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KARNALYTE RESOURCES INC.

Condensed Interim Statements of Financial Position (unaudited)

(CAD $ thousands)

As at September 30, December 31,
2025 2024
ASSETS
Current assets
Cash and cash equivalents $ 605 $ 870
Trade and other receivables 69 61
Prepaids 401 294
1,075 1,225
Restricted cash 375 375
Capital assets (note 4) 216 226
Exploration and evaluation and other assets (note 5) 4,629 5,049
ASSETS $ 6,295 $ 6,875

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities

Trade and other payables $ 451 $ 721
Other payables 231 -
Decommissioning liability (note 6) 1,573 1,571
Total liabilities 2,255 2,292
Shareholders’ equity

Share capital (note 7) 135,962 135,962

Contributed surplus 9,803 9,783

Deficit (141,725) (141,162)
Total shareholders' equity 4,040 4,583
LIABILITIES AND SHAREHOLDERS' EQUITY $ 6,295 $ 6,875

Basis of presentation (note 2), Contingent liabilities (note 10)
See accompanying notes to the financial statements.
Approved on behalf of the Board on November 13, 2025:

"signed" "signed"
Sanjeev Varma, Director Divyabhash Anjaria, Director




KARNALYTE RESOURCES INC.

Condensed Interim Statements of Loss and Comprehensive Loss (unaudited)

For the three and nine months ended September 30, 2025 and 2024

(CAD $ thousands)

Three months ended

Nine months ended

2025 2024 2025 2024
restated restated
(note 11) (note 11)
Expenses
General and administrative $ 289 § 330 % 961 $ 1,120
Depreciation (note 4) 3 3 10 9
Share-based compensation (note 7(c)) 12 11 20 28
Impairment (note 5) 204 191 611 483
Other income (6) (8) (68) (58)
Gain on disposal of capital assets - (256) - (256)
Gain on disposal of exploration and
evaluation and other assets (note 5) - (5) (988) (5)
502 266 546 1,321
Finance income (8) (12) (22) (59)
Finance expense 15 13 39 38
Net finance expense/(income) 7 1 17 (21)
Loss and Comprehensive loss $ (509) $ (267) $ (563) $ (1,300)
Loss per share (note 7(b))
Basic and diluted $ (0.01) $ (0.01) $ (0.01) § (0.02)

See accompanying notes to the financial statements.



KARNALYTE RESOURCES INC.

Condensed Interim Statements of Cash Flows (unaudited)

For the nine months ended September 30, 2025 and 2024
(CAD $ thousands)

2025 2024
restated
(note 11)
Cash Flows (used in) from Operating Activities
Net loss for the period (563) $ (1,300)
Add (deduct)
Depreciation (note 4) 10 9
Share-based compensation (note 7(c)) 20 28
Impairment (note 5) 611 483
Other income (37) (37)
Gain on disposal of capital assets - (256)
Gain on disposal of exploration and evaluation and
other assets (note 5) (988) (5)
Net finance expense/(income) 17 (21)
Interest income received 24 67
Other payables 231 -
Changes in non-cash working capital (note 8) (387) (18)
(1,062) (1,050)
Cash Flows (used in) from Investing Activities
Additions to mineral properties and intangible assets (note 5) (611) (483)
Proceeds on disposal of capital assets - 256
Proceeds on disposal of exploration and evaluation and
other assets (note 5) 1,408 5
797 (222)
Change in cash and cash equivalents (265) (1,272)
Cash and cash equivalents, beginning of period 870 2,296
Cash and cash equivalents, end of period 605 $ 1,024
Cash and cash equivalents are comprised of:
Cash 605 985
Cash equivalents - 39
Cash and cash equivalents, end of period 605 $ 1,024

See accompanying notes to the financial statements.



KARNALYTE RESOURCES INC.

Condensed Interim Statements of Changes in Equity (unaudited)

For the nine months ended September 30, 2025 and 2024
(CAD $ thousands)

2025 2024

Number Amount Number Amount

restated

(note 11)

Share Capital 53,283 § 135,962 53,283 § 135,962
Contributed Surplus

Balance, beginning of period 9,783 9,746

Share-based compensation (note 7(c)) 20 28

Balance, end of period 9,803 9,774

Deficit

Balance, beginning of period (141,162) (139,438)

Net loss for the period (563) (1,300)

Balance, end of period (141,725) (140,738)

Balance, end of period $ 4,040 $ 4,998

See accompanying notes to the financial statements.



