling Slandards and
Interpredations Esued by the Australian Accounting Standards Board ("AASE") and the Corporations Act 2001, as appropriabe
for for-profit oriented entilies. Thess fnancial slatements also comply with International Financial Reporting Standands as
Esued by the Inlemational Acssunting Standands Board (IASE').

Histoncal cost comvenion

The financial sisiements have been prepared undes the historical cost convention, excepl for, where applicable, the
revaluation of financial assets and Babdiies ab fair value through profit of bes, financal assets o fair value thvough ather
cofmprehensive income, invesiment propenies, certain classes of property, plant and eguipment, share baged payments and
derivative namncal nsirumanis.

Critical accounting estimatas
The preparaiion of ihe financial stalements reguires the wse of cerlan cilical accounting estimates. |f alse requires

mansgermeanl o exercisa its judgement in the procass of applying the Group's accounting policies, The areas nvolving &
higher degres of judgement or complexily, or areas where assumplions and esfimabes are significant to the financial

slalements, are disclosed in nob 3.

Parent entity information
In accordance with the Corporations Act 2001, these financial slatements present the results of the Groug only. Supplementary
infarmation about the parent enlity is disclosad in nole 24,

Principles of consolidation

The consabdated financial statements incofporate the assels and Eabilties of all subsidiaries of Margosa Graphite Limited
{'Compary" of panant enlity’) &s at 30 Jure 2023 and the results of all subsidiaries for the year then ended. Mangosa Graphite
Lirnibed and ils subsidianies logether are refemead o in thess financial stabemeants as the Group”

Subsidiaries ane all those enfilies over which the Group kas conirol. The Group controls an entity when ihe Group is exposed
1o, or has mghls o, varable relums fram is velvermant with the enlity and kas the ability 1o affect those reburns through its
power o direct the activilies of the enlity. Subssdiarnes ane fully consolidated from the date on which conirod is ramsfemed @
the Group. They afe de-sonsolidated from the dabe thal conlol ceases.

Mor-contiolling inlemest in the results and equity of subsidianes are shown separately in the statement of pralit or kess and
other comprahensive income, slalement of inancial posilion and sialement of changes in equity of the Group. Losses incured
by the Groug are atiribuled o the non-coniroling inlerest in Tull, even il that resuls in a deficit balanos.

Fareign currency translation
The financial statements ane presenbed in Australian dollars, which is Margoss Graphibe Limited's funclional and pressntation
GUITEMTY.

Foreign cumency iransscions

Foreign currency lransactions are translaied inlo Ausiralian dollars using the exchange rales prevailing at ihe daies of the
tranzactions. Foreign exchange gains and losses resulling Trom the setilement of sueh ranssctions and Trom the translation
al financial year-and exchange rates of monatary assels and lisbiliies denominated in foreign cumencies ane recognised in
profit af boss.
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Mote 2. Significant accounting policies [continued)

Foreign operations

The assets and Eabilities of foreign operalions are transiated inlo Australian dollars using the exchange rabes al the reporting
date. The revenues and expenses of foreign operations are franslated inlo Ausiralian dollars using the average exchange
rates. which approximate ihe rates at the dabes of the ransaclions, for the period. All resulling Toreign exchange differences
are recognised in ollver comprehensive income thiough the fonsign cumancy resarve in equity.

The foreign cumency reserve is recognised in proft or loss when the Toreign operation or net investment is dispesed al.

Revenue recognition
The Group recognises revanue s follows:

intarexf

Iniereal revanne B recognised a8 interedl sccrues wsing the effactive nberest mathod. This iz & methed of calculating the
armartised cost of & inandal assel and alocating the nberest mosme aver the relevant pericd using the effecive inlerest rabe,
which is the rale that exactly discounts estimaied fulure cash receipts through the expected Be aof the mancial asset 1o ihe
net carying amount of the inancial assal.

Cifher resvenue
Other revenue s recognised when i is received or wihwen the right bo receive payment is established.

Fair valua
A murmnber of the Group's accounting policies and disclosunes reguire the measurermant of Tair values, Tor both fikancial and
non-financial assels and liabilities.

Fair value i the price thal would be recaived o sall an asset or paid bo ransfer & Bability in an ordey iransacion batwean
rearkel parcipants al the measurement date, negardliess of whather that price i dirsclly observable or estimated using
anoiher valuation echnigue. In esimabing the far value of an assel or a liability, the Group lakes no account the
characteristics of the assel or Fability il marke paricpants would lake those characienstics ino asccount when pricing the
ag=el or liability at the measurable date. Fair value Tor measurement and ! of discosune purposes in these consolidated
fimancial stalements & determined on such a basis, excepl for share-based payment ransactions that are within the scope of
AASH 2 and measuremeants thal have some similarities (o fair valoe but are not fair valee, such a8 net realisable value in
AASE 2 ar value in uw=e in AASE 136

Fair valle measwements are calegarised into Leved 1, 2 or 3 based on the degres 1o which the inpuls to the fair walue

easurements ame obsarvalle and the significance of the inpuls © the fair value measurement 0 s entirely, which are

desciibed as Tallows:

L] Level 1 inputs are guoted prices (unadjusted) in aclive markels lor dentical as=eis or kabilties thai the enlity can stcass
all the measurable dats;

L] Level 2 npuls are inputs, ollver than quoled prices included within Level 1, thal are obsensable for the assel or Rability,
aither directly or indirectly, and

®  Leval 3 inpuls are unobsendable inpuls for the asset or liability.

Caszh and cash equivalents, trade and ather receivables, rade areditons, other credilors, accruals and employes enbillements
have been axcluded from the above analyss as heir fair valpes are equal io the camying values.

Impairment of non-financial assats

Man-linancial assels, other than deferred lax assets ("OTAS™) afe reviewed for Fngaimenl whenever events of changes in
cifcumstances indicals tal the carrying amount may not be rectverabbs. An impairment loss & recognised far the amount by
which the assels carmying amounl excesds its recovarable sfmaunl.

Recoverabla amount is the higher of an assel's Tair value less costs of disposal and value-in-use. The value-in-use s the
presenl value of the estimated fubure cash fows rekating o the assel using & pre-lax decount rale specfic 1o he assel o
cash-generaling unil to which the asset belongs. Asssls thal do nol have independenl cash fows are grouped logether o
foari & cash-generating whil

An impairment loss is recognised il the camrying amount of an assel excesds i recoverable amount. Impairment losses are
recognised in profil of loss.
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Mate 2. Significant accounting policies [continuead)

Mew Accounting Standards and Interpretations not yet mandatory or eardy adopted

Australian Accounting Standards and Inbanpretations that kave recently been issued or amended but are mat yet mandatory,
have nol been early adopbed by the Group for the annual reporting perod ended 30 Jume 3023, The Group has nol yet
assessed the Fnpact of hese new of amended Accolnting Standards and Inbarpretations.

Mate 3. Critical accounting judgements, estimates and assumptions

The preparaion of the financial statements requires manajement io make judgements, eslimabes and assumplions that affect
e repofted amounts in the hancial stalements.

Confrod over subsiianses
On 5 Decamber 2022, Lankan Resourcas & Mining {P) Lid issued S0% of itz shares o Carbon six (Pyvi) Lid whch is 2 local
partnes in S Lanka.

hanzgement has made an assessment of coninol over Lankan Resources in accordance with the principles sal forth in AASB
10- Consalidated Financial siatements. Under AASE 10, contral is defined as ihe powes io govern the financial and aperating
palicies of an enlity to obtain banefits from ks activilies. Conlral i nol salely delemmined by the ownership of the majorty of
shares. Managemani has considered the lallewing facions in ils judgment of sonlrel:

+  Significant Rights: Corlral may be established threugh significant righls granted by contractual arrangements. The
group has signed & number of agresments with the local panner, in particular a shareholder agreemenl is in place
which restricis the local paniner's ability sell, phadpe or assign ils shares wilhoul permission from the group.

+ Representaion on the Board of Diectors: The group has contral of the board of direclon s il has the power 1o
appoirl of remove key management personal. As per conlractual agreements, the board of direcions of Lankan
resouwrces can have a maximum of 4 direciors and two of which is appoinied by the Group. Additionally, the group
nominates the chapenson who has a casting vobe in the event of an equity in voles,

s Decision-Making Influence: Conbral can be demonsirated if the Group had the practical abilty to paricipate in the
significant financial and operaling policy decision of the subsidiary. A managemenl agreement is in place which alows
ihe group io direct Lankan Resources to enler inbo significant ransactions or prohibit such iransactions.

& [Exposure o Variable relums: The Group is exposed 1o varkable returns ralated 1o the performance of the subsidary.
The Group has provided and continues to provide significanl finandal support 1o Lankan Resources and theselare
has full control of all mining and exploration projects of Lankan resources:

Taking into consideraton the above faciors a3 cutlinged in AASE 10, the Group has detenmined that it retains controd of
Lankan Fesources & Mining (Pwi) Lid and, therefore, the consolidaied financial staternents incorporate Lankan
Resources’ asgets, liabiliies and results with non-controlling interest.

Managemend conlinually evalates s judgements and estimales in retaion 1o assels, abilites, conlingent Rabilites, revanue
and expenses. Managamen! bases ils pdgements, estimales and asswmplions on heslofical expeanence and on oller various
fachors, including expeciaions of fubure events, management believes (o be reasonable under the croumstances. The
mesUlling accouning judpemeants and eslimales will seldom equal the melated sciual results. The judgesments, estimales and
agsumplons that have a significant rsk of causing a maberial adjustmen 1o the camying amounts of assels and abdlitbes | reler
o the respaciive robes) within the next inandial year are discussed balow.

Share-bazed payment fransachions

The Group measures the cost of eguity-setiled ransaclions with emphoyees by reference to the fair value of the equily
insirumnanis at the dale a1 which tey are granizd. The fair value is delermined by using eilher the Binomial or Black-Schales
rodel taking inlo accourl the lenms and condiions wpan which the insiruments wene granled. The ascouriling estimates and
assumplons relaling to egquity-satiled share-based payments would have no impact on the eamying amouwnts of assats and
Eabilities within the nexd annual reporing perod bul may mpact profil or loss and equity.
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Maote 3. Critical accounting judgements, estimates and assumptions (continued)

Expioraiion and evaluaion cosiz

Exploration and evalualion asasts are assessed for mpainment when Tacts and circwmstances suggest that the carmying
amount of an explioration and evaluation assef may exceed s ecoverable amaunt. The recoverable amount of the exploration
and evaluaton assat (for the cash generating umil(z) 1o which i has been allocated being no larger than the relevant area of

mberest) is aslimated o detarming the exient of the impaimean loss (5§ any L Whane an impainment loss subssqueanily reversas,
he carTying armaunt of the asse] is ncreased o ihe ravised estimale of s recoverable amount, but only b the axbent thal the

noreased camying amount does not excesd the carmying amount that weould have been determined had no impairment bss
been recognised for the assel in previous years.

Confn of entiffes Wwhere less than hall of vofimy nphts held

Management have debermingd hat the Group controls the subsidiary Kuombik nvesiments, even hough it bolds less than
halfl of the voling rmghits of this enlity. This = because the Group has contribuled majoity of share capilal amount n Kumbuk
Investments and hence ane significanty expoaed o the msks of Kumbik Irmeesiments. The Group kas mghls, wnder a
sharehalder agreament, (o dirsct he acivities of Kumbuk nvesiments and also has ighls o the varsable returms from its
fvalvement with Kumbuk Imvestmants.

Mote 4. Professional fees

2023 202
3 3
Congulting fees 227 18T 410,366
Legal Taes 58127 42,056
Accouniing fees &5, 000 82 24B
ASIC Tees 19,547 4 966
Audit and taxation lees 34 826 44 860
Company secretarial fees 1,517 18,000
437,204 E02,496

Maote 5. Other operating expeanses
2023 202
5 -1
Travel and accommodalion E9.531 175,758
IngUrance 52327 88,271
Cormplter, isdephons and [T expenses 23,606 38,361
Employes benedit eapense Z2 BTE 32,034
Other axpenses 52650 538,074
241,096 392 490
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Mote 6. Income tax

203 20x2
3 5
incame [ax Sxpense
Curreni tax -
Dederred tax - ofgination and reversal of emparary differences -
Aggregabe income 1ax expenss -
MNumerical reconcifation of income fax expense and bax af the sfalulory rate
PrafitLoas) before intome lax axpenss (1,109,003 (1,267, 2456)
Tax at the stahibory e rate of 25% (2022 25%) (277,251) (3168,812)
Tax effeci amounts which are not deduciibleltaxable) in caloulaling taxabie ncome:
Share-basad paymenls . .
Oiher pamanani adusiments 79,758 121,307
(197 482) (185,5035)
Curreni year ax boeses nol recognised 187, 492 195,505

Income &y expanse =

2023 2022
-] ¥

Tak agEes Aol fecogrissd
Unused tax losses for which no deferred tax assel has been recognised 5,130,528 4,340 5682
Paotential tax benedit @@ 25% 1,262 63F 1,085 141
Unused tax losses for which no deferred tax assel has been recognised TE9.966 1,316,418

Potertial tax benedil al stabubory e rales .

These tax osses can only be ulilised in the fuluee il olure assessable ncome i derived of a nalue and of an amount suflicient
1o enable the benefil o be realised, e conditions for deductiblity imposed by tax legalisation continue bo be complied with,
na changes in lax legiskaion adversely affect the Group in realizing the benelil and, the coninuity of ownership esl = passed,
or faling that, 1he same business el s pasded.

The Group is nol & (ax consolidabed group,

Accounting policy for income tax

The ncome lax axpense of banefil for the period (g the X payable on thal penod’s taxable incofme based on the apphcable
income & rabe for each risdiction, adjusted by the changes in defemed lax assels and Eabiliies afirbutable (o lemparary
differences, unused lax |osses and the adjustment recognised for prior periods, where applcable.