KARNALYTE RESOURCES INC.

Notes to Condensed Interim Financial Statements (unaudited)

For the three and nine months ended September 30, 2025 and 2024
(All tabular amounts are in CAD thousands except per share amounts)

1. Reporting entity

Karnalyte Resources Inc. (the “Company” or “Karnalyte”) is incorporated under the laws of the
province of Alberta. As at the date of the financial statements, the business of Karnalyte consisted
of the exploration and development of its property and possible construction of a production facility
and development of a potash mine. The property is situated in Saskatchewan, south of Wynyard
and contains a dominant zone of potash and magnesium minerals.

The Company’s address is PO Box 22055 RPO Wildwood, Saskatoon, SK S7H 5P1.

2. Basis of presentation

These financial statements are prepared on the assumption that the Company will continue as a
going concern. Management is aware, in making its going concern assessment, of material
uncertainties related to events and conditions that may cast significant doubt upon the Company’s
ability to continue as a going concern and therefore it may be unable to realize its assets and
discharge its liabilities in the normal course of business.

The Company is in its pre-development phase and therefore there is material uncertainty that the
Company will be able to raise additional funds to maintain sufficient financial resources to fund
ongoing operating and required exploration expenditures and to move forward to the production
stage. As at September 30, 2025, the Company had working capital (current assets less current
liabilities) of $624,000 which is expected to be insufficient to fund operations in the upcoming year.
In addition to ongoing operating expenses, the Company is committed to expenditures in 2025 and
subsequent years on its regulatory spending requirements and mineral properties to keep the
Company in good standing (note 9). The Company’s cash position may also be impacted by a
requirement to fund the decommissioning liability (note 6).

The ability of the Company to continue as a going concern is dependent upon obtaining further
equity issuances or other forms of financings. There is no assurance that the Company will be
successful in obtaining required funding at an acceptable cost as and when needed or at all. Failure
to obtain additional funding on a timely basis may cause the Company to postpone development
plans, forfeit rights in its properties or reduce or terminate its operations.

These financial statements do not include any adjustments to carrying values of asset amounts
and liabilities or reported expenses that may be necessary if the going concern assumption were
not appropriate.



KARNALYTE RESOURCES INC.

Notes to Condensed Interim Financial Statements (unaudited)

For the three and nine months ended September 30, 2025 and 2024
(All tabular amounts are in CAD$ thousands except per share amounts)

3. Basis of preparation

(a) Statement of compliance

(b)

(c)

These condensed interim unaudited financial statements have been prepared by management
in accordance with International Accounting Standard (“IAS”) 34, Interim Financial Reporting,
as issued by the International Accounting Standards Board. In preparing these interim financial
statements the Company applied the same accounting policies as disclosed in the restated
financial statements for the year ended December 31, 2024. These statements do not include
all information or disclosures normally provided in annual statements. These interim statements
should be read in conjunction with the annual financial statements and related notes.

These financial statements were authorized for issue by the Board of Directors on November
13, 2025.

Changes in accounting policy

A number of amendments to existing standards became effective January 1, 2025 but they did
not have an effect on the Company’s financial statements.

New standards and interpretations not yet adopted

A number of amendments to existing standards are not yet effective for the period ended
September 30, 2025 and have not been applied in preparing these condensed interim financial
statements. The Company does not intend to early adopt any of the amendments and does not
expect them to have a material impact on its financial statements. The one new standard that
may have an impact on disclosures is described below.

(i) Financial statement presentation

In April 2024, the International Accounting Standards Board (IASB) issued IFRS 18,
Presentation and Disclosure of Financial Statements (“IFRS 18”). IFRS 18 is effective for
periods beginning on or after January 1, 2027, with early adoption permitted. IFRS 18 is
expected to improve the quality of financial reporting by requiring defined subtotals in the
statement of profit or loss, requiring disclosure about management-defined performance
measures, and adding new principles for aggregation and disaggregation of information. The
Company has not yet determined the impact of this standard on its disclosures.