Deferred tax assels and liabilibes ane recognised for lemporany differences at the tax rales expecied 1o be applied when the

agsels are recovered of Eabilies are setiled, based on hose lax rates thal are enacled or substaniively enacled, excepl for

®  'When the deferred income [ax assal or liability arizes from e nital recogniion of goosdwill or an asset or liability in a
lransaction thal ks nol a business combination and that, al the time of te ransaction, afecs neither the accounting no
Naxable profits; o

®  'When the taxable lemporany diference & associaled with interesis n subsidianes, associales or jonl venlures, and ihe
liming of the reversal can be conbrolled, and il is probalble thal the emporary diference will nol reversa in the loresseable
e,

Deferresd Lax assels ane recognised Tor dedwclible temporary diferences and unused ax beses only il s probable thal Tulune
laxable amounis will be available o ulikse those emporary diferences and losaeas,
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Mote 6. Income tax (continued)

The camying amount of recognised and unmecopnised defemed tax assabs are reviewed at each reporiing date. Defernad tax
aszels recognized are reduced 1o the exdent thal it & no longer probable hat future taxable profits will be available for the
carmying amount b be recovered. Presiously unrecognised defamed tax assels are recognised o e exient that it is probable
thal thene are fubure Exable profits avalable 1o recover e s8]

Deferred lax assets and Babilikes ane offsel only where there is a legally enforceatle right to offsel current tax assets against

curren tax liabdites and deferred lax assets aganst defenred tax liabiliies, and they relate 1o the same taxable auiboarity on
gither the same taxable entity or different taxable entifes which nbend 1o sebile simuianecusly,

Mate 7. Earnings per share

2023 2033

5 3

Loss after income Lax (1,108,003  [1,287,248)
Mon-caniroling inlerest (578, 728) [258)
Logs after income ax afnbilable o the owners of Maigosa Graphile Lismited {1,685 731}  [1,267 S505)
Muwm bar MNumber

WI‘JQI"I[EI! average murnbesr of I'_'Il'ﬂir'lﬂ"jl' gharag used in lf#l?lhﬂl.llﬂ'lil'lj Basic Earmngs par share 86 714 247 85 393 3354

Wesghted average number of ordinany shares used in calculating diluted eamings per shanea 868,714,247 _ 85 395,334

Cents Coanis
Bagis earmings par shane (1.84) i1.48]
Diluted eamings ped shafe (1.84) i1.48]

Accounting policy for eamings per share

BasIC esrmings par sfiare

Basic eamings per shane is calculatsd by dividing e profit affbutable io the ceners of Mangosa Graphite Limited, excluding
any oosis of sendcing equity ofher than ordinary shares, by the weighted average number of ordinary shares oulstanding
during the firancial year, adjusted for borus ehameants in ordinary shares issued during the linancial year.

Chiuted esmings par share

Diluted eamings per share adjusts the figures uwsed n the determination of bass: samings per share (o ake nbo account the
afler income tax affect of inenest and oller Bnancing costs assodised with dilutive patential ordinany shames and he weighled
averadge number of shares assimed o have besen issued for no consideration n relation o dilutve potential ofdinary sharas.

Mate 8. Cash and cash equivalents

2023 2022
5 5

Curren agseds
Cash and cash equivalents 0,586 135,488

Accounting policy far cash and cash equivalents

Cash and cash equivalanis comprise cash balances and call deposits with maluriies of hree months or less hal ane readily
convertible o known amalnts of cash and whath are subject bo an insignificant ek of changes in valoe.
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Mote 9. Cash flow information

Reconciliation of loes affer income fax to net cash used in operating schivties

2023 2022
L] L]
Profit[Loas) after income lax axpengs for (e year (1,108,003} (1,267 248)
Adjusbmerits far:
Degreciation and amorization 45,804 76,338
Restesnl Troem clsbomers (33 125) -
Foreign exchange differences 108
Irieres] expense on converible nole - -
Irtarest on leases G40 6,011
Lease payments made 33091 42,345
Foreign exchange gainsfosasas 60,783 51,378
Change in ogeraling assels and iabilibes:
Trade and olher meaivables [33,154) {3.005)
Orihes asseds 8,583 {2.407)
Frepayments {5,436) {11,709
Inweribanes 2,570 [B817T)
Right of uss asseis {7,850 {11,748
Leass Eability (15,219) (10.46B)
Trade and olher payables E39.780 383 312
Med cash used in operating activities [388,417) (748,014)
Non-cash invesiimg and IMancing activities
2023 2022
i i
Additions o the fighi-ol-use assets .
Shanes issusd (o direcion . .
Shane-based payrmenis . 313, 47E
- 33,47E
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Note 10. Exploration and evaluation

Reconcliations
Reconciliations of the writlen down values at the beginning and end of the current and previous financial year are set out

below:
Exploration
and
evaluation
3
Balance at 1 July 2021 7,442.590
Additions 1,367,912
Transfer {143.252)
Exchange differences (3,726,824)
Balance at 30 June 2022 4940426
Additions 521,585
Impasrment (27 537)
Exchange differences (1,710,484)
Balance at 30 June 2023 3,723,990

For the year ended 30 June 2023, the recoupment of costs carried forward in refation 1o areas of interest in the exploration
and evaluation phases is dependent on the succassiul development and commercial explotaton or sale of the respective

areas.

Accounting policy for exploration and evaluahon assefs
Exploration and evaluation expenditures in relation 1o each separale area of inlerest are recogmsed as an exploration and
evaluation assel in the year in which they are incurred where the following conditions are satisfed.

L the rights to tenure of the area of interest are current, and
. atleast one of the following conditions is also met.

(8) the exploration and evaluation expenditures are expecled lo be recouped through successful development and exploration
of the area of interast, or allematively, by its sale; or

(b) exploration and evalustion activities in the area of interest have not af the reporting date regched a stage which permits 8
reasonable sssessment of the existence or otherwise of economically recoverable reserves, and actve and signiicant
cperations in, or in relation fo. the area of inlerast are continuing.

Exploration and evaluation assets are inflially measwred at cost and indude acqusition of rights to explore, studies, exploratory
drilling, trenching and sampling and associated activities and an allocation of depreciation and amortisad of assels used in
exploration and evaluation activites. General and administrative costs are only induded in the measurement of exploration
and evaluation costs wheve they are redated directly 10 operational activithes in a particular area of interest.

During the year, the company relinguished a mining tenement. As a resull, the company recognised an impairment loss of
$27,537 on the redated capitalised exploration expenditure
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Mote 11. Property, plant and equipment

2023 2022
3 3
Mon-curmenl sEsels

Land - at ol 147 355 122 3497
Flanl and equiprment - & ool 1,5E7 695 1,370,298
Leas: Accaimiulated depreciaion (778,303} [44:80, 009
811,392 E90, 250

Fixtures and fillings - at cost 4424 4 424
Less: Accurmulated depreczation {2 507} 1,62
1917 2,802

Molor vehicles - al oosl 13,216 10,9490
Leas: Accumulaled depreciaion [13,0B4}) {8, 6E4]
132 2,306

Compuler aquipment - &t oost 28, 23T 21,857
Leas: Accaumiulaled depreciaion [10,9E5) (5,362)
153252 16,495

75, 04E 1,034 350

Fecomolishons
Feconcilialions of e wrifen down values at the beginning and end of e current and previous firancial year ane sef oul

el
Ll Plamt amd OificeE Campslar Motar

egquipmenit sy i par et Sy T it withipt b Talal
- g -3 E ! 5
Balance &l 1 July 2021 192, 365 1,176, 558 3 E8T 10,449 7480 1,342 966
Additions 8,262 3&0 680 . 17.552 - 407 524
Exchange differences {78,279) (433,688) . {7.8a0) {2,050) [523,108])
Deprecialion axpanse - (235489 (B85 {3616} 3,124} (243 0B}
Balamse al 30 Jume 2022 122,357 890,289 2 B2 18,4395 2.30E 1,034 2808
Addilions 150 163 - 138 - 440
Exchange diffarenceas 24 BOT 123,914 - 2810 149 151,460
Deprecialion axpanse - (202 574 (885) {3, 98E) 2 3F2) (210,1E3])
Balamce ai 30 Jume 2023 147 355 811,383 1,817 15252 132 o7e, 048

Accounting policy for property, plant and eguisment
Plani and equipment is stabed a1 hislofical cosl less accumulated deprecialbon and mpairmenl Hsboncal osel ndudes
expendilure that s direclly alifibulaile (o e acquisition of the iems.

Depreciation & calkulabed on a siraightline basis to wrile off the el cost of each iem of property, planl and equipment
(exchuding kand) over their expected usaful lives commencing from he e the assel B held ready for use. The depnacation
rates used for each class of depreciaile agsels ane:

Compuber eguipment 0%
Offica aguipment 0%
Planl and equipient 15% b 25%

The residual values, useful lives and degrecialion methods are reviewed, and adjusted il appropriate, al each reponing date.
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Mote 11. Property, plant and equipment {continued)

An e of propesty, plant and equipmment is defecognised upon disposal or when these iz na Tulure economic Benefit bo the
Group. Gaing and keses bepaean the carrying amount and the disposal proceads are laken o profil or loss.
Mote 12. Right-of-use assets

Feconcllshons
Reconciliations of the writlen down values at the beginning and end of the current and previous financial year ane sef oul

ealoras:
Land &
Building
3
Balamce al 1 July 2021 314 8497
Additions -
Disposaks -
Exchange diffanences 3,872
Depraciation axbénse !15.?3:“
Balamce al 30 Jume 20232 303,240
Exchange diffarencas 11.585
Depraciation axbénse !19.535|
Balamse al 30 Jumse 2023 205 300

Accouniing pobcy for nghi-of-use sosgis

A mghit-al-use assel is recognised al the commeancement dabe of 8 lease. The righl-of-use assel B measuned al oosl, which
cofmprises ihe milkal amount of the Base liability, adusted for, &5 applicable, any lease payments made al o before the
cofmmencament date net of any Base inceniives receied, any nitial direct coats incumed, and, axcept whene induded in the
cost of inventories, an estimate of cosls expecied o be incirmed for dismantling and remosing the undedying assed, and
resborimg the sibe or asset.

Righl-of-use assets ane amorised on & shraightne basis over the unexpired period of he lease or the estimabed usebul Be
of ihe assel, whichever i the shorder. Where the Group expects (o oblsin cwnership of the leased ssed at he end of the
lease term, the amofisation s over its eatimated ussful lifte. Faght-of use aseets are subject to impairment or adjusted for any
remeaswement of lease liabiliies. The subssquent measurement of the right-of-use assels s al cost less accumulated
amortisation and impainment beges,

The Group has edected not (o recognEe a ighl-of-use assel and comesponding lease liability for shor-berm Bases with [eams

of 12 monthe or Ros and |eases of [ow-value agaais, Leaga BayrEms an ese gzoals ane EHF'-E"IB-Eﬁ by prodil or loss as
urmad.

MNote 13. Trade and other payables

2023 2022
] 5

Curman! fabiiliss
Trade payables 1,208,008 480, 544
Other payables and accrued expenses 51,532 240 60T
1,349,630 730,151

Refer io nobe 18 for furiher information on Enancial rek management.
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Mote 13. Trade and other payables (continuad)

Accoiining pobcy for frade and other payables
These amounts regrasent Babilities for goosds and servicss pravided to the Growg prior 1o the end of the inancial year and
which are unpaid. Trade and oller payables are nitially measured al Tair value and subsequently measured al amorised cost

using ihe effective nberest method. The amounis ane unsecured and are usually paid at the end of the month Tobowing date
ol resognition.

Mote 14. Bomowings

Ag gl 30 Jure 2023, the Group had the following bormowings:

Principal Interest Rabe Maturity Date Security
Lemder Amnount
%
Aftvest finance 41 460 T.8% 200022024 Unsaeined
Taplan Pty Lid 32726 - On Call  Unsecured

All bormowings are unsecured. The Group is exposed o aedil risk from il bomowings: roweser, the credil sk axposung s
conasdanad o De low.

Mote 15. Issued capital

2023 2022 2023 20x2
Shareg Shareg % %
Ordinary shaness - fully paid B7 34T 437 88 037,581 20, 4E5 221 18,868, 771
Iowvements in orainary share capits!
Ddails Diate Shares [Esue price 4
Balamse 1 July 2021 85,210,223 18,553,093
Share Esue - share placement al 50.50 TE0. 400 30.50 380,200
Share based payments al 20.50 (nate 22) B6 958 30.50 33, 47E
Share Eoue cosls = 000
Balamse 30 June 2022 88,037 581 18,856,771
Shane Eoue - share glacement al 50.50 03,000 F0.50 200,000
Sharme msle - share placement al 50.35 803 856 I0.50 31 Eldﬁl:l
Balarsse 30 June 2023 87,347 437 20,485 321

Croirary sharss

Ordinary shanes anlitle the holder bo panicipale in dvidends and the proceads an the winding up of the Company in proportion
o the number of and amounts paid on the shares held. The fully paid ordinary shares have no par value and the Company
does nol have a limited amount of authorsed capital.

On a show of hands every mamber present at a meeding in pereon or by prosy shall have one vabe and upon & pall each share
shall hiave one wWobs.

Capital Ask management

The Group's objeclives when managing capital is o saleguard its ability o connue &8 a going concern, S0 hal il can provide
refurns for shareholders and benefite for obher siakeholders and bo maintain an optimun capital sirucisre io reduce the cost
of capilal.

Capital i regarded as tolal equily, as recognisesd in the stabement of inancial positon, plus rel debl. Nel debl = calculated
as lotal bosrowings less cash and cash eguivalents.
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Mote 16. Mon-controlling interest (continuad)

In ordes 1o maintain or sdjust the capital siruciune, the Group may adjust he amount of dividends paid 1o shareholdens, ralum
cagital io shareholders, issue new shares or sell assels o reduce debl

The capital risk management paboy remains unchanged from the 30 June 2022 Anmual Repot.

Accounting policy for issued capital
DOrdinary shares are classilied as equity.

Incremental cosis direclly atiributable b the Esue of new shares of oplions are shown in equity as a deduction, net of Lax,
fram the procesds.