KARNALYTE RESOURCES INC.

Notes to Condensed Interim Financial Statements (unaudited)

For the three and nine months ended September 30, 2025 and 2024
(All tabular amounts are in CAD$ thousands except per share amounts)

4. Capital assets

Processing Assets
Land and and Other Under
Buildings Equipment  Construction Total
Cost
Balance at January 1, 2024 $ 449  $ 3565 $ 20,015 $ 24,029
Disposals - (1,892) - (1,892)
Balance at December 31, 2024 449 1,673 20,015 22,137
Balance at September 30, 2025 $ 449  $ 1673 $ 20015 $ 22137
Accumulated depreciation and impairment
Balance at January 1, 2024 $ 211 $ 3565 $ 20,015 $ 23,791
Depreciation 12 - - 12
Disposals - (1,892) - (1,892)
Balance at December 31, 2024 223 1,673 20,015 21,911
Depreciation 10 - - 10
Balance at September 30, 2025 $ 233  $ 1673 $ 20,015 § 21,921
Carrying amounts
December 31, 2024 $ 226 % - $ - $ 226
September 30, 2025 $ 216 $ - $ - $ 216

As at September 30, 2025, cumulative impairment losses recognized for capital assets is
$20,123,000 (December 31, 2024 - $20,123,000). The impairment indicators, as determined in
2014 by previous management, continue to exist as at September 30, 2025.



KARNALYTE RESOURCES INC.

Notes to Condensed Interim Financial Statements (unaudited)

For the three and nine months ended September 30, 2025 and 2024
(All tabular amounts are in CAD$ thousands except per share amounts)

5. Exploration and evaluation and other assets

Mineral Process Computer
Properties Patents Software Total

Cost

Balance at January 1, 2024 $ 53659 $ 226 % 246 $ 54,131

Additions 718 14 - 732

Disposals (518) - (6) (524)
Balance at December 31, 2024 53,859 240 240 54,339

Additions 601 10 - 611

Disposals (420) - - (420)
Balance at September 30, 2025 $ 54040 $ 250 $ 240 $ 54,530
Accumulated depreciation and impairment

Balance at January 1, 2024 $ 48610 $ 226 % 246 $ 49,082

Disposals (518) - (6) (524)

Impairment 718 14 - 732
Balance at December 31, 2024 48,810 240 240 49,290

Impairment 601 10 - 611
Balance at September 30, 2025 $ 49411 $ 250 % 240 $ 49,901
Carrying amounts

December 31, 2024 $ 5049 $ - 9 -9 5,049

September 30, 2025 $ 4629 $ - $ - $ 4,629

As at September 30, 2025, cumulative impairment losses recognized for exploration and evaluation

and other assets is $49,635,000 (December 31, 2024 - $49,024,000).

6. Decommissioning liability

September 30, December 31,

2025 2024

Beginning balance $ 1,571 $ 1,536
Change in estimate (37) (15)
Unwinding of discount 39 50
Ending balance $ 1,573 $ 1,571




KARNALYTE RESOURCES INC.

Notes to Condensed Interim Financial Statements (unaudited)

For the three and nine months ended September 30, 2025 and 2024
(All tabular amounts are in CAD$ thousands except per share amounts)

6. Decommissioning liability (continued)

The undiscounted amount of estimated costs required to settle the obligations at September 30,
2025 is $1,730,000 (December 31, 2024 - $1,730,000) which are expected to be incurred in 2038.
As at September 30, 2025 the estimated costs have been inflated at an implied inflation rate of 1.77
percent (December 31, 2024 — 1.79 percent) and discounted at a risk free nominal rate of 3.47
percent (December 31, 2024 — 3.31 percent). The change in estimate is included in other income.

7. Share capital

(@)

Authorized

As at September 30, 2025 and 2024 the Company was authorized to issue an unlimited number
of common shares. The holders of common shares are entitled to receive dividends as declared
by the Company and are entitled to one vote per share. Since its inception, the Company has
not declared a dividend. No common shares were issued throughout the nine months ended
September 30, 2025.