Mote 16. Mon-controlling interest
On 3 Seplember 2020, the Group acquired 48% of the shares n Kumbuk Irvesiment (Private) Limiled and has determined

ihal they have control. On this basis, the consalidabed financial sialefments ncorporale Kumbuk's ssseis, Rabiities and reddlis
wilh mon-coniralling intenesi [(see nobe 23).

Kumbuk Investrment (Private) Limited 2023 ped Pl
-1 3

lased capital 108,802 108,802
Resenes (2T BOE) {48,337)
Accumulaied Profil’ bsses (S0 8]
B, 586 62,457

On 5 December 2022, the group issued B0% of shares in Lankan Resounces & Mining (Privabe) Limiled o a local parines
Carbon Six (Privabe) Limited. The Groug has delermined that il retains conbral and, therefore, the consolidated financial
slatements incorporale Lankan Resources’ asseis, Babiies and resulls wilh non-coninolling mierest (9ee nole 22)

Summarised Financial Infarmation
Summarised financial information of the subsidiary with non-controlling interest thal are material to the
consolidated entity are set out below:

Lankan Resources & Mining (Private) Limited 2023 2ox?
Summary staterment of financial pogition % 4
Curmani assels 234 346 163,811
Mof-cirmenl assels 4,320,610 2,630,348
Tolal assels 3,554,958 2,133,958
Current liabilibes 18,086 38,931
Mon-curment Eabilities 8,960, 841 B485,54E
Tolal Liabilities §,888 920 6,524, 478
Med Assats (3 443.871)  (3,730.520)

Summarised statement of profil and loss and other comprehensive income

Reveniie . 2,300
Expenses {279.01) |2B5,855)
Foreign exchange gainfLoss) 1,185,118 (3,185,102}
Prafitloss) before income tax 816,106 (3 468 65T)
IPcome @y e o -
Prafitloss) afler income tax expenss 916,108 (3 468,65T)
Oiher comprehensive imGomme - -
Tolal comprahengive income 916,108 {3 4E8,65T)
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Mote 16. Mon-controlling interest (continued)

Statement of cash fows

2023 2022

] L]

Met cash flow rom operating activities {(1D0,085)  (249.961)
Met cash flow Torm investing activites B, 387 284,231
Met cash flow Trom fnancng actvilies 14,480 {65, 405)
Met cash increase/[Decrease) in cash hekd a0z {32 225)
023 2022

Other infarmation 5 5
Profit atiributable e non-controling interest 576.411 :
Accumulated nan-controlling interests at end of reporting period (2,066,383} .

Note 17. Other Equity

The group recopnised other Equity of 32 496,717 as a resull of iz dealings with non-coniraling interesl in Lankan resources.
Thiz amount represanis B0% of the nel assels of Lankan resources ablnibutable o mon-controlling inlerest in Lankan
Fesources a5 al 05 Decermbar 2022

Mate 18. Financial risk managemeant

Financial risk management objectives
The Group's aclivibes expose il 1o a vamety of nandal risks: market risk {(including price risk and interest rate risk), credit nsk

and liguidity rigk. The Group's sk management policies are esiablished lo identity and analyse the risks laced by the Group,
o =el appropriabe risk imits and conbrale, and o manilor ks and adherence io imils. Risk management pobties and systems
are reviewed regulary o reflect changes in market condiions and the Groug™s activiies.

The Company's Board of Direclors has overall responsibiity for the establishiment and oversight of the Groups sk
managemeant framework. The Boand is responaible for developing and monloring the Group's rsk management policias.

Market risk

Foreign climecy Ask
The Group undertakes canam ransaclions denominated in faraign cumancy and i3 exposead b Toreagn currency risk thraugh
foreign exchange rabe Nuciuations.

Foreign exchange rek arises from fulue commercial ransaclions and recognised fnancial assels and finandcal §abiites
denominaled in a curmency hal i nol the eniity’s Tunclional currency. The sk is measued wsEng Sensilivity analysis and cash
Mo Tarecasting.

The canmying amount of the Group's fofeign currency denominabed monetary assels and monelany liablifes a1 he reporing
e were as fallows:

Agspis Liabilities
223 2022 203 2022
L ) ¥ ]
UE dallars 17,073 17.093 -

The Eaup i manly axpesed o Uniled States Dollar (US0). The following table details the Groug's sansilivity o a 10% (2022
10%:) increass and decrasse in the Ausiralian dollar against the relevant foreign curmencias and represents management's
assessment of the possible changs in foregn exchange rates. The sensilivity analysis inchludes only sulslanding fofeign
curency densminaiesd monatary ilems and adjusis iheir ranslation al he year-end for a 10% (2022 107%) change n foneign
GUNTency rales. A posifve number indicales an increase in obher prafil and loss whene he Ausiralian dollar strengihens against
e respective Clmency.
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AUD sirengihened

" MARGOSA

GRAPHITE LIMITED
Annual Report - 30 June 2023

AUD weakensd

Effect on Effect on
profit belfors Effesct an profit baTons EMact on
2023 % change F-E ety e clhange lax g uity
US Dillar 10% 1,697 1,697 10% {1,552) i1,552)
AUD sirengihaned AUD weakened

Effect on Effect on
profit babors Effect on profit befons EMect on
022 % change tax gLty e changs fax e uity
UZ Didlar 10% 1,699 1,688 (10%:) {1,5545% i1,554)

Price risk

The Group is nol exposad to any signilicant price risk.

Irrterest rate rizk

The Group only has intenesl rate msk relaing (o e funds on deposil with banking insbiubons. Accordingly, the Group does mol
hedqge its inberest rabe risk edgpasune.

Al the regorting date the Group hold varable rate financial assets and did nol hold any varkable rabe inancial liabilies.

Ag al the reporting date, the Group had the fallowsng variable rate nandal asseis as repored o management for the Groug

as Tallows
2023 20232
Bial s B al s s
] 5
Cash and cash equivalanbs T, 596 135 480
70,596 135,480

Med axposure io cash fow interest rate risk

The Groug does nal account for any olfwer eed rabe fnancial asseis and liabiites at fair value through profil of loss. Therefona,
& change in inberest rabes ai the regorling dabe would nod affect profit or loss.

A change of basis poinis in inlerest rates al the reporing dale would have nceased | [decreased) profil and loss by the
armounts shown below. This analysis assumes that all ather varables remain constant. The analysis is perfomed on the same
basis a8 Tar bwelve months ended 30 June 2023,

Baszis points intreass Basis poinls decrease

Effect on Efect on
Basis points  profit befors Effect on Basis points  profil balone EMect on
2023 change Lax ety cluarnge tax &g uity
Cash and cagh equivalanis 100 T0&8 Toe 100 (L )] {TD6)
Basis points increass Basis points decrease

Effect on EMact on
Basis points profit befors Effescl on Basis points profil bafons EMact on
22T change Lax efuiity clua g tax g uity
Cash and cash equivalanis 10 1,408 1,408 {100} {1,408} i1 408

Credit risk

Cradil rigk is the ek of fnancial loss to the Group if & cusiomer of counberparty to & financial instument Tals o meed its
conbractual obligations and arises princigally from the Group’s receivables from cuslomeans and iresimeants in dabl securities.

The carrying amount of irancal assets in epresents the maximom credil exposure &5 follows:
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Mote 18. Financial risk management (continuead)

2023 202
3 -

Financial assets
Tiade amd obher resenables BG 24T 51,493

Currenily, the Group underiakes explorabon and evaluation aclivities exclusively in S Lanka, hence the Group B mol
generating rading revenue and does nol have malesal rade receivables. Hence, the Group is nol exposed Do credil sk
Trade and other recaivables relabe io advances made o the direclor of the Company. There are no financial assets pasi dwe
as al the repoariing date.

Alwance for expected credil (05588
The Group has nol recognised a loss in profil of [oss n respect of the expecied credi losses Tor the year ended 30 Jumne 2023,
Mo allowances have been made for further expecied credil losses,

Liguridity risk

Wigilant liquidity sk management requires e Group [0 maintain suflicent qud assets (mainly cash and cash equivalents)
and gvailable borrowing facliies to be able b pay debls as and when they bacome due and payable. As at 30 June 2023,
the Group had bomowings of 574,197 with a weighted average maturity of & monihs.

The Group's approach o managing Bguidity is 1o ensure, as far as possible, thal it will always have suflicient Equidity bo mest
iz Eabillies when due, under bobh rormal and stressed condilions, withoul ncurring unaccaplable bsses of rEking damage
o the Groug™s repulation.

The Group ensures that i has sufficent cash on demand 1o mesl expecied operational expenses. This exdudes the polaniial
imgact of exireme dreumstances ihal cannol reasonably be predicbed, such as nabural disastars.

Femaimng confraciual mafunies

The following tables detal the Growp's remaining coniraciueal matuty for il nandal insirument liabdilies. The tables have
been drawn up based on e undiscounbed cash Nows of inancal BEabiiles based on he earbes] date on which he fnancial
Eabilties ane resguired o b2 paid. The tables nclude bt interest and principal cash lows disclosed as remainng conirachial
rmaburities and thenefore hese tolals may differ from heir carrying amounl in the statement of inancial position.

Remaining
contraciual
1 year of less  Owver 1 year maturities
H23 B i ]
Hon-derivatives
Mewn-inferes! besing
Trade payables 1,349,530 - 1,348,630
intanesl-bearing - variabe
Leasa liabiity 33784 319,052 X52 A36
Tlal mon-darivalivas 1,363,414 319,052 1,702 466
Remaining
coniraciual
1 year or less  Owver 1 year maturities
22 ] ¥ ]
Non-derivatives
Mon-inferss! beaing
Trade payables 739,151 . 138,151
infanesi-bearing - varabls
Leasea liabdity 37. 197 300,418 237 616
Tiolal mon=derivalivas 776 348 300418 1,076 78T
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Mote 18. Financial risk management [continuead)
Fair value of financial instruments

Unlass otherwiss slated, the carrying amounts of financial instroments reflect their Tair value.

Mote 18. Remuneration of auditors

Duwring the inanczal year the following fees were paid of payable for senices provided by the auditor of the Company:

2023 2012
z 4
ALl Sefices -
Audit ar reviesw ol e irancial stalemeants 32.136 40,809
Oihay B8f0SE -
Praparation of e tax retum 2,080 2,800
Tranafer pricing review 1,236 14,780
Fimancial modelling .
3,296 17,586
25,432 58,207

Itig the Group's policy @@ employ BODOD on assignments addional to thesr staluiory awdil dulies wiwere BOO's experize and
expenence with the Group are important. | & he Group’s policy o seak competitive tendems Tor all magor consulling projects.

Mote 20. Related party transactions

Farant antify

Margosa Graphile Limited is the parent enlity.

Subeidanes
Iniereats in subsidiaries ane sed oul in nate 23.

Key mansgemernt personnel
Desclosiures relating 1o key manajement personnel are set aul in mobe 2.

Recetvable from and psyabie o relafed parfies
There were no rade receivables from or rade payables io redated parties [ollwer than those relating (o key managesment
personnal) at the current and previous reportng date.

[ oane fofrom redaled parfies
There were no loans 1o or Trom nelated parties at the cument and previows reporting datbe.
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Mote 21. Key management parsonnel disclosures

Lormpensshon
The aggregale compensation made o Direclors and other membens of Key management personnel of the Group s st oul

balona:
2023 2022
4 4
Shan-lanm emgloyaes benafils 244 181 180,503
Past-amployment banafils 15645 2 68T
Share-hased paymeants. (nole 22) = -
258,826 193,170

Other key management personnel fransactions
A number of key management personnel, of thesr related paries, hold posilions in other companies that result in them having
conbral or gignificant influence aver the financal or operating policies of those enliies.

Some of these companies ransacied with e Group dufing the year. The erms and conditions of hese ransaclions wers n
mora favourable than those available, or which maght reasonably be expecbed io be avalable, in gimilar ransaclions i mon-
ey management persomnel refabed companies on an anm's length basis.

The aggregabe value of ransactions and culstanding balances ralating io key managemant personngl and enlitbes ovar which
hyy e conbial or sagrelicant influence were &3 follows:

2023 20F2

-1 -1

Moralss Py Lid! 163,042 271,176

wenn Family Trust - 9,303

Allbesch Nominees Py Lbd® 22 500 6,957

Varuna hallawarachehi 53,750 140

4T Advisory” 23,750 -
Colin Balbon® 42 680
Craig Peniland® 42 6E0

3ra 4oz ZBT 576

The following balances ane oulstanding at the reporing date in relation bo ransactions with Key management pessonimne -

2023 20x2
Morales Py Lid! 273 450 183,806
Allbesch Nominees Py Lid® 24,750 12,500
Varuna hallawarachehi 53,750 12,500
Donald James® 10,832 14,185
Paber Sullivan® 10,000 10,000
4C Advisory” 59,125 -
Colin Belon® 45,948
Craig Pentland® 50.435
483,280 232,971
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Mote 21. Key management personnel disclosures (continued)

! Morales Ply Lid, & company associaled with John Shacklaton, has changed the Company for direclor Teas, consulling feas,
travel and disburssments in relaion bo his role as Chairman of the Company.

# wenn Farmily Trust, an enlity associabed with Peler Venn, kas changed the Company for direcior fees, consulling fees and
dishurserments in relation 1o his role &3 & Dirsctor of the Company'.

I plibeach Momineas Ply Lid, a company associaled with Petar Cunninghiam, has charged the Company for dinector lees,
consulling Tees and olher disbusemeants in relation o his role 82 & Direclor of the Compary.

¥ Wamna Mallawarachehi, in ralation bo his role & a Dirsctor of the Company, has changed the Company for direcion feas,
consulling Tees and ollwer disburssmeanis.

° Donald Jarmes has besn pad direcior fees and superannuaion in relation o ke role &5 8 Non-execulive Direcior of ihe
Company.

o P'E[Er -é::lJll'n'ﬁr'l has been paid director fees n relation o s role a8 8 Non-execitive Dirscton of the Companyy.

40 Advisory s an accounting finm associated with Craig Paniland, the company provides bookieeping. managesment
advigary and accounting sarvices to the Group.