The Company is also entitled to issue an unlimited number of preferred shares. There were no
preferred shares issued throughout the nine months ended September 30, 2025.

Loss per share

Three months ended Nine months ended
2025 2024 2025 2024
restated restated

(note 11) (note 11)

Loss for the period ended September 30, § (509) $ (267) $ (563) $ (1,300)
Weighted average number (thousands) of
common shares outstanding 53,283 53,283 53,283 53,283

Basic loss per share $ (0.01) $ (0.01) $ (0.01) $ (0.02)

Basic loss per share is calculated using the weighted average number of shares outstanding
during the year. Diluted per share amounts are equal to basic per share amounts due to the
Company incurring a net loss for the period. Excluded from the diluted per share calculations
were 960,000 (2024 — 970,000) options as their effect would have been anti-dilutive.



KARNALYTE RESOURCES INC.

Notes to Condensed Interim Financial Statements (unaudited)

For the three and nine months ended September 30, 2025 and 2024
(All tabular amounts are in CAD$ thousands except per share amounts)

7. Share capital (continued)
(c) Share-based compensation expense

The Company has a stock option plan under which directors, officers and non-employees of
the Company are eligible to receive stock options. The aggregate number of common shares
to be issued upon the exercise of all stock options granted under the plan shall not exceed
10% of the issued common shares of the Company at the time of granting of the options.
Options granted under the plan generally have a term of two to five years and vest at terms to
be determined by the directors at the time of grant. The exercise price of each option shall be
determined by the directors at the time of grant but shall not be less than the price permitted
by the policies of the stock exchange on which the Company’s common shares are then listed.

The number (thousands) and weighted average exercise prices of share options are as follows:

2025 2024

Weighted Weighted

Number of average Number of average

options _exercise price options _exercise price

Outstanding at January 1, 960 $ 0.21 900 $ 0.27

Issued during the period 470 0.21 230 0.13

Cancelled during the period (273) 0.24 (50) 0.48

Expired during the period (150) 0.19 (35) 0.75

Forfeited during the period (47) 0.19 (75) 0.21

Outstanding at September 30, 960 0.21 970 0.21

Exercisable at September 30, 385 $ 0.21 600 $ 0.24

Number of

Options Exercise Remaining Exercisable
Outstanding Price Life (years) Options
150,000 0.27 1.16 150,000
130,000 0.21 2.84 130,000
210,000 0.13 3.75 105,000
470,000 0.14 4.80 -
960,000 $ 0.17 3.14 385,000

10



KARNALYTE RESOURCES INC.

Notes to Condensed Interim Financial Statements (unaudited)

For the three and nine months ended September 30, 2025 and 2024
(All tabular amounts are in CAD$ thousands except per share amounts)

7. Share capital (continued)

(c) Share-based compensation expense (continued)

In July 2025, the Company granted stock options to directors in accordance with the
Company’s Stock Option Plan as approved by shareholders on August 26, 2016. The fair value
of the options issued was estimated on the date of grant using the Black-Scholes option-pricing
model. The options vest over two years and have a life of five years. The inputs used in the

measurement of the fair values at grant date of these options were as follows:

July 18,

2025

Number of options 470,000
Exercise price $0.14
Dividend yield nil
Interest rate 3.10%
Volatility rate 110.57%
Fair value per option $0.14

Share-based compensation of $12,000 (2024 - $11,000) was expensed during the three month
period ended September 30, 2025. Share-based compensation of $20,000 (2024 - $28,000)
was expensed during the nine month period ended September 30, 2025. The forfeiture rate

assumed in the calculation of all share-based compensation expenses was 11%.

8. Supplemental cash flow information

Operating activities included in the statements of cash flows are as follows:

September 30, 2025 2024
Changes in non-cash working capital

Trade and other receivables $ (10) (26)

Prepaids (107) (75)

Trade and other payables (270) 83

$ (387) (18)

11



KARNALYTE RESOURCES INC.

Notes to Condensed Interim Financial Statements (unaudited)

For the three and nine months ended September 30, 2025 and 2024
(All tabular amounts are in CAD$ thousands except per share amounts)

10.

1.