¥ Colon Beflon, in relation to his role as non-execulive director and chaiman of e oompany, has charged the company Tor
direscior feas and oler disbursemeanis.

B Crasg Pentland, in relation o his robe as non-exedulive director and secretary of the company, has charged the compary
for director feas and olher disbhursemenis.

Mote 22. Share-based paymenis

Share based payments

In the Previous inancial year, the Company has isswed share based payments as follows:

s Om 30 Agpril 2022, B6.958 shares al 30.50 in lieu of cash payments were iszued lo consulianis as part payment for thes
geclogical consulting Tee &5 part of the exploraion aclivies This amounts o $33478 of share-based payments
capitalised s exploration and evaliation asssls on the statement of Bhancial posiion.

Performance rights to direciors
In previous Bnancial years, the Compary has Bseed perfomance mights wilh te following on issee during e year:

Class Parformance conditions Expiry date Hurniber issued

Class E Perlormance  On or before 31 March 2022, the Comparny announces of 31 March 2022 1,275,000
Right repois io s shamaholders & new JORC Code 2012 compliant

Indicaled Mineral Resource Esiimabe of al |east 100,000

tonmes with a minimwm grading of 75% TEC oulside of the

Rides Ganga Vein Graphile Deposil,

The Perforance Righls only vest when ihe Pefomance Condiions have bean satisfed, and the holder of the Peformance
Righils has B months alter the wesling dabe to exerciss tha Performance Rights.

Ab 30 Jure 2023, the Direclors noled the vesting conditions for Class E have nol besn mel given the desdlines for the
respectve ighls have passed.

Mo performancs righls have besn expensed as share based payments for the year,

Accounting policy for share-hazed payments
Equity-satiled and cash-zefiled share-based compensation benefils are provided o amployess.

Equity-aatiled Wansactions ane awands of shares, of oplions over shafes, that are provided to employess in exchangs fof the
rendering of services. Cash-setiled transaclions ane awards of cash for the exchange of services, where the amount of cash
is delermined by referance bo the share price.

The coslof eguiby-seflled ransacions ame measured at fair value on grant date. Fair value iz independenilly delermined using
either the Bnomial or Black-Schdles opon pricing model thal takes inlo account the exercse price, the erm of the oplion,
ihe impact of dilution, the share price at grant dabe and expected price valatility of the undertying share, the expected dividend
yiedd and the risk free inberest rate for the term of the option, tegether with non-vesting condiBons thal do not debermine
whether the Group receives the sendoes thal entifle the employeas o recaive payment Mo account is taken ol any othes
wesling conditions.

38



)

. ' ( " MARCOSA

GRAPHITE LIMITED

Notes ic/fhe financial statements A""”f" Report - 30 June 2023

Mote 22. Share-based paymenis (continued)

The coal of equity-setlled ransactions afe recopnised &s an expense with a cofmesponding increase in equity aver the vesting
period. The cumilative change o profit o loss s calculated based on the grant date fair value of the award, e best estimabe
of the number of awards that are ety bo vest and the expired poion of te vesting period. The amount recognised in prafit
of loss for the period is the cumulative amount calculated at each reporing dabe less amounis already recognised in previous
periods.

The cost of cash-satiled ransactions is inftially, and al each raporing date unlil vested, determined by applying either ihe
Bincerial of Biack-Scholes oplion pricing model, taking inlo consideraton he lerms and condilions an which the seard was

granted. The curulative charge 1o profil or loss until settlerment of the liability is caleulated as Tabaws:
w  during ihe vasing period, the Gability ai each reporting dale is the fair valee of the award ai ihat date mulliplied by ihe

expiresd porlion of the vesling pesiod,
s from the end of the vesting pedod unil setlement of the aaard, the liability is the full fair valee of the Eabilty at the
reporting dale.

All changes in the liabdity are recognised in profl or loss. The ulimale cost of cash-sellled ransactions = [he cash paid ©
setile fhe liability.

Markel conditions ane taken inle considaration in determining fair value. Theralone, any awands subjedt 1o markel condilions
are conaidaned 1o vest imespeciive of whather or mol thal market condiion has been mel, provided all other condilions are
salisfied.

If equity-satiled awards are modified, &% a minimum an expenss is recognised as if the modificaion has not been made. An
addilional axpenss & recognised, over v remaining vesling period, for any modificalion thal incresses e botal Tair valee of
i share-based compensation benefit as at the dabe of modification.

If the non-vwealing condilion is within te coninel of the Group or employes, the failure o satisty the condiion & realed as a
cance|lation. I the condition is nal within the contred of the Group of emgloyee and & nol salisfied dwing the vesling period,
any remaining expensa for ihe award i recognised over e remaining vesting penod, unless e awand & forfeiled.

If equity-safiled awards ane cancelled, it = reated & if it has vested on the dabe of cancelaion, and any remaining edpense

is recognised immediately. i @ new replacerment award is substiuled Tor the cancalled awand, the cancelled and new awand
s traaled as il they wene a madification.

Mote &3, Imterests in subsidiaries
The consolidabed financial slataments incomparate the asseds, labiliies and resulls of e following enlies.

Cranership interest

Principal place of business / 2023 20x2
Marma Caoantry of incorporation e Ve
Margosa Holdings [ Ausiraliia) Ply Lid Avisiralia 1005% 1005%
Margosa Investmants Pt Lid Bri Lanka 1005% 1005%
Larkan Resources & Mining Py Lid Sri Lanka 4% 10%
Kumbuk Invesiments (Privabe) Limited Sri Lanka 49% 49%

On 3 September 2020, the Group has acquired 48% shares in Kumbuk Irmeesbiment (Privale) Limited (Kumbuok™) and has
determingd that they have control. On tis basis, the consolidated financial statements incorporate Kumbuk's assets, Eabilities
and resilis wilth non-conbrolling intenest. Upon acquigiion, an expense of 3108, 788 was recognised [0 take account of the
31% minority inbenasbs.

On 5 December 2062, the group Esued 0% of shares In Lankan Resouwrces & Mindng (Private) Limited to a locsl

partner Carbon So: (Private) Limited. The Group has determdned that it retains control and, therefore, the consolidated
financial statements ncorporate Lankan Resources” assets, kabitles. and results with non-controlling interest
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Mote 23. Interests in subsidiaries (continued)

The consolidaied fnancial slalements incomporale the assets, liabilities and resulls of the Tollowing subsidiaries with non-
controlling inberesis in accondance with the accouniing policy described in nole 2:

Parent Hon=controlling inlerest
Dwnership  Ownership Ownership  Ownership

Principal place of business ! irvlErast intErast interest interest
Country of 2023 2022 2023 2022
Marms incarparation T L L %
Kurnbuk Invesiment [Private)
Lisritesd S Lanka 48 49% 51% 51%
Lankan Resourcas & Mining
[Private) Limitesd i Lanka 400 100% ED%

Transachions with non-controlling inferasts

On 5 Decamber 2022, Lankan Resources & Maning (Fv) Lid issued 60% of i& shanas o Carbon six (P} Lid which is a local
pariner in Sri Lanka. The Group has defermined thal it retains control of Lankan resowrces (refer o Mole 3). Accordingly, the
Group has consolidated the fnandcal stabernants of Lankan Resources’ agsels and Babiities. Mon-conirolling interest i e
dale of ransaclions reflects 607G of the el assals of Lankan Resowrces and i reflecied through ofher equily resene.