Financial instruments and related risk management

Financial instruments included in the statements of financial position consist of cash and cash
equivalents, trade and other receivables, restricted cash, and trade and other payables. The fair
values of these financial instruments approximate their carrying amounts due to the short-term
maturity of the instruments. The Company considers its capital structure to include cash and cash
equivalents and non-cash working capital. During the period January 1, 2025 to September 30,
2025, cash and cash equivalents and non-cash working capital increased by $120,000 to $624,000.
During the nine month period ended September 30, 2025, there have been no changes to the risks
and related management thereof as disclosed in the annual financial statements.

In addition to the minimum regulatory expenditure requirements, the following are the commitments
of the Company as at September 30, 2025:

Contractual Less than Two -three  Four - five  More than

cash flows one year years years five years
Trade and other payables $ 451 $ 451 $ -9 -3 -
Other payables 231 - 231 - -
Lease on mineral property 3,632 367 735 735 1,795
Project contracts 16 16 - - -

$ 4,330 $ 834 § 966 $ 735 § 1,795

Contingent liabilities

The change to contingent liabilities, as reported in the annual financial statements, is disclosed in
the subsequent event (note 12). There are no remaining contingent liabilities as at September 30,
2025.

Restatement

The Company has restated the comparative figures presented for the three and nine month periods
ended September 30, 2024 due to a calculation error when determining the required adjustment to
the decommissioning liability. There is no impact on the previously reported total cash flows used
in operating activities or the loss per share, basic and diluted for the period ended September 30,
2024.

The Company does not expect any adverse affect on the Company’s day to day operations as a
result of the September 30, 2024 restatement.

12



KARNALYTE RESOURCES INC.

Notes to Condensed Interim Financial Statements (unaudited)

For the three and nine months ended September 30, 2025 and 2024
(All tabular amounts are in CAD$ thousands except per share amounts)

11. Restatement (continued)

The decommissioning liability reports the discounted amount of estimated costs required to settle
the Company’s obligations to dismantle, decommission and to complete activities to remediate site
disturbance which are expected to be incurred in 2038 (note 6). Provisions are made for the
estimated cost of site restoration and capitalized in the relevant asset category. Decommissioning
provisions are measured at the present value of management’s best estimate of expenditure
required to settle the present obligations at the reporting date. Subsequent to the initial
measurement, the provisions are adjusted at the end of each period to reflect the passage of time
and changes in the estimated future cash flows underlying the obligation. The increase in the
provision due to the passage of time is recognized as finance costs whereas changes in the
estimated future cash flows are either capitalized or recognized immediately in other income.

The following tables summarize the line items impacted by the error on the financial statements:

Three months ended September 30, 2024

Previously Adjustment Restated
reported
STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
Other expense/(income) 7 (15) (8)
Finance expense 11 2 13
Loss and comprehensive loss (280) 13 (267)

13



KARNALYTE RESOURCES INC.

Notes to Condensed Interim Financial Statements (unaudited)

For the three and nine months ended September 30, 2025 and 2024
(All tabular amounts are in CAD$ thousands except per share amounts)

11. Restatement (continued)

Nine months ended September 30, 2024

Previously Adjustment Restated
reported

STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
Other income (86) 28 (58)
Finance expense 33 5 38
Loss and comprehensive loss (1,267) (33) (1,300)
STATEMENTS OF CASH FLOWS
Cash Flows (used in) from Operating Activities
Net loss for the period $ (1,267) $ (33) $ (1,300)
Other income (65) 28 (37)
Net finance income (26) 5 (21)
STATEMENTS OF CHANGES IN EQUITY
Deficit
Balance, beginning of period $ (139,221) $  (217) $ (139,438)
Net loss for the period (1,267) (33) (1,300)
Balance, end of period (140,488) (250) (140,738)

12. Subsequent event

Subsequent to September 30, 2025, the Company reached a final settlement with the Company’s
former Executive Vice-President and Chief Operating Officer, for which the Company had received
a statement of claim filed in the Court of King’s Bench of Alberta in the fourth quarter of 2017. The
Company has accrued the full amount owing to the former Executive Vice-President and Chief
Operating Officer.
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