Mote 24. Parent entity information
Set oul balow is the supplementary infarmation aboul the parent enlity.

Slatement of prodll or logs and ofer compreflensie Income

Parant

2023 2022

-4 -4

ProfitLoss after income Lax 5 BBO SET  [2,786,619)

Tolal comprehensive income 5 BEBO SET (2 786.6819)
=Hatament of inancial ,'JﬂE-II'nG."n

Parant

2023 2032

-4 -4

Total cumenl assels 171,397 209,897

Tolal man-cumant assals 5477207 B 725 533

Tolal asgals 5,648,695 B B35 430

Tolal cumenl Eabiities 1,347 601 E46, 496

Tolal ron-cumant abiliiss -

Tiolal liabiliti es 1,347 601 E46, 496

Equity

Imauesd capital 20,465 222 10,868,771

Acciimilaled lossas {16,184, 128) {11,677,837)

Tolal equily 4 301,004 B 288 954

usraniess emniened nto by the panamt antily in redadion o e debds of ife subsidanes
The parent enlity had no guaranises in relation o the debis of ils subssdianes as al 30 June 2023 and 30 June 2022,

Lonfmgent labintes
The parent enlity had no conbingent Eabilities as at 30 June 2023 and 30 June 3022,
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Note 24. Parent entity information (continued)

Capital commitments - Property, plant and equipment

The parent entity had no capital commitments for property, plant and equipment as at 30 June 2023 and 30 June 2022
Note 25. Events after the reporting period

In July 2023 the group announced a rights issue (o raise S745,649. The rights issue was offered Lo existing shareholders on
a basis of 1:41. The rights issue was completed in July 2023 and was fully subscribed

In August 2023 the Group entered into a creditor finance agreement with Quickfee Australa Pty Ltd and borrowed
$62.698 on the following terms:

Principal Interest Rate Maturity Date Security
Lender Amount
$

QuickFee Australia Pty Limited 62,698 13%  29/07/2024 Unsacured

No other matier or circumstlance has arnsen since 30 June 2023 that has significantly affecled, or may significantly aflect the
Group's operations, the results of those operations, of the Group's state of alfairs in future financial years.
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In the Direschars” opinkan

- the attachesd financial sialements and noles comply with the Corporations Ac 2001, the Accounbing Standards, the
Corporalions Regulations 2001 and ather mandatory professional reparting requiremeanis:

L] e aitached fnancial siaemenis and noles comply with inlernabonal Financial Reporting Standards a8 Eseed by e
Intermational Acoounling Standards Board as described in nole 2 to ihe fimancial statemenis;

L] e abfischad inancial slalemens and nobes give a rue and fair view of the Greup's linancial position as at 30 June 2023
and of its performandce Tor the fnancial year eanded on thal date; and

s lhere ane reasonabls grounds o balieve that the Comparny will be abla 1o pay s debis &= and when they become due
and payahle.

Signed in accordance with a resolulion of Direclons made puswant o sechon 285(5)a) of the Corporaions Act 2001.

On behall of the Direcon

T

Colin Ballon
Chairman

03 Movember 2023
Parth
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INDEPENDENT AUDITOR'S REPORT

To the members of Margosa Graphite Limited

Report on the Audit of the Financial Report

Opinion

We have audited the financial report of Margosa Graphite Limited (the Company) and its subsidiaries
(the Group), which comprises the consolidated statement of financial position as at 30 June 2023, the
consolidated 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 year then ended, and notes

to the financial report, Including a summary of significant accounting policies and the directors’
declaration.

In our opinion the accompanying financial report of Margosa Graphite Limited, 1s 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 2023 and of its
financial performance for the year ended on that date; and

(1) Complying with Australian Accounting Standards and the Corporations Reguiations 2001.
Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described In the Auditor’s responsibilities for the audit of the Financial
Report saction of our report. We are independent of the Group In accordance with 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 (Including Independence Standards) (the Code)
that are relevant to our audit of the financial report in Australia. We have also fulfilled our other
ethical responsibilities in accordance with the Code.

We confirm that the independence declaration required by the Carporations Act 2001, which has been
given to the directors of the Company, would be in the same terms if given to the directors as at the
time of this auditor’s report.

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

200 Acdiit (WA) Pry Lad ABN 79 112 I84 TET 13 4 mernber of & national astociation of independent sntit e which sw all mernders of BDO
Acwtrale Lod ABN 77 050 108 275, an Aculralies companry (ireted by quarantes. BOO Aude (WA) Pey Lid and 800 Acsiralie Lid arw
merrbers of EDO Intevnat ondd Lod, & UK compurry Larsted by guacantew, and form part of the rtarsationsl B0O metwerk of independent
mermber fera. Liatelity limited by & scheme approved under Profesiionsl Standedss Legulaton
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Materlal uncertainty related to golng concern

We draw attention to Mote 2 in the financial report which describes the events and/for conditions which
give rise to the existence of a material uncertainty that may cast significant doubt about the group's
ability to continue as & going concern and therefore the growp may be unable to realise its assets and
discharge its liabilities in the normal course of business. Our opinion is not modified in respect of this
matter.

Other information

The directars are respansible for the other information. The other information obtained at the date of
this auditer®s report ts information included in the Annual Report, but does not include the financial
repart and owr auditor's report therean.

Our opinion on the financial report does not cover the other information and accordingly we do nat
express amy form of assurance conclusion theresn.

in connection with owr audit of the financial report, our responsibility is  read the other information
and, in doing 0, consider whether the ather information & materially inconststent with the financlal
report of our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other infermation obtained prior to the date of this
aupditor’s report, we conclude that there i a material misstaternent 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 directars of the Company are responsible for the preparation of the financial report that gives a
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001
and for such internal control as the directors determine is necessary to enable the preparation of the
financial report that gives a true and fair view and & free firom material misstatement, whether due to
frawd or error.

In preparing the financial report, the directors are responsible for assessing the ability of the group to
continue as a going concemn, disclosing, as applicable, matters related to going concern and wsing the
gaing concern basis of accounting unless the directors either intend to liguidate the Group or to cease
operations, or has no realistic alternative bt to do so.

Auditor's responsibilities for the awdit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial repart as a whole s free
from materal misstatement, whether due to frawed or error, and to issue an auditor's report that
includes our aplnion. Reasonable asourance 18 a high level of assurance, but 1= not 3 guarantes that an
awdit conducted in accordance with the Australian Awditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from frawd or ermor and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of wsers taken on the basis of this financial report.
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A further description of cur respansibilities for the awdit of the financial report s located at the
Auditing and Assurance Standards Board website (bitpo/ Sweew guash, gov au THOme asm) at:
httpe f S wenw. auash gov. aufauditors_responsibiliciesard_pdf

This description forms part of our auditor's repart.

BDO Audit (WA) Pty Ltd

RDo

Perth
1 Hovember 2023
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